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ADVANCED CORPORATE TAX ACCOUNTING (ELECTIVE)

Time: 2:30 Hours
Instructions:

1. All questions are compulsory.

2. Figures to the right indicate marks.

MCM4acaE0112 Seat No :

M.Com Semester - 4 (CBCS) Examination
March/April - 2024 (OLD COURSE)

Marks: 70
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ENGLISH VERSION

A domestic company ayush Limited furnishes the following particulars for AY 2024-25 and (20)
solicits your advice on the application of section 115JB. You are also required to compute the
total income and tax payable.

Particular Rs.

Profit as per P&L account as per Companies Act, 2013 19500000
This includes:

Excess realized on sale of land held as investment 3000000
Depreciation on Straight Line Method basis 10000000
Provision for losses of subsidiaries 6000000
Depreciation allowable per income tax rules, 1962 15000000
STCG on sale of land mentioned above 4000000
B/f losses 5000000
Unabsorbed depreciation 6000000

The company has also represented to you that the excess realized on sale of land cannot form
part of the book profits u/s 115Jb. You will have to deal with the issue assuming that the Co. is
not required to comply with Ind. AS. The annual turnover of the company was INR 40 Crores.
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Que.l

Que.2

Que.2(A)

Que.2(B)
Que.3

OR
Savitri Limited, a resident company, earned a profit of Rs. 15 Lakhs after debit/credit of the
following items to its Statement of Profit & Loss for the year ended on 31/03/2024.
() Items debited to Statement of Profit & Loss:

No. | Particulars Rs.
1 Provision for the loss of subsidiary 70000
2 Provision for Doubtful Debts 75000
3 Provision for Income Tax 105000
4 Provision for gratuity based on actual valuation 200000
5 Depreciation 360000
6 Interest to financial institution (unpaid before filing of return) 100000
7 Penalty for infraction of law 50000
(I1)  Items Credited to Statement of Profit & Loss:

No. | Particulars Rs.

1 Profit from unit established in SEZ 500000

2 Share in income of an AOP as a member 100000

3 Income from Units of UTI 75000

4 Long term capital gains on sale of building 300000

Other Information:
1) Depreciation includes Rs. 150000 on account of revaluation of fixed assets.
2) Depreciation as per income tax Rules is Rs. 280000.
3) Brought forward loss as per books of account of the company is of Rs. 10 lakhs which
includes unabsorbed depreciation of Rs. 4 lakhs.
4) The AOPs, of which the company is member, has paid tax at maximum marginal rate.
5) Provision for income tax includes Rs. 45000 of interest payable on income tax.
Compute minimum alternate tax under section 115JB of the Income Tax Act, 1961, for
AY. 2024-25, assuming that Savitri Limited is not required to comply with the Indian
Accounting Standards. Ignore the provisions of section 115BAA.
Tejsavi 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 | Alternative 2 | Alternative 3
Share Capital 1000000 2000000 5000000
14% Debentures 1500000 2000000
18% loan from bank 2500000 1000000

Expected rate of return before tax is 30%. Rate of dividend of the company since 2000
has not been less than 22% and date of dividend declaration is 30" June every year. Corporate
tax rate is 30%. Which alternative should the company opt. with reference to tax planning?

OR
A Company has an accumulated profit of Rs. 1200000. Determine the amount of deemed
dividend for the following cases.
(A) A shareholder has share of 25% in a company and receives Rs. 200000 on
account of liquidation.
(B) A shareholder has share of 25% in a company and receives Rs. 300000 on
account of liquidation.
(C) A shareholder has share of 25% in a company and receives Rs. 960000 on
account of liquidation.
Explain the meaning of capital structure with reference to tax planning.
Parul Limited wants to acquire a machine on 1% April, 2022. If he purchases the same, it will
cost Rs. 60 lakhs, have the expected useful life of 5 years and scrap value will be Rs. 10000.
The company could either purchase the machinery with its own fund or borrowed funds. If the
machine is purchased through borrowed funds, rate of interest will be 11.5% per annum and the
loan will be repayable at the end of 5 years.

Profit before depreciation and tax is expected to be 4.50 crore every year. Depreciation is
charged @ 15% on written down value. Besides, additional depreciation is available in the first
year. Investment allowance is; however, not available, Average rate of tax may be taken at
32.445%.
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Que.3

Que.4

Que.4

Advice Parul limited whether it should- Acquire the machine through own funds or borrowed
funds;

Present value factor shall be taken @ 10%. At this rate present value of rupees one are —

Year 1: 0.9091; Year 2: 0.8264;

Year 3: 0.7513; Year 4: 0.6830;

Year 5: 0.62009.

OR

A Company manufactures telephone set. One of the components of handset is purchased from
outside. But now Co. is Planning to this component internally. Two options are developed by
management accountant in this regard.

Option-1: Purchase of machine
Total investment X 75,00,000. Machine will be purchased on investment. At
the time of contract ¥ 15 lakhs are payable and remaining amount in four equal
installments. No interest is payable. Contract will be under taken on 01-04-2020.
Scrap value X 15 lakhs.
Option-2: Machine will take on rent with annual rent of X 10 lakhs. Rent will be paid as
advance rent from the date of contract. Machine will be utilized for 8 years.
Assumptions:
(i) Depreciation Rate 18%
(ii) Cost of Capital 11%
(iii) Corporate rate tax 40%
Give difference between Tax Planning and Tax Evasion.
OR
Describe the classification of companies under the Income tax Act.
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