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ENGLISH VERSION

Instruction : All questions carry equal marks. Attempt any
four questions.

1 Shri Rameshbhai is offered an employment by Mumbai  17.5
base company as under :
e Basic Salary — Rs. 1,15,000 (per month)
e Dearness Allowances — Rs. 16,000 (per month)
° Bonus — Rs. 1,00,000
e Entertainment Allowances — 10% of basic salary.
The company gives two options to Shri Rameshbhai for

house :
Option I : To accept a house rent allowance of Rs. 42,000
per month.
Option II : To take a rent free accommodation for
which company would directly pay the rent
Rs. 42,000.

Discuss which one is better alternative.

2 A paper manufacturing company Shrihari Ltd., purchases 17.5
a machine for its laboratory to improve a quality of paper
on 15t March, 2011 for Rs. 6,10,000. If the research activity
for which machine has been purchased ceased in 2018 and
the machine is bought into business proper on 15t November
2018. Other details are as under :

° The market value of the machine i1s Rs. 2,30,000

e Depreciation @15%

e Depreciation value of the relevant block of assets on
1st April, 2018 is Rs. 16,17,910.

° The scientific machine is sold for Rs. 1,80,000 on
4th April, 20109.

Calculate chargeable profit under section 41 (3).

3 Bharat Ltd. owns two plants. Plant ‘Samay’ and plant 17.5
‘Kasamay’.
Other details are as under :
e Depreciated value of block being Rs. 3,12,000 on

dt. 1st April, 2019.

Depreciation @15%

e On 10th June, 2019 plant ‘Saro Samay’ is purchased for

Rs. 80,000 and put on use on the same day.

Find out capital gain for calculation of tax in the
following both situation :

(1) Plant ‘Kasamy’ is destroyed by fire on 25th January,
2020. Insurance company pays Rs. 20,000 as
compensation.

(2) Suppose insurance compensation is Rs. 3,42,000.
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4 Shri Mayur purchases 7,000 equity shares of Priti Ltd. on 17.5

dt. 25th April, 2005 at the rate of Rs. 2 per share. Priti Ltd.
goes into liquidation on 30th June, 2019. The balance sheet
of the company on 30th June, 2019 is as follows :

Liabilities Amount (Rs.) | Assets Amount (Rs.)
80,000 equity 8,00,000 | 20,000 debentures 56,00,000
shares of Chetan Ltd.

Accumulated (Non-listed) (cost

Profit 60,00,000 | Rs. 18,00,000 at the

time of acquisition
on 15t May, 2018)
Cash in hand 12,00,000

68,00,000 68,00,000

Assets are distributed to the shareholders :

Consequently Mayur gets 2,000 debentures of Priti
Ltd. Market value Rs. 5,60,000) and Rs. 1,20,000 in cash on
30th June, 2019. He transfers 2,000 debentures on 16th April,
2020 for Rs. 6,20,000. Index for Financial Year 2005-2006
and 2019-2020 i1s 117 and 289 respectively.

Find out the taxability of above transactions.
5 Discuss the legal provisions regulating for transfer pricing. 17.5

6 Explain : 17.5
(a) Advance Pricing Agreement
(b) Double Taxation Relief

7 Write note : 17.5
(a) Amalgamation
(b) Demerger

8 Write note : 17.5
(@) Transfer of assets between holding and subsidiary
companies.

(b) Conversion of company into LLP.
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