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B.Com. Semester - 5 (CBCS) Examination
Oct/Nov. - 2023(0Old Course)
CORPOTATE TAX PLANING - 1 (DISC. SPE. ELE -1)
Time: 2:30 Hours Marks: 70
Instructions:

1. All questions are compulsory.
2. Figures to the right indicate marks.
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XYZ Itd. is considering the purchase of a new machine costing Rs.60,000/- with an expected life (20)
of 5 year with salvage value of Rs. 3,000/- in replacement of an old machine purchased 3 year
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 machines, the annual profits before depreciation are
expected to increase by Rs. 12,000/-. 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:-
Year :(1) 0.877, Year :(2) 0.769, Year :(3) 0.675, Year :(4) 0.592, Year :(5) 0.519
Assumption:-

(1) itis assumed that the old machines is sold and the new machines is purchased at the

beginning of forth years of the purchase of old machine.
(2) These is not other asset.
OR
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Mahesh Ltd. an Indian company, engaged in the business of manufacture of transformers and
switch gears negotiates for the purchase or taking on hire a machine from a concern in U.K. if it
acquires the machine then the total cost will be Rs. 60,00,000/- payable in 5 annual (interest free)
installments of Rs. 12,00,000/- each, the payments to be made on July 1 each year beginning with
the year 2017. If they takes it on hire then annual rent of Rs. 8,00,000 has to be paid on July 1,
each year starting from the year 2017. The company proposes to use the machine for 10 years
from 2017.
The following assumptions have been made.

(1) The company is a widely-held company and tax rate is 34.608 percent.

(2) Rate of depreciation on machine is 15 percent.

(3) Cost of capital is assumed as 10 percent
Should machine be purchased or taken on hire?
(tax saving on account of depreciation rate 19.184%).
Rakesh purchases 1000 equity shares in A Itd. at the rate of Rs. 16 per shares (brokerage: 1
percent) 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 1000
original shares at Rs.81 per shares. (brokerage 1.5 percent)
On march 15, 2017, he transfers 500 bonus shares at Rs. 87 per shares (brokerage 1.5 percent).

Find out the amount of capital gains on the assumption the securities transaction tax is
not applicable. (2016-17 index cost 1125)
OR
India Itd. is a widely-held company. It is currently considering a major expansion of its
roduction Facilities And the following alternatives are available.

Particulars alternatives-1 (Rs.) | alternatives-2 (Rs.) alternatives-3 (Rs.)

Shares 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 percent. the rate of dividend of the company since 2018 is
not less than 20 percent and the rate of dividend declaration is June 30 every year.
Calculate decision of capital structure.
(A) rate of dividend and dividend tax not deductible.
(B) Residential status of companies.
OR
Explain about tax liability and minimum alternatives tax.
(A) tax avoidance and tax evasion.
(B) Corporate tax structure and authority.
OR

Explain the meaning and concept of corporate tax and corporate tax planning.
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