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l Instructions |
" ® Answer five (05) questions including Question no 01. ‘
- % Qucsnon number one (01) is compulsory.
| ™ Calculators arc permitted. |

Question No. 01

Mr. Aruna is a registered Income Tax payer and doing a business of manufacturing leather bags.

The following information was given for his income tax computation for the year of assessment

2021/2022

Business income

31

The Following information has been extracted frorh the financial statements of Aruna’s business

for the year ended 31 March 2022

Revenue

Cost of Sales

Gross Profit

Other income 3,200,000
Selling expenses (1,820,000)

80, G(\))

Administration expenses
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The following additional information also available

+ P

Other income represents the profit obtained from the disposal of the motor lorry use

o
o

transport raw materials and this motor lorry was purchased on 15.06.2019 for Rs. 6,000,000

1(

and depreciated at 25% per annum on straight line basis. This lorry was sold on 31.10.2021.
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policy of the business is to depreciate full in the year of purchase and

3

A, ciation in the vear of sale
depreciation 1n the year of sale.

Administration expenses include the following expenses:

’\L‘«:oumm (L:prs:c;:ias,ion - 1,500,000

Gratuity provision 850,000 -

Salaries 1,200,000

Donation 500,000
Other expenses(tax deductible) 230,000
4,280,000

Selling and Distribution expenses include th

Bad debts write off

Other sales (‘xpww 190,000

- B VQTESO )U’W

Depreciation allowances has been claimed in full in prior periods and hence no depreciation

allowances for tax purposes in this year of assessment.

Gratuity provision was made according to the estimate the valuation officer and Mr.

- 3 ,a\..,« Aririey the vea 4
ctired employee during the year.
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Donation includes Rs. |

ferred to an approved charity, Rs. 100,000 worth of

books to a nearby temple and Rs. 250,000 worth of medicines donated to the General
I $tal -
liQspua},

voccihle to collect monet W . T +h i
Since it was not possibie to collect money from a debtor who arose two years ago, the amount

of Rs. 550,000 was v




Investment Activities

On 01

this land for Rs. 3,000,000 in March 20

January 2022, Mr. Aruna sold a land owned by him for Rs. 8,500,000. He purchased

5 and market value of this land as at 30.09.2017 was

Rs. 6,500,000. He has incurred Rs. 55,000 advertising expenses and Rs. 250,000 as legal

CXPEensces.

Mr. Aruna rented out his old house which is located in Colombo for Rs. 50,000 pe

now he residing in Matara. The Rent.agreement started since 01 September 2021. No repair
expenses claimed during the period. )

Other Information

Required .
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B. Briefly descr
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Mr. Aruna received Rs. 1,

‘ 4. Mr. Aruna paid Rs.

(ii) Calculat

A
p O

1. Mr. Aruna paid Rs. 750,000 as tuition fees for his son who is studying in Australian university.
i/
2. During the year, Mr. Aruna spent Rs. 900,000 for heart surgery done in a private hospital. _

o

250,000 as salary arears form his former employer PS (Pvt) Ltd.

03.2018

which he resigned on 31

125,000 as self-assessment income tax during the yea

alculate the taxable income of Mr. Aruna for the year of assessment 2021/2022.

(18 marks)

e the tax payable by Mr. Aruna for the year of assessment 2021/2022.

Question No.02

State three social functior ['axation

ibe four key features of Tax system in Si I

| tax payer in Sri Lanka. On 01 July 2021 he went to Canada to monitor

I

Indunil is a registered

r 2021. Again, |

his new venture. He came back to Sri Lanka on 15 Novembe

!j“

for a business meeting on 01 January 2022 and came back on 30 April 2(

IS



His taxable business income arising from Sri Lanka for the year of assessment 2021/2022 was

Rs. 9,755,000. Further, during the year he earned Rs. 850,000 from his business in Canada.

]

(Based on USD/LKR conversion rate of Rs

Required:
Determine the total taxable income of Indunil for the year of assessment 2021/2022.

(05 Marks)
(Total 12 Marks)

Question No. 03

A. State three non-cash benefits related to the employment income and state how to dett

B.

7~

1ine the

value of those items when calculating the assessable income

(03 Marks)

State three employment benefits which exempt from tax?
(03 Marks)
Mr. Gamini is working as the Accountant of HM Ltd. a of

Rs.450, 000 per month. In addition to that, he received an annual bonus of Rs. 500,000 on 01
%

Mlarch 2022. Further, he has given a house owned by the Company located in Matara

municipal area and he is residing there with his family. The Company has given a motor car

of 1500 cc engine capacity to Mr. Gamini and he has to bear the fuel cost. {Company does not

pay for fuel)

1, he reimbursed medical bills amounting to Rs. 300,000 from the family

medical cover facility provided by the Company. lity is available for all employees
without any discrimination. During the year, he has obtained a loan from the Company which
does not charge interest on it. If he obtain this loan from a Commercial Bank, the bank would

charge Rs. 150,000 as the interest.

Required:

Compute the assessable income of Mr. Gamini from his employment for the year of

assessment 2021/2022.
(06 Marks)
(Total 12 Marks)
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Question No. 04

A. Briefly describe the Small and Medium Enterprise according to the Inland Revenue Act.?

B. Edu Link (Pvt) Ltd is engaging in providing educational services for s

education. The following items have been extracted from the income statement of the

Turnover

Profit before tax

I'he followi
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Stationery expenses 1,950,060~
Entertainment 2,300,000”

Depreciation 2,450,000 -
Provision for Bonus 8,000.f

Donation * 450 .(

Additional information

1 ac1at10 S 1 A4 - tav OO 1tatinn wae e 2 OX
[. Depreciation allowance computed for tax computation was Rs. 3,950,000

Required:

s 4 aviabla bio T4 sale DY T #d Taw tha sraas i ” + ~1/
Compute the income tax payable by Edu Link (Pvt) Ltd for the year ssessment 2021

Question No. 05

Kumara and Sarath are partners of KS Consultants shar

d losses equally. The

following details extracted from the Financial Statements of KS Consultants for the year ended 31

March 2022.

82}
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Fee Income 18,000,000

Expenses (14,000,000)

ofit before tax 34,000,000

Additional information

=N . 1
1

1. Expenses include Rs 5,500,000 as depreciation and capital allowances calculated for tax

purposes amounted to Rs. 4,200,000.

) ~ O LD
and these

2. Cash donations of Rs. 500,000 was made to an approve
donations were included in the expenses.

3. Other than the above, all other expenses are tax deductible.

4, Apart from this business, Sarath employed

at PQ (Pvt) Ltd as an Accountant and received

[ah

monthly salary of Rs. 300,000. He received an allowance of Rs. 85,000 per month for

accommodation. No APIT deducted during the yehr by his employer.

Required:

(i) Compute the income tax liability of Partnership Business.

(66 marks)

(ii) Compute the taxable income of each partner separately.

Question No. 06

A. State four types of tax assessments.

B. Briefly explain the first step that tax payer can take if he receive an assessment.

1

C. Proper Tax planning by f: vill creates employ:

he country. Briefly explain.

support for t

(04 marks)

cr

D. Briefly explain the term “Tax Evasion™.
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