647510 MCM4acaE0112 Seat No :
M.Com Semester - 4 (CBCS) Examination
April/May-2023 (OLD COURSE)
ADVANCED CORPORATE TAX ACCOUNTING (ELECTIVE)

Time: 2:30 Hours Marks: 70

Instructions:
1. All questions are compulsory.
2. Figures to the right indicate marks.
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April 1, 2021, X Ltd. Commences the operation of a warehousing facility in Gujarat for
storage of agricultural produce. The following information is available from the records of
company. Expenses of April 1, 2021.

Particulars Rs.
Purchase of land for warehouse 50,00,000
Construction cost of warehouse 8,00,000
Purchase of know-how for warehouse 10,00,000
Salary of staff 78,000
These expenses are capitalized on March 31, 2021. The following expenses during 2021-22
Construction cost of warehouse 60,00,000
Purchase of old plant and machinery (from domestic market) 2,00,000
Purchase of old plant and machinery (from Germany) 4,00,000
Purchase of new plant and machinery 9,00,000
Purchase of goodwill 3,50,000
Statement of Profit and Loss for the year 2021-22
Particulars Rs. Particulars Rs.
Depreciation of construction cost of Amount collected
warehouse (5%) 3,40,000 | from persons using
3.50,000 warehouse 78,00,000

Depreciation of machinery (23§ %)
Cost of know-how (Written off) 10,00,000

Other operating expenses 7,51,000
Donation to a political party 59,000
Net profit 53,00,000
78,00,000 78,00,000

Out of other operating expenses a payment of Rs. 40,000 is made in cash. Other operating
expenses are deductible under section 37. Find out the taxable income of X Ltd. for the
assessment year 2022-23 on the assumption that X Ltd. has the following income from other
sources-income from the business of commission agency Rs. 22,15,000 (Computed under the
provisions of the income-tax Act.) and dividend from a foreign company Rs. 60,000, Assume
that depreciation is not available on goodwill.
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OR
(A) Explain minimum alternate Tax with Example.
(B) Rakesh & Co. is a limited liability (date of commencement of business May 1, 2021.)
It owns and operates Retail outlets in different parts of north India during the previous

year 2021-22, It appoints the following persons.
Date of No. of Designation Salary Rs.
Appointment Employees (Per Person)
May 1, 2021 8 Storekeeper 18,000
June 1, 2021 12 Salesman 25,000
July 1, 2021 4 Supervisor 28,000
October 1, 2021 25 Helper 11,000
Total 49

Salary to storekeepers is paid in cash up to December 31, 2021. In other
cases, salary is transferred by use of electronic clearing system through SBI, Noida.
Determine the amount of deduction available under section 80 JJAA for the
assessment year 2022-23 under the following two situations:

Situation:1
Turnover of Rakesh & Company for the Previous year 2021-22 Is Rs. 6 Crore and tax
audit under section 44 AB is applicable.
Situation:2
Turnover of Rakesh & Company for the previous year 2021-22 is Rs. 90 Lakh and tax
audit under section 44 AB is Not Applicable.
India Ltd. Is a widely-held company. It is currently considering a major expansion of its
production facilities and the following alternatives are available.

Particulars Alternative-1 Rs. | Alternative-2 Rs. | Alternative-3 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 (@ 15%) - 80,00,000 2,00,00,000

Expected Rate of Return(Before Tax) 20%. The Rate of dividend of the company
since 1995 is not less than 20% and the date of dividend declaration is June 30 every year.
Calculate decision of Capital Structure.

OR
X purchases 1,000 Equity shares in A Ltd. at the Rate of Rs. 16 per share (Brokerage:1%) on
December 10, 1979. He gets 500 bonus shares on January 10, 1984. Fair market value of
shares of A Ltd. on April 1, 1981 is Rs. 24. On March 13, 2017, He Transfers 1,000 original
shares @ Rs. 81 Rate per Share (Brokerage 1.5%)

In March 15, 2017, he Transfer 500 bonus shares @ Rs.87 per share(Brokerage 1.5%)
find out the amount of capital gains on the assumption the securities transaction Tax is not
applicable. (2016-17 Index Cost 1125)

Ramesh Ltd. is considering the purchase of a new machine costing Rs. 60,000 and expected
life of 5 years with salvage value of Rs. 3,000, in replacement of 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. 35,000. Because of the purchase of new machine, the annual profit before
depreciation are expected to increase by Rs. 12,000. The relevant depreciation Rate for the
machine is 25% on written down value basis and the tax rate 35%.

After the tax, cost of capital (discount rate) 14% from the following discounting rate 14%
Years 1 2 3 4 5
Discount factor (14%) 0.877 |0.769 |0.675 |0.592 | 0.519
Advise the company suitably.

OR
Computation of tax for make or buy decisions with example.
Explain merits and demerits of tax planning.
OR
Write nots on the following. (Every Five Marks)
1) Tax avoidance 2) Taxevasion 3) Free trade zone
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