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Instructions:
1. Figures to the right indicate marks.

2. There are five questions in the question paper.
3. Answer any three of the following questions.
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ENGLISH VERSION

Write notes on following. (14)
1. Corporate Tax In India.
2. Tax Avoidance and Tax Evasion.
Explain about Tax Liability and minimum Alternative Tax. (14)
Bharat Ltd. is a widely-held company. It is currently considering a major expansion of its  (14)

production facilities and the following alternatives are available.

Particular Alternative-01 (Rs.) | Alternative-02 (Rs.) | Alternative-03 (Rs.)
Share Capital 4,00,00,000 1,60,00,000 80,00,000
12% Debentures - 1,60,00,000 1,20,00,000
Loan from Bank - 80,00,000 2,00,00,000
(@ 15 Percent)

Expected Rate of Return (before Tax) 20 percent. The Rate of dividend of the
company since 1995 Is not Less than 20 percent and the date of dividend declaration Is June
30 every years.

Calculate decision of capital structure.

XYZ Ltd. is considering the purchase of a new machine costing Rs. 60,000 with an expected  (14)
life of 5 years with salvage value of Rs. 3,000, In Replacement of an old machine purchased

3 years ago for Rs. 30,000 with expected life of 8 years. The present market value of this old
machine Is Rs. 35000. Because of the purchase of new machinery, the annual profits before
depreciation are expected to Increase by Rs. 12000. The relevant depreciation rate for the
machine Is 25 percent on written down value basis and the tax Rate Is 34.608 percent.
Assume the rate of cost of capital (discounting Rate) to be 14 percent. Advise the Company
suitably.

14% Discount factors:

Years:01 0.877, Years:02 0.769, Years:03 0.675, Years:04 0.592, Years:05 0.519
Assumptions:

1. It is assumed that the old machine is sold and the new machine Is purchased at the
beginning of forth year of the purchase of old machine.
2. There is no other asset.
Write notes on the following. (any two) (14)

1. Tax planning and Tax management

2. Rate of Dividend and Dividend tax not deductible
3. Bonus share & Tax planning
4

Decision of make or buy
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