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B.Com. Semester - 5 (CBCS) Examination
Oct/Nov. - 2021(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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ENGLISH VERSION
Que-1  Vijay company needs a generator costing Rs.100000 for this purpose the company has (20)
following two options:
Option-1: buying the generator by taking loan of Rs. 100000 repayable in five equal
installments of Rs. 20000 each along with interest at the rate 18% per annum.
Option-2: leasing the generator for which annualizes lease rent is Rs.30000 up to five years.
The lessor charge 1% of the cost of generator as processing fees in the first year.
As a tax consultant advice the company management which option should be
accepted?
Additional information is as follows:
1. Corporate tax rate is 30% disregard surcharge and education cess.
2. Present value of rs. 1 for five years is as follows.
Year 1 2 3 4 5
R.V 0.909 0.826 0.751 0.683 0.621
3. Rate of depreciation is 25%

OR
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Que-1

Que-2

Que-2

Que-3

Que-3
Que-4

Radha co.ltd. , manufactures computer game ‘ABC’. The company has two options to either (20)
make or buy from market. Component ‘A’ used in manufacture of the computer game ABC.
The details are available in this reference.
(1) The component A will be manufacture on new machinery costing RS.2,00,00. Life of
machinery is 10years.
(2) rate of depreciation is 25% on written down value
(3) income tax rate is 30%
(4) discounted at the rate of 10%
(5) other details for production
a. Every year company makes 10,000 components and for these total materials is
required 50,000 kg. Material cost is Rs.20 per kg.
b. Total labor hours are required 50,000 labor charge is Rs.1.85 per hour
c. For mans salary is Rs.20,000 per month
d. Other variable overheads Rs.14,000 per month
This component ‘A’ is available in the market at Rs.160.
From the above information give your advice to company whether to purchase this
component from market or to manufacture?
Present value factor at 10% discount rate is :
Year |1 2 3 4 5 6 7 8 9 10
p.v 0.909 | 0.826 | 0.751 | 0.683 | 0.621 | 0.564 | 0.513 | 0.467 | 0.424 | 0.386
Capital structure of x Itd, y Itd, and z Itd, and various rate of return and other details are given  (20)
as under. State the capital structure of which company is best and why?

Capital structure Xltd (RS) Y Itd. (RS) Z Itd. (RS)
Share capital 20,00,000 16,00,000 4,00,000

Loan - 4,00,000 16,00,000
Total investment 20,00,000 20,00,000 20,00,000

Other details:
a. Rate of interest 10%
b. Appreciate rate of income tax is 30%
c. Rate of return: (1) 25% or (2) 10% or (3) 8%
OR
Kiya co.ltd is a widely held company. The company requires Rs.50, 00,000 for development of  (20)
its business. This amount can be received from the following ways:

Particulars Optuion-1 Option-2 Option-3

Equity share 50,00,000 20,00,000 10,00,000
14% debentures - 20,00,000 15,00,000
18% loan - 10,00,000 25,00,000

Expected profit before tax is 25%. The average part rate of dividend paid is 20%.the income
tax rate 30%. Surcharge 3% and tax on dividend 12.5%
Which is the best option?

Write a detailed note on minimum alternative tax (MAT)? (15)
OR

State provisions of income tax about residential states of company (15)
Write short notes any two: (15)

1. Advantages of tax planning
2. Methods of tax planning

3. Taxevision

4. Tax management
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