AQ-1283A

M.Con. (Part-1I) Semester—III Examination
CORPORATE TAX PLANNING & MANAGEMENT

“Time : Three Hours] [Maximum Marks : 80

N.B. :— (1) ALL questions are compulsory.

(2)  All questions carry equal marks.
(3) Give working notes whevever necessary.

1. (a) Explain scope of Total Income on the basis of

Incidence of Tax (Residence). . 8

(b} Kamataka Banking Company has prepared P/L
account for the year ended 31 March 2015 :

Particularn Rs. |Particulars Rs.
interest paid on deposit | 200,000]Interest on overd raft 60,000
Salaries 150,000|Interest on Cash Crednq 100,000
Rent and Taxes 20,000t interest on Loan 300,000
Postage ) 10.000]Interest on Securities 126,000
Stationery £.000/Commission 40,000
Depreciation 40,000|Rent of Buidding 60.000
General Expenses 20,000/ Underwritten Commissiwn|[ 310,000
1. Profit on Snk of shares

Froposed devidends 80,000 underwritten 10,000
Provision for Income Tax| 150,000
Bad Dabt Provisions 40,000
Profit ) 62,000

780,000 780,000

Compute business income of the Banking Company.
8

OR
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(c) Explain the provisions of deductions for the companies
established in Eastern States of India w/s 80 IC.
8
(d) What do you mean by Annual Value ? Explain
deductions allowed from annual value of house
property. 8
What are the objectives of Tax Planning ? Explain the
differences between Tax planning and Tax evasion. 16
OR
The following is the Profit and Loss Account of the
Balrampur Chini Mills Ltd. an Indian company in which
the public are substantially interested for the year ended
31st March, 2015.

Particulars Rs. |Particulars . Rs.
Manufacturing Sales 17,61,300
Expenses 8,385,295 | Rent for Agri. land 950
Excise Duty o 1,07,500 | Revenue from

Salaries 1,20495 | Fisheries 3,700
Office Expenses 50,150 | Sale proceed of

General Charges 13,750 | cane 6,07,055
Director's Fee 1,750 | Transfer fee 300
Interest on Profit from sale

Debenture 25,000  of motor 1,230
Managing Director's

Rémuneration 41,000

Depreciation 69,000

Cultivation Expenses | 4,57,500
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| Particulars Rs. [Particulars _Rs.|
Taxation Reserve | 25,000
Net Profit 5,78,095
23,74,535 23,74,535

Compute the total income of the company for the
assessment year 2015-16 afler taking into consideration
the following information :

1) Saies included bost of cane Rs. 6,12,000 o1 account
of cane produced and consumed in the factory the
average market price of such cane being Rs. 6,75,000.

(2) The motor sold during the year for Rs. 3,230 was
purchased in the past for Rs. 17,000 the depreciation
claimed in respect thereof upto the. preceding
assessment year was Rs. 15,000.

(3) General charges include :

(3 Rs. 750 legal expenses incurred in defending a
suit regarding the company's title to certain
agricultural Jand, and

(b) Rs. 9,000 paid to director for a trip to South
Africa to study modem methods of confectlonely
manufacture.

(4) Depreciation in respect of all assets has been agreed
at Rs. 50,000.

(5) The company has paid advance tax of Rs. 1,20,000.
16
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X Ltd. is a widely held company. It proposes to increase
its production for which it will require Rs. 1,00,00,000.
The company proposes the following three alternatives
for the structure of the additional capital :

Patriculars ¥ ™ 3

Alternative | Altemative |Alternative

Share capital 1,00,00,000 40,060,000 | 20,00,000
10 % Debentures S - 40,00,000 | 30,00,000
Loan from financial

Institution @ 12 % - 20,00,000 | 50,00,000

Expected rate of return on capital employed in
business is 25% (before tax). Generally companies engaged
in similar business are paying 20 % dividend on its share
capital. Tax rate is 30 %. surcharge 5 % and education

© cess. 3 %.

You have to advice the company as to which
alternative it should select for the capital structure so as
to pay maximum dividend to the shareholders. 16

OR

(a) Explain the tax provisions regarding Repair, Replace
Renéwal of an asset. 8

(b) Explain the provisions for shut down or continue
decisions in Income Tax Act, 1961. 8
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4.  What are tax provisions in respect of infrastructure
development ? Explain. 16

OR

Explain the tax provisions in respect of tax incentives to
exporters. : 16

5.  What are the provisions regarding to tax deduction at
source ? 16

OR

Explain the tax incentives to the Amalgamated company.
How tax planning with reference to Amalgation of
companies can be done ? Explain. 16
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