Income Tax-200

In this connection it is further to be noted that some unexplained expenses and assels

are also treated as income under Section 19 and that some third party income is also treated

as income of the assessee under Section 43 of 1L T. Ordinance, 1984, These are to be added

with total income for assessment purpose. A list of such income, in brief. is as foilowes :

Income under Section 19

Receipts, investment, gains under different sub-section of Section 19 as stated below

will be treated as income of the assessee and these are to be added with total income

D)

7)

Explanation found unsatisfactory by the DCT about the nature and source of -
a) Sum credited in the books of assessee. (1)
b)  Under stated valuc of Bullion, Jewellery or other valuable articles owned by the
assessee. (2) ‘
¢)  Expenditure incurred by the assessce. (3)
d)  Investment made by the assessee. (4)
: g )
e)  Assct purchased but not recordefl in the books. (5)
Value of assets purchased from a Co. (other than stock in trade. or stock & shares)
understated than fair market value. (8)
Sum of salami or premia received on any lease. (9)
Goodwill or compensation money or damage for the cancellat’on or termination of
contract and licence. (10)
Any benefit or advantage on the cancellation of in-debtness. (11)
Managing agency commission including compensation for the termination, or
modification of the terms and conditions thercol, (12)
Sum received on winning from lotteries, cross word puzzles, card games, gambling
or betting etc. (13)

Income under Section 43

Section 43(4) states that following income of any individual be added with total

income of the assessee for tax purpose :

1

So much of the income of the spouse or minor child of such individual as arises,

directly or indirectly — )

a)  from the membership of the spouse in a firm of which such individual is a
partner;

b)  from the admission of the minor child to the benefits of partnership in a firni of
which such individual is a partner;

P
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¢) from assets transferred directly or indirectly to the minor child, not being a
married daughter, by such individual otherwise than by way of gift or for
adequate consideration.

So much of the income of any person or association of persons as arises from assets
transferred, otherwise than by way of gift or for adequate consideration. to such
person or association of persons by such individual for the benefit of the spousc or
minor child or both.

All income arising to any person by virtue of a settlement or disposition whether
revocable or not from assets remaining the property of the settler or disponer shall be
deemed to be income of the settler or disponer; and all income arising to any person
by virtue of a revocable transfer of assets shall be deemed to be income of the
transferor and shall be included in the total income of such person. If the assessee is
disponer or settler, such income will be added with his total income.

16.2: Recapitulation

In this section we recall the list of non-assessable and tax credit income in briel so

that students can easily and correctly assess tax.

A)

Lisi of Non-assessable Income (As per Sixth Schedule-Part-A)

1) Income of Religiou: and Charitable Trust.
2) Donation reccived by Religious and Charitable Trust.
3) Income of Local Authorities.
) Income of Govt. Provident Fund.
O) Receipts fully meant to perform office duties.
6) Income received by Recognized Provident Fund or Super Annuation Fund.
7) Income received by ambassador, high commission and envoy.
38) Pension (if he stays in Bangladesh for 182 days or more)
9) Income from Tax-free Govt. Securities.

10)  Income from Less-tax Govt. securities upto taka 5,000.

11) Income from Commercial Securities upto Tk. 20,000 if such Securities are
approved by Security & Exchange Commission.
(xi and xii will combindly be exempted upto Tk. 20,000)

12) Income from jnterest on savings certificate is non-assessable upto Tk.
25,000.

13) Interest on Recognized Provident Fund upto the rate of 11.5% and not

. e
exceeding rd of Basie Salary.

14) Income from owner's residential house.



13)

16)
17)
18)
19)
20)
21)
22)

o
o
g
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Income from newly constructed house for specified plinth arca and for
specified time.
Income of loreign technicians, expert and advisor upto certain period.
Receipts from Life Insurance Policy on maturity.
Receipts under Golden handshake.
Receipts by Hill-tracts people.
Interest on postal savings certificate and postal deposit account.
Salary and allowances of Supreme Court and IHigh Court Judges
Salary and allowance of President, Prime Miniser, Ministers and Mcmbers of
Parliament.
Casual and non-recurring income.

B) List of Tax-credit income (As per Sixth Scheduled-Part-B)
Tax credit @ 5% on,the following (Actual investment) or on 20% of total income
(excluding employer's cosntribution to R.P.F) or on Tk. 2 lakh-whichever is less is

allowed:
1)
i)

1)

1v)
V)
vi)
Vi)
vill)
1X)

Xi)
X1i)
Xiil)
XIV)
xvi)
XVil)

Sum paid by the assessee for insurance or deferred annuity.
Sum paid by HUF for insurance of its member.
Sum deducted from salury in accordance with service condition or future benefit

ol the children (not exceeding %:'(l af B. 8.

Contribution of employce towards Govt. P. F.

Contribution of both emplover and cmiployce to R. P. F.

Contribution to super annuation fund.

Purchase of shares of recognized companies.

Purchase of Debentures of recognized companies.

Purchase of securities of Govt. (the approved ones), ICB and mutal fund
certificates.

Contribution to Deposit pension scheme.

Contribution to Private Hospital and Disabled Welfare Association.
Contribution to National level Sports Association.

Contribution to zakat fund.

Contribution to Group Insurance and Benevolent IFund.

Cemribution 1o President and Prime Minister's Relief Fund.

Cortribution to Ahsania mission

Contribution to philanthropic organization and educational institutions approved
by Govt. and NBR.
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16.3: Form of Statement of Income Tax Assessment
Name of the Assessee @ .ciivinnns
INEORE JEAP § rervemermommesepiisnsmnenrne
ASSESSIMeEnt Year @ o.ioievieiiiiiiiiiiinin
For the year ended 00 ....commmnimaes

Part-A : Total Income

Heads of Income Amount in TK. | Amount in TK.
I, Income from Salaries (u/s 21) XX X
2. Income from Securities (u/s 22-23) X X X
3. Income from House Property (u/s 24-25) XXX
4. Income from Agriculture (u/s 26-27) XXX
3. Income from Business or Profession (u/s 28-30) XXX
6. Income from Capital Gains (u/s 31-32) XXX
7. Income from Other Sources (u/s 33-34) XX X
8. Tncome under Section 19 X XX
4. Income under Section 43 : XY X
Total XXX
1L Foreign Income (if any) XY X
Total Income XXX i
Part-B |
Tan Creslit hncome XK X }
Part-C
F(iross Lt as per slab XXX X
Lo 15% lacrednt XXX X
i XXXX
Less advance tax paid XX X
Net Tax XXX HHX

Note: Details under each head be shown separately as per Tax Return Form.
However, for practical purpose student can show them in detail under cach head. For
detail, student can see each head as shown ecarlier. However we recall them in brief as
below :

Salary Income-Sec. 21 Amount
in Tk.
e Basic Salary :~
Basic Pay XX
Technical pay/special pay XX
Cost of living allowance (D. A) XX
Bonus XX
‘Total basic salary X% XX
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Wages, Leas, commission XX

Perquisitios ;-

House rent allowance at prescribed limii XX

Conveyance allowance at prescribed lumit X X

Travelling allowance (sum exceeding actual XX

expenses)

Medical allowance (sum exceeding actual XX

CNPENSEs)

Entertainment allowance -~ XX

Penston. il the assessee stays in Bangladesh X X

for less than 182 days

Total perquisites XX

Employcer's contribution to Recognised XX

Provident Funa (RPF)

[nterest on Recognised Provident Fund XX

!f?\(E‘r_'C{,”*l-;{.-‘ ihe himit)

Total income tfrom salaries XEx
Interest on Securities—Sec. 22.23

interest on less tax Government sceurities. | XX

bond ete, Exceeding Tk. 5.000.

[nterest on Debenture or other securities of XX XX

Companies or focal Authorities E

[ess adlowabie deductions 1 {

Bank Censssion and bank charges to realise XX

the mterest

Interest on loan tor investment in Securities XX XX

Income from interest on securities KKK
Income from House Property U/S5-24-

2:5

Annual Value (AV) of Rented House :
Annual value (AV) of house letted -

Municipal value XX
Actual rent of house X X
Add annual charge paid by tenant X X XX
Higher sum between the wbove two is AV XX

[.ess allowable deductions —

() XX

Repairs. ete. - :i,;oi‘ AV

(b) Land revenue. ground rent, land tax. property XX
Insurance.
(¢) Interest on mortgage and other capital charges. XX




~J

Assessment of Individul-205

(d) Annual charge of revenue nature, if not paid

(¢)

(1)

¢)
d)

(:I ;

-

fI‘.'.l'

a)

b)

d)

by the tenant e. g. municipal, water, property
taxes, etc.

Interest on borrowed capital for the
acquisition, construction, repairs and renew al
of the housc property.

Vacancy allowance— portion of AV relating to
the vacunt period of the housc

Total allowance and deductions

Total income from House Property

Income from Agriculture U/S-26-27
Income derived from any land or building
used by the cultivator from sale proceeds of
crop

Excess of sale proceeds, over the written
down value, on disposal of agricultural
machineries and plants.

Cash received from yearly lease

Less Allowable deduction U/S. 27 of ITO :
Cost of cultivation (il books not maintained up
o 60% of sale proceeds)

[Land development tax and land revenue, local
rates, taxes, cess. (water tax) etc.

Insurance premium on land, crops or Cattle,
Repgir and maintainence of capital assets e. g.
irrigation, protective work etc.

Depreciation on capital assets at prescribed rate
as per depreciation schedule

Interest on mostgage and capital charges
Interest on borrowed capital

“Total deductions

Total Agricultural Income

Income from Business or Profession :
Section 28-30

Profiis and gains of business or profession
during the year.

Income from specific services rendered

Value of any benelit or perquisites aiising
from business or profession.

Loss, expenses ete. once deducted from income
in the past years but realised in the current year.

X X
XX
XX
X X
XNX
X X
X X
b ¢ X X
XX
X%
084
XX
e
o
XX
XX
XXX
s
XX
% %
X X
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¢)  Value of any trading benefit not previously XX
been treated as imcome.
) Sale of business machineries plant or salvage XX
value less written down value
a)  Income from partnership XX
Giross incone
Less deductions as admissible under ITO. X X
Total Business Income XXX
Income from Capital Gain : Section 31-32
Profits and camns on transfer of capital assets X X
(being value on transfer received or Lir market
value which is higher shall be shown here).
Less admissible deductions -
Expenses on transfer of capital assets. XX
Income from capital gain XX
[ncome from Other Sources @ Section 33-34
Dividend XX
[nteresy (other than on securities) XX
Rovaltles and fees for technical service XX
Combined income [rom letting of machinery, . %
plant, or furniture with building.
Income net classiliable under any other heads U/ZS. 20 XX
Other investment or gains U/S. 19 arising out XX
of unexplaimed or unsatisfactory explanation.
Less admissible deduction U/S. 34 of [TO - XX
Current vepair. depreciation and insurance of XX
combined letting of buiiding with assets.
Interest on borrowed money for the XX |
acquisition of shares of a company
Non-capital and impersonal expenditure for XX XX
curnug the relevant inconwe,
Total income from other sources X XK
Income under Section 43
Income of minor child, wife, etc. XXX
(as pointed out 16.1 early)
Total Income XXXX
Caleulation of Tax :
Tax at prescribed rate on total income XXX
[ess tax rebate @ 159 on investiment 1, ¢, tax X KX
credit income | -
L RXX
Less advanee paid tax X XX
XXX XXX

Tax pavable
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Tax Rates

1) On 1~ Tk. 1.00.000 - Nil
i) Onnext Tk, 2.00.000 - 10
i Onnext Tk, 250000 - |3
V) Onnext Th, 350,000 ey
\) On the rest amount = 3%

Minimuni tax [“;l.‘.".lhh‘ 15 TR, 1.500

Ilustrations :

Stration-1:

Mr. Osmant is an Accountant of a Company. His monthly basic salary is Tk. 8.000.
He gets Dearness allowance @ 109 of his basic salary and TK. 300 as Medical allowance
per month. Company has provided him a rent-free-furnished quarter. He contributes 104
ot his basic salary to a recognised provident fund.

He has a house at Khulshi whose Municipal Corporation value is Tk, 30.000. The
house has been let out at Tk, 4.500 per month. He has spent TK. 3.000 for repairs. Tk
1000 for rent collection. Tk, 2.500 as legal ¢ Xpenses ¢ nd ] 700 as 1 I'IILIPJI tax fur
the house, Repain d&&emc\ncm -L 24 MLD” and efp

He has received Tk._20.000 as dividend .md Tk. 50.000 as agriculluml income in the
income year. In the relevant year he purchased ICB certificate worth Tk, 5.000 and paid

insurance premium Tk, -.500,

Compulte total ine UHI{L and tax to be paid by Mr. Osmani for the income vear 2004-
2003. [C. UL B. Com (Sub.) 1994
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- Solution : :
Assessee ¢ Mr. Osmani
Inconie year : 2004-2005
Assessment year : 2005-2006

Computation of Total Income and Tax:

Particulars T Tk.
A . Income from Salary : Sec 21 '
a. Basic Salary 8000 x 12 96,000
b. Dearness allowance @.10% on B. S. 9,600
c. Medical allowance 300 X 12 = 3,600 ,
Less;actual exp. (assumed to be spent in full) (Note-1) -
d. House Rent allowance : 25% ol B. §. (Now 2} 24.000
e. Employer's Contribution to R. P. F. @ 10% of B. S. 9,600
Income from Salary 1.39,200
o 2. Income from House Property : Section 24-25
% © Annual Value : '
_oa Mun‘icipal value= ~ 50.000
' b. 7 Rental value = _ 54,000 (45,009% 12)
= owhichever is higher ' 54,000
T.ess allowable dedactions :
1 Repairs ;‘{m of A. V. (Note-3) = 13.500
b.  Municipal tax = 1,700 15,200
Income from House Property 38.800
3. Income from Agriculture (Sec. 26-27)
Income from agriculture = 50.000
Less cost of cultivation = 60% = 30.000 {Note-4) 20,000
Income from Agriculture 20,000
4. Income from other Sources : (Sec. 33-34)
a. Dividend income 20,000
b. Interest on Bank deposit 15,000
Total Income 2,33,000
Tax-credit Income (Investment Allowance) -
Tk.
1. Employer and Emplovee's contribution
to Recognized Provideni Fund 19,200
2. Purchase of ICB certificate 5,000
3. Insurance Premiuin _4.500
: 28,700

Sk s S i g e e DA w ey © T
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.....

-excluding Employees contribution to P. F = 20% of (2,33.000 - 9.600) Tk. 2,23,400 =
Tk. 44.680 or (iii) Tk. 2 lakh which one is less. Hence, 15% on Tk. 28,700 = Tk. 4,305.

Computation of Tax i i 4
On Ist Tk. 1,00,000 = Nil
on Next Tk. 2,00,000 @ 10% = 13,300
(Here on Tk. 1,33,000)

Gross tax . 13,300
Less tax credit 4.305

Net Tax Payable - =Tk._8995

Notes :

Iy Medical allowance is cxcmpted upto actual expenses.

2)  When rent free house is provided by the employer, then 25% of Basic salary- 15
added with income.

3)  Repair is allowed one-fourth of annual value of the house irrespective of expenditure,
It includes collection charge and Legal expenses. .

47 When on assessee does not maintain books of accounts for cost relevant o
sericubioral oroducts. 609 of sale value of product is allowed s aftes il
Leductions. Here agriculture income is assumed to have arisen from sale of produci
and its cost of cultivation has been allowed @ 60%.

51 Dividend received from a Company registered in Stock-Exchange is nov fully
Taxable under Finance f}ct, 2005.

ii!usl.raliun-z:\/

% Rahul Raha is an employee. His monthly salary is Tk. 12,0{)0: He received one

benus equivalent to one month's basic salary; Tk. 48,000 as house allowance, Tk. 300 per

Ty

month as conveyance allowance and Tk. 600 per month as entertainment allowance. He o
also received medical allowance Tk. 4,800 in that year, but actually spent Tk. 3,800 for

this purpose. He contributes 105 of his basic salary to a Recognised Provident Fund to
purj Y ¢

which his employer also contributes equal sum. Interest at 145% amounting to Tk, 2,800

has been credited to his Provident Fund Account.
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He owns o house the annual value of which is Tk, 35,000 ile recoives T8 100 ek
nhenth as rent from that house, He spent Tk, 3.200 for repairs. Tk 2.000 Tor Insutanee
Premiwn, Tk, 700 as municipal tax and Tand revenue, His other incomies du mg the vear
are as tollows

Dividend from a public limited company Tk, 10.000: Interest on Fixed Deposit Tk
10.000: Share of profit from Islami Bank 1k, 17400 and ~hare of protit from Firm Th.
14200 and from lease of agriland TR, 31,000,

Mo Rihul invested during the vear Tk, $.000 in purchasing shares from an approvedd
cuiipany. He pays Tite Insuranee Premiuni TR 6.000 tor his own e, He donated I'k.
5.000 o Prime Minister's Relief Fund.

Ascertain Rahul's Total Income and Income Tux pavable aking 2003-2006 s

UNNENSINE T & el

[N B Come 2000, Modified)
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Solution :

Assessee : Mr. Rahul Raha
Income year : 2004-2005
Assessment vear @ 2005-2006

Part = A : Computation of Total Income

[ Particulrs B
i i Income from Salary @ See. 21 i T _i
I wh  Deeshe saluey. 120300 % |2 ; b |
by Bonus 12000 x| ISR
¢) o House allowanee
1 Amount received = 48,000
i) Less exempted upto Tk. 15,000 per
month = 1.80.000 or 50% of Basic salary = 72.000 —
whichever s less
d) - Convevance allowance :
i 1 Amount received = 500 X 12 = 6.000
. i) Less exempted upto = [2.000 —
| v Entertainment allowance 600 x 12 FZHLS
| 1 Medical allowuanee :
; D Amount received = 4,800
: i Lessexemnted @ Acteal BExpo = 3800 NETE
b BEmplovers contribution to R.P.F 10y O'S BrS - 1gaon
fi Intoon Provident Fund 2.800
f Fess exempted upto 14.5% of interest rate 2,800
: Total Sakuy Income 75,0600
|2 income from House Broperty : Sec. 24-23
Annual Value :
! i Municipal value = 35.000
i) Rental value = 50,400 . (4,200 X l‘l)
—whichever is higher 7 50,400
Less allowable deductions :
1 Repairs ‘]‘,Ih ol A V. = 12.600
iil_lu._ﬂumm‘_e__: 2.000
i) Municipal tux = _ 700 AL 35100

Income

—_—

agriland

from Agriculuure. Income from _lease of
noAgriculu

Income from Business : Sec. 28-30
Share of profit of a firm

31.000
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5, Income from Other Sources : Sec. 33-34
1) Dividend 10,000
by InL from Bank Deposit 10,000
¢)  Profit from Islami Bank 17,400 27.400
Total Income = Z, 96 L6400
Part — B : Tax-Credit Income j
® Employer & Employee's Contribution to R. P. IF 28,800
2 Purchase of Share 8,000
3. Life Insurance Premium ' 6.000
4, Contribution to Prime Minister's Relief Fund 5.000
Total Tk. 47,800

Tax credit on investment = 15% on (i) Actual investment = Tk, 47,800 or (1}‘)/;% of
total income c¢xcluding employers contribution to P F = 20% on Tk. 2,72,000 = Tk.

/54,400 or (iii) Tk. 2 lakh - whichever is less. Henee on Tk. 47,800 = Tk. 7,170

Part — € : Computation of Tax Tk.
On I.st Tk. 1.00,000 = - Nil
On Next Tk, 200,600 @ 10% = (Herc on Tk. 1,96,600) 19.£00
Cirass Tax = Tk. [9.660
Leans Tax credit on investmeni = 1170
Netax payable = . Tk, 12,490

Motes
{1 Nuexemption is allowed on entertainment allowance received by an emiployee.

2)  House rent allowance, if received in cash, is excmpted upto Tk. IS,LJOU pu month or
50 of B. S. whichever is less. '
3) Int. on Recognized provident fund balance is exempted upto [4.5% interest rate

subject to %rd of basic salary.

4)  Dividend received from public [.td Company is now fully taxable under Finance Act,
2005. _

5)  No deduction on agricuitural income is allowed if it is received in cash through lease
of land.

5)  Rebate on average rate is allowed on firm's profit added with total income of the
assessee, if profit of firm is taxed. Here it is assumed that firm's profit was not taxed.




= ) Szflarj,? Taka 8 500 per monlh (baSlC)
SR 1) Dearness Allowance-40% of basic pay but maximum of Taka 2,000 per month.
iii) Entertainment Allowance Tk. 400 per month.
iv) Bonus-equivalent to basic salary of two months.
V) Income from Commercinl Securities Tk. 5,000 (Tax deducted at source @ 18%).
vi) Income from dividend of a Public Ltd. Company Taka 20,000.
vil) Income from Partnership Business Tk. 15,000 (not taxed)
g i{iii) Income from Agrxcultuml Land (salc of pr oducc) "I aka 10,000.
“ix)  Royalty from books Tk. 7,000. .
X) Received birth day presentation Tk. 5 000 i
1) Intcrcst on savings cenlﬁcate Tk. 10, 000 &
%/Ir Fazal was provided! with a free-furnished quarter. He also owns a house which is | "
i1 out at Tk. 3,000 per montii. The Municipal Value of the house is Taka 30,000. He spent
Taka 1,500 for repair and Tk. 10,000 foi alteration. He also paid Tk. 1,000 for Municipal
Tax, Tk. 2,000 for fire insuranhce_p—rg?n*ir.n_ar']'lg.’SO_Q for coilection charges. Other
Farticulars of Mr. Fazal are as follows: N
a) He contributed 10% of his basic satary 1 a recognized provident fund to
which his employer contributed equal sums.
/) rlc insured his own life for Tk. 75,000 and for the life of his wife for Tk.
50,000. He pd[d insurance premiuas on the above policies Tk. 6,000 and Tk.
4,000 respectively. !
C) Purchased Pratirakhya Sc:nc}my Patra for Tk. 20,000.

/
/d’\ He spent Tk. 8,000 on education for twe college going chiidren.

Required :
i)  The Total incomc.
ii) - Investment Tax Credit income of Mr. A. Fuz ! for the ycar ended 30th June,
: 2005.
ITCM A -Part v, Mareh, 1985 (Modified)]

28
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Assessment Year : 2003-2006
Income Year: 20042005

Computation of Total Incomie of Mr., Abul Fazal

Particulurs

Tk.

1k

TE,

—_— .

i

i)

1)

i)

Income from Salary : Sec
g |

) Basie Salary @ Tk, 8.50¢)
Monthly

b) Perguisities
Dearness Allewunee
Busic Puy

Max. Allowance Claimable:
2000 x 12

C0% of

8.500 x 12

40800

24,000

Entertainment Allowance:
400 x 12

(Assessable; Rule 33h:
F.A. 97.)

Bonus (2 month's Salary)
Free Furnished Quarter :

ol Basie piy

255
—
Emplover's vontbution (o
Recegnised Provident Fuad
Pey LB §.

Interest on Securities :
See. 22-23
fTom
e/

(Assuimed o be Net A mount)

neeme Commercial

Sectriies

Incoeme from House
Property : Sec. 24-25
Wholly let out house ;

Vvt Remtad Value:

le
. L |
L . LU

et

ecipal Vol

R T

Phizgena jal® o5,y . s
| R S S I_'\]'unu N

i

Repai el ALY,

3006 x|

8.500 x 2
L

30.000)

WYY

tinciuding Collection Charge)

240008

02,000

N300

A V.

RIARAIRTE:

Ik

T Bl o

P Y P U |

(v rd s




i)
i)

:

0.
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Municipal tax

Insurance Premium

Income from Agricuiture :

Scee. 26-27

Sdale ol Produce

Loss Allowable Expenditure 60

Income from Business :

Sec. 28-30

Lncome  from

Business (taxed)

Income from Other

Source : Sec. 33-34

a0 Dividend Income of a
Public Lid. Co.

b) Royalty from books

¢) Birth Day Presentation
Non-iassessable

Partnership

(Assumed to be personal &
voluntary gift out of afiection)
Total Income

1.000
2.000

12.000

11000
G000

20.000

7.000

5.000

24.000

4.00)

15.000

27.000

N

99.598

Invesiment Tax Credit :

Sec. 44(2) (b); 44(3)

Particulars

Tk

Total
[nvestment
Tk.

Admissible
Investiment

e

Tax
Credil
Tk.

a)

Actual Investment ;

1) Contribution to P. Fund :
10.200 x 2

iEmplover and Employee)
1) Pratirakhya Sanchay Patra
11) Life Insurance Premium
Self :

or, 10% of Policy amount
(1. . 10% of Tk. 50,000
Wile .

or. 10% ol Policy amount
(i.e. 10% of Tk. 30.000)

6,000
7,500
(Lower)
4,000
5,000

(Lower)

20,400

20,000

6.000

4,000

50,400




b)
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Max. L.imit of Investment : 20% of 45,850 45,880 45,880
T. L. excluding contribution to P. F.
= (2,39,598 —~ 10.200) X 20%. =
2,29.398 X 20% =

or Tk. 2 iae, or Actual investment.
(Whichever is Jower)

., Tax Cradit : 15% on admissible , 16,882
investment.

Notes £
l)

Illustratlon—4 i

100
Income from Commercial Securities has l)u,n grossed up by —8—2— as 1ax dedmtcd at

source @ 18%. : _
Rebate would be C'ﬁuil'lted at the average rate of tax out of the 'Income [rom

Partnership Business" (taxed) to arrive at the Net tax payable by the asseesec

Income from Agncultuml (sale of produce) is assessed to be "gross" out of which
60% admissible expenses has been deducted.

Royalty income from books is taxable under Sec. 36 of Income Tax Ordmance 1984
if it is not exempled by NBR.

Birth Day Presentation is deemed to be personal and voluntary gift out of affection,
honour, cte.

Education Allowance for Children is Non-allowable. :
Repairs and Maintenance cost (in this sum repair and collection charge) will be

llowable @ ki of A. V. [See. 15 (1) (h. F. A. 20001
Dividend derived from the Public Lid. Co. is now fully taxable under F. A 2005

Interest on savmgs cemﬁuate is excmpted upto Tk. 25,000,

Mr. Deb Das is a service holder HIS sources of income for the year en(.eri 30th J une,

2005 were as follows :

A) Income from Salary : Tk. Per Month

Basic Salary 8,000
Dcarness Allowance , 800
. House Rent Allowance WL 6,000

~ Conveyance Allowance ;5,0 600

_'_Medlcal Allowance :
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Deb Das has a car registered in his name. He contributed 10% of B. S. to Recognised

Provident Fund and his employer also contributed the same amount. He received Tk. 3,000
a5 interest on the accumulated balance of Recognised Provident Fund @ 9% P 5

B)

Deb Das has 5% Tax-free Commercial Securities worth Tk. 25.000. He also received
Tk. 4,500 as interest on Less-tax Govt. Securities and Tk. 6,000 from Commercial
less tax Securities.

He is the owner of a house. Half of the house is used by Mr. Deb Das for his
residential purpose and the other half is let out at a monthly rent of Tk. 5,000. The
Municipal Value of the house is Tk. 1,50,000. Expenses of the house for the year

were as follows :
Fire insurance Tk. 1,400; Repairing Tk. 8.000; Collection Charge Tk. 700; Interest

on H. B. F. C. Loan Tk. 6,000; Legal Expenses Tk. 3,700; Electricity for Water rate elc.
Tk. 2.000 and Municipal Taxes Tk. 1,600.

D)

The house was remained vacant for 2 months during the ycar.

Other Income : Tk.
(i) Get-a-Word Prize 3,000
(it) Interest on Bank Deposits 4,000
(iii) Dividend Income 6,000
(iv) Interest on Post Office Saving Account 1,000
(v) Prize of Prize Bond 10,000
(vi) He received Gift worth Tk. 10,000 as birth day presentation.

During the year he incurred the following expenses : Tk.
Insurance Premium Paid (Policy value Tk. 30,000) 4,000
Purchased Share from a Ltd. Co. j 14,000
Donated to President's Relief Fund 4 7,000
Deposited to Pension Scheme per month 500
Paid to Zakat Fund 1,000
Purchase of Books ' 5,000

Find out the Total Income and the Tax Liability of Mr. Deb Das.
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Solution :

Assessee : Mr. Deb Das
Assessment year : 2005-2006
Income year : 2004-2005
Determination of Total Income

Heads of Income Tk Tk Tk.
A. Income from Salary (Section. 21) :
. Basic Salary (8,000 x 12) 96,000
2. Dearness Allowance (800 x 12) 9.600
3. House Rent Allowance (6,000 X 12) 72.000
Less @ Exempled at Tk, 15,000 P. M. for the'
year TK. 1,80,000 or 50% of basic salary = Tk.
48,000 whichever is less., 48,000 24,000
4. Conveyance Allowance 600 x 12 7,200
Less exempted (Note-1) 12,000
5. Medical Allowance (300 x 12) 3,600
Less : Exempted - Actual exp. (Note-2) 3,600 —
6. Bonus (8,000 x 2) 16.000
7. Employer's contribution to R. P. F. (10% of B. S.) _ 9,600
8. Interest on R. P. F. 3,000
Less : Exempted (Note—3) 3.000 1,53.200
B . Income From Int. on Securities (Sec. 22-23):
I Tax-free Govt. Securitics [,250
Less exempted in full 1230 —
2. Less — Tax Govt. Securities (4,500 x %OJ 5,000
Less : Exempted - maximum 5.000 1,000
3. Less — Tax Commercial Securities (6,000 x 7'%) 8 000 8.000 9.000
C. Income from House Property (Sec. 24-25)
Let-out portion :
Annual Value :
Rental Value (5.000 x 12) 60.000
Municipal Value (1/2) 75.000
Higher one = 75,000
Less : Admissible Expenses :
18,750

, , 1 :
Repairs and maintenance (Note-4) gthof AV,
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Fire Insurance (1/2) (Note-5) 700
Interest on H. B. F. C. Loan (1/2) 3.000
Municipal Tax (1/2) 800
Vacancy Allowance (75,000 + 12 X 2) 12500 35,750 39,250
D. Income from Other Sources (Section
33-34)
l. Get-a-word Prize (Note-6) 3,000 3,000
2. Interest on Bank Deposits 4,000 4,000
3. Dividend Income (Note-7) 6.000
4. Int. on Postal Saving Account 14,000
Less : Exempted in full 14,000 — 13.000
Total Income 2,16,450
Tax-credit income (Investment Allowance)
Particulars Tk Tk. Tk.
1. Insurace Premium ....... 4,600 '
Maximum limit— 4
10% of policy value Tk. 30,000 3.000 3,000
2. Purchase of share 14.000
3. Donation to president’s Relief Fund 7.000
4. Employer's & Employee's contribution to R. 19,200
P.F (9,600 x 2)
3. Deposited to Deposit Pension Scheme (500 x 12) 6.000
6. Doenation to Zakat IFund 1.000
Allowance = 15% of Investment 50,200
Maximum limit 20% of Total Income
excluding employer's contribution to RPF =
(2,16,450 - 9,600) x 20% = Tk. 40370 or Tk.
2.00,000 - lower one 41.370 41370
So tax rebate is 15% of 41,370 6.206
Computation of Tax Liability
Particulars Rate Amount
On the first Tk. 1,00,000 of total incorre Nil
On the next Tk. 2.00.000 of total income 109
Here on : Tk. 1,16.450 @ 10% 11.645
Gross tax = 11,645
Less tax rebate = 6.200
Net tax payable 5.439
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Notes :

1y Conveyance allowance received in cash is exempted up to Tk. 12.000. No allowance

is allowed for car owned by the assessec.

2)  Medical Allowance : Assumed that the amount received against such allowance has

been fully spent.
e ; 5 . I .

3y Interest on RPF : As the amount of interest reccived Tk. 3,000 is less than zrd o

Basic Salary and the rate of interest 9% is less than 14.5%, so the full amount of
interest is exempted.

4)  Repairs and Maintenance ° Irrespective of the amount of actual expenditure, an
amount, equal to one fourth of the annual value is admissible for repairs and
maintenance including collection charge and legal cxpenses.

) Proportion of House Property Expenses : Such expenses have been allocated equally
between Rental and Self occupied portion.

6) ~ Income from lottary, Getla-word ete. are taxed al average rate applicable to the total
income of the assesseg/or 20% whichever is less. Here average ratc is less and then
is necessary.

wn

no seperate calculatio,
7)  Dividend income in pow taxable.

8)  Purchase of boo

15 fnot allowed as investment.

1Hustration=5:
The sourcy
were as follows b

f income of Mr. Tinkari for the year cnded on 31st December, 2004

A) Income from Salary :

1y  Monthly salary Tk. 6.200. in the scale of Tk. 6.000-200-10,000.

2)  Dearness allowance @ 10% |

3)  Yearly Bonus 2 Months Basic Salary

4)  Employer provided a free furnished house to Tinkari, the annual value of which 18
Tk. 38,000.

B) Income from Interest on Securities :

1) 8% Tax free Commercial Securities Tk. 20,000

2) 6% tax free Govl. Securities Tk. 30,000

3)  Interest on Less tax Commetrcial Securities Tk. 9,000 and Interest on Less-tax Govt.
Securities Tk. 7,500. '

C) Income from House Property :

1) Rental value of 1st building Tk. 35,000 & its Municipal value is Tk. 48,000

2}  Value of his residential house in which he resides is Tk. 60,000
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) Income from Other Heads of income :

1y Income from Tea Garden TK. 20,000 '

2y Income from dividend of a Private Lid. Company Tk, 22.000

3)  Income from pastal Savings Account Tk, 1.200 and interest on Fixed Account with
Junata Bank Tk, 2.500

4y Honorarium [rom examination Tk. 15.000

3y Birth day gift TK. 9.000.

During the vear Mr. Tinkari claims investment allowance for the following :

4y Purchase of Delence Savings Certificate and Postal Savings Certificate Tk.
12,000 and 5.000 respectively.

b)  Life Insurance premium Tk. 6.000.

¢} Contribution to Benevolent Fund and Group Insurance Tk. 3.600 and Tk.
1.200 respectively.

1) Donation to Govt. Zakat Fund Tk. 2.500

ey Girt o Wife Tk, 10.000

Find out total income and tax liability of Mr. Tinkart. .

(C. U. B. Com (Hons.) 1983, Modified).
Solution :
Assessment of Mr. Tinkari
Income vear : 2004-20035
Assessiient vear © 2003-2000

Part : A : Computation of Total Inconie

Particulars TE. Tk. Tk,
. Income from Salary (Secc. 21)

i Basic salany 6200 % 12 74400
b) Dearness Allowance 109% of B. 5. 7440
=) Bonus q 2 month's B S, 12,400
d) House Allowuance :

1) Annual value 38.000 i

i1) 25% of B. S. whichever is less 18 600 | =.600

[ncome from Safary 1.12.840

2 Income from Securities (See. 22-23)

i a0 S Tuy ree com. Securities Lo |
] . L E“ 2 I b | i
Grossed up 1600 X 5 - - =
___———I ﬂ-.- - .
by 6% Tax free Gove Securny 1.800
Loss exempied m full }.800 |
¢ Less iy Com, securities 9000
9000 x 10 12.000 12.000
Grossed up—-35 <

4]




Less exempted upto 5.000 5.000
Income from securities 19,133
36,000
12,000
8,000
- Inco 139,500
. Total Income : [ 2.27.473




Actual Investment
Rebate @ 15% on :

ii) 20% of T. L. = Tk. 45,495, or

m) Tk:2 Iakh - whlchever is less:

Thus on Tk: 30,30(} .

““i)‘Actual Investient = Tk. 30, 300 or

Part-C : Computatlon of Tax
ol Income Slab

) On Ist Tk. 1,00,000
ii) On next Tk. 2,00,000-
- Herc on ik, 1,27,473.
Gross Tax
Less tax rebate

12.747
4,545

58202

Net tax payable
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Notes :
Iy Int.on Tax Free Govi. Sceurities is exempted in full and that of Less-Tax Gosi
Sceurities is exempted upto Tk, 5.000,
20 Income from Tea Garden is 609 agcriculture and 407 Bsitess,

A1 Income from Postal Sovings Aecount is exempted in 1=l
4y Birth diy presentation is personal, non-recarring. casta! and Benee 1ot sl -
A Income lom Residential House is not taxable.

G) it to wite s not allowable.
Hlusiration-6:

Tareque Ibne Jabel is an accountant of Moon and Sun Lid.. drawing a monthly salary
of taka 8,000 in the scale of 5.500-100-8.500. His date of yearly salary increment falls on
Murch 1. He contributes 105 of his basic salary 1o a recognised provident fund. He has
been provided with a rent frec (]lellLl and a car for personal use. The cmployer also
allowed him as car allowance of Tk. 300 per month. Tax deducted at source [rom salary

Tk. 3,000.

Or Ist June his service was terminated and he received taka 25.000 s compans e,
He also received pika S0.000 from provident fund.

Mr. Tareque Thne Jabel owns a house at Nasirabad. Chitt: tgong: halk ol which < o
Subat take 2000 posather halt of the house is used by his family merbers He pues

vk 3000 per month v House Building Finance Corporation as bis instalmeits 1o, g
FEB gl

]

loan tken o the Corporation for the construction of the house of which 1l
mterest vi toan
Hes othor imeome for the vear concerned were as follows -

()  Birth day il ! Tk. 10.000:
(b)Y Imerest on taxable Government Sccurities TR, 6.000 (Grossi:

(¢} Income irom Unregistered Firm Tk. 12.000:
(B Income from Sale of Agricultural Crops Tk, 8.000:
() Prize from Lotery Tk. 15.000.

During the year ended on 30-6-2003 he paid lile insurance premiur ol tali H00d
He purchased books worth tuka 4.000 and made donation to National Sports Associatien
Taka 5.000. President Reliel Fund Taka 10,000 and a club Taka 3.000. On Imvestigation i
was further found that he purchased a land at Halishahar, Chittagong Tor Taka 50,000
which the D, CUT. considers undervalued o the extent of 157
Compate total income of Mr. Tareque Thiie Jabel.

[C. U B, Com. (Hons.) 19835« Year changed)
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Solution :

(The problem has been solved following the proferm s pre:

Tax Ord. 1984).

Income Tax Year : 2005-2006

FFather's Name @ ...
AAAress

Status : Individual
Residential Status : Resident
T. 1. No. oo s

| PART-A |

Statement of Income for the year ended on 30-6-2005

Assessee : Tareq Ibne Jabel

cribed under Income

Description of Income Tk.

. Income from Salary : Sec. 21 (See computation-1) A2, 36U

3 [ncome [rom Securitics : Sec. 22-23 (6.000-5.000) 1.000

3. Income from House Property : Sec. 24-25 (See computation-3) 22500

4. Income from Agriculure : Sec. 26-27 (Computation-4) 3.200

5. ) Income from Business : Sec. 28-30 —

D) [ncome from Firm 12,000

6. Income from Capital Gain : Sec. 31-32 —
7 Income from other Sources : Sec @ 33-34

(1) Dividend S

(2) Interest —

(31 Others (P Specify) © ) Lotery 15.000

8.824

50000 x 15

(11) Purchased land undervalued %5

(4) Unexplained Investment Sec. : 19

8.  Total (1-7)

2.15.084

9. Foreign Income —
LO. Total Income Y1 A.08d
Tax on total income AN
Fax credit 3330
Tax pavable £y 12N
Tax paid through deduction of tx at somee SO0
Wk

Nettax to be paid




Tax Credit Incomeflnve;txﬁent

_. \Descrlpnons Tk.
(1) Life Insurance Premium ' 6,000
(2) Contribution to Deferred Annunity Fund
(3) Contribution to Provident Fund under Provident Fund Act. 1925
(4) Employee and Employer's contribution to Recognised Provident 13,040
Fund (6520 x 2) mef oow w o -
(5) Contribution to Old Age Fund R
(6) Purchase of Shares and Debenture of Recogrused Company
(7) Purchase of Govt. Securities and Savmg Cemﬁcatc
(8) Contribution to Dcp051t Pensmn Schcme e o kgt
(9) Zakat Fund - I B e
(10) Welfare and Group Insurance e Ll
(11)  Other deductions (if any) : Pl‘CSIdeI‘ltS Rellef Fund 10,000
Total Tax Credit Investment 29.049]
From total tax credit @ 15% on Tk. 29,040 will be allowed subject
to maximum of 20% of T. I: or Tk. 2 lakh whichever is less. "
Computation-1 : Salary Income ‘ Taka
. Basic Salary: 7,900X8 = : 63,200
- 8,000X 3 = . 24,000
’ 87,200
2. Housing facilities 1
25% ol B: 8. 21,800
3. (i) Car allowance @ 7.5% of B. 5 6,540
. (i) Additianal cash allowance 3,300
4.  Employer's contribution to P. F. 8,720
5.  Compensation for termination = . 25.000
| 132,00
Computation-2 : Income from securities:
Income from Govt. Securities : : 6,000

1.ess exempted upto TK. : 5.000

1,000
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Computation -3 : Income from House Property

A) Rental portion
(1) Municipai vaiue ?
(11) Rental value = 3,000 x 12 = 36.000
~ Annual value 36.000
Less: (i) Repairs (yth of A, V.) = 9,000
(ii) Int. on foan = 750 X 12 X % = 4.500 13.500
' . 22,500
Computation — 4 : Income from Agriculture  Taka
Sale of Crops = : 8.000 (Assumed OI088)
Less allowable exp. upto 609% = 4.800
‘ 3,200
Computation of Tax :
i Tax on first Tk. 1,00,000 - Nil
F on Next Tk. 2,00,000 @ 10% ' 11,508
(In this casc on 1,15.084) 11,508
Less 15% Rebate on 29,040 = 4.356
' 7.152
Notes

(1) Amount received from balance of Recognised Provident Fund at service cud is not

5)

6)

treated as income for tax purpose i.e exempted in full.

Birth day gift is non assessable casual & non-recurning income and is fully
exempted. '

Income from lottery will be taxed at separate rate applicable to it or at the average rate
of tax applicable on the total income of the assessee whichever is less and then tux to
be adjusted accordingly. Her seperate rate is 20%. But as average rate is then 20% no
reparate calculation is necessary.. - |

Donation to National Sports AsS_oCiation‘, Purchase of books are non-allowsble as per
Finance Act, 1992, ) |

As per Finance Act, 2,000 repair is _z_lllowable equivalent to l—:lh of A. V. Honruer if it

would have been commercial bui'I'di'ng 30% could have been allowed as per Finance
Act. 2004:

As per Finance Act, 2,000 an amount of 7.5% of B. S. will be added if the employce
gets car for personal use. Further, if any additional allowance is received, that amount
will also be added. ERRR
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Khan had the followine income for the vear ended on 30-6-2005.

Compute his Total and Tax Credit Income.

salary Income :

1 Basie salary & Tk 3,000 pe et
oy Jonts cquivadent o two momh’s 5.5
i VI svidis l‘-l'n'.idul with o car for buth personal and olice use. FHis enplos

spent Tuka 300 per month for running and maintenanee of the car.

He contributed 10% ol his basic salary 1o a Contributory P15 His account was
credited with Taka 800 as interest.

vy His employer provided him with & [ree-furnished quarter.

On 30th June 2005 he retired on golden handshake program and recerved TK.
1.50.000.

V)

Vi)

Income from Investment :
i) Interest from Debenture Tukia 20,000, {Gross )

Bividend from a Company enjoying tax holiday Taka 6.000.

He holds 1.000. 105 preference shares of Taka 100 cuch front a Compaiy ned

1)

1)
registered in Stock Exchange.

V) Interest on Fostal Deposit Account Taha 6.000,

Other income :

He holds an agricultural land from which he carncd Tuka 10.000 as agricultural
income. He claimed Tuaka 7.000 as expenses for the purpose. He carned capital gain of Tk.
S.000 on transfer ol a l!wuilding. Ity incicdental expenses for the same was Taka 2.000.

:
Investiment
During the year his investments were ds follows
ol Purchase of Defence Certilicate Taka 8.000.
i) Life Insurance Premium Taka 2.000).
i) He deposited Tk. 200 per month to the Deposit Pension Scheme maintained by

him.
Lie donated TK. 2.000 to an Orphanage and Taka 3.000 10 Reliet Fund.
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Solution

Assessee :
Income year : 2004-2005

Mr., A. K. Khan

Assessnient year : 2005-2006
Computation of Total Income :
i. Income from Salary : (Sec. 21) Tk. ke
1) Basic salary 5.000 x 12 60.000
i) Bonus 5.000 x 2 10.000
11) Car allowance : 7.5% of B. S. Lfg'c’/?n.()()(}
iv) Employer's contribution to P. F. @ 10% 6.0600
v) House allowance : Annual Value ?
or, 25% of Basic Salary 15.000 = lower one 15.000 04,000
2. Income from Seccurities : (Seec. 22 & 23)
i Interest on Debenture 20,000
Less texempted up to 20.000 — —
3. Agricultural Income : (Sec. 26 & 27)
}J Agricuitural income 10.000
Less tallowable exp. @ 60% maximum 65.000 +4.000
4. Capital Gain : (See. 31 & 32)
1) Gross capital gain 5.000
[Less sexpenses ) 2.000 6.000
5. Income from Other Sources : (Sec. 33 & 34)
@) Dividend frons tax holiday enjoying Co. 6.000
Exempted in “ull — —
b) Dividend from Company (Pref. share dividend 10.000
¢) Interest on Postal Deposit Account- " 6,000
(Exempted in full)
Total Income : 1.14.000
Tax-Credit Income :
i) Purchase of Defence Certificate 8.000 .
i) L L P 2,000
1) Deposit Pension Scheme 2,400
iv) Donation : Relief fund < 3.000
V) Contribution to Contributory P, F, (6000 X 2) 120001 o) |
Notes )
1) [nterest on Recognised P.F s c.\cmp[c‘d Up Lo él‘d«u[‘ salury or iterest computed @

30)

I4.5% whichever is lesso 1t is assumed hess that interest rate is less than [0 .

-



‘Assumed that interest on D | from such a Co. roved b;

s - the Comptroller of Capital Issue, . VRYE medatesd A,

©3)  Investment tax credit @ 15% is allowable on investment made subject to maximum of

7 50% total income (after dediicting employér's contribution to recognized P. F. and
int. on recognized P. F. if any, included in total income) or Tk. 2 lakh whichever is
less. , S : T

4)  Assumed that Books of accounts were not maintained in respect of agricultural
income and thus 60% of the income is allowed for expensces.

5)  Dividend received from company enjoying tax holiday is not taxable.

- 6)  Amount received on golden handshave is non-assessable.

Hlustration-8: | I P ' -
/. Mr. Lal Mia is the chief accountant of a Public Limited Company. His sources of -

3 income for the yezif ended 3Ofli';J11ne, 2005 were as follows : .. ST
“(A) Income from Salary : . E IS
' Basic Salary per month -~ 20,000
Arrear increment . s I ~ 10,000
Medical Allowance per month - ' 500

Bonus-2 month's basic salary as festival and one month's basic as incentive
allowance. :

Mr. Lui Mia has been provided with a rent frec furnished house of annual rental value
of Tk. 72,000 and a full time car for his personal use. He contributed 10% of B. S. to an
Un recognized Provident Fund (URPF) and his employcr also contributed the same
amount. He received interest @ 15% Tk. 18,000 on the accumulated balance of Provident
Fund. _

(B) Income fromyHouse Property : _

" He has a houde. Half of the house is let out at Tk. 12,500 per month and the other
half is used for his residence. The Municipal Value of the house is Tk. 2,50,000. Expenses
of the house for the year were as follows

Land development tax Tk. 2,000; Repairing Tk. 6,000; Instalment on H. B. F. C.
loan Tk. 45,000 of which interest is Tk. 15,000, Cost of installing water & electric line Tk.
40,000 and Municipal Taxes Tk. 5,000.

~ The house was remained vacant for two months during the ycar.
(C) Agricultural Income : : _

Sale of Agri-products Tk. 2,00,000; Cash rental of agricultural land Tk. 1,00,000
and sale of honey Tk. 10,000. e 2 s ' _ L

Expenses relating to agriculture were-local rates and taxes Tk. 3,000; insurance
premium TK. 6,000; intcrest on loan Tk. 15,000 and land development Tk. 25,000.

() Business Income : e - o ‘
 Share of profit from Partnership firni 1,50,000; Income from Sole Tradership
Business Tk. 50,000; last year's loss c'ar_Ljied__folrward_Tk. 40,000,
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(I2) Other Income : Tk.
i) Ioferest on bank depos it 13,000
i) Price of Lottery 40,000
i) Dividend received from privale co. 50,000
() During the year he incurred the following expenses : Tk.
[Ffamily expenses 2,40,000
Insurance Premivm-own (Policy v alue Tk. 6,00,000) 50.000
Insurance Premium-spousc (Policy value Tk, 3,00 ,000) -+ 40,000
Purchase of Share of Partnership ' 65,000
Purchase of Debenture 30,000
Purchased share from Stock Exchange 50,000
Purchasced Books 1.000
Donated to Prime Minister's Relief Fund. * 10,000
Deposited to Pension Scheme (per month Tk. 500) 6,000
Paid to Zakat Fund 3,000
Find out the Total Income and the Tax Liability of Mr. Lal Mia. -
[ :
Solution : “ i _ . w
Assessee : Mr. Lal Mia -
Assessmient year : 2005-2006
Income year : 2004- 2005 L
Part—A = Determination of Total Income e
Heads of Tncome Tk. Tk Tk . .
A. Income from Salary (Section 21) : :
. Basic Salary (B. S.) (20,000 X 12) 2,40,000
2. Arrear increment : 10,000
3.  Medical Allowance (500 x 12) 6,000
_ Less : Exempted - Actual exp. (Note-1) - 6,000 - =
4 (a) Bonus (Festival) (Tk. 20.000 x 2) v 40,000
(b) Bonus (Incentive) (Tk. 20,000 x 1) 20,000
5. Rent-fice accommodation (25% of B. S. ot 160,000
- ioel, TRE60,0007or annual rental value Tk, |- 22ty oo
n 0 72, 000 lower one) e e TS L] i I
6. ;{'.Conveyance Facility (7 5% of B.S.) - » 118,000 3,88,000]
B . Income from House Property (Sec -24) PR Lo 4 = o
"+ Let-out portion : , fn 7ok
' Annual Value . ‘
Rental Value (12,500 x 12) 1,50,000
Municipal Value (2,50,00 X 3 25,000 .
.- Higherone : 1,50,000
- Less : Admissible Expenses (Sccuon 25) woE
37 500

. :_::. Land development tax-z— -

. Repalrs and mmntenance (Note—2) S f;i.'"
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. | ! <10
Interest o FLBCL Toan ! | ' {
) o ' RNt
Municipal Tax | e l
: |
Vacie s Mbetanee O E BSun- i S 34 ) Py
(Note-3i o e e
Atricultural Income Sec. 260 '
1) Sade of Agn, products | L i
i) Cash rentals ot agriculivra Ll | Faligt AL L

poano] A0 000

iii) Sule of Honey @ (Noleé-4)
Less : Admissible Expenses (Section-27)

Local rates and taxes 340100
[nsurance premivm 6.000)
Interest on loan 5.000

Cost of Production (60% of sules of product 1200001 144000
Tk. 2.00.000) (Nate-4)

Income from Business (Section-28)
Share of profit from partnership firm [
Prolit from sole-tradership business S0.000
Less : Set off under section 38 40000 10000
Income from Other Hources (Scc.

RAgrest on Bank Deposits P3.000
Prize of Lottery 40,000
Dividend Income (Note 5) 500,000

30000

1.60.000
|

|a0.600

L5000

Total Inconmic

8.93 500 ]

Part-B : Determination of Tax-credit Income

‘ Particulars Bl Tk
[ . Insurance Premium - own 50.000

Muximum - 10% of policy value TK. 6.00.000 60.000 S0.000
2~ Insurance Premium - spouse +0.000

Maximum - [0% of policy value Tk, 3.00.000 30.000 30.000
3. Purchase of Debenture 30,000
4. Purchase of share form Stock Exchange 50.000
5. Donated to Prime Minister's Relief T'und 1 ().000
G. Deposited o Deposit Pension Scheme (Th 500~ 12) 6.000
7. Donation to Zakat Fund 3.000

1.79.000

Rebate @ 15% on investment, but maximum himit =
20% ot Total Income excludimg  employer's
contribution to RPF = Tk. 893500 - 0 = Tk
8,93.500 = Tk. 1.78.700 or Tk. 2.00.000 whichever
is less. Hence he will get rebate on Tk, 1.78,700 @

159 ="TkK. 26.805
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Determination of Tax Liability : Taxable Income = Tk. 8.93.500

Income level Rate Amount |

i) On st Tk. 1,00,000 | - Nil
1) On next Tk, 2,00.000 105 20,000
i) On next Tk. 2,50.000 15% 37,500
iv)  On next Tk. 3,50,000 (Here on Tk. 3,43,500) 20% 68.700

Gross Tax 1.26.200

Less?
(lv Tax Rebate : Tax Credit Income 26,805
2y Tax Rebate on income of Partnership at average rate =

, 1.26,200

Average Tax rate = 893500 = 14.12

.. Rebate on 1.50.000 21.186 47.991 |
Net Tax 75 _'_2_(-)_{-)

“intng 1 i

ti Medical Allowance @ Assumed that amount received has been Luliy spent.

v Repair @ Repair is allowed J_f{h ol AV irrespective of cost incuried.

‘

S Vacaney Allowance : It is allowed in proportion to vacant period of the annual value.
(ot of Cultivation : No allowance is allowed for cash rentals but 60% allowance
agatist sale proceeds of agricultural products is allowed as cos! of cultivation.

ae o Pividend from Company registered in Stock Exchange is exempted in full. Butif it is

recetved from Pyt Litd. company no exemption is allowed.

[ottery income is taxed at average rate or 20% whichever is less. Here average tax

rute 18 lower. It has been taxed as per normal rate applicable.

Lneployer’s contribution to unrecognized provident fund is not added with income.

So no investment allowance is allowed for employee and employer's contribution to

Provident Fund. .

Ilustration-9:

Mr. Noruttam Thappa is a Government employee. He draws monthly salary of Tk.
12.000 at the scale of Tk. 9000-200-15.000. His yearly increment of salary falls on st
February. He received Tk, 300 as medical allowance and Tk. 600 as entertinnment
allowance. The employer has provided him a rent-free quarter and a car for office and
private use. He has also becn provided with telephone facilities at office and residence. The
bill for these telephone amounted to Tk. 24,000 and Tk. 30,000 for the yvear. He
contributes 10% of his basic salary to Statutory Provident Fund.
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He has a house at Gulshan, Dhaka which has been let out at Tk, 9,000 per month.
The expenses for the house were as follows :

Th.
i)  White wash and repair 8,000
i) Salary of guard 12.000
i) City Corporation tax 10,000
iv)  Gas bill 4,200

v)  Water tax Tk. 8,000 (50% borne by the tenant)

His income from different other sources are as follows :

i) Interest on Bank Deposit Tk. 20,000

ii)  Income from gift Tk. 40,000

iii)  Sale of fish from pond Tk. 30,000 and lcase of agriland Tk. 40,000

iv)  Income from Partnership Business Tk. 50,000

v)  Receipt from Deposit Pension Scheme on maturity Tk. 1,00,000

vi)  Interest from 89 less tax Govt. Sceurity Th. 8.000

vii)  Sale of car Tk. 2.50,000. Cost of the car was Tk, 4,006,000 and depreciaien o
far charged Tk. 2,00.000.

He ade the following investments for the year:

i) Purchase of Shares Tk, 530,000

iy Purchase of ICB Certificate Tk, 20.000

i) Purchase ol Gold Tk. 20.000

iv)  Life Insurance Premium Tk, 20,000 :
) v)  Contribution to National Sports Federation Tk. 20,000

vi)  Donation to a local club Tk. 10,000

vii) Donation to a Blind School Tk. 15,000

*  Tax deducted at source an amount of Tk. 18,000 of wihch Tk. 16,000 was from

salary and Tk. 2,000 from interest on bank deposit.

Compute total income and tax Jiability of Mr. N. Thappa for the year ended on 30-6-
2005.
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Solution :

Income-Tax Return of Mr. Noruttam Thappa

Income year : 2004-2005

Assessment year ; 2005-2006

Part - A : Total Income for the ycar ended on 30-6-2004

Particulars

Tk.

Tk.

|2.

=

1,

Income from Salary (Sec. 21)
a) Basic Salary : 8,800 x 7= 61,600
: 2 9,000x 5= 45,000

) Medical allowance : Tk. 3,600

Less exempted Tk. 3,600

(assumed to be spent in full)
(c) Entertainment ailowance
(d) House Rent allowance ; 25% of B. S.
(e¢) Conveyence : 7.5% of B. S
Income from Securities (Sec. 22-23)
Int. from Less tax Govt. Sccu&i[y Tk. 8,000
8000 x 10
7.
Income from House property (Sec. 24-25)
Annual Value :
1) Municipal Value =?
i) Rental Value :

Rent 1.08.000

Less: Waler 'I‘ax% 4.000

Actual Rental Value = Tk. 1.04.000~ngher one
Less allowable deductions :

Grossed up =

26,000

11) City Crop. tax 10.000
Income frem Agriculture (Sec. 26-27)
Income from Business (Sec. 28-30)
Income frorn Partnership Business

. 1 :
1) Repair jth of AV)

. Capital Gain (Sec. 31-32)

Income [rom Other Sources (Sec. 33-34)
1) Interest on Bank Deposit
i) Income from gift (Note-2)
Less exempted in [ull

1) Sale of fish from pond
iv) Sale of Car (Note-3)
Total Income

40.000
40.000

1,06,600

2
Sl
OO D
D h O
& e

10,667

1.04.000

36,000

20,000

30,000
50,000

148,445

10,667

68,000
40.000

50,000

1.00.000

4, L] L2y
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Part=B : Tax-Credit Income (Investment Allowance)

Particulars Amount in Tk.
1. Employee's Contribution to SPF 10,660
2. Purchase of Shares 50,000
3. Purchase of ICB Certificate 20,000
4. Life Insurance Premium 20.000
5 Contribution to National Sports Federation 20,000
6. Donation to Blind School 15,000
Total 1,35,660
Tax Rebate @ 15% on:
i) Actuad Investment = Tk. 1,35,660 , or
i) 20% of T. 1. = Tk. 83,422, or
iii) Tk. 2 lakh - whichever is less
. on Tk. 83,422 13513
Computation of Tax Liability
Income level Rate Amount
On Ist Tk. 1,00,000 - Nil
On next Tk. 2.00,000 109% 20,000
On next Tk. 2,50,000 ' 15% 17.567
(Here on Tk. 1,17,112)
Gross Tax 37.557
[.ess Tax rebate on Tax Credit Income L [2.513
25,054
Less tax rebate on partnership business income
(assumed to be taxed one) at average rate
Avcerage tax rate :25@'2(;30907 Hal
e 4,17,112
Tax payable 20,551
[ess tax deducted al sources ' 18,000
Net Tax now payable 2 33l

Notes :

1) Water tax is supposed to be paid by the tenant. As it has been paid by the land lord,
the actual rent has reduced by the portion that has been paid by the tenant.

2)  Income from gift Bond is exempted in full as tax will be paid by the person making
aift.
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3)  Profiton Sale of Car : Tk.
Cost of the Car = 4,00,000
fess depreciation = 2.00.000
W.D. V. 2.00,000
Sale Price 2.50.000
Profit (Revenue) 50,000

There is no capital profit as sale value does not exceed original cost.
4)  For.Statutory (Govt.) Provident fund, invesunent allowance is allowed for
employee's contribution. In this fund Govt. does not contribute anything.

= i, 3 " : i : 1 .
3)  Repair including salary of guard, collection charge is aillowed for 4lh of AV

irespective of expenditure incurred.

() Gas bill expenses is not an allowable expense.

7} Receipt from Deposit Pension is not treated as income for tax purposc.

8)  Purchase of gold is not an allowable invexlznc‘gt.

J)  Donction to club is not allowed.

() Donation to Institution/Association for welfare of disabled person is allowed for tax
exemption/rebale,

tHustration-10:

Mr. Bhipen Hazaiika presents the following particulars of income for the year 2004-
2505, Shew Total Income and Tax Liability in the self-assessment incoine fax form :

A) Income from Salary :

Basic salary Tk. 10.200 in the scale of 9320-440 x 10-13720. His date of yeariv
salary increment is on Ist April. He received Dearness Allowance @ 10% of B. S. and
Medical Allowance Tk. 300 per month. He received two bonus equivalent to one month's
hisie salary-one received before date of increment and another after increment. ke
contrivates 10% of his basic salary to Statutory Provident Fuid. He has been provided
with a rent free quarter for which 75% of B. S. is deducted. He received interest on
crovident Fund Tk. 6,000 at an interest rate of 13%. He has been provided with a car for
sffice and private use for which Tk. 200 per month is charged.

B) Income from Securities
i) 8% tax free Commercial Securities and Govt. Securitics the value of which are
Tk. 20.000 and Tk. 25,000 respectively.

i) Interest on Defence Savings Certificate Tk. 4.000.

i) Int on less tax Commercial and Govt. Sccurities Tk, 2.800 and Tk. 3,000

respectively.

iv)  Interest on Debenture Tk. 20,000.

He paid bank interest Tk. 800 taken for the purchase of tax free Commercial
securitics.

31



Income Tax-238
C) Income from House Property :
He purchased a house in the name of his wife on Ist January, 1998 which has been

let out at Tk. 4,000 per month. The municipal value of the house is Tk. 50,000. After 3
months vacancy, the house was sold out on Ist July, 2002 at a capital gain of Tk. 20,000.

He paid municipal tax of Tk. 1,200 for the year.
D) Income from Agriculture and Business :

He sold out agricultural products received on crop sharing basis for Tk. 25,000 and
also received Tk. 40,000 from sale of products out of his own cultivated land. His
expenses for agriculture was as follows :

Cultivation cost Tk. 28,000; UP tax Tk. 3000 and Land revenuc Tk. 2,000.

He has a sole tradership business from which he received profit Tk. 3,00,000. In the
Jast year the business incurred a loss of Tk. 12,000.

E) Income from QOther Sources : Tk.
1) Prize from Prize Bond 40,G00
i) Income from Salt Production 21,000
iit)  Prize for passing departmental exam. 5,000

1v)  Bank interest 22.000
His investments during the year were as follows :
1) [ife Insurance Premium Tk. 3,000
i) Donation to Red Crescent Society Tk. 7,000
iii)  Purchasc of ICB Unit Certificate 19,000
iv) Purchase of Share Tk. 18,000 of which Tk. 5,000 has been provided from sale
of share purchased in last year the purchase valuc of which was Tk. 7,000
v)  Contribution to Zakat Fund Tk. 4,000
* wvi)  Contribution to President Relief Fund Tk. 5,000

Investigation disclosed that he received Tk. 40,000 from Insurance Company for
destruction of some assets of his business, the W.D.V of which was Tk. 30,000.
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=

. : Assessment year 2005 2006
Name : Mr. B. Hazarika Bn’th date :

i "= i Description | : ##inuumed due g st Ty |t
1. | Gross income from Salary (Description-1): « %5 T 800 | £ et -'1,89,454
2. | Taxable income from Salary (Descnptlon-Z) IR petes v11:79,854
3. | Income from other sources except salary (Descrrpnon -3) - 2.02,866
4. | Total taxable income i 3,682,720
5. | Tax payable on total taxable income (DLSC!'IDUOI’] -4) - 39044
6. | Rebate on Tax-credit income (Investment Allowanc:) (Des.-5) <o 8,077
7. | Net tax payable 5 - 1 30,967
8. | Tax paid by employer or deemed to be Ddld T e
9. | Tax deducted at source (if any) x Rl - —
10. | Net tax payable after adjustments 30,967
Appendices : e I :
Description-1 : Gross Income from Salary “
Particulars ; Tk Tk.
1) Basic Salary : E e ‘ B
Tk. 9760 (10,200-440) X 9 = ' 87,840
Tk, 10,200 x3 = ' 30,600 1,18,440
i) Dearness allowance @ 10% of B, S. ' 11,844
iiiy Medical allowance 300 x 12 3,600
iv) Bonus (9,760 + 10,200) 19,960
v)  House Rent allowance : ' - '
25% of Basic = ‘ 29,610
Less deduction @ 7.5% 8,883 20,727
vi) Int. on P. F. 6.000
vii) Car allowance : 7.5% of B. S 8,883
1,89,454
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Taxable Tncome from Salary

%) House Rent allowance
b Car allowance

- Particulars I'k.
1 Basic Salary L, B840
) Dearness Allowance i .84
i) Bonus 19.960
20727

8,853

1.79.854

Description-3 : Income other than Salary

Particulars

12

Income from Seccurities :
a) Int. on tax-free Govt. Securities

8% on Tk. 25.000 = Tk. 2,000 (exempted in [ull)
b) Int. on Defence Certificate 4,000 (exempted in
Qollnt. on less tax Govt. Sccurity =

- |
3000 : Grossed up;U%O;‘ 0 _ 4000

Less cxempted upto = _5.000
d) Int. on tax-free Com. Securitics
8% on 20,000 = 1,600

Grossed up = 16({}95}( 10

2) Int. on Less tax Com. Securities = Tk. 2.800,

e
Grossed up :*'"boqux 10

t) Int. on Debenture = Tk. 20.000
Less exempted = Tk. 16.000
(Tk. 20,000 - Earlier exemption 4,000 = Tk. 16,000)

Less allowable deduction

Income from Haouse Property

House purchased in the name of wife (Income under
Sec, 43)

Annual Value

1 Rental value = Tk. 48.000
t1) Municipal value = Tk. 50.000
Less allowable deductions

Higher one =

L
~J
s

e

4.000

9.866
800

50.000)

9.066
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a) Repair % of AV = Tk. 12,500

b) Municipal Tax = Tk. 1,200

¢) Vacancy allowance (50,000 X %) = Tk. _12.500 26.200 23,800

3. Agricultural Income :

a) Sale of crop received from share croping 25,000

b) Sale of crop received from

owner's cultivation = 40,000

Less cost of cultivation 60% maximum = __24.000 16,000

41,000

Less other allowable expenses

i) UP Tax Tk. 3,000

ii) Land Revenue Tk. _ 2,000 5,000 36,000
4. Income from Business :

a) Income from sole tradership 30,000

Less last year's loss 12,000

18,000

b) Receipt from insurance company : Tk. 40,000

(for distruction of asset)

W/D/V of asset Tk. _30.000 10,000 28,000
5. Capital Gain :

Sale of House 20,000

ILess loss on Sale of Share 2,000

(7,000-5,000) | 18,000
6. Other Income : !

1) Prize from Prize bond 4,0000

ii) Income from salt production : 21,000

i) Bank interest 22,000

iv) Prize for passing departmental exam. 5,000 88,000

(Assumed in accordance with service condition)
Total 2.02.866

Description-4 : Tax Liablitity on Total Income of the Taka 3,82,720:
On Ist Tk. 1,00,000 Nil

On Next Tk. 2,00,000 @ 10% = 20,000
On Next Tk. 2,50,000 @ 15% = 12.408

(Here on Rest Tk. 82,720) =
73__27.408
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Description-5 : Rebate/Allowance of Tax-Credit Income

Tax Credit Income Tk.

1 Life Insurance Premium 3,000
1)  Purchase of ICB Unit Certificate [9.000
mi  Purchase of share Tk. 18,000

[Less Sale of share purchased carlier :

Sale price or purchase price — Higher one Tk. _7.000 11,000
vy Zakat Fund 4.000
v)  President's Relief Fund 5.000
vi) Employee's contribution to Statutory Provident fund 11,844

e 53,844

Rebate 15% on :
i) Actual Investment = Tk. 53,844
i)  20% of Total income = Tk. 76,544
i) Tk. 2 lakh - whichever is less = 3,077

(Students are advised to calculate head wise income, tax liability and rebate first and
then fill up the return form)

Notes :

1) Reparsete. @ __—ﬂh of AV are allowed irrespective of expenditure.

2y Donation to Red cresent 1s not allowed for investment allowance.

3)  Capital gain has arisen within 5 years ol purchase and thus has been added with total

income and taxed aw normal rate applied.

IMustration-11:

Mr. Murtoza Bashir, an accountant of a Textile Mill drew monthly salary of Tk.
10,000. He was provided with a house by the employer at a concessional rate of Tk. 1,250
a month. Both employer and employee contribute 10% of B. S to the provident fund which
wis not recognized. He got two bonus equivalent to one month basic salary each.

His service was terminated on st March, 2005 for which he received compensation
of Tk 80.000. He also recerved Tk, 80.000 from Provident Fund balance among which
Bis contribution and interest there on was TR, 40,500, His other income for the year ended
on 30th June. 2004 were as follows :

1) Interest on Municipal Security Tk. 8.000

1) Honourarium as Jury Tk. 20,000
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11)  Profit from firm Tk. 25,000 (Taxed)
iv)  Salc of paddy grown in his Agricultural Land Tk. 40,000
He has a house. Half of which is let out at Tk. 4,500. Other half of the house is used
by his son-in-law. The municipal value of the house is Tk. 50,000 on which 10%
municipal tax is paid. Half of the tax of tenant’s part is borne by the tenant. Land revenue
of the house is Tk. 500 which has not yet been paid. He spent Tk. 6,000 for repair of the
house.
His investments during the year were as follows :
i) Purchase of Debenture Tk. 6,000. During the year he sold Debenture at Tk.
5,000 which was purchased at Tk. 3,000 in the year 2000.
ii)  Life Insurance premium for self and wife Tk. 8,000 and Tk. 5,000
respectively. _
iti)  Purchase of ICB unit Certificate Tk. 20,000.
During the year he purchased a plot of land at Tk. 1,00.000. He could not
satisfactorily explained the source of Tk. 40,000 used for purchase of this land.

Compute tax to be paid by Mr. Murtaza Bashir.

Solution:
Tax Assessment of Mr. Murtaza Bashir
Income Year : 2004-2005
Assessment Year : 2005-2006

Part-A : Computation of Total Income j
Description Tk. TK.
1. Income from Salary (Sec. 21) .

a) Basic Salary : Tk. 10,000 x 8 80,000
b) Bonus 10,000 x 2 20,000
¢) House allowance :
1)25% of B. S. = 16,000
i1) Deduction by employer = _10.000 6,000
d) Compensation for termination of service 80,000
e) Accumulated balance of URPF 40,000 2.26.,000
(Employer's part)

2. Income from Security (Sec. 22-23)
a) Int. on Municipal Security Tk. 10,000

10000 X 10 13333 13303

Grossed up- 575 ‘ !
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Income from House Property (Sec. 24-25)
A) Let out portion
Annual value :

i) Municipal value (,)l) 25.000
i1) Rental value 54,000
Add : Municipal tax borne by tanant  __1.250
Actual Rent 55.250

Higheronc=A. V= 55,250
[.ess deductions :
a) Repairs ith of AV. = 13,813
b) Municipal Tax 5 = 2,500 15213 Se
B) House used by Son-in-law 38,937
(Similar value as let out part) _
4. Agricultural Income (Sce. 26-27)
Sale of Paddy 40,000
Less cost of cultivation (60%) 24.000 16,000
5. Income from Business (Sec. 28-30)
Share of Profit of firm 25.000
6. Capital Gain (Sec. 31-32)
Profit on Sale of Debenture 2,000
7. Income from Other Sources (Sec. 33-34)
a) Honararium as Jury 20,000
(It 1s non assessable casual income and thus
exempted in full) 20,000 —
8. Income under Sec. 19
u) Unexplained source of Investment (for purchase of land) 40,000
Total Income 4.00,207
Part-B : Comnputation of Tax-Credit Income
Particulars Tlk.
1. Purchase of Debenture (Note-1) 1,000
2. Life Insurance Premium :
Self 8,000
Wife 5,000
3. Purchase of ICB Unit Certificate 20,000

34,000
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5o Income Level&Tax LA .‘éi-’*:
T On TR 1,00,000 - Vil ¢

i) On next Tk. 2,00,000 L
“1ii)  On next Tk. 2,50,000

Here on Tk. 1,00,207

Less Rebate: : s ot O 400 C L 6
a) Less Tax rebdle @ 15% on Tax credit Income TIET R
1) Actual mveslment .- Tk.34,000 7 e
D) 20% oftotal income | ' ©Tk. 80,041
 1it) ‘Tk 2 Iakh whlchcvcr is less : thus on  Tk. 34,000, - "
B Rebate orl lesser one i. € on 34, 000 L o . 5,100 '
) T : T 20031
Less "tax rebate” on firm's income {Note-2) o 2,188
Net tax = 27,743
Notes-1: Investment on Debenture :
a)  Investment in income year - sale (Pu:clmse or sale value : higher one)
= 6,000 - 5,000 = Tk. 1,000 :
b)  Investment in 3 years - sale (purchase or sale value : higher cne)
= 9,000 - 5,000 = Tk. 4,000
+  Lower of the two = Tk. 1,000
Notes-2: T _ 1
Tax rebate on income of partnership firm (assumed to be taxed) is allowed at average

35,031
ratc : Average rate = 7.00. 207 X 100 = 8.75

erate = 8.75% on Tk. 25 000 = Tk. 2 188

Iilustratlon 12

Mrs. Jahanara Imam is a Proféssor of a Medical College She draws Tk. 15 OOO as :

sa]dry Tk. 300 as medical allowance and Tk. 1,000 as entertainment allowance per month.
She also receives 40% of her basic salary as housc allowance aml two bonus a year -
equivalent to one month's basic salary each.
In the evening she provides consultancy services to patients and gives lectures as part
time Lecturer in another Medical College for which her income amounted to Tk. 60,000 &
20,000 respectively. She pays Tk, 2,000 per month to her assistant in the Chamber,
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She owns a house at Banani, Dhaka. During the year income from the house has been
computed at Tk. 23,000 as follows :

B Description Tk k.
Rent 74.000
Less Expenses :
a)  Repair ' 8.000
b))  Water hill 10.000
c¢)  City Corp. Tux 5.000
d)  Insurance 4.000
¢)  Salary of Guard 24.000
Total 51,000 51.000
23.000
Her other income were as follows :
a)  Agricultural income Tk. 25,000
(From lease of land)
b)  Receipts from LIP on maturity Tk. 80,000
¢)  Examination remuneration Tk. 25.000
d)  Interest on Postal Saving Account Tk, 15,000
e)  Income from Garden Tk. 20,000

During the year her investments were as follows

1) Purchase of Share frem Secondary Market Tk, 30.000

i) Life Insurance Premiuni Tk. 10,000

i) Purchase of Surgical Instruments Tk. 50,000 :

iv)  Contribution to Group Insurance Tk. 1.800

v)  Contribution to Recognized Provident Fund @ 10% of B. S.

Investigation disclosed that she had a plot of land at Baridhara, Dhaka. She gave il 1o :
a land developer who built a five storied flat on it with 20 units. The developer gave her 5
four flats valuing Tk. 40,000 each. She sold two flats at Tk. 82,500 each and rented oul f
other two flats at Tk. 12.000 each. The cost of the land was taka 5 lakhs at the time of
purchase & its cost estimates at 20 lakhs during the construction. Compute Total and
Taxable Income of Mrs, Jahanara Imam for the assessment vear 2005-2006.
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Solution :

Assessment of Mrs. Jahanara Imam

[ncome year : 2004-2005

Assessment year : 2005-2006

Part=\A : Computation of Total Income
]

Description Tk. Tk.
I. Income from Salary (Sec. 21)
a) Busic Salary Tk, 15000 x 12 1.80,000
b) Medical allowance 300 x 12 = Tk. 3.600 -
Exempted in full assuming that it
has been fully spent.
¢) Entertainment allowance 12.000
d) House allowance :
Amount received Tk, 72.000
Exempted upto 50% of B. S. = Tk. 90.000
or Tk. 15.000 per month = TK. 1,80.000
whichever s less. Thus exempted in full -—
¢) Bonus Tk, 15.000 x 2 30,000
£y Employee's contribution to RPF @ 0% of B. S. 13,000 240,000
2. Income from Securities (Sec. 22-23) =
3. Income from House Property (Sec. 24-25)
a) Let out house at Banani
Annual Value :
1) Municipal value = ?
1) Rental value = 74,000 (Higher one) 74,000
Less allowable deductions :
a) Repairs = %lh of AV = 18,500
B) City Corp. Tax = 5,000
¢) Insurance = 4.000 27.500 46.500
b) Let out house at Baridhara
Annual Value :
Municipal Value — ?
Rental Value Tk. _2.88.000 2.88.000
Higher one
72.000 2.16.000

I.ess Repairs ZIL[h of AV
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3 Agricultural Tocome (Sec. 26-27) [ T
a) Lease of Land 25,000
h) Income from Garden 20,000 45,000
5 Income from Business or Profession (See.|
- Bbelddh) Consultancy : 7
Gross Income 60,000
Less Salary of Assistant - 24 000 36,000
6. Capital Gain (Sec. 31-32)
Sale price of two flats at Baridhara (82,500 x 2) 1.65.000 f
[.ess: (1) Cost of the tlats : 80,000
(i1} Proportional value of Land: _ﬁ_()UU)_(LiX__? 50,200 130,000 35 000
7. Income {rom other Sources (Sec. 33-34) '
1) Examination remuneration 25,000
ii) Part-time leciure — 20,000 45,060 |
Total Income 5 ?:E.QUJ?.J
Part-B : Computation of Investment Allowance
- Description Tk, |
I, Purchase of Shac 30,000
2. Lie Insuance Promium 10,600
3. Group Insurance ‘ [,800
4. Employer and Employee's Contribution to Recognized Provident Fund . 36,000
77.800

Rebate @ 15% on :
i} Actual investment Tk. 77,800
i) 20% of T. L. excluding employer's contribution to RPF = 1,22, 100

iti) Tk, 2 lakh - lower one thus on Tk. 77,800 _ : 11,670
Computation of Tax on Taxable Incomc of Tk. 6.28.000 )
Income level Rate Amount
On Ist Tk. 1,00,000 — Nil
On nexr Tk, 2,00.000 10% 20,000
"1 On next Tk, 2,530,000 15% 57 E00
On next Tk. 3,50,000 - 20% 5o s e [ G000
(Here on Tk. 78,000) ik TR
| Gross Tax AT Y o L5050 T3 100
Less tax rebate e i1 i i i
i | Net tax payable S Ko
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Notes
1. Repair is allowed for zlilh of A.V irrespective of expenditure. Salary of guard is

included in it.
Water bill is not an allowable expenditure.
Amount received on maturity of LIP is a non-assessable income.

Purchase of surgical instruments is not allowed as investment allowance.
Assumed that capthll gain arose within 5 years and thus has not been separately taxed.

Sh 5. L g

Questions

1. Point out the heads of income on which income of an individual assessec may arise.
State in brief the incomes that may be added with the income of an assessee under
Section 19 and Section 43 of ITO.

2 What items are included as tax-credit income {investiment allowance)? State the
method ef calculation of tax rebate on this income.

' Exercises |
Ex;~13 i o
Mr. Azam Khan furnished the following particulars of his income in the financial year
2004-2005 : ' '
Basic salary Tk. 8,000 p. m.; Bonus Tk. 16,000; Dearness allowance 20% of Basic
salary. He has been provided with a partly furnished accommodation by the employer for
which 7.5% is deducted from his salary. He contributes 10% of his b]\u, salary to a

Recognised Provident Fund.

Mr. Khan received Taka 17,000 from a firm; In addition, he received Tk. 20,000 in
cash from agricultural land; Tk. 35000 as dividend: Tk. 6,000 as interest from bank
deposit; and Tk. 12,000 as gross rent from the house let out.

During the year Mr. Khan incurred the following expenses :

a)  Purchase of Savings Certificate Tk. 6,000

b)  Purchase of books Tk. 5,000

¢)  Donation to Zakat Fund Tk. 3,000

d)  Children's educational expenses Tk. 8,000

¢)  Payment of life Insurance Premium Tk. 2,500 on the Policy of Tk. 20,000.

Compute taxable income of Mr Azam Khan.
[C. U. 2nd year B. B. A (Hons.) in Management, 1990]
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Ex.-2:

Mr. Shew is the Finance Director of a Company. During the year ended 31t

Becember. 200-1 he had the following sources of income -

a)  Monthly salary Tk, 8.000 and House allowance Tk. 4,000.

by Income from aregistered firm Tk. 20,000 and soletradership Tk. 25,000

¢)  Agricultural income : Tk. 60.000 from sale of crop and Tk. 20,000 (rom lease of
land. '

d)  Income from dividend Tk. 16,000. He owned a house which was let out at Tk, <.000
per month. Municipal tax and land revenue paid for the house were Tk, 3.000 and

Tk. 500 respectively. His investment during the year included the following :

i) Contribution to Contributory Provident Fund 10% and Benevolent Fund Tk. 50
per month.

1) Purchase of books Tk. [,500 and purchase of Shares Tk. 20,000.

iii)  Life insurance premium Tk. 4,000. He had two sons aged 19 and 22 both of
them were studying at the University during that years and paid their
educational expenses Tk. 12.000. }

Calculate tax to be paid based on the taxable income of Mr. Shetu.

[C. U. B Com (P) 1986, modilicd]
EX. -3¢

Mr. Rohman is a manager of a company. His monthly salary is Tk. 9.500. He driws
& monthly dearness allowance of TK. 900. He contributes 10% of his basic salary to o
Recognised Provident Fund. His employer also contributes an equal amount to this fund.
He is provided with a rent-frec unfurnished quarter and a car for oflice and private use.

Mr. Rahman is the owner of a house. The municipal valuation of which is Tk.
48.000 but he receives Tk. 4,500 per month as rent from the house. He spent Tk. 5,000
for repairs. Tk. 1.500 for collection charges. Tk. 1.000 for legal expenses and Tk. 1,000
for municipal tax. The house remained vacant for two months during the year.

He has a Departmental stores, the Profit and Loss Account of the same is as follows :

Dr. Cr.
Particulars Tk, Particulars Tk

Salaries to stall : 40,000 | Gross Profit 1.20.000

Interest :  on loan 5.000| Int. of Securities 10.000
on capital 6.000

Bad debt 4.000

Bad debt reserve 5.000

Rent of premisc owned by 10.000

the owner

Advertisement 8,000

Entertainment 4.000

Embezzlement of Fund 5.000

Net Profit 43,000

Total 1,30.000 1.30.000
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During the year, he purchased shares of a Company for Tk. 8,000 and paid insurance
premium Tk. 3,500 for his own life, the assured sum being Tk. 30,000
His other incomes during the year are as follows :
Dividend income Tk. 22,5000 and Agricultural income Tk. 50,000.

Ascertain his Total Income and Tax to be paid taking 2005-2006 as assessment year.

li Mr. Abul Barkat 1s an Officer. His sources ol income and amount received thereof

for the year ended 30th June, 2005 were as follows :
a) Income from Salaries :

Basic pay Tk. 9,000 p. m.; Entertainment allowance Tk. 500 p. m.; House rent
allowance Tk. 4,500 p. m.; Medical allowance Tk. 300 p. m.; Festival allowance
equivalent to 2 months' basic pay.

Mr. Barakat has a car. He contributes 10% of his basic pay to Recognised Provident
Fund and his employer also contributes the same amount to that fund. He received Tk. 900
as interest @ 9% from the accumulated balance of Recognised Provident Fund.

b)  Mr. Barakat owns 5% Tax-lrec (Commercial Securities ol Tk. 15,000. He received

Tk. 4,500 as interest from less-1ax Govt. Securities.
¢)  He is the owner of a house. Half of the house is used by him as residence and other

half is let out at a monthly rent of Tk. 5,500, The municipal value of the house is Tk.

90,000. The expenses of both the parts of the house were as follows :

Fire Insurance Tk. 500; Repairs Tk. 1,500; Collection charge Tk. 700; Interest on
Loan from HBFC Tk. 800; Legal expenses Tk. 900; Municipal tax Tk. 600. The house
was vacant for a month. ' .

d)  Sale of agricultural crops Tk. 50,000; Interest paid on borrowed capital Tk. .?\OOO.
&) Profit from partnership Tk. 24,000.
fy  Other Income : _

1)  Reward from Get-a-word Competition Tk. 3,000;

11)  Interest on Bank Deposits_ Tk. 4,000;

iii)  Dividend Income Tk. 16,000;

iv)  Share of profit from Islami Bank 15,000;

v)  Prize from Prize Bonds Tk. 5,000,

He got Prize Bonds worth Tk. 4,000 as a gift for his birth-day.

During the year he incurred the following expenses :

Life Insurance Premium Tk. 10,000 (Insured amount Tk. 40,000); Purchase of
shares from a Ltd. Co. Tk. 20.000; Purchase of Books Tk. 4,000; Payment to Deposit



Income Tax-252
Pension Scheme Tk, 300 p. m.: Donation to Zakat Fund Tk. 4,500, and Mutal fuud
certiticate Tk. 10,009,
Idetermine the Total Income and Tax Liability of Mr. Abul Barakat.
[C. U, B Com (H.) 199} Year Changed |

Mi. M. A, Karim is an employee. Ilis monthly salary is Tk. 8,560. He his been
provided with a rent-free furnished quarter, the annual value of which is Tk, 10000, {1¢
receives Tk. 600 per month as conveyance allowance and Tk. 430 per month oy
citertainment allowance. He has also received medical allowance Tk, 3,600 in that yeur bili
actually spent Tk. 4,400 for this purpose. He coniributes 10% of his basic (o a Stututory
Provident Fund. Interest at 12% amounting 1o Tk. 1,800 was credited to his P. -,
Account.

He owns a house, the annual value of which is Tk. 40,000, but he reccives Tk,
5.000 per month as rent [rom that house. He spent Tk. 3.560 for repairs, Tk, 1,750 for
collection charges and Tk. 1,450 as miunicipal tax and land reyvenue.

He is the owner of 10 acroes of agricultural land which he cullivaiu%x. He sold 40
maund of paddy @ Tk. 200 per wonth and Rabi crops Tk. 25,000. His expenses of
cultivation was Tk. 30,000 and paid iand revenue Tk 4,000 UP tax Tk. 3,000 and crop
insurance premium Tk, 5,000.

His other income during the year are as Mmllows :-

Dividend from a Compey Tl 22,000: [nterest on fixed Deposit T, 8.000: Shure o
profit from Islarid Bank Tk, 27.600 and Shar= of profit from a ficm Tk, 7.300.

During the year Mr. Karim invests Tk, 25,000 in purchasing Suvings Certificates and
Tk. 10,000 in purchasing shares from an appioved company. He pays Life insurunce
Premium Tk, 3.000 for his own life. He donated Tk, 1.000 to President's Reliel Fund.

Ascertn My Karind's Total Income and Income Tax pavable (oking 2001-2005 us
Income year. ) o

[N. U. B. Com, 1994, Modilied)
£x.-6:

Mr. Talha is employed in Luxary Fashions Ltd. as Manager. The details of his
income for the year ending on 30-06-2003 were as follows :

Salary Tk, 1.80.000. Dearness Allowance Tk. 60.000. Car Ailowance Tk. 12.000.
Entertainment Allowance : Tk, 7.300.

) " . - s < P

{He was also provided with free furnishicd accemmodation.
The detwls of his other income were as follows :

#Dividend Tk. 25,000 from a Private Company;

*Interest Tk, 50,000 from the Debenture a Private Company;
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Dividend Tk. 50.000 from a Public Limited Company listed with Stock Exchange.

He also took a loan of Tk, 2.00.000 from a bank for the purchase of shares of a
Company No dividend was declured by 1hat Company. Although he had to pay an inlerest
of Tk. 20.000.

He sold w property. purchased by his father for Tk, 50.000 in 2003 and gifted o him
e Tuly . 20060 G as adee of The 3.00.000,

He gotan wmount ol The 200,000 as yvield trom the Defence Savings Certiticates.

He also recenved The 240,000 as rent from a property which was constructed
between 1997 and June, 1998, The building was let out to a doctor who used it as a
nursing home. Against the income from property apart from the exemption as envisaged in
Sixth Schedule of the . T. Ordinance. 1984, he also claimed repairing charges, interest on
H. B. F. C. loan Tk. 60,000 (Payable) but paid only Tk. 40,000. He also claimed charges
of Th. 18.000 for liftman and TK. 15,000 for electrician who operated waterpump
msachine.

His contribution to Provident Fund {Recognised) is Tk. 18.000. His employer also
contbuted the same amount.

He purchased Shares of Tk, 25.000 of an Approved Company which were however
sold in Dec., 2004, He also purchased ICB Mutual Fund Units for Tk 1.00.000,

From the above compute Mr. Talha's Total Income and the Tax payabie by him for
the income vews 2002005,

[C. A. Final. 1996. year changed]
L i

Mr. Gihalis the General Manager of a Company with its Head Office in Dhako. The

particulars of his income for the income year ended on 30th June, 2005 are given below
. 2 ..

Basic salary Tk. 96,000, Dearness allowance Tk. 12,000, House rent allowanae Tk.
40.000. Entertaainment allowance Tk, 5.000.

He s @ member of the Recognised Providend Fund of the company to which he
contributes 10% of his busic salary aind a similar amount is contributed by the employer.
During the year a sum of Tk. 10.000 was credited to his P. F. Account as interest at 20%.
He maintains @ car registered in his own name and that is used for coming to and going
from the place of employment. The cost of maintenance of the car amounted to Tk. 12,000
during the income year. Mr. Ghali lives in his own house half of which has been let out
cluring the yvear for Tk, 60,000. For the entire house the repair cost amounted to Tk. 7,000
and the prenuum for fire insurance was Tk, 4.000. Particulars for other expenscs
connected with the house were not available with him. During the yvear he bought books of
his professional interest of Tk. 2.000 and he paid insurance premium ol Tk. 3.000 on a
policy of his life of TK. 50.000. He deposited Tk. 60.000 in a Savings Account with a
Nationalised Bank and carned Tk. 8.000 as interest thercon. Mr. Ghali purchased 1CB unit
certificates worth Tk, 10,900. He spent Tk. 10,000 for purchasing shares of a Public
33
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Lunited Company {rom thl\l Stock Exehange. His income from agriculture was T
40.000 and received dividend Tk. 20.000.

Investigation disclosed that he purchased a piece of land al Nawabpur, Dhuka at Tk

takh but the price has been shown at Tk, I lakh. He received lottery prive taka 20,000, e
Mas i business in the name of his wife from which an income of Tk, 30,600 arose for this

relevant income year. Tax deducted at source Tk. 12,000.

Compule his Taxable Income and Tax to be paid for the concerned assessment year.,
[D. 1. B Com (H) {(i998) \i' AR

Ex.-8:
Mr. Asit Ahmed furnished the following particulars of his income in the financia
yeur 2004- “(/HW !

Basic salary Tk, 8,000 p. m.; Bonus Tk, 16,000; Dearness Allowancee 20% ol
monthly basic salary, He has been provided with unllrrm.\hul accormodation by the

cmployer [or which ?~. % of his basic salary is deducted every month. e contributes 10%
of his basic salary to a Recognised Providend Fund and Tk. 120 to Group Insurance. Tax
deducted! at source from salary at Tk. 600 per month.

¥

He received Tk, 37,000 from a partnership business. In addition, he received Tk,
20,000 1n cash from agricultural fand and dividend Tk. 20,000

Income received trom a house le-out for Tk. 8.000 per month (the house remuained
vacant for one month). ,'\hmic:ip:-ll tax paid Tk 5,000,
His income from inlerest on securitics were as foHows
iy [nt. on tax-tree Govt. Securities Tk. 8,000
by  Int on less-tax Govt. Securities Tk. l 2,000
¢y Int on less-tux Cemmercial Securities Tk, 15,000
a) 8% less-tax Port Trust Debenture of Tk, 50,000
During the year Mr. Asif incurred the following expenditures :
aj Purchase of Savings Certificate Tk. 14,000
by Donation to Government Zakat Fund Tk, §,000;
. ¢} Payment of Life [nx‘ur;’mcc Premium Tk. 6,000;
- d) © Purchase of I. C. B. Unit Certificate Tk. 10,000 and Shares of Public Limited
Company Tk. ’U ()()0
e) - Donatien to Prime Minister's Retief Fund Tk. 5,000,

Calculute the Tax Liability of Mr. Asif Ahmed.

x.-9:

Mr. S. A. Chowdhury was a manager of a company. He drew safary of Tk, {0,000
ncr month in the scale of Tk. 15,000-250-17500. ihis date of salary increment was Ist
~Nowvember. He was released from job on 31st March, 20035 and received compensation TK.
2! lakh: Besides, he IC(LL.\Cd Tk 80,000 from Provident Fund. Employer provided him a



concessional residential house and a car for full tlme use
month for house and Tk. 200 per month for the car was made

Mr. Chowdhury has a house at Dhanmondi half of whlch has been let out at Tk

12,000 per month. Rest half is used by his son for medical profession. The City '

Corporation tax for the house is Tk. 4,000. He pays Tk. 12,000 per year as instalment
repayment of loan taken from House Building Finance Corporation, of which Tk. 2,000

stands for interest.
His other income for the assessment year 2004 2005 was as follows -

a)  Dividend received from Public Ltd. Company - Tk. 40,000. oo
b)  Interest on Government Security B 'f"-' Tk A16,000.7 ¢ s EAS T 8
¢) Income from Partnership A *Tk:40,000.
d)  Income from sale of agricultural crops - = .+ - ¢ Tk.-60, 000. -
e)  Prize from Lottery S .' Tk. »HI,OO,OOO
His investment and expense for the year were as follows :—-‘ '
a)  Life Assurance Premium % e o TR, 5,000.
b)  Purchase of Share of Company Tk. 25,000.
¢)  Donation to Government Zakat Fund - RN N % 6 L | Y
¢)  Presentation to wife on the occasion of marriage day . Tk. 5,000.
f)  Purchase of Defence Savings Certificate Tk. 5,000.

Investigation disclosed that he has a piece of land at Banani pu1ch.1sed at Tk.
2.00,000, tax authority considers that it has been under leued by 50% Fmd oul Tax

Liability of Mr. Chowdhury. :
. [N. U. B. Com (H), 2002
Ex.-10: ; '

Mr. Joinul Abedin is a service holder. His sources of income for the year ended 3;3)111

June, 2005, were as follows :-

(A) Income from Salary : Taka, - ‘ i
Basic Salary per month 18,000 )
Dearness allowance per month 2,000
Entertainment allowance per month 1,000
House Rent Allowance per month 9,000
Conveyance Allowance per month 1,500
Medical Allowance per month ' 500

Bonus-2 months basic salary.

Mr. Abedin contributed 10% of basic salary to Recoomsed Provident Fund. He
received Tk. 4,000 as interest on the accumulated balance of Recognised Provident Fund
@ 10% pa. He has been provided with a car fully for his pcrsonal use. During the year
ended on 30th June, 2002 his employer spcnt Tk. 24,000 fox running and maintaining the

- car.
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(B) Mr. Abedin has received interest on 9% l.ess-tax Commerciual Securities worth
Tk. 50.000. He also received Tk. 7,500 as interest on Less-tax Govt. Sceurities and Tk,
10,500 as interest on Debentures and Tk. 25,000 as dividend from shares of Public 1.d.
Co.

(C) He 1s the owner of a house which is let out at a monthly rent of Tk, 10,000, The
Municipal Value of the house is Tk. 1,00,000. Expenses of the house for the year were as
follows :

Fire insurance Tk. 2,000; Repairing Tk. 12,000; Interest on H. B. F. C. Loan Tk.
9,000; Legal Expenses Tk. 2,000; Electricity for Water Pump, cte. Tk. 3.000, Municipal
Taxes Tk. 5000 & Salary of Guard Tk. 24.000.

The house remained vacant for 3 months during the year.

(D) Other Income : Tokee
1) Interest on Bank Deposits 4,000
1)  Prize of Red Cyescent lottery 50,000
i)  Income of lcasi of Agricultural Land 20.000

During the year he incurred the following expenses :
Insurance Premium Paid (Policy value Tk. 40,000) 4,500

Purchase Debentures from a Ltd. Co. 44,000
Donated to Prime Minister's Relief Fund 10.000
Donated to Recognised Educational Institution 12.000
Deposited to Pension Scheme per month. 500

Find out the Total Income and the Tax Liability of Mr. Joinul Abedin.

Ex:-11:
 Mr. Fazle Elahi is an Officer. His source of income for the year ended 3]st

December, 2004 were as follows :-

a)  Basic salary Tk. 10,000 per month, Entertainment allowance per mouth Tk. 1.500,
Monthly house rent allowance Tk. 5,000, Monthly medical allowance Tk. 200,
Festival allowance equivalent to two month's basic pay.

Mr. Elahi has a car. He contributes 10% of his basic salary to a Recognised Provident
Fund and his employer also contributes the same amount to that fund. He received Tk,
18,000 as interest @ 18% from accumulated balance of the Provident Fund.

b)  Mr. Elahi has 5% Tax-free Commercial Sccurities of Tk, 20,000 on which he
receives interest regularly. He received Tk. 8,000 as interest from less-tax Govl.
Securities during the year.

¢)  He owns a house. Half of the house is used for his residence and the other hulf is let
out at a monthly rent of Tk. 8,000. The Municipal value of the house is Tk.
1,50,000. His expenses relating to the house were as follows :—



Assessment ofindividul-257

Fire Insurance Premium Tk. 500, Repairs Tk. 1,500, Collection charges Tk. 700,
Law charges Tk. 900, Municipal Tax Tk. 600. Let out portion of the house was vacant for
a month.
d)  Sale of agricultural crops Tk. 50,000. Interest paid on agricultural loan Tk. 2.000.
Land revenue Tk. 3,000 and UP tax Tk. 4,000,

e)  Profit from partnership business Tk. 24,000.

f) Other incomes :- Tk.
1) ~ Reward from Get-a-word Competition 3,000
ii)  Interest on bank deposits 5,000
iii)  Dividend Income 30,000
iv)  Share of Profit from Islami Bank - 15,000
v)  Prize from Prize Bonds - 25,000

He sold his old car at Tk. 2,00,000 which was purchased in 1998 at Tk. 4,00,000,
Depreciation charged for the period Tk. 2,50,000. His investments and donation during the
period were :

Purchase of share from Secondary Market Tk. 30,000, LIP Tk. 10,000, Donation to
National Cricket Board Tk. 20,000, Zakat fund Tk. 8,000 and Dhaka Medicai College Tk.
25,000. Compute Total Income and Tax Liability of Mr. Fazle Elahi.

Ex.-12:

Mr. Sadeq Ali is the manager of Alfa Shipping Service. He draws monthly salary of
Tk. 20,000. He also receives medical allowance @ Tk. 1,000, entertainment allowance @
Tk. 1,200 per month and Commission @ 2% on profit of the company which for the vear
amounted to Tk. 3,50,000. |

4

He has been provided with a rent free house of annual rental value of Tk. 2,40,000
and a full time car for his personal use. He contributed 10% of B. S. to Recognized
Provident Fund (RPF) and his employer also contributed the same amount. He received
interest @ 15% for Tk. 60,000 on the accumulated balance of Recognized Providend

Fund.

(2) Income from House Property :
He has a house which is let out at Tk. 18,000 per month. The Municipal Valuc of the
house is Tk. 2,00,000. Expenses of the house for the year were as follows :

(a) Land revenue : Tk. 3,000; (b) Repairing Tk. 10,000; (¢) Interest on H. B. FF. C.
Loan Tk. 30,000; (d) Electricity and Gas Tk. 20,000 and Tk. 10,000; (e) Salary to Lift-
man 18,000, (f) Municipal Taxes Tk. 10,400 and (g) Bathroom fittings Tk. 30,000.

The house remained vacant for four months during the year.
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(3) Agricultural Income :

Sale of Agri-products Tk. 80,000; Cash rental of agricultural Tand Tk. 30.060.

Expenses relating to agriculture were-local rates and taxes Tk 2000 Insurance
premium Tk. 5,000, L.and revenue Tk. 30.000 and land development expenses 1k
12.000.
(4) Business Income :

Share of profit fron: partnership firm Tk. 30,000: Income [roun seletradership
business Tk. 50.000; last year's loss carried forward Tk. 20,000

(5) Other Income : . Tk.
a)  Royalty received 20.000
b) Prize of Lotlery 30,000 \ /
) Dividend Income (Tax deducted at source 10%) 40.000
(6) During the year he incurred the following expenses :
E Tk.
a)  Family expenses 2.00,000

b)  Insurance Premium-own (Policy value Tk. 5.00,000) 55.000

¢) . Purchased share from a Private Ltd. Co. 15,000
d)  Purchased share from Stock Exchange 50.000
¢)  Zakat to relatives 20.000
£) Paid to Blind School 5.000

FFind out the Total Income and the Tax Liability of Mr. Sudeq Al for the year ended
on 30-6-2005.

Ex-132

The particulars of income of Mr. T. H. Khan for the financial year 2004-1005 arc
aiven below :-

Basic salary Tk. 10,000 p. m.; Bonus Tk. 10,000, Dearness allowance 20% of Basic
salary. He has been provided with a furnished accommodation by the employer for which
15% is deducted from his salary. He contributes 10% of his basic salary to a Provident
Fund. which is not recognized under I'T7O.

Mr. Khan received Tk. 40.000 from a registered firm. In addition, he received TKk.
20.000 in cash from agricultural Jand: Tk. 36.000 as dividend: Tk, 6.000 as interest from
bunk deposit and Tk. 40,000 from lotiery. He owns a house which is et cut at TK. 2.000
et month. Municipal tax and land revenue paid for the house were TR, 3.000 and Tk, 500

respectively.

His income from Securities were as follows : Tk.
) Int. on tax-free Govt. securitics 10.000
b) Int. on less-tax Commercial securitics 12.000

¢)  Debenture interest on Municipal securities 8,000
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During the year Mr. Khan incurred the following expenses :

Tk
Purchase of savings certificate 12,000
Purchase of books , 5,000
Donation to Zakat fund 5,000
Children's educational expenses 15.G00
Payment of life insurance premium 8,000

Compule Tuxable Income of Mr. T. H. Khan and tax to be paid by him.

14:
Professor M. Atiq has filed his income-tax return for the year ending on 30-6-03

furnishing the following particulars :-

a)

()

i)

¢)

Busic salary Tk. 12,000 per month.

Festival bonus equivalent to two month's salary.

Conveyance allowance Tk. 200 per month,

Medical allowancz Tk. 300 per month (Acgual expenses during the year Tk. 5.000)
Contribution to Recognised Provident Funll 10% of basic salary.

Income from less tax commercial securities Tk. 8,000 & Sanchaya patra Tk. 5,000
Income from a house let out for Tk. 6.500 per month (the house remained vacant for
two months).

Agricultural income Tk. 24.000.

Rovalty from writing o book Tk. 25,000

Other [ncome :

Examination of Scripts Tk, 25,000

Dividend from a Company Tk. 28,000

Professor Atig claimed the following deductions :

Tk.
) Life Insurance premivm 4.500
i) Purchase of shares ol a Public Co. 10,500
iy Purchase of books _ 3.500
iv)  Donation to Zakat Fund 5,000

Caleulate the Taxable Income and Tax Liability of Professor M. Atiq.

15;

Mr. Alimied has the following income for the income vear ending on 30th June. 20015
His hasic salury was TR 1000 per ionth,

Hereceived two bonuses at the rate of one month's salary each,

iven an unfurnished quarter for which his employer deducted 12.5¢¢ «
¥,

He has been
Iis busic sals

i

He gotan entertainment allowance of Tk, 2 400 per month.
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f)  His employer provided him with a car for personal and official use, plus a cash
conveyance allowance of Tk. 1,000 per month.

g)  He is given medical allowance of Tk. 8,000 for the year from which he spent Tk.
5,000.

h)  He is given a servant allowance of Tk. 400 per month.

1) He contributes 10% of his basic salary to a Recognised Provident Fund where his
employer also contributes an equal amount. Interest on the accumulated balance of the
Provident Fund was Tk. 85,060.

1) He received Tk. 65.000 from sale of paddy and Tk. 90,000 from sale of jute from his
agricultural land. He performed the agricultural activitics through hired farmers but
did not maintain any accounts of expenses. He however paid Tk. 5,000 interest on
agricultural loan during the year.

k) Mr. Ahmed has a house from which he received rent @ Tk. 13,800 per month. He
spent the following during the income year for the house :—

i)  White wash Tk. 5,000;

ii)  Mosaic work Tk. 10,000,

iii)  Collection charge Tk. 2,000;

iv)  Municipal tax Tk. 3,000;

v)  Land revenue tax Tk. 1,000;

vi)  Salary of security guard Tk. 2,400:

vii) Amount paid to House Building Finance Corporation Tk. 8.000 (interest of Tk.

2.000 is included);

viii) Fire insurance premium Tk. 500.

1) He received interest from Savings Account in Janata Bank of Tk. 7,360 (from which
tax deducred at source was at the rale of 10%). He also received interest of Tk.
21,600 from Postal %rwings Certificate on which tax was also deducted.

During the year hd bought shares of Tk. 50,000 from Secondary market. He
contributed Tk. 500 per month to a Deposit Pension Scheme. He donated Tk. 10,000 to
Bangladesh Krira Unnayan Parishad and purchased ICB certificate of Tk. 25,000.

Calculate the Income Tax Liability of Mr. Ahmed. Show all your workings clearly.

- [N. U. B. Com (H)]

Ex.-16:

The sources of income of Mr. Layek Ali for the year ended 31st December, 2004
were as [ollows -

a) Salary Income :

Basic salary monthly Tk. 9,500; Dearness allowance @ 15% of basic salary;
Entertainment allowance and medical allowance @ of 20% and 25% of basic salary
respectively and Annual Bonus and fees Tk. 16,000. He contributes 10% of basic salary to
a recognised provident fund. The date of annual increment of his salary is Ist April and the
existing scale of his pay is 7,500-250-10,000 taka. During that year he received Tk. 3,000
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as interest on Piov:deht fund and the rate ofmtucst was IS‘c Tht, cmploye: has nrovided
‘him with a rent free well- furnished quarter whose Mumup W value is 1%, 25,000 annu: iy

b) Income relating to interest on security :
i 8% tax-free Commercial and Gove ernment Sceurities amounling to Tk. 20,000
and Tk. 25,000 respectively;
1) Interest on less tax Commercial and G Jovernment Securities amounnnw to Tk,
1,800 and Tk. 3.000 respectively.
He took bank loan while purchasing tax-free Commercial Sccurity and paid Tk,
1,200 during the relevant year as interest. Beside, he paid Tk. 900 during the said year as
bank commission [or the collection of interest on all securities,

¢) House Property Income :
Mr. Al is the owner of two hOUheb In one house, he along with him family resides

whose Municipal value is Tk. 40,000 annually. The other house has been let out at a
monthly rent of Tk. 4,000 and its Municipal value is Tk. 45 ;000 annually. He incurred the
following expenses for the two houses during the relevant year :

Evpenses on 1st housel ; “Repairs Tk. 6,000; Mumupal tax Tk. 2,000; iLand
revenue Tk. 1,500, Imurance premium Tk. 1000 and Annual Charge Tk. 900.

Expenses on 2nd house RdelI’b Tk, P 000 Mu1uc1pal & local tax Tk. 3.000:
Land revenue Tk. 3,000; Legal and coflectlou charges Tk 2 400 Insuram.c premium Tk.
1,200 and Annual Tax Tk. I' 000" "

d) Business Income : | o
Income from ch,lstcred Firm Tk. 20, OOO and income from Un -registered firm Tk,
16,000. Loss from Sole tradexshlp Busme% Tk 12 000 )

\grlcultural Income & wmd apitom o iy b
Sale proceeds of" crops produced in agncultural land worth Tk 30 000 Income from
poultry farm Tk. 10 000 aud bdlC proc.eeds of poud flSth Tk. 8 OOO

f) Other Income

1 -?_.10 000"11‘ Lotfery-rewhrd ka\S 000 111) Remunerauon as
] cetved'as Travellmg allowance Tk 15,000: V) Bank_
mtere;;t Tk 10,000 : d,,v i) Dmdend income Tk.-12,000. .

; ,;.;uu. e 'u.ih & >R :
" Mr. Al fnade and lncurred thc followmg mvestmenl and expensrs rcspectwcly durmg
the said year' S
" iy - 'Llfc msurance prt‘mlum Tk 6 000; thé valuc of p011Cy worth Tk. 70,000;

i Sihgende, 2= B ,: ‘,,‘--1.’_-‘- BERWG BaT 2
se of B oks, Tk, . : ienti . !
Purc_ha e 03: 199K8, 7K. 9,000 anc ;gurc_hasg“ot:ﬂ&ggougc,..Iogtifr‘q‘rgeots Tk

.- dna'

h L \

purc _ase of its
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vl Donation to Educational and Religious Institutions TK. 8.000: donation to Zakat
fund Tk, 7.500: donation to President Reliel Fund Tk, 20.000 & donation to
National Sports Organisation Tk. 5.000.
v)  Purchase of a picce of land worth Tk, 70.000 in the name ol his wife and a sum
of Tk. 5.000 was spent for its registration:

vip o Spentasum of Tk 15,000 as cducational expenses of childien.

Other Information :

His wife received jewellery of Tk. 70,000 and houschold elfects of Th. 40.000 Trom
her father. He presented his wile on the occasion of her marriage ceremony a picee of
Benarasi sharce worth Tk. 10,000

From the above information compute total income and taxable income Mr. Layck Al
for the relevant tax year (solution is preferable according to the specific form of Income Tax
Ordinance).

[C. U: B. Cam {H) 1990]
Ex.-17:

Mr. Chowdhury is an executive in a Public Limited Company. The details of his
income for the year ending on 30-06-05 are as follows :

) Salary Tk. 20,000 a month, Dearness Allowance Tk. 3.000 o month. Entertainment

Allowance Tk. 8.000 a vear.

Ie is allowed free furnished accommodation. The house he lives . 1s however
owned by him and he let it out to the company he serves at a monthly rent Tk, 20,000, He
is also allowed a car for his whole time use.

b)  Mr. Chowdhury owns a house property on a 10 Khata plot in Dhanmondi residential
area. He entered into an agreement with a developer and according to the uycuncnl

he would get 4 flats out of 16 flats that the developer would construct: two flats out ol

4 flats measuring 1,600 sq. {t. cach and two 1,200 sq. ft. cach. The selling rate of the

flat measuring 1.600 sq. ft. is Tk. 28 Lac cach and that of 1,200 sq. fu. is Tk. 20 Lac

cach.

The land was purchased for Tk. 5,00,000 and the building standing on the plot of
land cost Tk. 10 Lac. The present selling price of the plot of land is around Tuaka one crore.

Besides he constructed a four storied building in 1996. The entire building was letout
lo a doctor for noursing home. Against the income from this property amounting to Tk. 12
Lac an exemption is contemplated as per Part 'A' of the Sixth Schedule of the I T.
Ordinance, 1984. He has also claimed repairing charges Tk. 30.000. interest on loan Tk.
70,000 (payable) but has paid only Tk. 40,000. He has also claimed charges of Tk. 16,000
for Liftman and Tk. 14.000 for Darwan, who also operated water pump machine.

His contribution to Provident Fund is Tk. 30.000. His employer contributes ithe same
amount. Interest @ 12% credited to his account was Tk. 24.000.
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He purchased shares worth Tk. 1,00,000 of an approved company (public) in the
income year and disposed it of within six months of the purchase, making a gain of Tk.
20,000. He was the original allottee of the shares.

He took a loan of Tk. 2,00.000 from bank for the purchase of shares, and he paid
interest of Tk. 30.000 on that loan. No dividend was declared by the company.

From the above compute his Total Income and the Tax Payable by him.

(CA Final, Nov.-97)
Ex.-18:

Mr. Roy is the manager of a Private Enterprise. Following is the statement of his

income and expenditure for the year ended on 30th June, 2005 —

A) Salaries :

Basic salary Tk. 9,500 p. m.; Housc rent allowance Tk. 8,000 p. m.; Entertainment
allowance Tk. 1,000 p. m. and Medical allowance Tk. 500 p. m. As festival allowance he
gets an amoynt equal to two month's basic salary. His contribution (o provident fund is
10% of his g@lsic salary. His employer also contributes the same amount. The provident
fund is recognised.

B) House Property :

Mr. Roy has a house. Half ol it is let out at Taka 20.000 per month. He resides in the
rest half. The expenses of the house are as follows : Municipal tax Tk. 15,000: Repair Tk.
18.000: Collection charges Tk. 2,000; Insurance Tk. 4,000,

) Agricultural Income :

Sale of agri-products Tk. 40,000; Cash rentals of agricultural land Tk. 20,000,

D) Business Income :
Income of partnership Tk. 60.000: Income from sole tradership Tk. 50.000: last
vears loss TK. 10,000.

E) Other Income : Tle:

Income from Get-a-Word competition 10,000
Interest on Bank deposit 6,000 -

~ Income from dividend 35.000

Reward from Prize Bond 50.000

Following are his expenditure and investment for the veur :

Family expenses Tk, 1.20.000: Premium of life policy TK. 5.000: Purchuse of share
Tk, 100000 Purchase of books Tk, 2.000: Deposit to the Deposit Pension Scheme Tk.
2,000: Donation to Zakat Fund Tk. 7.000 and Donation to President’s Relief Fund Tk.
+.000.

Find out Total Income and Tax to be paid by Mr. Roy.
{ D. U B, Com () |
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Determine the Total Incofnc .of Mr Adhul Huq from thc followmg pamculars relatmg

to income year ended on 30th June, 2005 :

a) Income from Salary (he is employed in a private firm) :

i) Basic salary Tk. 9,000 per month;

if)  Dcarness allowance Tk. 400 per month;

i)  Medical allowance Tk. 300 per month;

iv}  House Rent allowance Tk. 500 per month;

v)  Entertainment allowance Tk. 600 per month;

vii) He owns a motor vehlcle Wthh is used partly for private purpmes and partly
for business purposes. Running and maintenance cost borne by h:m was Tk
4,900 durmg the said year; o :

viii) He contributes 10% of his’ bﬁsm salary to a recognized plowdcnt fund. Intclcst
- on the accurnulated balance was Tk. 4,500 for the year. '

) He subscrlbcs to a group mburance, for Tk. 100 per month;
x)  During the ycar he received Taka 6,000 as travelling allowance.

;) Income from Securities

)

1) Interest received on tax free government securities Tk. 4,500
1) Interest on less tax commercial securities Tk, 18,000;
i) Interest on tax free commercial securities Tk, §,600.

He has a two-storied house at Bannai. Ground iloor of which is let 0ut for Tk.

11.000 per month The let out portion of the house remained vacant IOil 32 moniths.

He stays in thc first floor of the house. Expenses relating to the house were as

follqws :

1) Municipal tax Tk. 3,000 per quarter;

i) Ground rent Tk. 50 pcr month;

iii)  Collection charges Tk. 1,500,

1v)  Interest paid to HBFC Tk. 8,500 per year;
v)  Fire insurance premium Tk. 600 per annum.

-Land development tax Tk. 600 p. . of the year. He invested Tk. 12,000 in buying

shares of a new company listed in the stock cxchange. He bought books and magazines for
Tk. 6,000 during the year. He donated Tk. 10,000 to the Presidents flood Relief Fund. He
paid life insurance premium Tk. 16,000 (insured amount on the life of his wife, principal
amount being Tk, 1,50,000).

Huq and tax to be paid.

Also show the total of exemptions (as per part B of the 6th Schedult,) available to Mr.

[ D. U. B. Com. (H) 93 ]
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Ex.-20:
Mr. Rashik Banik had the following income for the year ended 30th June, 2005.
Compute his tax liability :- ,
) Basic salary Tk. 15,000 per month:;
i) Bonus equivalent to two months basic salary;
iii)  He was provided with a car for both personal and official use. His cmployer
spent Tk. 400 per month for running and maintenance of the car;
iv)  He contributed 10% of his basic salary to a recognized provident fund. s
account was credited with Tk. 800 as interest.

Income from investment :—
1) Interest from Debenture Tk. 20,000
i) Dividend from a Company enjoying tax holiday Tk. 6,000;
i) He holds 500, 10% Preference Share of Tk. 100 each of a company.
V) Interest on Fixed Deposit Tk, 6.000.

)

Other Income : )

He holds agricultural land from which he earned Tk, 10,000 as agriculturs! iAcome.
He claimed Tk. 7,000 as expenses for the purpose. He earned capital gain of Tk. 8.000 on
transfer of a building. the incidental expenses being Tk. 2,000.

Investment :

1} Purchase of Defence certificate Tk 8,000,

i Life insurance premium Tk. 2.000:

i} He deposit=d Tk. 200 per month to the deposit pension scheme maintained by
him.

iv) - Donation to a charitable hospital Tk, 10,000.

v) Purchase ¢f Municipal Bond Tk. 20,000 and Share of a Listed Company Tk.
25,000.

Tax deducted &t source from salary Tk. 18,000, from debenture Tk, 2,000 and Tk.
600 from bank interest.

Ex.-21:
Mr. Amir Khan is a Dircctor of a Company. Particulars of his income during the
income year 2004-2905 were as follows :—

A) Income from Salary :
) Basic salary Tk. 15,000 p. m.
i) Bonus eqiivalent to 2 month's basic salary.
i) House ren” allowunce at the rate of 30% of hasic salary,

iv)  The empioyer paid a premium of TR, 6.000 towards [ife insurance premium of
Mr. Khan actual sum assured was Tk. 50,000,

v} Mr. Khan contributed 10% of basic salary 1o a recognised provident fund. Tl
employer also contributed the same amount.
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B) Income from House Property:

1)

1)

i)

iv)

V)

Mr. Khan constructed a residential house consisting of four flats. Construction
started in January 2000 and ended in December 2003.

He received monthly rent of Tk. 5,000 per flat. One flat was vacant for two
months. One flat was in the occupation o’ Mr. Khan for the purpose of his
residence for the whole year.

Interest on borrowed capital for construction of the house amounting to Tk.
25.000 but the same was not paid during the year.

Annual Municipal tax for the entire building was Tk. 24,000.

Mr. Khan claimed pump-operator's salary of Tk. 1,000 per month. But he
failed to furnish any evidence before the Deputy Commissioner of Taxes.

C) Income from Other Sources :

1)
i)
ii1)
)

V)

Vi)

Tnterest on Postal Saving Bank Account Tk. 20,000

Interest on Government Securities Tk. 10,000

Interest on Debentures Tk. 25,000

Interest on Deposit Pension Scheme Tk. 12,000

Dividend from Public Limited Company listed with Stock Exchange Tk,
30,000. it was declared by the Company in May, 2002 but actually received in
August, 2002.

Tk. 2,00,000 was received as salami from a newly constructed shop by virtue
of a lcase agreement covering 10 years. The assessee opted for allocating this
income proportionately. i 2

Hls investments were as follows

1)

ii)

1i1)

Purchase of Shares of a Private Co. Tk. 40,000 and of a listed company from
Stock Exchange Tk. 50,000.

Paid LIP Tk. 25,000, Group Insurance Premium Tk. 2,400.
Paid Donation to a Trust of Dhaka Medical College Tk. 15,000 and Bangladesh
Cricket Control Board Tk. 25,000. Compute Total Income and Income-tax

payable by Mr. Khan.
[ICMA Scpt. 1995]
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17.1: Introduction

it is the normal tendency of the assessce to reduce tax liability on his income unc;to
pay less amount to the authority as tax. However, to achieve this goal if there is violation of
tax rules by the assessee, penalties will be imposed on the basis of tax law. These penalties
may be in terms of cash or in the form of imprisonment depending upon the nature of
olfences. So it is necessary to have idea about the offences which are punishable and the

nature of punishment. In this chapter issucs relating lo offences and penaltics have been

discussed,

17.2: Penalty and Imposing Authoritics
A penalty is an additional arnount umposed on the assessee for payment over and

above the normal tax or super tax or surcharge imposed on him. All the IT Authoritics are

not entitled o impose penalty on the assessce. Only the following authorities are entitled to
impose penalty on the assessee within their power : ' )

(a)  Deputy Commissioner of Taxes : The DCT is empowered to impose penalty on
an assessee to administer and control the assessment function subject to the approval
of the Inspecting Joint Commissioner of Taxes although the latter has no authority to
impose penalty directly on the assessee. This controlling authority can do a lot to
safeguard the interest of the Govt. and protecting the assessee from harassment.

(b) Appellate Joint Commissioner of Taves and Appellate Tribunal : [ un
assessee is not satisfied with the decision given by the DCT. he may appeal 1o these
authorities for revision or cancell:tion of the order. These authoritics may cither
revise or cancel or even impose new penalty considering the fact of the case. But they
do not require any permission from the higher authority.
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17.3: Conditions to Impose Penalty ‘_

No penalty under Income Tax Law will be considered as the violation of basic rights
of a citizen. However, before imposing penalty on an assessee, he should be allowed o

defend his case. In other words, no penalty can be imposed without notice. But it is not
necessary that written notice should be served always.

17.4: Offences and Penalties under Income Tax Ordinance

A penalty may

be imposcd on the assessee for one or more of the faults and uplo &

sum indicated in the respective sections of the ordinance. Now a chart showing the nature

of offences and penalties thereen is presented below

- Nature of Offences

l Amount of Penalties

Penalty for not maintaining accounts
in prescribed manner (Sec. 123) + If an
assessee fails to maintain books of accounts in
persuance of or for the purpose of Section 35 (2)
without reasonable cause, the DCT may impose

penalty on the assessee.

i (A) A sum not exceeding
(T!mc and a half times the amounl
of tax payable by him.

. (B) If the total income docs
not exceed minimum taxable

| limit, the amout of penalty may

be a sum upto Tk. 100.

Penanlty for failure to file return
(Sec. 124) : It an assessee fails to file return of
income withcut reasonable cause, or any
certificate or statement of accounts or TIN as per
see. 184, the DCT may impose penalty.

A sum of Tk. 2,500 after
expiry of due date. In case of
continuing default, a further
penalty of Tk. 250 for e.ery
month or fraction thereof.

[S]

Penalty for failure to pay advance tax
(Sec. 125) ¢ If a person fails to pay advance tax
or submits an incorrect statement of Income, the
DCT may imposc penalty on the assessee.

Penalty of a sum nol
cxceeding the amount cqual io
the differende between actual (ax

{ ;
payable and tax paid.

Penalty for mnen-compliance with
notice (Sec. 126) : If an assessce fails to
comply with any notice issued to him, the DCT
may impose penalty on him.

An amount not excceding
the amount of tax chargecablc on
the total income of such person.

Penalty for failure to pay tax on the
basis of return (Sec. 127) : If an assessee
does not pay lax or (ke tax paid by hi;ﬁ is less
than 80% of the tax payable, the DCT may
imposc penalty. /

A sum not exceeding 25%
of that tax not paid or total tax
payable.
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0.

Penalty for concealment of Income
(Sec. 128) : If any person conceals particulars

A sum upto two and a half
times the amount of tax sought

to evade. It will be 5 times of
the tax sought to evade in case
ol sell assessment.

The amount of Penalty iy

al his income or understates the value of any
property in connection with its sale or wansfer 1o
cvade tax. is subject 10 penalty.

Penalty for incorrect distribution of
income by partnership firm (Sec. 129} ;
If the income of a partnership firm is not
distributed in accordance with the partnership

~

be any sum not exceeding ll,
times the amount of tax which
has been avoided or would have
deed and as a result. the partner submitted af peen avoided.
statement of income below its actual amsount. the
dssessee s stibject to penalty.

5. Penalty for default in payment of tax
iSec. 137) : Where an assessee is in default or
15 deemed to be in default in making payment of

tax. the DCT may imposec penalty on the

A sum not exceeding the
amournt that shall be recovered
from the assessee as arrear tax.

dSSENSEE.

9. Penalty for failure to display TIN Penalty is imposed under
Certificate (Sec. 184 (c}] « If an assessee|section 124 at the amount

! has business income, he has to colleet TIN prescribed therein.

certificate from DCT for one time only and it

' should be displaved in the suitable place within

! business premise. Failure 1o observe this

Ll requirciient is a punishable offence.

17.5: Offences and Prosecutions
Some offences are not punishable by the Income Tax Authorities. For such offences,
tax authority initiates prosccution proceedings against the assessee in the court of law. So it
is the magistrate who will penalise the assessee in case of prosecution. The offences and
prosecutions as per Income Tax Ordinance are as follows :
al’ Punishment for non-compliance of certain obligations (Scc. 164) : A
person is guilty of an offence punishable with imprisonment for a term of at feast 3
months and upto one vear or with fine or with hoth, if he. w tthout reasonable cause :

1 Lails to dediet rax it source u/s 49-

i Lals o produce accounts. documenis or stademenis as are referred toin the
nutice:
i Ll 1o furnish. in due time. the returmn of income as required under sec. 75, 77

ihd Y3;

V) refuses 1o permit inspection or 1o allow copies to be taken in accordance with
provision of section 114: and

v)  refuses to permit search and seizur. under sec. 117,



¢)

d)

_Pumshment for submlssmn

165) : A person would be guilty of an offence if he‘makes a false verlﬁcatxon in any ,
return or documents. The penalty of stich offence is inprisonment upto 3 years but
not less than 3 months or with fine or with both.

Punishment for concealment of income (Sec. 166) : A Person would be
suilty ol such offence and punishable with imprisonment upto 5 years but not less
than 3 months or fine or with both,

Punishment for disposal of poperty to prevent attachment (Sec. 167) :
A person would be punishable for such offence with imprisonment for a term, which
may extend to 5 years or fine or with both. - :

Punishment for disclosure of. protected mformatmn (Sec. 168) If a

person is guilty of such offence, he would be subject to punishment with
imprisonment for a term which may extcnd ‘"6_m0nthq or with fine or W1th both

s ,

\ Questlons

(a) Who are the authorities to impose penalt:es under the Income Tax Ordinance?
(b) Discuss the penalties for various offences done under Income Tax Ordinance.

' [D. U. B. Com. (H) '97]
What penal measures can be taken in the following cases :
(a) Failure to submit books of accounts required by Income tax quthoulxes
(b) Non-submission of tax return by the assessee.
(c) Failure of the employer to deduct tax at source.
(d) Submission of false return by the assessee.

[C. U. B. Com. (H) 1997 and BBA 1994]

Discuss in brief the penal measures under Income tax Ordinance 1984. §
' [C. U. B Cbm. (H) 19841
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18.1: Introduction ;

Tax evasion and Tax avoidance are two common terminology used in taxation, It is
natural that the Government will desire more tax. froin the tan-payers and the tax-payers
ave the tendency to pay as minimum as possible. The tax-payers can reduce their lax
liability cither by following tax planning within the tax rules or by concealment or nnder
statement of income. The former practice is legal and the latter is illegal. For beti.r tax
planning by the tax-payers and efficient tax administration, both the tax authority and tax-
pavers should have clear idea of tax evasion and tax avoidance. This chapter deals with
these concepts and other legal aspects of tax evasion and tax avoidance. '

A Taxevasmn maybedefined;:thcrasthe understatement or concealment of taxable -
object or as the failure fo pay tax in time either by the assessee or his agent. So it is illegal. -
- ~-On the other hand, tax avoidance is the minimization of tax liability by the tax-payer
or his agent by efficient tax planning. Tt is possible by fully complying with the tax laws
and meeting tax liabilities. Thus tax avoidance takes the advantages of the loopholes in the

existing fiscal Jaws, ' _ ) _
. +In the above context the remarks of the Taxation Enquiry Commission.of India is

‘worth mentioning, The Commsssion opined that one of the reasons for low tax collection

can be attributed to the’ practice of providing wrong information ot adopting fraudent..
measuféé}bj.t@_!_gpa_}(e,t";;‘gr‘t_d;.the_skill'fulhand cunning tax pl
et is fax evasion & the latfer js tax avoidance.:
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18.3: Distinction between Tax Avoidance and Tax Evasion

Although the main objectives of tax avoidance and tax evasion are the same. vet there
are some dilferences between their application. In case of tax evasion. tax Habiiiy is
reduced or tax is not paid at all. It is illegal. But in case of tax avoidanve. tax-hability s
minimized by taking the advantage of existing loopholes in tax rules. Although it is nol
illegul, but it is undesirable. The distinction between them is given very nicely i a case
decision which is stated below :

"Avoidance of tax is not tax evasion and it carries no ignominy with it, for. it 1s
sound law and certainly not bad morality for any body so to arrange his affairs as o reduce
the brunt of taxation to the minimum" [Aruna Group of Estate Vs, State of Madras (19635)
51 ITR 642 (Mad)].

18.4: Socio-cconomic Effects of Tax Evasion and Tax Aveidance
Tax avoidance and evasion have some adverse impacts on the economy and socicety.

These are-

(a) Loss of Govt. Revenue : The ultimate result of tux evasion and avoidance i~ the
tax loss or revenue reduction. This necessitates a higher tax burden on the assessee or
in other areas. Further, if the tax authority thus Govt. fails o collect required tax
revenue, its level of development expenses also falls. Tt affects the distribution
function of wealth of the Government and adversely affects socio-econonic
development of a country.

(b) Vitious Cycle of Tax Evasion is Developed : If tax rules are not sufficient 1o
check the tax evasion and avoidance, it may lead (o the development (éf a culture of
evasion. So a vicious cycle of tax evasion may take place.

(¢) Unwarranted use of Tax-evaded Income : Tax-cvaded incomes are used tor
conspicuous consumption in the form of buying luxurious goods. As the demand for
such goods increases with the resultant increase in price, the honest tax payers
gradully find themselves priced out of the market. This may create [rustration and
encourage people to avoid tax. So the stability of the society will be eudangered.
Such illegal money is also transferred abroad weakening the economy of the country.

18.5: Reasons for Tax Evasion and Tax Avoidance
The followings can be identified as the main causes of tax evasion and avoidance by

the tax payers :

(a) Ambiguity in Tax Rules : There are some tax rules in our Tax Ordinance. alike
some other countries, which are ambiguous. A tax-paver can take advantage of these
rules to his own benefit.
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(b) High Tax Rate : If the tax rale is high, the tux payers feel discouraged to pay tax.
So they adopt different means to reduce or minimize 1:x lability cither through tax
evasion or through tax avoidance.

(¢) Inadequacy of Preventive Measures : The eXisting measures to prevent (ax
evasion or avoidance are considered inadequate to solve the problem. Moreover., a
section of corrupt people relating to tax administration also helps the tax payers to
cvade and avoid (ax in exchange of speed money.

(d) General Tendency : It is said to be the human tendency of the assessee to avoid
tax. So, they try to findout loopholes in tax rules to avoid tax payment.

18.6: Common Methods of Tax Avoidance
Tax avoidance is possible by adopting any of the following means:

(a)  Transfer of property in the name of wife or minor child is one of the ways of tax
avoidance. By making such transfer, the assessee can reduce his level of income and
tax Hability.

(b)  Transfer of property to Trust is another way of tax avoidance. Through such transfer
of property to a Charitable Trust created by him and the income of which is indirectly
controlled and enjoyed by the assessee himself the tax can be avoided.

fc)  Creation of Private Limited Co., by the members of the family and relatives is also a
clever practice for tax avoidance. By creating such companies, the management
shows cxpenses and allowances in such a way that helps to reduce tax liability.

(d) A company can also avoid tax by transferring a portion of profit prior to the
declaration of dividend to capital reserve or converting it to capital.

However, it is not always possible to avoid tax by adopting above techniques.
Because some preventive provisions were found to have been inserted in income tax laws
of different countries. In Bangladesh also some rules were framed to prevent (ax
avoidance. For example, income from properties transferred to the names of minor child or
spouse is taken as the income of the assessee. But it is not always possible té prevent tax
avoidance. '

18.7: Common Methods of Tax Evasion
Tax evasion is made through adopting illegal means. Generally, an assessee adopts

he following means to evade tax :

a) Cash Sales : To conceal actual sales and Income, some organisations only make
cash saies. In such a case, proper record of sales is nol maintained and from
investigation also neither actual position nor adequate idea can be formed as to sales
volume, profit and tax liability.



e Income Tax-274

(h) False Expenses : To reduce profit volume and tax liability, false items of expense
or excess amount for an item of expense can be shown in the income statemen
These help reduction of profit with resultant reduction of tax liability.

(¢) Concealment of Additional Sources : Sometimes, the assessee does nc
disclose the additional sources of income. Similarly, a business may conceal incom
by not incorporating the branch income properly.

(d) Forgery in Documents : By forging documents like vouchers and imports an
exports documents, sometimes assessees try to evade tax liability.

(e) Maintenance of Duplicate Records : Some assessces maintain duplicate record
of their business and economic activities. They maintain one set of accounts for ta
purpose and another set for internal use.

18.8: Preventive Measures Adopted in Bangladesh
In the Income Tax Ordinance of Bangladesh, some provisions have been included ¢
prevent the tax avoidance and tax evasion. These provisions are described below :

(a) Avoidance of Tax through Transactions with Non-resident (Se
104) : Where any business is carried out between a resident and a non-resident and
appears to the Deputy Commissioner of Taxes that, owing to the close connection betwee
them, the course of business has been so arranged that either no profits cr profits less tha
the normal expected profit from the business will be shown. In such a situation, the DC
<hall determine the amount of income which may reasonably be considered Lo have accruc
(o the resident from such business and included such amount in the total income of U
resident.

(b) Avoidance of Tax through Transfer of Adsets to Non-resident (Se
105) : If any asset is transferred to the non-resident for payment of loan and it appears |
the tax 'uuthority that the transferor will enjoy the benefit from such transferred assets, th
tax authority will then take necessary action for such fake transfer. However, no action ¢z
be taken under this section if the transfer is honest and genuine.

(¢) Avoidance of Tax by Transactions in Securities (Sec. 106) : Whe:
(he owner of any securities sells the securities to other with an arrangement of buying the:
back to avoid tax on those transferred securities, the interest payable on these securities
the time of their transfer is considered as the income of the transferor. '

(d) Tax Clearance Certificate for Persons leaving Bangladesh (Se
107) : Any person domiciled or not domiciled in Bangladesh leaving Bangladesh nceds
procure a tax clearance certificate, if in the opinion of tax authority, he is not likely to retu
to Bangladesh. However, if the DCT is satisfied that the assessce has the intention
retuning to Bangladesh, an exemption certificate will serve the purpose. In this connectio
it may be mentioned that if any shipping or aircraft company makes arrangement for trav



Tax Evasion and Tax Avoidance-275
‘any people outside Bangladesh without tax clearance certificate, these companies are o
arthe unsctled tax liability of such person or persons.

{e) Collection of Information by Tax A uthority (Sec. 108-1 i()) : Any
gunization paying sulary to its cmployes should submit ful] particulars of income of those
iployees whose total income exceeds mininum taxable limit within st Seplember cach
ar. Similarly, any organization selling securities of company paying interest and dividend
uld submit the list of receipicnt of such interest and dividend (o tax authority within st
ptember each year.

(F) Identification of Assessee on National Basis [Sec. 184 (B)] : Now
essees are identified on national basis through Tax Identification Number (TIN). This
tem will cifectively help to identify the income of the assessee from different sources
I places to prevent tax avoidance.

(g) Reward for Providing Information (Sec. 184 (D) Any pcrson
viding “1formation about the concealed income of any person, will be rewarded by the

vempment.

all these preventive measures will reduce tax evasion and tax avoidance to a
ificant extent. But what is warranted is the sincerity of tax officials and tux payers.

s ey e
Questions |

(i) What is meant by "Tux Evasion' and "Tax Avoidance?

(63 Discuss the provisions of income Tax Ordinance, 1984 relating to prevention of

Tax Evasion” and "Tax Avoidance'

[D. U. B. Com (H), 1990, 1994, 1996]

(a) What is "Tax Evasion’ and ‘Tax Avoidance'?

(b) What circumstances are responsible for these?

By what procedure can un assessee evade and avoid tax? Describe the preventive

measures available in Income Tax Law with respect to Tax Evasion and Tax

Avoidance. Are these provisions adequate?

(a) Distinguish between 'Tax Evasion’ and ‘Tax Avoidance'? .

(b) Discuss the socio-economic effects of "Tax Evasion' and "Tax Avoidance'

(2) What are the common methods of "Tax Evasion' and 'Tax Avoidance'?

(b) What are the preventive measures for "Tax Evasion' and Tax Avoidance’

in Bangladesh?!

() "Suceessful tax planing iy SYnonymous o tax evasion” examine the stalonient.

(b) Discuss the anti-evasion measures under Incone tax luw,

[ N UL B. Com (). 1999 |
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19.1: Introduction

Income tax is a tax on income. For this purpose, income from different heads namely
salary, interest on securities, business income, agricultural income, house property income
cte., are lumped together. But it is also possible that onc or more heads of income may
<how net loss instead of income. In such a situation, tax rules are rational enough to allow
the asscssce to set off losses arising from any head of income in any year again:. the
income from other heads and carry forward the balance of loss, il any, to future yca. In
the Income Tax Ordinance, 1984, provisions relating to set off and carry forward of losses
are stated under scctions 37-42. In the following paras such provisions are discussed.

19.2: Set-off of Losses %

Losses of one head of income arc allowed to set off against the income from othet
heads. But'the rules for such setting off of losses are not common for all types of assessces
and business. Finance Act, 2005 provided that losses arising to an assessee {rom tax free
or tax exempted source will not be cligible for set-off from the heads of income chargeable
to tax. Now the rules of set off are elaborated :

A) Set off of Losses by an Individual (Sec. 37) :

When an assessee incurs loss on any of the specified heads of income in an
assessment year, he can sel off such loss against his income from other heads in the same
assessment year. In this connection following procedure will be followed :

i) Aggregating Income under same source

An assessee may have different heads of income. Further under one head there may
be different sources. For example under business head he may have income from cloth
business, income from jute business. Thus first, income of each source be determined alter
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adjusting all allowances, expenses and loss of that source. If there is loss of one sourc: il
will be so deterimined to adjust with other soniees,

ii) Aggregating income and nsses under sie hoad

Loss of ens seuree be adjusted with incornie of another souree, it any. In this way o
sain o loss of oo hedd he determined '

tit) Setting olT ol loss of one head asainst Profit of ansther head

[f an assessee incurs loss inone head of income und he has income from one or more
than one head of inconie, he skali adjust the loss of one head against the income of others,
Trr this way set-oft process will be completed.

But the following conditions are 1o be satistied tor getting set off fucility under (his
~ection :
1) Loss arising from speculative business in any assessment year can be set off only

against the income from speculative business in that assessment year,
i Loss [rom any source under the head capital gains in any assessnient year can be set

off only against the income from any other source talling under that head and
,  uassessable for that year.
i The DCI shall deduct any cush subsidy received by the assessee from the
Government in computing loss under this section.

B) Set off of Losses of a Firm and its Partners : [See. 42 (3)]

The loss sustained by a firm under any head of income can be set off only against the
meome of the firm under any other head. It is not allowed to set off or carry forward such
lnss against the income of way of the partners of ihe firm,

C) Set off of Losses of Succession in Business or Profession : |Sec.
2 @)

In case of succession of any business or profession by any person otherwise than by
inheritance, the loss of such business can not be set oft against the income under any other
fiewd of the person, :

D) Set off of Losses in Case of Constitutional Change of a Firm :
[Sec. 42 (5)} : L RS e o
v~ In case of change in the constitution of a firm. the changed firm shall not be entitled to
set.off the proportionate share of the loss of the retired or decased partner. A partner of the
(irm would not be entitled to the. benefit of any portion of the said loss as is not
apportionable to him. R '

L) Set off of Losses in Case of Companies :

If & company has more than one business. loss of one business cun be set off against
he income of other business. But the condition is that the company must be a Bangladeshi
ompany. It is to.be noted that if Bangladeshi company has overseas branch or business,
oss or gain of them can be set off against one another.
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19.3: Carry forward of Losses and Depreciation

Losscs which ¢an not be set off in the year of loss can be carried forward for set off
in the subsequent years subject Lo some terms and conditions. Now difterent types of carry
forward system ol losses are discussed :

A) Carry forward of Business Losses @ |See. 38]

The amount of business Josses. remaining after sl ol in the vear ol foss, can be
carried forward for set off within six subsequenl assessment years. Such set ol is aliowed
only against the income from the business or profession for which the Toss was originath
comptited. In case ol discontinuanee of such business. the loss is not allowed to be carried
forward and it would become capital Toss.

B) Carry forward of loss of Speculative Business : [Sec. 3Y]

Any loss in respect of speculative business in any assessment year, which could not
be sel off during the same ycar from any other speculative business. can be carried forward
for set off in six successive subsequent assessment years.

) Carry-forward of Losses under the head '"Capital Gains" : [Sec. 40]

Loss under this head upto Tk. 5,000 can be and should be set off against other
income of the same year. So any capital Joss in excess of Tk. 5,000 uader this head can he
carried forward for set off during the six successive subsequent assessment yeirs against
the income under the same head.

D) Carry forward of Loss under the head "Agricultural Income™ : [Sec.
41]

The amount of loss under this head which remains unabsorbed during the year of
incurrence can be carried forward for set off. This facility is granted for six SUCCENSIN Y
assessment years and the amount carried forward can only be set off against the mcoine
from same head.

1) Carry forward of Unabsorbed Deprecjation : [Sec. 4(0)]

If the depreciation allowance of an assessment y&ar can not be absorbed for shortage
of revenue, such unadjusted allowance can be carried Torward for set ofl in subsequent
year(s) without any time limit.

F) Carry forward of Loss in Case of Companies :

If there is a loss in business ol @ company in an accounting vear it can be carricd
forward upto six years for setting off against income of the succeding years. It is 1o be
noted that if the company has more than one business. it is not necessary that these
businesses be under same Lax arca or sume DCT. But it must be a Bangladeshi Company.

It may be mentioned here that unabsorbed depreciation of tax-holiday period ol an
industrial undertaking can also be carried for setting ofl beyond tax holiday period. Priority
is given regarding sct off of losses of business and speculation business over depreciation.
Because Lhe later category of expenscs can be carried forward for unlimited period.
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19.4: Conditions and Limitations of Carrying forward of Losses

[Sec. 42]

@) The provisions of Sections 37. 38, 39, 40 and 41 shall have effect subject to the
conditions and limitations set out i this section,

by Forfirm- The firm itselln s treated as an assessee and rudes ol See. 37 is apphicable
for such firm. So the partners shall not be entitled to ser ot and carry torward ot

partnership losses against their own income.

19.5: illustrations

Iustration—1:

From the following information calculate the taxable income of Mrs. Bannya for the
vear ending 31st December, 2005.

Basic Salary Tk. 1.20.000
Bonus Tk. 20.000

She contributes Tk. 12,000 in recognized provident fund. Her emplover also
contributes same amount to the fund.

She carns Tk. 5000 monthly by letting a house and she pays Tk, 1,000 annual
mterest on the loan taken for the erection of the building. Other expenses relating o the
building is Tk. 700. The house was vacunt for 3 months.

Her income from rice business is Tk, 19300 and losses trom t¢a business is Tk.
20.000. She incurs a loss of Tk. 12,000 from agricultural income but received a subsidy of
TR, 5.000. There was an unabsorbed loss ol rice business Tk. 3,000 [rom previous year.
She also has an unabsorbed loss from speculative business.

Solution: |
i Assessment of Mrs. Bannya
Assessment Year-2005-2006
Income Year-2004-2003 \\|
Description ' \ TK. Tk.
1. Income from Salary :
Basic Salary 1.20,000
Bonus 20,000
Employer's Contribution to P. F. [2.000
1,52.000
2. Income from House Property : 60.000
Less : Admissible expenses—
a) Repairs 2 15.000
b) Interest on loan 1,000
¢) Other expenses 700
d) Vacancy allowance 15.000 31.700
28,300
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3. Business Income : , T
4) Inceme from rice business 19,300

[.ess @ Loss of last year . (3.000) 16,300

b) Loss from tea business (20.000)

| [ 3.00)

4. Loss from 'Agricultural Income' : ‘ (12,000) -

Less Govl. Subsidy (5.000) {7.000)

-, Totul Income = (1,52,000.+ 28.300 - 10.700) 1.6V.600

Notes : (1) As there is no income from speeulative business in the assessment year, the
lass from such business from previous vear can not bhe carried Forward Tor
p : ,
absorption. '
(2) Goverment subsidy for agricultural income is deductible from loss of

'Agricultural Income’.
MHustration-2: F

: From the following particulars of Mr., Rana show the taxable income, set off and
carry forward of losses for the years 2002- 2003 and 2003-2004 :

=

Description of Income and Losses 2002-2003 2003-2004

Tk. TE.

1. Interest on Securities 15,000 12,400
2. Loss from House Property 13.0(K) 13.000
3.  Income from Jute business 13.000 ' [ 6.000;
4. Deductible expense thereon 192,000 14,000
5. Income from leather trade 13.000 11.000
6. Lossof last year 15.000 ‘ —

- 7. Depreciation ‘ 10,000 11,004
8. Unabsorbed depreciation e 20.000 —
9. Loss from Speculative Business 3.500 —
10, Loss from Garments Business 16,000 —
11, Loss of last year 2,000 -

Mr. Rana closed the Garments Business in 2003-2004.

ST



i :Assessment of Mr.,Rana

™ sl " For the ‘Assessment Year—-2004 20()5 o I
. Descnption : iy Tk
4. 1.. Income from securities 15,000
{ 2. Loss from house property 13.000
: ar | 2,000
.| 3. Business Income :
i . 4 _a) Income from Jute tradmg es i ER S e 15,000
177 Less:Expenses, 1 19,000
Loss from Jute busmess _ (4,000)!
b) Income from leather trade ' 13,000 '
less : Last Year's loss - | 15,000 (2,000
¢) Loss from speculative business 3,500 '
d) Loss irom garments business 16,000
Add : Last year's loss 2.000 (18.000)
Total loss from business except b (24.000)
foss from speculative business S E
Less @ Surplus from securities income ' ' 2,000
Unabsorbed business loss to be carried forward ' ' (22.000)

A) Caleulatien of Carry forward of business Losses :

Total Loss — Loss frcn}d business closed i.'e. garments business = (22,000 - 18,000)
= Tk. 4,000.

This loss is to be carried forward in proportion :
¢ = i) Jute business = 4,000 X % = Tk. 2,667.
B ‘ - it)  Leather b'usiness-; = 4,000 }(% = Tk. 1,333.

B) Unabsorbed depreciation = (10,000 + 20,000) = Tk. 30,000.
C) Loss from speculative business Tk. 3,500.
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Assessment of Mr. Rana

for the Assessment vear of 2005-06 B
Description k. Tk. 1
1. Business Income :
A) Income from Jute business 16.000
Less Expenses 14.000
[.ess Loss of last vear 2.000
[Loss [rom Jute business 26067 1HGTY
B) Income from Leather Business [4.000
Less Loss of Last vear L.333
12,667
Less Depreciation 11.000 1.667
Income [rom business 1.000
[.ess Unabsorbed depreciation E 1.000]
Business Income ;\‘x
2. Interest on Securitics [ 2.000
Less @ Loss from house property 13000
Loss rom house property 1.0010)
Losses to he carried Torward ¢
Ay Unabsorbed depreciation (30.000-1.000) 29.000
13) [oss [rom Speculative business 3.500

Note : Loss from House Property Income ¢an not be carried forwird.

IHustration=3:
A, B and C are three partners of Luna Enterprise sharing profits i the ratio gl 2idi 1,
The total losses of this business or the year ended 31st Dec.. 2004 are Tk. 1.20.000.
The amount of capital contributed by A, B and C is Tk. 1.00,000. Tk. 80.000 and Tl
50.000 respectively. The partners are entitled to interest on loan @ 5% on Capital. The
business is conducted in a rented house of B. The annual rent of the house 15 Tk, 24.000
Income of the business {rom other sources is Tk, 30.000.
Personal Income of AL BLoand Care s
Salary income of A Th. 56.000
House property inconie of B Th. 64000
Miscellancous meonme of ( Th. 31000

Caleulate the total income. taxable inceme and losses 1o be carried lorward.
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Solution

Luna Enterprise
Income year-2004-2005

Assessment Year-

2005-2006

Description Tk.
Loss betore adjustments 1.20 .41
Add ¢ Interest on Capital 15000+4000+2500) | 1.5300
Add : House rent 146030
1.55.500
Less - Income from other sources 50.000
Net Loss 1.05.500

The firm is entitled to carry forward losses of Tk. 1,05,500 to the subsequent years

to sel off losses.

Caculation of Assessable Income of Partners

Partculars A B &
i, Salary Income 86.000 - -
2. Housc Property Income 48,000
Less _llth of repuir Cost
3. Miscellaneous Income 31.000
86.000 48.000 31.000

Notes : 1) B ane C wili not pay tax because their total income is below the minimum
taxable income. A's tax liability is Tk. 1,100 but he is to pay tax of Tk. 1.200

(which is the minimum tax).

2) The loss of « partnership firm can be carried forward by the firm itself.

[Nustration—4:

X. Y and Z are equal partners of a firm. The loss of the firm for the income vear-
2004-05 was Tk. 46.000 after charging interest of Tk. 20,000 on capital and depreciation
Tk. 8.000. Income of the firm from investment Tk. 8.000. Personal income of the partners

from different sources are ;

A : Salary Tk. 72,000, House property income

B : Business Income
C - Miscelluneous Income

Show the tax assessment of X, Y & Z Firm.

Tk. 24.000

Tk. 46.000
Tk. 11.000
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Solution : _ L
: : Assessment of X, Y, Z
Income year 2004-05
Assessment year 2005-006

_ Description - Tk

Loss as per P/L Account 46,000
Less : Depreciation 8.000

' 38,000
Less - Investment [ncome 8,000
Loss From Business i 30,000
Loss from business 30,000
Add : Unabsorbed depreciation ' 3.000
Total Loss of the business 38,000

Note : The firm can carry forward the loss for next six years.

i f Questi__qhs?

[. &)  Whatdo you mean by Carry Forward and Set Off of Losses ?
b)  What are the conditions and limitations to carrying forward of losses?
[D. U. B. Com (H), 1986, i8]

2. a)  What do you mean by set off of iosses?
b)  How can you carry forward of losses under the head 'Capital gain™
c)  List down the conditions and limitations of carrying forward of losses,
1D: U, B. Com. {Hj}. 2|
3. a) Discuss the provision of law with regard to sct off and carry forward of losses.
b)  What is unabsorbed depreciation? What are the provisions of carry forward in
this regard? [0 1L B. Conmi. (], 97|
4. Discuss the provisions relevant to Set-off and Carry-forward of losses relevant to the
following :
(a) Individual (b) Firm (c) Company (d) Unabsorbed Depreciation and (e) Capital
s . S : -

Exercises

Ex.-1:
A trader made a profit on Grain Business amounting to Tk. 20,000 during the year
ended on 31. 12. 2004 and in the same year suffered a loss of Tk. 24,000 from Cloth
Business. In the next year he had an income from House Properties amounting to Tk.
40,000 and from Grain Business he suffered a loss of Tk. 33,000 and carncd a profit of
Tk. 21,000 from cloth business. What amount of income tax, if any, he will pay for the
-assessment year 2005-2006.7

[R. U. B. Com. 1961, Modified]




From the folIowmg parnculars computc assessee's tolal, Il’lCOl'nC for sevcral assessrﬂ‘"g*_
- years “'_.3.' FEon {«," i’ 2 35 £ 8 Hill
: Pal‘ticula_rs ' ' ' § 8 | R S :
SI. No. Accountingyear | Tncomefrom™ | -Income from |****'Other * 7]
aesi L s epdedon 7 | “House Business Income |-
Property S B 5t . 22 -
1. 1. 3. 1997 * 45,000 (30,000) 24,000
2. 31. 3. 1998 46,0001 28,000] —| .
3. 31.3.1999 | 46,000]. . (45000)|. . 11,000|
4. 31.3.2000 [ 7 47,000 (36,000)) . . —
G 31.3. 20'01"-“ 47,000 3000 C TYCY =
6. 31. 3. 2002 E (1 000) 32000 ' 1'1;500

.....

Notes : |)Figures in the brac}\ct mdlcatc los% :
2) Income from House Property hds been determined after allowing allow ublu
expenses. e B :

Ex.-3: .

Ram Shyam and Madhu are equa‘ partnm of a firm styled '‘Brothers ‘Enterprlse

During the Income year 2004-2005, the firm incurred a loss of Tk. 52,000 under the *

business head and earned Tk. 23,000 under interest on security head. The business loss

has been computed after debiting depreudtlon al[ow ance of l[\ 13 OOO Thc partners had

Fay e ,;74.. .\-—q,‘{

the following private income -~ - =~ 7=
Ram : Profit from house pr opcrly Tk. 50 000

Shyam : Income {from private business Tk. 43,000 g e

-Madhu : Dividend income Tk. 46,000 but loss from his pnvale buﬁmcss Tk 33 UOO S T_ s

- Determine the pouum} of all the partners of the ﬁrm " R

rx 4 ; .;-..f'-. o
A, B and C are partners in a firm which mcurred a loss of Tk. 45 000 for thei
accouning year cnded on 30th June, 2005. On the same date C retires and the ﬂrm is bcmg"_f—i
dissolved. But A and B invited D to join their firm and to continue the business. T

Explain the legal position of carry-forward and set-off loss from all angles.
[C. U. B. C‘om (Ilons) 1978}

S e 4 % i
;2 )_up-,.
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s

20.1: Introduction

There are several Lypes of business organisation. Partnership is onc of them. In the
eves of general law. the partnership firm has got no separate entity. Legally, the partnership
firm cun not deal with any legal activity in its own name and the partners are entitled to do
so in their own names individually. But according to Income Tax Ordinance 1984, the
partnership firm has got its own separate entity and from that point of view. the firin is
entitled to pay tax i. e. the firm has been given right to deal with tax matters. In this chapter

assessment plouedun,s of partnership firm have been discussed.

20.2: Definition of Partnership Firm

There is no clear definition of partnership firm given in the Income Tax Ordinance.
1984 but Section 2 (32) of ITO. 1984 reters to ‘the meaning assigned to it by the
Partnership Act. 1932 According o the Partnership Act, 1932, Purtnership is— "the
relationship between the persons who have agreed to share the profits of a business carried
on by all or any one of them acting for all”. The members of the firm are individually
known as 'Partner’ and collectively known as 'Firm' or 'Partnership Firm',



Assessment of Partnership-287
The above definition is also accepted by the Income Tax Act but the meaning of
Partner is different to some extent in the eyes of Income Tax Law. A minor or an
underaged child who enjoys the benefit of a partnership firm may also be considered as the
partner of a firm according to Income Tax Law. It is to be mentioned here that a partnership
is not a separate legal entity like o limited company. vet it is t an extent. treated as such for

lax purposes,

20.3: Procedure of Assessment of Iirm
The following thrce steps are followed for the assessment of a Firm ¢
1)  Computation of Total Income.
2)  Determination of Tax, and
3) Allocation of Income among the Partners.

The assessment procedure of the Partnership Firm has been discussed as follows :

1) The profit of the firm is to be computed according to Sec. 28 und Sec. 29 of ITO
1984

2)  The profit of the firm excluding interest. salary and commission given to the partners
is to be distributed among the partners.

3, Total Income of the firm is taxable but a portion of which is exempted income 1. ¢
156 tax credit on allowable investment is to be deducted from Taxes Pavable.

4) 11 the computed profit i. ¢. total income of the firm exceeds Tk, 1.00.000 then tax is
10 be imposed on the bams ol the following rates :

On the first Tk. 1.00,000 0%
On the next Tk. 2.00,000 1 0% |
On the next Tk. 2,50,000 15% L
On the next Tk. 3.50.000 20%¢
On the rest (Balance) amount 25%

It is to be mentioned here that the mininum amount of tax should not be less than Tk.
1.500. .

5)  The share of income from the firm is 1o be added to the total income of the individual
assessee (cach partner) and tax is to be calculated as per applicable tax rates of
individual assessment. Finally. income from firm is 1o be considered as tax free
mcome and pau'mch will get rebate at average rate on their partnership income from
tux so computed.

It is to be noted here that if the income of the firm does not ¢ >xceed Tk, 1.00.000. no
tax is 1o be imposed thereon and then such total income is 1o be distributed among the

partners completely.
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- Allocation of Income Between/Among Partners =i
; Partners
Particulars Total Taka A B
; ' Tk. Tk.
Income of the Partners Received from the
Business :
a) Salary e EE e
b) Interest on Capital . *E e
¢) Interest on Loan ok *% %
d) Other Receipts of Partners % Ak *ok
e) Commission, etc. ek ? s 2
f) Interest on Drawings (Let, Partner B)
[The total of Items a) to e) is to be deducted
from Total Business Income and this amount
of Interest is to be adjusted with the
deducted result and then finally such interest
on drawing is to be deducted from the
income of the respective partner.] i (*%)
g) Allocation of the rest Business Income as o
per Profit and Loss sharing ratio (i. e., from
Total Business Income Partners' personal
receivables are to be deducted and interest on
drawings is to be adjusted. After doing so,
the resulted figure is to be allocated
between/among partners according to Profit
and Loss Sharing Ratio.) e 4 w5 o
Total Partnership Income i i
Computation of Total Taxable Income of Partners
Partners
Particulars A B
Taka Taka
Income From Partnership i ik

Add : Private Income

(Here all other sources of Inéom‘c of the Individual Partner

are to be shown)
Total Income of Individual Partner
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20.5: Points to Remember

1)  Income tax paid by the firm would not be deducted from the Total Income of the
Business, while allocating firm's income between/among the partners.

2)  Source-wise private income of the individual partner is to be added with the
share of business income from firm at the time-of determining Total Taxable
Income of each partner. _

3) At the time of calculating total income of the individual partner, income from
firm is to be added. But as the firm itself pays tax, so, partners will get rebate at

“average rate on their partnership income from tax so computed.

20.6: Illustrations
(A) General Illustrations
Ilustration-1: _

Othelo and Debdas are equal partners of a firm. You are given the following Profit
and Loss Account for the year ended 31st Decembe};, 2004 and other relevant information
from which you are asked to determine the Total Income of the Business and Partners :

Profit & Loss Account

Dr. ' Cr.
Particulars Tk. Particulars Tk.

Salaries to the Staff 31,200 | Gross Profit 2.09.200
General Expenses 34,500 Interest on Commercial 12,400
Rent and Taxes 25,700 | Securities
Salaries :

Othelo 24,000

Debdas 22.000 46,000

Interest on Capital :
Othelo 12,000

Debdas . 11.000 ‘ 23,000

Commission to Debdas 12,000

Net Profit 49,200
2,21,600 2,21.600

Rent includes Tk. 12,400 paid to othelo for the use of his house for business
purpose. Private income of the partners were as follows :

Othelo : Income from House Property Tk. 60,000 (Net)
Debdas : Incomé from Dividend Tk. 13,500.
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Solution:

Othelo-Debdas Partnership Firm

Income year :
Assessment year :

1. Computation of Total Income from Business :

2004-2005
2005-20006

Particulars Taka Taka
Net Profit as per Profit & Loss A/C 49,200
Add : Inadmissible Expenses : '
Salaries to the Partners :
Othelo 24,000
Debdas _22.000 46,000
Interest on Capital :
Othelo 12,000
Debdas 11.000 23,000
Cominission to Debdas 12.000 81,000
1,30,200
Less : Non Business Income :
Interest on Commercial Securities 12.400
Business Income 1,17,800
a) Business Income 1,17,800
b) Income from Interest on Securities (12,400 X l%@ 16,534
Total Income 1,34,334

2. Tax Liability of the Firm :

Nil

On Ist Tk. 1,00,000 = |
On Next Tk. (1,34,334-1,00,000) 4
=Tk. 34,334 @ 10% = Tk. 3.433
Total = Tk. 3,433
3. Allocation of Income Between Partners :
Particulars Total (Tk.) | Othelo (Tk.) | Debdas (Tk.)
Interest on Capital 23000 12000 11000
Salary to Partners 46000 24000 22000
Commission 12000 — 12000
Share of Divisible Profit 53334 26667 26667
[ (Tk. 134334-81000) + 2 ]
Share of Total Income of the Firm 134334 62,667 71,667
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4. Computation of Total Income of Partners :

Particulars Othelo (Tk.) | Debdas ('Tk.)

a. Income from Business 62.0067 71.667
b. Income irom House Property 60,000 —
¢. Income from Dividend : 13.500
Total Income 1,22,667 85, 167

Notes

(1) The Partnership Firm is to pay tax as per the tax rates applicable for individual
assessee. S o
It is assumed that house rent paid to Othelo is his private house property income and
iLis not included in his house property income of Tk, 40.000. Repairs. cte. of -ilh of
such income has been deducted.
Debdas does not require to pay tax because his total income does not exceed
minimum taxable income limit of Tk. 1,00,000 but othelo is to pay tax of Tk. 22.667
as per applicable tax rates. :
Dividend income of Public Ltd. Co. is now taxable in the hand of individul assessee
firm ete. (except company) vide F. A. 2005,

(h)

IHustration=2: ,

Bush and Gorvachev started a Departmental Store as a Partnership Firm as on st
“July,.2004. Their profit sharing ratio was 2 : | and initial capital was Tk. 10,00,000.
During the middle of the year, in January, they took loan from Janata Bank amountir.g Lo
Tk. 50.000 @ 20% interest p. a. each and invested the same in the firm to mect the
working capital requirement. As on 30th June, 2005 the transactions summary of the

business was as follows :

Taka
) Salary 44,000
2)  Interest 5,000
3) Rent 22,000
4)  Electricity 8,000
5)  Other Expenses 4,000
G)  Sales 5.47.000
7y Purchases 290,000
8)  Wages and Purchases Expenses 20,000

During the relevant income year, Government Security worth Tk. 10,000 and
Savings Certificate worth Tk. 5000 were purchased on behalf of the firm. Prepare Tax
Statement of the firm as per the prescribed Format of the TTO, 1984
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Solution :

Bush-Garvachev Partnership Firm
Address o 7

Status : Partnership Firm

Residenual Status : Resident

G L Ry NOs wvomunn svmms "

Income Year: 2004-2005

Assessment Year : 2005-20006

Statement of Income for the year ended
on 30-06-2005

Description of Income Taka

I. Income from Salary : Sec. 21 -
2. Income from Sccurities : Sec, 22 ==
3. Income from House Property : Sec. 24 _—
4. Income from Agriculture : Scc. 26 —
3. &) Income from Business and Profession Scc. 28 S

b) Income from Firm (Sce Computation -1) 1.49.000
6. Income from Capital Gain : Sce. 31 —
7. Income from Gther Sources : Sec. 33

a) Dividend —

b) Interest —

¢) Others (Details) L ——
8. Total (1-7) 149,900
9. IForeign Income —
10. Total Income 1,49,000
Tax on Total Income 7.400
Tax Credit : Sec. 44(2) 2,250
Tax Payable (See Noie) 5,150

T

ax Paid
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PART B |

Tax Crédlt Incmne/hwcstmcnt
Description Taka

Life Insurance Premium o —
Contribution to Deferred Annuity Fund ‘ =
Contribution to Providend Fund Under Provident Fund z'\Cl 1925 , —-
Employee's and Employer's Contrbution to Recognised Provident Fund —
Contribution to Old age Fund ) . -
. Purchase of Shares and Debenture of Rccovmsul Company e
- Purchase of Govt. Sccurities and Savings Certificate (10,000+5,000) 15,000
N Comnbutlon to Deposlt Pension Scheme _ —
. ZakatFund | | L —_
1_0 Welfare and Group Insurance - —
‘{1, Other Deductions (if any) ' —E
"Acmal Total Tax Credit Tnvestment ' : - ~ 15000

'\9*90 N SR W N

T Here tax CI'Cdlt investment w ould be Tk. 15,000 (because actual 1nvestmn,nt is less

A Cbmputation-l:
.. Computation of Total Income of the Iirm :
TEd : ' Taka
. Sales 1 5.47,000
~ -Less™ Purchases - 2,90,000
B o g - Wages and Other

. Expenscs 20.000 310,000
_Gross Profit 12,37,000
% Ope'ratlmT Expenses = = | .

: __AdITHSSlblC Expenses :
=a) Salary ' 44 000

3 " "b) Interest paid 5000
U7 T T Payable _5000 - 10,000
¢) Rent 22,000
d) Electricity _ 8,000

je)_OthcrExpenses : L 4000 -
(Assummg Allowable) : : 88,000



Less Tax Credit @ 15% on Investment Tk 15000 =

" On'next (here rest) Tk. 49,000 @ I_Q

Total Tax =

Net Tax to be pald =

" Particulars

~Salary : K. Alam

iduhieipaf Tax

Donatlon - nd

Sundry Expenses
Net Profit

J. Alam

Tnne Baned Bad Debt
Rent Pald to K Alam ‘

~

i1,76,545|

1‘ 08,445

0 Prlvate Income of the Partners i By fad i
7" Khane Alam : Income from Hcpuse Property Tk 44 000
: ~Jane Alam Income ﬂ om Busmess Tk 37, 500

i
* ok

]
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Solution:

Income Year : 2004-2005

Assessment Year

2005-2006

1. Computation of Business Income of the Firm :

Particulars Taka Tl
Net Profit as per Profit & Loss A/C. 128,445
Add : Inadmissiable Expenses :
Salary :  Khane Alam 13,200
Jane Alam 13.500 26,700
Donation 600 27.300
1.535,745
Less - Non-Business Income
Income from House Property 30.000
Interest on Tax-free Govl. Sec. 2200
Interest on Drawing : Jane Alam 43 32.245
Business Income f 23,500
2. Computation of Total Income of the Frim :
Particulars Taka
a) Interest on Tax-free Govt. Security (Fully Exempted)
b) Income from House Property (Net) 20.000
¢) Income from Business 1.23,500
d) Interest on Drawing 45
Total Income 1.53.545
3. Allocation of Income between the Partners :
Particulars Total Tk. Khane Jane Alam
Alam (Tk.) (Tk.)
Salary 26.700 13.200 135,00
Interest on Drawing (Jane Alam) (45) - - (43)
Rest Amount of Business 96,845 61,622 61.878
Income (123300-26655=96845)
a) Share of Business Income 1.58.500 61.622 61.878
b) Share of House Prop. Income = 15.000 15.000
¢) Share of Interest on tax-free Govt. Security
(Fully Excimpted) - —
Share of Totul Income o! the Firm 76.622 76.878
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4. Computation of Total Income of the Partners :

Particulars Khane Alam | Jane Alam
. , Tk. Tk.
Share of Total Income of the Firm 76,622 76,878
Add : Private Income : _
Income from House Property (Net) 44,000 -
Rent Received from Firm for House let out. 9,300 =
(Tk. 12,400-Repairs 12.400 X c]_l)
Business Income — 37,500
Total Income 1,29,922 1,14,378
-5. Tax Liability of the Firm :
) Tk.
i) On Ist Tk. 1,00,000 = h o Nil
i) On Next Tk. 2,00,000 @ 10% = 5,354
(here, rest Tk. 53,545) '
.. Total Tax Liability = 5354
6. Computation of Tax Liability of The Partners :
Total Income : Khane Alam  Tk. 1,29,922
Jane Alam Tk. 1,14,378
Tax Liability :
Particulars ' Khane Alam | Jane Alam
TE. TE.
On 1st Tk. 1,00,000 Nil Nil
On Next Tk. 2,00,000 @-10% : o
Khane Alam : 29,922 x 10% 2,992
Jane Alam : 14,378 x 10% 1,437
. 2,992 1,437
Less Tax Liability on the Firm's Income at average rale
76,622 % 2,992
Khane Alam 129002 1,765
y 76,878 X 1437 966
ane Aialn ],14,378
1,227 471




——f

Notes
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(1) Sundry Expense is assumed to be Business Expensc.

(2)  Rent paid to Khane Alam by the [irm has been considered as Gross Rent and his
personal Property [ncome has been considered as Net Rent [ncome.

(3) Itis assumed that Income Tax Authority is satisfied about the time barred Bad Debt.

(4)  Khane Alam and Jane Alam have to pay tax according to ITO, 1984 orther incomge
from which they will get rebate at average rule on their partnership income so
computed. But as minimum tax payable is Tk. 1,500 both of them shall pay this

MInmuIn suin as tax.

Ilustration-4:

From the following particulars compute the Total Income of the Firm and The

Partners A, B and C :

Profit and Loss Account

For the year ended 30th June, 2005

Dr. o
Particulars Taka Particulars Tuka

LLoss on Stock destroyed by 61,000 | Gross Potit 1.93.000
fire Income from Property 2,500
Interest on Capital : Interest on Tax-free Govt. SO0

A 1500 Securities

B _1009 2,500
[nterast on A's Loan 1.800| Dividend from Public Lid, 31,200
Rent Paid to C 12,000 Co.
Salary paid 1o B 11,200 { Interest on Drawings . B 60)
Net Profit 1,39,060

2,27,560 2,27 .560

Personal Income of the Partners :

A : Salary

B :‘Income from Property
C : Income from Business

A. B & C share the profit and lesses in the ratioof 1 : 2 : 3.

Tk. 30,600
Tk. 80,000 (Net)
Tk. 56,000

~

[D. U. M. Com (Modified)]




Assessment of Partnership-299

Solution:
Income year : 2004-2005
Assessment yedr : 2005-2006

1. Computation of Business Income of the Firm :

Particulars Taka Taka
Net Profit as per Profit and Loss Account 1,39.060
Add : Inadmissible Expenses :
Salary to Partner : B 11,200
Interest on Capital : A 1,500
B _1.000 2.500
Interest on A's Loan 1,800 15.500
1,54,560
Less @ Non-business Income ;
ncome from House Property 2.500
nterest on Tax-free Govt. Security 800
Dividend 31,200
Interest on B's Drawing * 60 34,560
Business Income 1.20.000
2. Computation of Total Income of The Firm : )
Particulars Taka
a4) Business Income 1,20,000
b) Income from Property (Assuming Net) 2500
¢) Interest on Drawings 60
d) Dividend 31.200
. Total Income 1,53,760

~[* Interest on drawing may be treated as business income. If 0, it ts not to be
deducted here and as a result it is not to be added to the total income of the firm once again.
Howev er, it is better to consider interest on drawi Ing as non-business income. |
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3. Allocation of Income Among the Partners :

Particulars Total A B £
Tk. Tk. 1k, TE.
Salary 11,200 — 11,200 —
Interest on Capital 2,500 1500 1,000 -
Interest on Loan 1,800 1800 — —
Interest on Drawing 60 - (60) —
Rest of the Business Income
(Tk. 1,.20,000-15,500+60) 1,04,560 17,427 34,853 52,280
a) Share of Business Income 20,727 46,993 52,280
b) Share of Income from Property 2,500 417 - 833 1,250
¢) Share of Dividend 31,200 5,200 10,400 15,600
.. Share of Total Income From Firm 1,53,700| 26,344| 58226 69,130

Total Income of the Firm : Tk. 1,53,760. From this int. on drawing Tk. 60 is

deducted as it is charged to Mr. B. So income is 1,53,700.

4. Computation of Total Income of the Partners :

Particulars A B C
Tk. Tk. Tk.
Share of Total Income from Firm 26,344 58,226 59,130
Add : Personal Income :
a) Salary 30,600
b) Income from Property 80,000
¢) Income fiom Property 9,000
(Received from Firm)
[ Tk. 12,000-Repairs Llith |
d) Business Income 56,000
. Total Income 56,944 1,38,226 1,34,130

e .

B and C will get rebate at average rate on their partnership income of Tk. 58,226 and
Tk. 69.130 respectively from tax so computed. A is not supposed to pay tax because his
total income does not exceed minimum taxable income limit of Tk. 1,00,000.

Notes :
1) Income from House Property of B has been considered as net amount.
2)  House Rent from the firm received by C has been considered as gross amount and as

; 1
a result, repairs @ z_tth of such rent has been deducted.

3)  Interest on tax-free Govl. securities is fully exempted from tax.
4)  According to Finance Act, 2005 exemption for dividend has been withdrawn. Now it
is taxable in the hand of assessee (except company).
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Iustration-5:

Ashit, Rashid and Khurshid are partners of a Firm. They have decided to share the
Profit and Loss in the ratio of 2 : 2 : 1. The Profit and Loss Account for the year ended 3 1st
Dec., 2004 is given below :

Particulars Taka Particulars Taka

Sundry Business Expenses 14,000 | Gross Profit 1.415,000
Interest on Capital : Income from Property 2,500
Ashit 2000 Int, on Tax-free Govt.
Rashid 3000 | Security _ 3,500
Khurshid 1500 6,500 | Dividend 6,000
Salary : Ashit 5,000 [ Interest on Drawing : Rashid 200
Commission ; Rashid 4,000 Profit on Sales of 3,000
Interest on Loan : Khurshid - - 1,600 Investment
House Rent @ Ashit ' 5,000 Interest on Deb_entuge 16,000
Loss on Sale of Machineries 2,500
Time Barred Bad debt 1,500
Donation 3,000
Sales Tax 500
Advertiscment 1,000
Rescrve Account 2,000
Net Profit 1,29.600
1,76,200 . L.76.200

Other Information :

(1) Sundry business expenses include legal expense of Tk 1,000 paid for preparing new
pa,rtnerbhlp deed. - 3 P

(2) Advertisement expenses include cost of permanent sxgnboald of Tk. 500 and

.~ purchase of business journal of Tk. 250. g, L R .
(3) Private Income of the Partners : v ow B FR _
" a)Ashit Agricultural Income o Tk. 40,000 (Net)
b) Rashid : Business Income ' Tk. 80,000
¢) Khurshid : Business Income Tk. 20,000
Interest on Comimercial Securities Tk. 2,800

Determine the tax liabilities of the firm and the partners.
: - [N. U. B. Com: (Pass) 1999]
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Solution:
I. Determination of Total Income of the Firm:

Ashit, Rashid and Khurshid
Income Year @ 2004-2005

Assessment Year @ 20032006
Paiticuibays Taka [zl ]
Net Profit as per Profit & Loss Account | ot GO
Add : Inadmissible Expenses :
Interest on Capital — Ashit 2,000
Rashid 2.000
. Khurshid 1.500) 6,500
Salary : Ashil 5.000
Commission : Rashid 4,000
Interest on Loan : Khurshid 1,600
Loss on Sales of Machineries 2.500
Donation 3.000
Advertisement : Cost of Permanent Sign Board S00
Legal Exps. paid for Partnership deed 1,000
Reserve Account 2.000 26.101)
1.35.700
Less @ Non-business Income :
Income from Property 2,500
Interest on Tax-frec Govit. Sceuritics 3.500
Dividend 6.000
Interest on Drawings @ Rashid 2060
Profit on Sale of Investment 3.000 5
Interest on Debenture 16.000 31.200
. |,24.500
Income from Business:
Add : Non-Business Income
Income from Property 2.500
—- Repairs, ete. %lh 625 )
- L.&TH
Interest on Tax free Govt. Securities Tk, 3.500 —
(Exempted in Full 1 F. AL 2002)
Dividend 6.000
interest on Drawings : Ashit 200
Profit on Sale of Investment 3.000
— Loss on Sale of Machineries 2.500 500
Interest on Debenture 16,000
— Exempted upto (FA 2002) 20,000 == ]
Total Income 12 3075
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2. Computation of Tax Liability of the Firm :

Particulars Rate Ty
TK.
Total Income Tk. 1,33.075
On Ist Tk.  1.00.000 Nil Nil
On Next Tk. 1.50.000 10%% 3,308
(Herewom Rest Tk 33:075)
Total 3.308
3. Allocation of Business Income Among the Partners :
Particulars Total Ashn Rashid | Khurshid
Taka Taka Taka Taka
Interest on Capital 0,500 2.000 3,000 1.500
Salaries 5.000 3.000
Commission 4.000 4.000
Intcrest on Loan 1,600 1.600
Interest on Drawings (200) (200)
Rest Amount of the Business Income 1, 16,175 46470 46,470 23,035
(TKk. 1.33.075-16.900) (In the ratio of 2.2:1)
1.33,075| 33.170 23270 26,335
4. Computation of Total Income of the Partners :
Particulars Ashit Rashid | Khurshid
Tuka Tuka Taka
a) Income from Business 53470 53,270 26.335
by Personal/Private Income :
Property Inconme 3.000
— Repuir&;;]1 1.250 3 745
Agricultural Income (Net) 40.000 )
Business Income 80.000 20.000
" Income from Com. Securitics 2,800
CAssuming Gross)
Total Income G 20 a0 49,133

Comment @ Ashitand Khurshid donot reguire o pan s
does not exeeed the minimum taxable income linnt ol Tk, 100,000

hocatse thenr total inconu




b
7

.

* On 1st Tk. 1,00,000

On Next Tk?2,00,000 @ 10%" "
(Here rest Tk. 33,270y "~ -+

Total Tax _ _ 3,327
Less Tax Rebate at average
Rue = TRFEAEL T
| NetTax= . .« eerl _ 1995
s Notess © b op il ik Susmbaenng s e PO
11, Time barfed Bad:deht is irrfzc,oytfqba_Sg, it has been considered as admissible loss.:
It is assumed that Investment has beén transferred within the period of five years.
= Loss ori sale of machineries has béen déducted from the profit on sale of investment
" and the rest amount of capital gain has been included in the total income.
3. Repairs, etc., élh of the property income have been deducted assuming that such
income is a gross income. " a ) -
Legal expenses for preparing deed and cost of making pcrmanent sign board are
-capital expenses and so they are inadmiss:hle expenses. .
5 Tnterest on Debenture in case of Partnership firm is exempted upto Tk. 20,000.
-+ (Finance Act-2002) .. L !
‘6. Itis assumed that the house is used for business purpose for which rent is paid to the
partner and so it is admissible expense. .- - i - ‘
Iustration-6: =~ : :

The Partnership Firm consisting of A, B and C submitted return showing net income

of Tk. 1,70,000 for the assessment year 2005-2006. The shares of all partner were equal
and their Profit and Loss A/C was as follows : _ :

Eint : LI,
Particulars » e Taka - Particulars | __Taka
To Salaries = E 20,000 | By Gross Profit 2,20,000
" Rent and Taxes ' 9,000| " Profit on Sale of Car 10,000
" Interest © 6,000 .-
" Conveyance Expenses - 12,000
"Legal Expenses -~ | . 3,000 |
"Bad Debt L 50000 . L
" Other Gxpenses .. - . 5,000 - ' .
" Net Profit o 1,70,000|
2,30,000 | 2,30,000
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Other Information :

1) Salaries : Included Tk. 500 per month paid to cach partner.

2)  Rent and Taxes : Included Tk. 3,000 paid to the land lord A and Nunicipal Tax
Tk. 1,000 (Paid by the Firm). Moreover, Income Tax on Firm's income 'k, 2.000
charged in the last year was also included in this item.

3)  Interest : Included interest on capital paid 1o each partner The 1.000 and interest on
loan Tk. 5,000 @ [0% given by B to the Firm.

4)  Conveyance Expenses : Included Tk. 10.000 paid to C for visiting abroad and
opening a branch therein.

5) Legal Expenses : Included Fine Tk. 1.000 charged by the Custom Authority for
false declaration.

6)  Bad debt : Included an advance payment of Tk. 1.000 1o the staff (which is
irrecoverable). An embezzled amount of Tk. 2,000, \f’hich was misappropriated by
the cashier-cum-accountant, was also included in this item.

7)  Information relating to the sale of car :

Taka
Original cost of car 20.000
Accumulated Depreciation - 12.000
(Shown in the Accounts)
Written down value as per Accounts 5.000
Depreciation approved by the Tax Authority 8.000
Written down value
dpproved by the Tax Authority 12,000
Sales Value 18,000

8) Personal Income of Partners :

A Tk. 60,000, B Tk. 58,000 and C Tk. 45.000 :

"Determine the Total Income of the Firm and Total Income of the individual Partner

and also compute the tax lubility of the Firm and Partners.

[C. U. B. Com. (Hons) 1978. D. U. B. Com. (Hons) 1982-Slightlv changed. )
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Solution:
A, B & C Firm
Assessment year : 2005-2006
Income year : 2004-2005

Particulars Tk Tk
I. Computation of Business Income of the Firm
Net Profit as per Profit and Loss A/C. 1,70,000
Add : Inadmissible Expenses : '
a) Salaries to the Partners (500 x 12X 3) 18,000
b) Rent and Taxes (Income Tax) 2,000
¢) Interest on Capital (Tk. 1,000 X 3) ' 3,000
d) Interest on B' Loan 500
e) Conveyance Allowance (To C for visiting abroad — as 10,000

capital expenditure) _
f) Legal Expenses (Fines for false declaration) 1,000 34,500
2,04,500

¢) Business Income from sale. of Car : Tk.
Sales value 18,000
Less : Written down value
(Approved by ITA) 12.000
Business Income = 6.000

This is purely business income and there is no capital gain. But i]! P/L A/C the profit
was shown as Tk. 10,000. So Tk. 10,000 — 6.000 = Tk. 4,000 profit was shown in

EXCCSS, »

. Business Income of the Firm Would be :

Tk. 2,04,500-4,000 = Tk. 2,00,500
Computation of Tax Liability of the Firm :  Tk.
On 1st Tk. 1,00,000 = Nil
On Next Tk. 2,00,000 @ 10%

(Here, the rest amount Tk. 1,05,500) 10,550

. Total Tax Liability = 10,550
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2. Computation of Total Income of the Individual Partner :

~Particulars - Total A (Tk) I3 (Tk.) C (Tk)
(Tk.)

Salaries 18,000 6,000 6,000 6,000
Interest on Capital 3.000 1,000 1.000 1,000
Interest on Loan : 500 - 500 —-
Rest of the Divisible
Profit (TI\'.‘QOOSOO—’BISUO) 1,79,000 59,667 59,667 59,666
Share of Business Income 2,00,500 66,667 67.167 66,666
Add : Personal Incone
Property Income 3,000
— Repairs, ctci—l‘ _ 750 2.250 o .
Private Income 1 60,000 58.000 45,000
5 *Peral THEGHIE : 1,2B,917] 1,25,167] 1,111,666

3. Computation of Tax Liability of The Partners :
a) Tax Liability of A = Tk. (1,28,917-1,00,000) x 10% = Tk. 2,892
b) Tax Liability of B = Tk. (1,25,167-1,00,000) x 10% = Tk. 2,517
¢) Tax Liability of  C = Tk. (1,11,666-1,00,000) x 10% = Tk. 1,167
Net Tax Liability = Total Tax — Tax Rebate at average Rate
.-. Net Tax Liability of A =Tk. 2,892 -1,495= Tk. 1,397
B.=Tk 2,817 - 1,351 = Tk 1,167
C=Tk. 1,167 - 696 = Tk. 471
Tax Liability x Relevant Income (Here Income from Firm)

NGB s Tax Rebate al Average Rale = — e
Total Income

Notes :
(1) Municipal Tax paid by the firm has been considered as business expense and hence it

is admissible.

(2) Advance payment to the staff Tk. 1,000 (Which is irrecoverable) is a business loss
and so it 1s admissible.

(3) Embezzlement of cash Tk. 2,000 due to misappropriation of accounts by the cashier
cum-accountant has been considered as business loss with in the office hours. So it is
treated as admissible loss.

. 1 . . 5

(4)  Repairs, etc. zth of the House Rent received by A has been deducted as per Finance
Act-2002.

(5)  All the partners shall have to pay Tax 1,500 each which is minimum tax payable.
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Iustration-7:

Ruma, Rekha & Seema are equal partners of a firm. According to their accounts, after
considering the following income and expenditure, the business house is showing a net
loss of Tk. 6,000 for the year ended 3 1st March, 2005.

Expenditures:

Salary 1 Ruma Tk. 22,000, Rekha Tk. 25,000 and Seema Tk. 28.000.

Interest on Capital 1 Ruma Tk. 6,000, Rekha Tk. 3,000 and Seema Tk. 4,000.

Commission Tk. 7.000, Loss on Sale of Investment Tk. 26,000. Compensation for
avoiding competition Tk. 13,000.

Income -: Tk
Interest-on Drawing (Seema) 800
Interest on less tax commercial security 16,428

Private Income of the partners :
~ Ruma : Income from Property Tk. 72,000

Rekha - Income from Sale of Timber Tk. 35,000 & Interest on Bank Deposit Tk. 3,000

Seema : Income from Business Tk. 26,000.

Compute the Tax Liability of the firm and the partners.

, [C. U. B. Com. (Hons)-1976, Slightly changed. |
Solution :
Income year : 2004-2005
Assessment year : 2005-20006

1. Determination of Tax Liability of the Firm :

Particulars Taka Taka |
Net Loss of the Firm (6,000)
Add : Inadmissibic Expenses :
a) Salary to the Partners % 75,000
(Tk. 22,000 + 25,000 + 28,000)
b) Interest'on Capital 13,000
(Tk. 6,000 + 3,000 + 4,000)
¢) Loss on Sale of Investment 26,000
d) Compensation for avoiding Competition 13,000 1,27.000
Income 1,21,000
Less @ Non-business Income :
Interest on Drawing 800
Interest on Less-tax Commerciai Security 16,428 17,228
Business Income 1,03,772
Computation of Total Income of The Firm :
a) Business Income ' 1,03,772
b) Interest on Drawing , S00
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<) Interest on Less tax Commercial seeurity

164428

s 1A —Ph X 10
Gross Tk. 75

Net 1k,

Tolal Income

21.904

1.26.476

Tax Liability: (On Taxable Incone) J 2048
Tk. (1.26.470 - 1.00.000) x (05 = Tk, 26476 ¥ 10% ! |
. Total Tax Liability | 2.648
2. Determination of Tax Liabilities of the Partners :
) Allocation of Income Among the Partners
Particulars Total Ruma Rekha Seemau
! Tk, Tk. Tk, Tk.
Salarics 75.000 22.000 25.000 28.000
Iiereston C dpiml ; [3.000 6,000 3,000 4,000
Interest on Dr awing (800) — — (800
Rest of [hL Business Income 16.572 5524 3,524 534
[ Tk 1.03,.772-(8%.000— —800)]
7y Lu.\lrms Income L3772 33.524 33,524 36,724
by Interest on Security 21.904 73011 5301 #.302
[ncome from the Firm 1.25.676 40.823 40,825 -i4.026

b1_Computation of Total Income of The Partners :
-

Particulars

&) Income from the Firm (Less Tax)

fr. 9,
.

Persens! fncon I 7

Inconu. from Property (Net)
Sale of Timber

Interest on Bank Deposit
Business Income

Total Taxuble Income

C) Computation of Tax Liability :
100060 §

i) Ruma : Th L 12825

i) Rekha & Seemay -

tess than that of minimum taxable mcome limit of Tk,

(iif) Ruma will get rebate on frim's income at aver
they will pay Tk,

payable 1s Tk, 1.300,

1)

They donot require 10 p AV Lan because
00000,

1,500 as Tax.

Rumu Tk, Rekha Tk, Seema Tk,
40,825 40.825 44 026
12.000 — =

= 35,000 =

— 3,000 . s

— — 2.1.000

1.12.825 78.8253 GE.026
% =Tk 19y SEE X HIE, =9 1 vww

eI total iI]L‘UiIlL‘ IN

age tax rate. But as minimum tax
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gwen below :

= :"- -;'i gm‘iﬁl,;f"' ‘
Loss on Sale of Investment and Cornpensation for. avmdmg the Compentmn are

inadmissible. . i :
Income from Sale of Timber is assumed to be net flgure and consldered under
Aﬁuculmml Income. o e n et -”-;__-,

5
Inconu flOlTl Property is assumed to be net flULlie and hencc R€pdllb etc 4th has not

e

been deducted B s ssemge 8 s T R —'

- Income from Interest on Less tax Commermal ,Scc;}{ggy has been glossed up assuming
~ that a 25% tax has been deducted thCLCOIl at §0 gceh

computed

X and Y are equa] p”trtners in a partneismp firm whose Plofu and Loss Account is

[

Prof:t and Loss Account
tor the year ended 30th June, 2005

Dr. Cr.
" - Particulars Tk i Particulars - | - Tk. |
Salaries and Allowances 18,000 Gross Profit ‘ 7 1,58,500
Sundry expenses 6,400 Interest on BankDepos&t e T 2800
Rent and Rdtes o 12,000 Profit on Sale of Investment .| =~ 6,000
D:préc_ié’tibn Reserve - 2,000 i s S s B W

Bad Debt f 1,900 | ‘

Reserve for doubtful debt - 2,100

Sales Tax _ | 1,200

Advertising ' 1,400

Subscription and Charity - 1,300

Interest on Capital : sre, e o

B 11,600 ; _

Y | | 1,600 ‘
Commission to X ' - 3,000 ‘

Loss on sale of car ‘ duOpf| =1 e BT S

Net Profit (1,10,500) SRR e S e e

X ‘ 55,250 |t v et o

Y 55,250] -7 A1

o 1,67,000 o B 1,67,000
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Notes :
a4)  Sundry expenses include TR 200 IJcing legal charge Tora new Partceship Deed.
b)  Advertising cost represents Tk, 700 being cost ol permanent signbes el ane TR S0¢
huno cost of inserlion on news puper.
¢)  Subscription and Charity include :
i) Tk. 200 Subscription to a Trade Association.
ii)  Tk. 800 donation to an Educational Institution.
i), Tk. 200 to Zakat Fund.
dy  The Motor Car is used entirely for private purpose of the partners.
¢)  The amount of depreciation is Tk, 2,000. »
) . Partners have the lollowing other income :

- Particulars of Income X : Taka Y Taka
Interest from Govt. less tax securities - 5.000
Dividend form Company b _ _ 4,000 -
Rent from property f - — 9,000 .
Agricultural income Co ' 67,600 -
Income from private busmu,s . o B 16,000
Winning from lottery ; ' 6,000

g) M X purchascd shares worth Tk 5 000 during the year.
Compule tax to be pald by the firm and taxable income of partners.
' ' (ICMA-July Exiun. 1984;

Solution: e -
(This Problem has been aolvcd accondmg to Fmance Act—2004 as assessme ! year is

2004-2005) -

(A) Computatlon of Imome from Buqmess :
.. Assessment year : 2005-2006 ThS B

G Lo

S “;,Income year : 2004 2005 = Ff 0 e f
GO E e § enueesnd . Phfticulars” e § 17 ' : : Tk. s o Tleds |
Net proﬁt as pcl Pand L; ,A/Cm i TINE 2,10,500
Add Tnadmissible Expense% b - ‘ -
Dep. Resewe - E ! 2,000
Reserve for Bad Debts : | 2,100
Int. on Capital (X-1,600, Y-1 600) 3.200

Commission. to X P o
Prelmunary cxpsTPartnersth
‘ "'Cost“ o G an“é'h'f §1gnboa:d :
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Zakat Fund 200 6,200
P 26y 700)
Less s Aliowable expenses :
Deprectation | 2000
By T g
ss s Non Busiess Inconie
Int.on Bank Deposit JAO i
Sale of Investment 6.000) 830
Total Income from Business | . L6, 21K)
Add : Non-Business Income :
Int. on Bank Deposit 2.500
Sale of Investment 6.000 8.500
- Total Income of the firm : 1.24.700
Tax Liability :
on First Tk, 1.00.000 Nil
" Next Tk, 24.700 @ 10% 2470 270
(B) Distribution of Income among Partners :
Puarticulars Totul X ¥
L Taka Tuky Taka
[ncome [rom Business ; !
(a) Interest on Capital 3.200 1.600 P00t
() Commnission to X 3.000 3.000
{¢) Rest of the income distributed 1.18.300 S50 S9CSH
[.24.700 63.850) HO).830
(C) Computation gf Total Taxable Income of Partners :
Pirticulars Total X b
1. Income from Securities 5.000
Less exampted up to 5.000
2. Income from House Property 9.000
e _
Less @ repair ( 4-1— of A. V.) sl 0.730
3. Income from Agriculture (assumed net) 67.600
-+ () Income from business 16.000
(h) Income from firm 63.850 6,830
5. Income from Other Sources :
() Dividend income 4,000
(b) Winning from lottery 6.000
Total Income subject o tax 141450 83.600
Tax eredit investment (Purchase of shares) 5.000

Note: Y will not pay tax as his income does not exceed minimum taxable limit ol Tk.

1,00,000.
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20.7: Change in the Constitution of Firm
The constitution of a Partnership Firm will be changed in the following
CIrCUIMsLnees: '
a) Death of a Partner;
b) Retirement of a Partner:
5 Admission of a Pariner:
d) Departure of all old Partners:
¢) Formation of a New Firm with all New Partners.

According to Income Tax Ordinance 1984, if there is any change in the constitution of
a Firm due to any of the above reasons. the new firm with the changed Constitution would
be imposed tax i. e. the firm with the ch anged constitution would pay tax. In the Judgement
of a case in the Dh tka High Court (C. I, T. Vs, Messers East Bengal Agencies), it has been
stated that in any previous year (i. e. accounting year) il there is any change in the
L()]]\[llllll()ﬂi\)l a firm then both the firms would be taxed separately 1.e. the existing firm
with the old’constitution and the new firm with the changed constitution would be imposed
tux separately. Because the firm before the change of constitution and the {irm alter the
change of constitution are not the same firn. However, the profit of the firm. undoubtedly.
would be ullocated among the partners who were in the partnership during the previous
year. The partners are to pay tax on the actual share of profit received from the (irm during
the previous year. '

[t 15 noted here that at present there is no difference between registered firm and
unregistered firm. As a result. there would be no differentiation of the amount ol
payable due to change of the constitution. In both cases. sume rates of taxes would h‘
apphcable like individual assessee. The profit of the firm is to be allocaied aceording o
profit sharing rativ winong the purtners 10 determine the totul income ol the existing or
disassociated partners, The partners will have to pay tax on their share of profit of the firm
if the total income of the firm does not exceed the minimum taxable income limit of Tk.
75,000. If old or disassociated partners fail to pay tax, then that amount of 1ax would be
collected from the firm.

On the contrary. according to the aforesaid rules. if there is any change in the
constitution of a firm then the total income of th firm during the previous vear is oy by
determined and such total mcome is 1o be o M ated among the wll partiners as pet 1he R
sharing o, Bach partner is to pay tax on tieir indin iduad share o] protitand 1 any partine

Lails to pay tax. in that case such burden of tx is 10 be horne by the firm itself,
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20.8: Inheritance of Partnership ‘Firm ,
_ Inheritance means the transfer of proprietorship. Any successor of the firm possesses
(he total proprietorship of his/her predecessor. It is stated in the Ordinance’ that the
successor and the partner have to pay tax_on their share of profit received from the firm
during the income year in the same way. Therefore; the income of the firm for the relevant
previous year is 10 be apportioned between the predecessor and the successor according 1o
their allocation ratio and both of them have to pay tax on the basis of their total income. But
exception of this rule is observed in the following cases : '
a) If predecessor is.not available, i, e, if it is not possible to find out the predecessor;
BYieelf prcdccessor fails to pay. tax, FeCi ,if_;i't is not possible to collect tax from the
predecessor. e E e : : i1h; iy
In the above circumstances, the successor would be responsible for the payment of
taxes. ik % A ‘
(Questlons
| What is meant by partnership under. Income tax law? What steps are followed to
determing tax liability of a firm? State them in bricf.

2. Iixplain the provisions of Income Tax regarding the following :

a) Granting registration.. « :

b) Rencwal of registration.

) (f{inccllnaion of registration. : : _

d) Refusal to registration. B b G R Com. (Hons:), 1977, 1988]
4, Under what circumstances changes in the constitution of a {irm occur? State how

such’change affect a firm and its partners. - . :
4. Txplain the basis and steps.in determining tax of ‘a firm. State the provisions
regarding set off and carry forward of losses in partnership business.
5 a) Discuss the situations of changing in the constitution of a firm.
b) State the provisions for determining tax in case of changing in the constitution of a
firm. A : ;
¢) How may tax be determined if a-partnership firm is enclosed? -
o 5 [N. U. B. Com. (Hons.), 1999]
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' [__Exerciscsg__j

Chandra, Surya and Tara are the partacrs of a firm. They share profit and losw
cqually. The Profit and Loss Account for the vear ended 30th June,

as follows

2003 of thetr Firm wos

Particulars Tuka Particulars _Tuka
Salaries [,00,000| Gross Profit 3,00,000
Rent and Taxes 15,0001 Income from Security ReR¥S:6,
Legal Expenscs 3.000| Profit from Speculation 30.000
Bad debt 5.000 | business
Commniission 12.000
Sundry Expenses 2,000
Net Profit 1,63,000
3,40.000 3,40,000
The investigation disclosed the following information : @

a) Salaries included the payment of salaries @ Tk. 2000 p. m. to each partner.

b) House Rent paid to Chandra Tk. 3000 as the owner of the house used for business
purpose and income tax paid for the previous year Tk. 4000 werce included in Rent and
Tuxes. : :
¢) Fines for providing wrong information to the Custom Authority Tk. 2000 wus
mcluded in Fegal Expenses.

d) Bad debt included an advance payment of Tk. 2000 to the ciployees which wis
irrecoverable. ,

~ Determine the Total Income of the Firm and Taxable Income of the Partners .
" [C. U. B. Com. (Hons), 1978 Moditicd|
Sl

Rashid, Mamun and Khalid are cqua] partners'of a firm. In the year 2004 (January to
_ December) them fum mcurreg a net loss of Tk ’%3 000 The prlvatc 1ncome of [he partners
during that yéar' wére as follows s~ M, e b

’ ,'j“RashId Busmess, Income Tk 47,000 & Dmdund ReceWed Tk 12 O()O
Mamun "Business Income Tk. 1,05 000 and Prize of Lol[ary Tk. 5,000
Khalid : Income from House Property Tk. 96000 and Salarv Incomc Tk. 48000
How much tax would each partner pay?
[ C. U B Com. (I Tons. ) 1974 Shﬂhtly changed. |

e Js,f 1

%Q;sf"{-‘,::_\ . -2- :
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Ex.-38
A, B & C share profit & losses in the ratio of 2 : 22 1 ol a lrm. You are given the
following Profit & Loss Account of the firm for the yeur ended 31st Dec., 2004
Profit and Loss Account

L eI (r.
Prarmiculars Taka  Paiticuiad kil
Inteizst en Capital Ciross Profu 2 -t
A 16.000 Fncome T Honse 8.0
B [ 2.000) 28.000 | Property
Rent and Taxes 22100 Interest received trom Tux- 3.500
General Expenses 12,000 free Govt. Security
Loss on Sale of Machine 1,800 | Dividend Income I 5.060
Interest on A's [Loan 3,500
Salary to C 13,600
Rent paid to C 14.800
Cemmission paid o B 14.000
Charity 3.000
Net Profit L57.200 ]
2.70.000 2.70.000
Private Income of the Partners were ;
A Income Trom Salary Th 4000
B : Income from Property Tk. 38,000 (New)
C : Income from Business Tk. 20.000

Determine the Tax Liabilities of the FFirm and the Pairtners assuming that the firm is
unregistered.

! [R. 1. B Com. (Hons.). 1979 Slightly changed.]
[ox.-4:

Alpha. Beta and Gama started a Partnership Firm with capital of Tk, 10.0000, Tk.
60000 and Tk. 40000 respectively. They decided to share profit and losses at 50%, 30
and 20% respectively. All the partners would get 10% interest on Capital. Beta would get o
monthly Salary of Tk. 3,300 and Gama would get a monthiy House Rent of TK. 4.000.
They were agreed vervally about the above matiers. At the end of the year 30th June, 2004
after churging interest on capital, House rent, Salary and the following expenses their
Partershiip Firm earned a net profit of Tk, 2.00.000 :
ay  Installation churges of AC Machine TK. 4,000
h)y  Medical charges of a partner Tk, 10,000 while visiting at abroad for business purpose:
Fines for over invoicing and breaking the Custom Rules Tk. 8.000,

Determine the Total Income of The FFirm and show the allocation of Income of the
FFirm among the Partners. [C. AL (Inter). 1973, Slightly changed]

&



Ex.-5:
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A. B and C arc partners ol a firm. They share profit and loss equally. From h
following statement ol account determine otal income of the firm and partners justilyin.

the exclusions and additions :
DE.

)

Particulars

Tk.

Particulars

Tk

Opening Stock on July 1.
2004
Purchases

Gross profit carried down

90.000

1. 10.000

| 40.000

3.40.000

Publicity expenscs

6.000

Stles

Closing Stock on June 30,
2003

Gross profit
brovght down

2.80.001)

60,000

2400000

1 .10.000

‘Salaries : Tk.
(1) Estublishment 12.000 }
(h) Partners A 2,000
13 2.000
C  3.000 20.000
Rent pand to the mother of B 3.000
Reserve tor taxes 5.000
Speculation loss 7.000
Charity 2.000
Contribution to Chumbers of 3.000
Commerce
Miscellaneous expenses 1.000
Net Profit A+ Tk..31,000
BTk, 31.000
C Tk, 31.000 93.000
1.40.000 1.40.000

.

Partner's other incomes are :
A- Gross rent of bungalow let out Tk. 86.000 und Bank interest Tk, 13.000.

B- Interest on Savings Bank Account Tk, [2.500 kept in a scheduled bank and
agricutural inceme Tk 60.000.
- Income fram specutaiion Tk 43000 and rent from let-om property Th, S.Gin

per month



atio ;)f v 2 1, They gave ddl‘mSSIOI‘I to Rubel as a new paltner as on Ist,March 2004 anf{

y Sagar retired from the firm on the same day. Subsequently, they ao:ecd {o share proﬂt and

)

~losses equally. The Profit and Loss A/c for the year ended 30th June, 2005 was as follows:

“Dir. L.
- Particulars Tk. Particulars Tk.
Salaries 32,0001 Gross Profit 2.80,000
House Rent 18,000 Interest on Govt. Security 6,000
| Sundry Expenses 14,000| | -

Beddebt . 15,000
chal Expenses 12,000 ‘
Depreciation - 23,000
Net Profit 2,02000

2,886,000 2.86,000

Private Income ;

Investigation disclosed the following :

a) Salaries included a Salary of Tk. 1,000 p. m. paid to Sagar.
~ b) Legal Expenses included preparation expenses of constitution of the firm Tk. 4,000

¢) Bad debt included an embezzlement of cash Tk. 4,000 by a stranger.

d) Interest on sceurity was received half yearly i.
. year.

Sagar Tk. 25.000

: Tagar Tk. 18,300
Determine the tax liabilities of the firm and the partners.

i
Ex -7

¢.. 30th June and 31st Dec., of cach

_ Alo and Shikha are equal partners of a firm. The Profit and Loss A/C for the year
ended 30th June, 2005 was as lollows :

Dr. G
Particulars Tk Particulars . Tk.
Gencral Expenses 24,000 Gross Profit 2,80,000
Life Assurance Premium : Sale of Car - 25,000
Alo 2,500 (Purchase Price Tk. 23000)

Shikha 2.000 4,500 Profit on Sale of Machineries 10,000
Rent and Taxes 22500 Income Tfrom House 4,000
Conveyence Expenses 13,000 | Property (Net)
House Rent : Alo 22.000| Bank Interest 11,000
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Legal Exps. for Income tax 2.700
Return
Municipal Tax 800
Salaries : Alo 13,500
Depreciation Provision 2.000
Charity 1o Recognised 2.5040
Concern
Net Profit 222500
3,30,000 3,30,000
Notes :
1) Rent and Taxes included House Rent of Tk. 4,000 paid for residential purpose for the
Son-in law of Alo. ®
2)  General Expenses included Tk. 2.000 as subscription paid to the Chamber of
Commerce. ’
3)  Private Income of the Partners :
Alo : Dividend Tk. 34,000
Interest on Tux-free Govt. Security Tk.  3.000
Shikha : Interest on Post Office Savings A/C Tk, 2,500
Income from House Property (Gross) Tk. 2,400
Interest on deposit in Co-operative Bank Tk. 6.000

Determine the Tax Liabilities of the Firm and the Partners.
Ex.-8:

A, B & C are equal partners of a Firm. Their Profit & Loss A/c for the year ended
30th June, 2005 %vas as follows :

Dr. ' £,
Particulars Tk. Particulars Tk.
To Salaries 50,000 | By Gross Profit 3,00,000
" Rent and Taxes 19.000( " Profit on Sale of Car 20,000
" Interest . 16.000
" Conveyvence Expenses 12,000
" Legal Expenses 3,000
" Bad Debt 5,000
" Municipal Tax : 2,000
" Trade Expenses 3,000
" Nel Profit 2.00,000
3.20,000 3,20.000
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Other Information :

1) Salaries included monthly salary of each partner Tk. 500.

2)  Rentand Taxes included Tk. 2,000 paid to A for House Rent.

3) Interest included interest on Capital to each partner Tk. 2,000 and interest on loan
from C Tk. 2,500.

4)  Conveyance expenses included Tk. 10,000 paid to B for omn111g a branch in foreign
country.

5)  Legal expenses included a fine of Tk. 2,000 paid to the Custom Authority for fulse

- declaration. ,

6)  Bad debt included Tk. 3.000 paid to the empioyees in advance and Tk.

.. embezzled by cashier-cum Accountant.

7)  Information Relating to Sale of Car: Tk.

1.000

% Original Cost 20,000
DLPILL]JUOI% As per Accounts 12,000
Depmcmtmn approved by the Incometax Au[homy 8.000
Salu, Value 18.000
8) Private Income of the Partners were : Tk.
A . Interest on Commercial Security 9,000
Income from House Property 60.000

B : Agricultureal Income 48.000
' Income from other Sources 20,000
B Professional Income 75.000
Dividend Income 12,000

Determine the Total Income and Tax Liabilities of the Firm and the Partners.
[ D. U. B. Com. (Hons.), 1982--NMaodified]
Ex.-9:
A, B & C are equal partners of a Firm. The Profit & Loss A/C for the year ended
30th June, 2005 was as follows :

Dr, Cr.
Particulars Tk. Particulars Tk.

General Expenses 34.000| Gross Profit 3.70.000

Salaries : A 28,000 Income form Prope 40.000

Commission : B 15.000] Int. on Tax-fre GO\‘[. 12.000
Security

Interest on Loan: C 6.000|Int. on Taxable Govt. 7.000
Security

Interest on Capital : Dividend from the shares of 20,000
Public Ltd. Co.




A 3000 Interest on Debenture
B 3000 Profii eon Sales &f
C 2000 8,000 | Investment
Bad Debt 5.000 | Bank Interest
Charity 4,000 | Interest on Drawings :
Advertisement [3.000 A 500
Income Tax Provision 4,000 B 500
¢ _400
Life Assurance Premium : 5.000 [ Sundry Income
A 2,000
B 2,000
C _1.000
Fines (Breaking of Custom 5,000
Rules)
Travelling Expenses 12,000
Loss on Sale of Machine 4,000
Sundry Expenses 3,000
Net Profit 3,34,000
4,80.000

Assessment of Partnership-321

15,000
10.000

4,500

1,400
100

4,80.000

Other Information

I.  Advertisement included the cost of making a permanent sign board Tk. 4,000.
2. General Expenses included the formation expenses of Partnership Deed Tk. 2.500
and Salaries to the Staff Tk. 12,000.

Dok

Travelling Expenr?es included Tk. 8,000 incurred for opening a new branch.
Bad Debt included Tk. 3,000 embezzled by the cashier.
Personal Income of the Partners were :

A : Professional Income Tk. 3,000, House Property Income Tk. 25,000, Dividend

Income Tk. 25,000.

B : Salary Income Tk. 6,000, Agricultural Income Tk. 40.000, Interest on Bank

Deposit Tk. 5,000

C : Income from Business Tk. 3.000, Other Sources Tk. 10.000, Less—Tax
Commercial Security, Interest Tk. 5,000 and Interest on Post Office Savings A/C Tk,

10,000,

Determine the Total Income and Tax Liabilities of the Firm and the Partners.
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Ex.«10;

AL B & Cuare equal pactners of a Firm, Their Profit and Loss A/C for th s veur ended
30th June. 2003 was as lollows :
Dr. 8

Yarticulars Taka Particulars Taka
To Sularics 40.000| By Gross Profit 4.40.000
" Rent & Taxes 30000 " Income form Security 20,000
" Legal Expensea © O 10.000| " Profit from speculiation 6O.O00
" Bad Debt 10.000 business
T Commission 24,0001 7 Sundry Inconiwe 8000
" Sundry Expenses 8,000
" Net Profit 4.06,000
5.28.000 5.28.000

Investigation disclosed the following infmfmzlti()n

O Salaries included monthly salary of each partner Tk. 2.000.

by Rent and Taxes included Tk. 6.000 paid to A as House Rent und Tk, 8.000 puaid {or
Income tax of previous year.

¢)  Legal Expenses included @ fine by the Custom Authority Tk, 4000 for folse
dechuration.

Yy Bad debt inceluded an irrecoverable advance puayment (o the employvees Tl 2.000.

¢} Net Wealth of AL B & C as on 30th June, 2.002 were TK. 10 lakh, Tk, 15 lakb and
Tk, 18 lukh respectivelv.
Determine the Tax Liabilities of the Partners.

[C. L, B, Com. (Hons. ) 1999




