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QUESTION 1 (4 Marks) 
Mr Hardik (age 45 years) is appointed as senior executive officer in Sky India Limited, Mumbai on 01.02.2019 in 
the scale of 35,000-3,500-65,000.  He is paid dearness allowance @ 40% of salary forming part of retirement 
benefits.  He is given rent free unfurnished accommodation on 01.05.2019 which he occupied only from 01.10.2019.  
The company pays lease rent of Rs 5,000 p.m.  He has been provided a car of 2000cc capacity which is used by him 
for private purposes only.  The actual cost of the car is Rs 8,00,000.  The monthly expenditure of car is Rs 5,000, 
which is fully met by the employer.  
 
He pays lumpsum premium of Rs 1,50,000 towards health insurance for self and his wife for 48 months on 
01.10.2019 by account payee cheque.  He also contributes Rs 1,50,000 towards PPF.  
 
In the light of above facts, you are required to answer the following:  
 
Part (i) (2 Marks):  Value of rent-free accommodation chargeable to tax in the hands of Mr Hardik would be:  
a) Rs 44,835 
b) Rs 44,100 
c) Rs 45,570  
d) Rs 30,000  
 
Part (ii) (1 Mark):  Mr Hardik would be eligible for deduction in respect of health insurance premium paid during 
PY 2019-20 for:  
a) Rs 30,000  
b) Rs 18,750  
c) Rs 25,000  
d) Rs 37,500  
 
Part (iii) (1 Mark):  Perquisite value of car chargeable to tax in the hands of Mr Hardik would be: 
a) Rs 28,800  
b) Rs 21,600  
c) Rs 60,000  
d) Rs 1,40,000 

 

QUESTION 2 (2 Marks) 
Mr Jagat is an employee in accounts department of Bharat Ltd, a cellular company operating in the regions of 
eastern India.  It is engaged in manufacturing of cellular devices.  During FY 2019-20, following transactions were 
undertaken by Mr Jagat:   
(i) He attended a seminar on “Perquisite Valuation”. Seminar fees of Rs 12,500 was paid by Bharat Ltd.   
(ii) Tuition fees of Rs 25,000 of Mr Himanshu (son of Mr Jagat) was reimbursed by Bharat Ltd.  
(iii) Ms Sapna (daughter of Mr Jagat) studies in DPS Public School (owned and maintained by Bharat Ltd). Tuition 

fees paid for Ms Sapna was Rs 750 per month.  Cost of education in similar institution is Rs 5,250 per month.   
Compute the amount which is chargeable to tax u/h “Salaries” in hands of Mr Jagat for AY 2020-21.  
a) Rs 25,000 
b) Rs 37,500  
c) Rs 67,000  

TEST 10 – SALARY 

➢ Total Marks: 30 Marks;  Duration: 60 Mins (1 Hour) 
 
➢ Wherever necessary, suitable assumptions may be made and disclosed by way of note.  
 
➢ Working notes should form part of the respective answers. 
 
➢ All questions relate to Assessment Year 2020-21, unless stated otherwise in the question. 
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d) Rs 76,000 

 

QUESTION 3 (1 Mark) 
Which of the following incomes are fully exempt incomes as per the provisions of Income Tax Act, 1961?  
(i) Allowance paid by Government to a citizen of India for rendering services outside India  
(ii) Death-cum-retirement gratuity received by a government employee  
(iii) Any sum received under a life insurance policy taken on 01.05.2016, if the premium payable for any of the 

years exceeds 10% of the actual capital sum assured. 
(iv) Any payment from National Pension System Trust to an employee on account of closure of his NPS account.  

 
a) (i), (ii), (iii), (iv)  
b) (i) & (ii)  
c) (i), (ii) & (iv)  
d) (ii) & (iv)  

 

QUESTION 4 (1 Mark) 
Mr Ramesh, a citizen of India, is employed in the Indian embassy in the Australia.  He is a non-resident for  
AY 2020-21.  He received salary and allowances in the Australia from the Government of India for the year 
ended 31.03.2020 for services rendered by him in the Australia.  In addition, he was allowed perquisites by the 
Government.  Which of the following statements are correct? 
a) Salary, allowances and perquisites received outside India are not taxable in the hands of Mr Ramesh, since he 

is non-resident. 
b) Salary, allowances and perquisites received outside India by Mr Ramesh are taxable in India since they are 

deemed to accrue or arise in India. 
c) Salary received by Mr Ramesh is taxable in India but allowances and perquisites are exempt. 
d) Salary received by Mr Ramesh is exempt in India but allowances and perquisites are taxable. 

 

QUESTION 5 (1 Mark) 
Mr Raj, an Indian citizen and a Government employee, left India for the first time on 25.03.2019 on account of 
his transfer to High Commission in Singapore.  During PY 2019-20, he visited India only for ten days on occasion 
of his sister’s marriage.  During PY 2019-20, his income composition includes salary, foreign allowances, rent from 
property in Singapore and interest earned from fixed deposits maintained with SBI.  His taxable income for  
PY 2019-20 will include: 
a) All of them, since Mr Raj is a resident in India, hence his global income will be taxable. 
b) Only interest earned from fixed deposits maintained in India. 
c) No income shall be taxable since Mr Raj is a non-resident in India for PY 2019-20. 
d) Salary and interest income of fixed deposits with SBI. 

 

QUESTION 6 (1 Mark) 
Provision of RFA and motor car owned by Beta Ltd to its employee Mr Anand, where motor car is allowed to be 
used by Mr Anand both for official and personal purposes, is a: 
a) Perquisite taxable in case of all employees. 
b) Perquisite taxable only in case of specified employees. 
c) Perquisite of RFA is taxable in case of all employees whereas perquisite of motor car is taxable only in case of 

specified employees. 
d) Perquisite of RFA is taxable only in case of specified employees whereas perquisite of motor car is taxable in 

case of all employees. 

 

QUESTION 7 (1 Mark) 
X is an employee of Z Ltd who receives Rs 1,25,000 as gratuity (he is covered under the Payment of Gratuity Act, 
1972).  He retires on 31.01.2020 after service of 29 years and 8 months.  At the time of retirement, X drew 
monthly salary of Rs 5,200 and monthly bonus of Rs 2,000.  Compute the amount of gratuity exempt from tax u/s 
10(10) of the Income Tax Act, 1961.  
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a) Rs 90,000  
b) Rs 1,25,000  
c) Rs 78,000  
d) Rs 87,000  

 

QUESTION 8 (1 Mark) 
Miss Riya has started working in a reputed company.  This is her first job.  She earned total income of Rs 8 lakhs 
in PY 2019-20.  While filing her return of income, she had a doubt with respect to deduction of transport 
allowance.  Her father advised her that she cannot claim deduction of transport allowance while her friend told 
that maximum deduction of Rs 1,600 p.m. in respect of the said allowance can be claimed. According to you, what 
is the correct treatment for the same?  
a) Transport allowance upto a maximum Rs 1,600 per month can be claimed.  
b) Transport allowance upto a maximum Rs 800 per month can be claimed.  
c) No separate deduction for transport allowance is allowed.  However, a standard deduction of Rs 50,000 is 

allowed to salaried assessees.  
d) Deduction of transport allowance is allowed without any monetary limit.   

 

QUESTION 9 (Old Course Nov 2018 Exam - 5 Marks) 
Ms Nandini, a resident individual, aged 48 years, is an assistant manager of Dye Hard Ltd.  She was appointed on 
1st June 2017 at a salary of Rs 32,000 per month.  During PY 2019-20, she received the following amounts from 
her employer: 

 
(i) Dearness allowance (10% of basic pay which forms part of salary for retirement benefits) 
 
(ii) Bonus for PY 2018-19 amounting to Rs 32,000 was received on 1st October 2019.  
 
(iii) Fixed medical allowance of Rs 20,000 for meeting medical expenditure. 
 
(iv) She was also reimbursed the medical bill of her father-in-law dependent on her amounting to Rs 

3,000. 
 
(v) She was provided a laptop both for official and personal use.  Laptop was acquired by the company on 

1st June 2017 at Rs 15,000. 
 
(vi) She was provided a domestic servant at a monthly salary of Rs 1,000 which was reimbursed by her 

employer. 
 
(vii) Dye Hard Ltd allotted 500 equity shares in the month of December 2019 @ Rs 150 per share against 

the fair market value of Rs 250 per share on the date of exercise of option by Ms Nandini.  The fair 
market value was computed in accordance with the method prescribed under the Act. 

 
(viii) Professional tax Rs 2,500 (out of which Rs 1,800 was paid by the employer). 

 
Compute the total income of Ms Nandini for AY 2020-21.  (Assume that Ms Nandini pays tax on receipt basis). 

 

QUESTION 10 (New Course Nov 2018 Exam - 6 Marks) 
Mr Janakaraj, employed as General Manager in Rajus Refractories Pvt Ltd, furnishes you the under-mentioned 
information for the year ended 31-03-2020.  Compute the taxable salary of Mr Janakaraj for AY 2020-21. 

 
(i) Basic salary upto 30-11-2019 - Rs 70,000 p.m.  Basic salary from 01-12-2019 - Rs 80,000 p.m. 

(Note: Salary is due and paid on the last day of every month) 
 
(ii) Dearness allowance @ 50% of basic salary (not forming part of salary for retirement benefits). 
 
(iii) Bonus equal to one month salary.  This was paid in November 2019 on basic salary plus dearness allowance 

applicable for that month.  
 
(iv) Contribution of employer to recognized provident fund account of the employee @ 18% of basic salary, 

employee also contributing an equivalent amount. 
 
(v) Profession tax paid Rs 6,000 of which Rs 3,000 was paid by the employer. 
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(vi) Facility of laptop was provided to Janakaraj for both official and personal use.  Cost of laptop Rs 65,000 and 
was purchased by the company on 11-10-2019. 

 
(vii) Leave travel concession given to Janakaraj, his wife and three children (one daughter aged 6 & twin sons 

aged 4).  Cost of air tickets (economy class) reimbursed by the employer Rs 20,000 for adults and lumpsum 
of Rs 25,000 for three children.  Janakaraj is eligible for availing exemption this year to the extent it is 
permissible under the Income Tax Act, 1961. 

 

QUESTION 11 (Old Course Nov 2019 Exam – 7 Marks) 

Mr Swaraj has provided the following particulars for the year ended 31-03-2020: 
 

a) He retired on 31-12-2019 at the age of 58, after putting in 25 years and 9 months of service, from a private 
company at Delhi. 

 
b) He was paid a salary of Rs 25,000 p.m. and house rent allowance of Rs 6,000 p.m.  He paid rent of Rs 6,500 p.m. 

during his tenure of service. 
 
c) On retirement, he was paid a gratuity of Rs 3,50,000.  He was covered by the payment of Gratuity Act, 1972.  

He had not received any other gratuity at any point of time earlier, other than this gratuity. 
 
d) He had accumulated leave of 15 days per annum during the period of his service; this was encashed by him at 

the time of his retirement. A sum of Rs 3,15,000 was received by him in this regard.  Employer allowed 30 days 
leave per annum. 

 
e) The company presented him with a gift voucher of Rs 5,000 on his retirement.  His colleagues also gifted him a 

mobile phone worth Rs 50,000 from their own contribution. 
 

You are requested to compute his income from salary for AY 2020-21. 


