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Time: 2:30 Hours

BCMctpDS501C Seat No :
B.Com. Semester - 5 (CBCS) Examination
Oct/Nov. -2019
CORPOTATE TAX PLANING - 1(DISC. SPE. ELE -1)

Instructions:
1. All questions are compulsory.
2. Figures to the right indicate marks.

Marks: 70

Yal-1

UH-1

ssl $uoll l.aR. 2 \ellozoll A2Ug] Beuleot 52 B. sUoll WA A [Ascu B ¥ dsll
GeuleatHi BUAL([ A As A aliMoll Ues sUoll elRYUl WIlEL ¥ & waal WA oletlcll
A AM B, Al olloldMl atlRlell [Qotdl o1 Ael Yt B.

UL A U2 3.1,00,0000{ USAR [EHcoll olall Wlloz ¥ Bof BEL YL 10 Ao} &
Aol UR claltcfl aAsta AH B. Al A oliHell tUes colleldl %331 HiAdUHet l2R€Els 3.201
ald Hofll asA wal Uyl €2 sclls €ls 3.0.30 V. YsleHoll HIRS UINR 3.1,500 & ual
oflost ARAA WA alls 25,000 Ueslell GeulEet HIZ 3.20,000 B.

25,000 le? HldUHLetoll AR 50,000 R SCLSlo{l 3Rt B G1o1RHL AL A
ollHoll U2 o1oLEls 3.4.300ll AUA GuEou &.

d2ldelR 10% 8. YRl €2 25% B. WASARAN € 30% B. QAN ollHell Us
WIlEl Al Rctae oUA ¥ oleltcll AdL?

10%0ll dalal AAAA 3.10] clclHlot Het ol Yoot B.

oy 1 2 3 4 5 6 7 8 9 10

st 0.909 | 0.826 | 0.751 | 0.683 | 0.621 | 0.564 | 0.513 | 0.467 | 0.424 | 0.326
YeU(P.V.)
Bl l AN ellHoll Aol sUslloll YcdHlot e 220 GUR % GaUllRd scudi wd Al
(QulaHl 518 dstalct USl 243 ® ¥ 31?2 A esrudl.

gl

WRHlele $Uoll Q. A5 ol ellod 3.6,00,0000(l USAR (BUA ¥ Bof WEIY WL
s(UiA) ay B wal Boll elour (BHd 3.30,000 8B, A Wilecl 8W B. Al ol o ol
wlloeoll oA UM sal 8B B ¥ ¥ 3(2Q) o udael Wileldd 8. Aol yalud
3.3,00,000 &cll Aol el w2 8(2U15) cANo] B.

UL Yoll Wellozoll clcdHlot olx1R (M 3.3,50,000 B. alcll Wellozal $1R8L €2 AN URMIRL
Udclioll o5l 3.1,20,000 cltlclloll BELY BD. UURL UIE (BHA (W.D.V.) GUR 15%0ll UURLA €
8, ol WASAAA € (34.608%)all O,

AU YR ¥ 5AA Uloll YSlusdRell €2 (clalal €2) 14% 8. SUollal 02U AL
UL 14%0ll cela WdAQ 3.19] U de] ddulel yeau oA Yool 8.
ad 1 2 3 4 5

Mot Hel (P.V.) | 0.877 | 0.760 | 0.675 | 0.592 | 0.519

aReull- (1) ol Wellod WIlElaloll Wl ol A3MAML ol Welloz AURAU B VA ol
Wlloz WIlELA B, (2) Al RAsdsll AMeHl U 818 Aetsd ol
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(1) ol Wlo2-HAloARloll AULESt HI2.

ULASAR UIRL, 1961 3601 Ullcd 52 YlUsall 3 ol Aoll cdlotcllotl A€l Ul (Sleurl o)

(2) olall welloa-Hlot3loll AsLRL eleal M2 (ReUUsllsll)

(3) otall tilell RUe{las0L HIR
(4) olall Htlell AU/ YSIR HIL.

AUl
(2ot $Uoll (A, A “Widely-Held' (s UslRe{l 182) Susll B. tiuletl [@AsiU WS ¥ BHi

Yuud Aol Geuleot el YAuRA tauatdl Actoll B, susllal 3.50 clwoll %3 8. ul W2
$Us{l WA [Ascll Gudou B.

(Aot @scu-(1) 3. | @scu-(2) 3. | [@scu-(3) 3.
Ayl 50,00,000 20,00,000 10,00,000
14%0 BAu - 20,00,000 15,00,000
Asuidll At - 10,00,000 25,00,000
(18% oll Ul €R)

$AR1 Udclioll HA@ A dndRell €2 25% oll ®. 199101l el $Uollotl (3(ASesall €2
20% dl A @ Aecl ¥NAA B, A (B(Ases w32 scllell Adlw €2 a¥ 304l %yetoll

W B.

GUAsd 3 (oMLl sl [Ascu Ars deUA?
gsoll dull. (sleurl 2al)

(1) dygcu ds(@s 52 (MAT)

(2) 82 wclloeld)

(3) $Uo(laAlotl 5ARA Wal 5AURRL (4) SUolloll 286101 [AN2AS €958

(5) AURAMl sUc{l2e] clollsRwl

3.100 sAsl dy ulas URlddl dol-1etloz SUoll (A, As (A0 stdsH IR AU AH2AML
Qurel 53 el 8. Aoll WA el gL Al 86AE Yl 62U [QArcdQ sldsH M@ ol Yt

Aaal

(6) aduplulat oisl Uell €2

scll Aol Udledll sclloll e 8. suslloll Yaduiol RAQ oA Yoy B.

@QoLct U (55 LML)
10%0(l Geloll 343l 80
86A8l A3l (3.1040 As Aal AR) 200
Vol U W Al 120
=5t YIRS 400
aALeL 1,200
GlLE: $A USAR 1,076
=c|% U AU Udciall o5l (EBTI) 124
OllE: Ul (80 5ASoll 10%) 8
=541 Wdclioll sHRll/8 (EBT) 116
GlLE: ALASAR (34.608%) 40.14528
=501LE all/sHQl (EAT) 75.85472

(Qactrul steisHsll

WELY USAR 3.200 5Asoll B. % il id Tl glRL ollRll cAceUl scUHL
UA A oAl ol UR callxell €2 10% Ao (U dal sHElall 9JBldR (P/E Ratio) ‘6" (&9)
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IR0/t cdotl 33\
%l (ARl stelsuoll ollgll cacRaul 8EASL ARYIL gl sl A Al ol AR ARELS
3.2501l el AL sl wA BHct dal sHERlA 2R (P/E Ratio) 7 () LGN/ culctall
89
(AectRQletl. URBUA dullRlell 3.600 $ASe] AUEQL GeEAA] Ul Aol UR ALY Wal
§AA UdAL AUl 10% dncdRk HAA. %l $Usll Aol AAoll xR (Euclo] HextllsWL
sclloll olllAal wofuRQ 8wl Slat dl, ol clcRels] 5 3U/[AscU Ude sA AsA? A
oLl
gsolld cul. (slsual AQL)
(1) 52 Awotall SlAEL  (2) sUsdlciell A
(3) 5ARA A%l (4)82 2Ll
(5) 52 AL (6) 52 dglae

ENGLISH VERSION

Harshika Company Ltd. manufacture R. O. Plants sets. The company has the option to
either make or buy from the market component ‘Rag’ used to manufacture of the sets. The
following details are available.

The component ‘Rag’ will be manufactured on new plant costing Rs.1,00,000 with a
life of 10 years. Material required cost of Rs.2 per liter; and wages Rs.0.30 per hour. The salary
of the foreman employed is Rs.1,500 per month and other variable overheads include
Rs.20,000 for manufacturing 25,000 components per year. Material requirement is 25,000 liters
and requires 50,000 labour hours. The component named ‘Rag’ is available in the market at
Rs.4.30 per piece.

Discounting rate is 10%. Depreciation rate is 25%. Income-Tax rate is 30%. Will it be
profitable to make or to buy the component ‘Rag’?

At the discounted rate of Rs.1 present value is as under during the 10 years.

Year 1 2 3 4 5 6 7 8 9 10
Present 0.909 | 0.826 | 0.751 | 0.683 | 0.621 | 0.564 | 0.513 | 0.467 | 0.424 | 0.326
value@10%

Does it make any difference if the component ‘Rag’ can be manufactured on an existing plant?
State year answer.
OR

Parmanand Company Ltd. is considering the purchase of a new plant costing
Rs.6,00,000 with an expected life of a 5(five) years, will salvage value of Rs.30,000, in
replacement of an old plant purchase 3 years ago for Rs.3,00,000 with expected life of 8
(Eight) years.

The present market value of this old plant is Rs.3,50,000. Because of the purchase of
new plant-machinery. The annual profits before depreciation (1) is Rs.1,20,000 rate, (2) of
deprecation - for the plant is 15% on written down value basis; and Income Tax Rate is
34.608%).

Assume the after-tax cost of capital (Discount Rat) to be 14%. Advise the company
suitably? 14% Discounting factor present value of Rs.1 is as under during the 5 years as
follows.

Year 1 2 3 4 5
Discount Factor | 0.877 | 0.760 | 0.675 | 0.592 | 0.519
Assumptions:- (1) It is assumed that the old plant is sold and the new plant is purchased at the

beginning of forth year of the purchase of old plant. (2) there is no other asset in the block of

assest.
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State of the Tax Incentives under the Income-Tax Act, 1961 availables about/with reference to  (20)
following matters. (Any Two)

(1) For Acquisition of new plant & machinery.

(2) For Installation of new plant & machinery.

(3) For Location aspect of a new Business.

(4) For Nature of a new Business.

OR

Nishant Company Ltd. is “Widely-Held’> company. It is currently considering a major (20)

expansion of its production facilities and the following alternatives are available.

Particulars Alternative (1) | Alternative (2) | Alternative (3)
Rs. Rs. Rs.
Share Capital 50,00,000 20,00,000 10,00,000
14% Debentures - 20,00,000 15,00,000
Loan from Bank @ - 10,00,000 25,00,000
18% Int. Rate)

Company has need of Rs.50 Lacks finance Expected rate of return (Before Tax) is
25%. The rate of Dividend of the company since 1991 is not less than 20% and the date of
dividend declaration is 30" June every year.
Out of above 3 (three) alternative which one is best?
Write short notes on. (Any Three) (15)
(1) Minimum Alternative Tax (MAT)
(2) Tax Liability
(3) Tax Incidence and Taxation of Companies
(4) Residential status of Companies
(5) Classification of Companies in India.
(6) Tax on Distributed profit.
OR
Hensa-Plast Company Ltd., which income is above Rs.100 Crore, is contemplating an (15)
expansion programme. It has to make a choice between debt issue and equity (share) issue for
its expansion programme. Company’s current position is as under.

Particulars Amount (Rs. in Crore)

10% Debt 80.00
Equity share capital (Rs.10 per share) 200.00
Reserves and surplus 120.00
Total capital Investment 400.00
Sales 1,200.00
Less: Total Cost 1,076.00
EBIT 124.00

Less: Interest (10% of 80) 8.00
EBT 116.00

Less: Income Tax (@34.608%) 40.14528
EAT 75.85472

When, E=Earning, B=Before, A=After, I=Interest and T=Tax

The expansion programme is estimated cost Rs.200 crore. If this is financed through
debt, the new rate of debt will be 10% and the Price-Earnings Ratio will be 6(six) times. If the
expansion programme is financed through equity, new shares can be sold getting Rs.25 per
share, and the Price-Earning Ratio will be 7 (seven) times.

The expansion will generate additional sales of Rs.600 Crores with a return of 10% on
sales before interest and taxes. If the company is to follow a policy of maximizing the market
value of its shares. Which from/option of financing should it choose?

Write short notes on. (Any three) (15)
(1) Advantages of Tax Planning  (2) Corporate Tax
(3) Tax Planning (4) Tax Avoidance
(5) Tax Evasion (6) Tax Managment
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