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On 154 Chaitra . 300,000 -
Assets disposed off during the peried: ) E
Book value at the beginning : -300,000 300,000
Disposed off value ) ] 25,000 398,000

Required:
a.  Current amount of depreciation to be charged. )
b.  Opening depreciation base of the assets for the next year [4+2]

'
As shown by balance sheet of a Ltd. company in the previous year, the depreciated value of its
assets grouped under C was Rs. 1,500,000, During the year, the company added two more assets of
this group: one Bhadra of Rs. 500,000 and another on Falgun of Rs. 600,000. The company
disposed off one asset with baok value on opening data of Rs. 100,000 at Rs. 125,000
Required: (2) Current amount of deprectatson to be charged (b) Depreciation base of asset at

closing.

[4+2]

:
The Ba!ance Sheet of a Limited Company of the previous year showed a depreciated value of its
asset grouped under D was Rs. 650,000. During in the year the company added two items of this
group: one of Rs. 100,000 on 1st Kartik and ancther of Rs. 150,000 on 1st Baishak. However, the
company disposed off one of its asset with book value on opening date of Rs. 50,000 and original
value of Rs. 75,000 at Rs. 80,000. -
Required:
1. Depreciated value of asset at closing.
2. Current amount of depreciation. ‘
3. Capital gain on the deal. [3+2+1]

11. INCOME FROM INVESTMENT

THEORETICAL QUESTIONS

2063 Q.No.3 3

Write short notes with example where necessary: Income form natural resources [3j
NUMERICAL PROBLEMS )

2. 2071 Q.No. 70R (a}]

Mr. Kamal Adhikari an investor furnished the following particulars of his income and expenses during
the previous year;

4 8 ® 8 T e o 8 ® 86 & »

Rent from house Rs. 108,000 (after TDS)

Interest from bank deposit Rs. 95,000 (after TDS).

Interest from unrecognised sector Rs. 170,000 {after TDS).

Gain from investment insurance Rs. 17,000 (after TDS).

Natural resources payment received Rs. 255,000 (after TDS).

Gifts relating fo investment Rs, 10,000.

Dividend income from Everest Bank Ltd. Rs. 40,000. .

Compensation relating fo investment loss of last year amounting to Rs. 50,000. -

e claimed following expenses for deduction:

Rent collection charge Rs. 2,000.

Expenses of natural resources Rs. 5,000

Commission for compensation coflection Rs. 10,000.

Allowable amount of depreciation relating to irivestment under block-B- assets was Rs.
7,500 and actual repair cost incurred for it was Rs. 2,500.

He claimed previous year business loss Rs. 10,000.

Required: Net assessable i income from investment.

Mrs. Janak; prowdes the foﬂowmg information, regarding her incomes and expenses during the year:
(i) Natural resource payment Rs.144,500 (after TDS).
(ii) Interest from fixed deposit Rs.351,000 (aﬂer TOS).
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- (iil) Interest from unorganized sector Rs.150,000.
(iv) Amount received from maturity of life insurance policy Rs.300,000.
(v) Rent from house let out Rs.180,000. L
(vi) Rentfrom computer let out Rs.54,000 (after TDS).
{vii) Gain on sale of non-business lad (within 5 years) Rs.180,000 (after TDS).
She has claimed the following expenses:
i, Total collection cost of rent from house and computer amounted to Rs.9,600.
ii. Eligible depreciation en computer Rs.10,000.
iil. Collection cost of interest from fixed deposit Rs.2,000.
iv. Donation to a private school Rs.10,000. )
Required: @ Assessable income from investment.
@ Taxable income [5+1=6]
L
Mrs. Acharya disclosed the following information during the previous income year:
(a) Royalty income Rs.85,000 after TDS of Rs.15,000 in respect of a book.
{b) Rent from house (gross) Rs.200,000.
{c) Gain from unapproved retirement fund Rs.50,000.,
(d) Interest received from friends (in respect of lending money) Rs.100,000.
(e) Rent from letting fumiture (gross) Rs.40,000.
(f) Bad debts recovered on loan (30% were not allowed previously) Rs.50,000. -
{0) Gifts received from tenants Rs.15,000.
{h) Income from agriculture Rs.60,000.
() Interest received from Nepal Bank Ltd. Rs.60,000..
(i) Amount received in lieu of not renfing second house Rs.100,000.
She claimed the following expenses.
Bank interest collection charge Rs.1,000.
Repair of rented furniture Rs.15,000.
Expenses incurred for writing book Rs.10,000.
Loss on sale of agricultural fand Rs.50,000. .
Amount deposited fo the approved retirement fund Rs.150,000.
Donation to tax exempted organization Rs.10,000.
Depreciation on rented house Rs.20,000 (which is as per Act) and repair expenses Rs.30,000.
It is noted that the WDV of rented furniture was Rs.200,000.
Required ’
@ Net{assessable) income from investment -
@ Statement of total taxable income .
@ Tax liability (ignore special fee) ) ’ : [4+1+1=6]

a. Mr. Kaushal Kumar furnishes the following details of income and expenditure of investment.

wvTwwwwww

« Dividend from Kumari Bank Lid. . Rs. 85,000
o Interest from fixed deposit 114,000
«  Natiral resource income (fter TDS) . 244,800
« Lottery income 75,000
« Interest from private money lending 148,000
«  Royalty from publication (after TDS) 498,950
« -+ Gain from sale of non business chargeable assets 200,000
He claimed following expenses for deduction: .
« Purchase of lottery tickets ) Rs. 1,000
«  Cost of books publication : 30,000
o Interest collection cost of private money lending activities 10,000
« Life insurance premium paid for own life 25,000
« Domestic expenses ) oo 120,000
«  Assessable income from business 100,000
Required: ‘ )

@ Assessable income from investmen
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@ Statement of total taxable income [4+2=6]

Mr. B. fum:shed the following incomes and expenditures for the previous year

® @ & & @ [ ® & @ & & @ & & & ° 8 ° & @& °

House rent received Rs.45,000(net.) -

Income from writing articles in Republica Daily Rs.20,000.

Total income from joint investment Rs.40,000(B's share is 25%)

Excess amount received with respect to investment due to exchange rate variation of Rs.5,000.
Gift received relating to investment Rs.45,000.

Gain from investment insurance (nef) Rs.190,000.

Royalty form books (net) Rs.42,500.

Rent received by sub-letting rooms of Rs.150,000.

He eamed net assessable income from business Rs.200,000.

Income from agriculture Rs.40,000.

Interest form unorganized sector Rs.68,000(ne).

Winning form lottery Rs.300,000(net).

Bad debts recovered (related to investment) Rs.50,000. (40% was not allowed pravlously)
Amount received for accepting investment restriction Rs.35,000.

Net gain from disposal of non-business chargeable assets (building) of Rs.200,000.

Gain from disposal of depreciable assets used in investment of Rs.50,000.

e had claimed the following expenses for deduction.

Total expenses relating to joint investment of Rs.20,000.

House rent collection charges of Rs.3,000.

Collection charges of remuneration relating to article published in Republm Daily of Rs.2,000.
Donation was given to Nepal Eye Hospital of Rs. 10,000.

Allowable depreciation relating to building of Rs.15,000.

Medical expenses incurred Rs. 10,000 but approved by IRO only Rs.5,000.

Required: Net assessable income from investment.
-The fo!lowlng incomes and expendrtures of Mr. Sherpa forthe previous year are provided:

.
.
©
.
i
.
H
.

Dividend from resident company (Nef) Rs. 28,500
Interest on saving deposit (Net) Rs. 14,250
Rent received from letfing out a machinery Rs. 40,000
(having book value of Rs. 200,000)
Natural resources payment received (Net) Rs. 170,000
Interest received from a friend Rs. 20,000
Royalty. from books (Net) Rs.34,000
Exchange gain relating to investment , Rs’5,000
Compensation received relating to investment Rs.40,000
Rent received from house let out to a bank (Net) Rs.102,000
Gift received relafing to investment Rs.10,000
Examinership remuneration from T.U. Rs.4,000

. Income from joint investment (2 : 1, Sherpa : Varma) Rs.30,000
Bad debts recovered (60% was allowed previously) Rs.25,000

e claimed following expenses for deducﬁen

Collection cost relafing to; |

. a) Natural resources ) : Rs. 1,000
b) Royalty from-books Rs. 500
c) Dividend ) Rs. 1,000
d) House rent . : Rs. 500
€) Compensation ~ Rs. 1,500

« Depreciate machinery under income tax act.
« Expenses relating to joint investment (2 : 1) Rs. 600

" e Donation to Bir Hospital Rs. 20,000-
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Required: @ Net assessable income from Investment. @ Statement of total taxable income. [4+2=6]

8. 2067 Q.No. 6 (Old

Mr. Kishor Adhikari an investor submitted the following particulars of his income and expenditure for

the relevant ircome year:

2. Gain on investment insurance Rs. 57,000(zfter TDS),

Payment received for accepting restriction regarding investment Rs. 36,000.

Rent from agricuiture land Rs. 41,000.
Interest from investment Rs. 51,000 (after TDS).
Rent by lefting house Rs. 108,000 (after TDS). -

Gift from publisher Rs. 12,500.

'e has claimed the following expenses:

b
C.
d
. e_
f. Royalty from books Rs. 170,000 (after TDS).
g
H
I
I

Total collection cost of royalty and rent by leiting house Rs. 13,200.
Interest from investment is received from unorganized sector.
iii. Collection cost of rent from agricultural land Rs. 200,

iv. Donation to a school Rs. 6,000.

v. Life insurance premium of Rs. 15,000 of his life policy of Rs. 100 000.
Required: (a) Net assessable income from investment }

(b) Statement of total taxable income

(c) Tax liability assuming that he has selected a couple status. [4+1+1]
5. 2067 Q.No. 70R j
Mr. Paudel has submitted the folbwing cash statement regarding investment i income for the relevant
income year.
: Receipts Rs. Payments - Rs.
| To Balance b/d 27,000 | By medical expenses (self) 20,000
To Interest on bank deposit (net) 47,500 | By Collection cost:
‘ Royalty: 2,000
; N. Resources: 1,500 3,500
To Royalty on books (TDS Rs.7,500) 42,500 | By Household expenses 100,000
To Interest on Put. moneylenﬂ-g_ 200,000 | By Donation 15,000
- | To Windfall gains 22,500 3
To Natural resource payment (TDS| 127,500 | By Balance c/d 457,500
Rs.22500)
To Dividends (TDS Rs.3,000) 57,000
To Gain on sale of share (TDS Rs.8,000) | 72,000
Total 596,000 596,000

Additional information:

i.  He has eaned Rs.200,000 as a net assessable income from a small business but not shown in

above statement.

ii. Rent by letting computers Rs.36,000 (net) is not included in above statement However,
depreciation allowable on such computers Rs 12,500 is included in household expenses

Required:

i,  Assessable income from investment

ii Swtemem of total taxable income

¥

[4+2]

M Sherchan a permanent resident of Mustang (Class: B) disclosed the following information

during the previous income year:

¢ Income from natural resources Rs. 35,000
e Interest from lending money - Rs. 100,000
« . Winning from lottéry (after TDS) - Rs. 75,000
= Rent by letting furniture (after TDS) Rs. 85,000
»__ Gain from sale of non-business chargeable assets) Rs. 85,000
. She claimed the following expenses
e Repairs of rented furniture. Rs. 10,000
s Expenses for natural resources Rs. 5,000
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e  Donation to a local public school ’
e _ Life insurance premium for the insured sum of Rs. 200,000

Interest and lottery collection charges Rs. 5,000 each

Rs. 15,000
Rs. 12,000

It is noted that depreciation base of the rented fumiture was Rs. 200,000 at the beginning of the

Requiud (a) Net (assessable) income from investment (b) Tax liability

us

year.

The foilomng incomes and expenditures of Mr. Lama for the previous year are provided:
Natural resources payment received (after TDS)
Rent received from letting out amachinery
(having book value Rs.300,000)

Compensation received relating fo investment
Income from joint investment (3:2. Lama: His friend)

-Dividend from resident company (after TDS)

Interest on fixed deposit (after TDS)
Rent from house let out (after TDS)
Income from writing articles

Gift received relating to investment

Expenditures claimed are:

Collection costs relating to:

i
i
iii.

Natural resources
Article writing
House rent

iv. Dividend

Interest on loan taken to purchase machln-ery

Provide depreciation on machinery as per Income Tax Act

Expenses relating to joint investment (3:2)

Donation to tax exempted organization '
Required: (i) Net (Assessable) Income from Investment
(ii) Statemem of Total Taxable Income -

:
Mr x. dnsdosed his following incomes and expenditures for me previous year.

‘Incomes after deducting tax at sources (TDS)

Interest on private money lending actnntles '
Royalty from natural resources

Interest on fixed deposit

Dividends from domestic companies
Royalty from writing articles

Royalty from books publication

Expendlhxre claimed

-

Collection cost pertaining to:

i. Interest on private money lending
ii. Natural resources

iii. Royalty from writing articles

Taxi fate incurred to:

i. Collect interest on fixed deposit

ii. Collect dividend

Life Insurance premium on his own life policy of Rs. 150,000
Salary to assistants

Legal expenses

Donations to tax exempt organization

Requlred (a) Net (assessable) income from investment
(b) Statement of total income

Rs. 144,500
Rs.50,000

Rs.30,000
Rs.25,000
Rs.14,250
Rs.28,200
Rs.34,000
Rs.1,500
Rs,5,000

Rs.500
Rs.100
Rs.200 .
Rs.500
Rs. 1000

Rs.500
Rs.5 000

Rs.
127,500
153,000

75,200
57,000
750
63,750

"~ Bs

1,600
2,000
100

300
300
13,000
30,000
2,000
10,000

[4+2=6]

[4+2=6]

[4+2]
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leen bersmereceiptsandpaymentacmum of Mr. Gopal for the previous year.
Receipts and Payment Account - .
Recelpts Rs. Payment Rs.

To Opening balance of cash 400,000 | By Salary to assistants 250,000
To Payment received from natural By collection cost 15,000
resource after TDS 127,500 | By Taxi charge 200 .
To Royalty from books after TDS 85,000 | ByRent 6,000
To Interest credited by the bank in By Donation to tax exempt organization - 50,000
Gopal's saving account 940 | By Purchase of furniture . 150,000
To Rent from house let out after TDS 85,000 | By Balance of cash at closing 312,240
To Interest on money lending activities 85,000 ;

783,440 783,440

Additional information

a. Collection cost relates to collect natural resource and royalty from books.
b. Taxi charge relates fo collect inferest from private money lending activities.
c. Rentwas paid for a room used for official purpose in his own house.

d. Depreciation on furniture is to be charged.

Required (a) Net (assessable income from investment (b) Szatementoftotal taxable income  [4+2]

Mr Arjun d:sdosed the following information during the previous income year.
Interest from private money transaction (gross) Rs. 50,000
Income from Royalty on books of Rs. 85,000 (net)

Income from natural resources Rs. 35,000

Gifts received in respect of private investment Rs. 10 000
Rent from house Rs. 150,000 (net)

Rent from letting machinery Rs. 170,000 (net)

He claimed the following expenses:

« Repair of rented machinery Rs. 40,000.

= Excess incurred for writing books Rs. 10,000

o Repair of rented house Rs. 45,000 i

+ Donation to a tax-exempt organization Rs. 10,000

It is noted that beginning depreciation base of rented machmery was Rs. 500,000 at the beginning of

the year.
Required:
a. Net(assessable) income from investment

b. Statemem of total taxable income [5+1]
:
The foilowmg receipts and payments account of Mr. A for the previous year. s,
Receipts Rs. Payments Rs. °
TFo Opening balance cash 200,000 | By Collection cost of memst 3.000
To Interest on private money lending : By Tai charge 200
activities 150,000 | By Rent of the room used for office 36,000
To Royalty from nafural resources By Salary fo assistant 120,000
after TDS 170,000 | By Legal expenses 5,000
To Interest on fixed deposit after By Donation fo different exempt .
| TDS 9,400 | organization - 15,000
To Royalty from books - 30.000 | By Balance of cash 430,200
To Amount received in fieu of : - :
accepting restriction on investment 50,000
: 609,400 609,400

Furﬁer information:
*  Collection cost of interest related to money lending activities.
Taxi was used to collect interest on fixed deposit.

* » @

Evidence against donation of Rs. 2,000 paid, could not be produced.

Legal expensés relates fo preparing legal documents concerning to investment restriction.
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Required: (a) Net (assessable) Income from Investment (b) Statement of Total assessable income [4+2]

12. SET-OFF AND CARRY FORWARD OF LOSSES : I

THEORETICAL Qutsr!on
%
'Income Tax Act 2058 has tried to provide some relief to the investor with respect to loss adjustment
provision." Do you agree with this statement? Comment. 3 [8]
'Thetaxablaunoomecanﬂotbecorrecttywﬂputed unl&ssalossfromascurceoflnme is set-off
against any other income." Discuss the provisions regarding set-off and carry forward to losses under

Income Tax Act, 2058. [6]
Describe the pzwlsmsofsetaffand carry forward of losses under IT Act 2058. B
Set off and wnyfnrward oflosses provide incentive and relief o the tax payer.’ Briefly describe how
the treatment of business loss and investment loss differs. 8]
NUMERICAL PROBLEMS :
B._2071 Q.No. 5d] :
A Ltd. Co. provides the following information: ' .
Years: 13 14 " 15 16 17
Profit/ Loss (Rs.) 400,000 200,000 (150,000) 200,000 500,000

On scrutiny it is revealed that a donation of Rs. 50,000waspaidonﬂ1e15“year. Interest on bank
loan amounting to Rs. 40,000 was omitted o record in the P/L AIC of year 16. The balance of
unrelieved loss of previous years was Rs. 600,000 in the beginning of 13% year, which represented
Rs. 5&'3{)()('50fc:ryearfi!n and balance for year 94,

Requlred Taxable income and tax liabilties. : [4]
An mdnndual reported the following sources of income during the income year:
b Netincome from business (Nepal) Rs. 300,000.

» - Natural resource income (Nepai) Rs. 75,000

P Loss from business (india) Rs.225,000

» Income from investment (India) Rs.50,000 A

»  Income from another business (india) Rs.130,000.

Required: Taxable income and tax liability with explanation. 4]
: :

The followmg are the operating results of a company for the last 5 year period.

Year 5 6 7 8 g

PIL (Rs.) . 20,000 40,000 15,000 50,000 55,000

Upon the inquiry made by the tax officer, the fallowing facts were found:
Service fees eamed Rs. 15000|ntheyear-7not|ncludwmpmﬁtandiossamwnt
-« Profit of 8" year was derived after deducting total donat:on of Rs. 10,000 given to 2 private
school.
3 Commission expenses Rs. 30000werenotsh.m'n in the year 5.
- » The balance sheet of pas: loss at the beginning of year 5 was Rs. 96000 of which Rs. 50,000

for year one and balance for year fwo.
Required: Taxable income of the company giving explanation wherever necessary. [4+4=8]
B 2068 QNo. 33 '
The fc&lomng_are the operaulxg results of a company: :
Year 9 10 1. 12
ProfillLoss (Rs.) 400.000 300,000 (700,000) 700,000 1,000,000

The total unrecovered loss stood of Rs. 800,000 at the end of year 3, out of which Rs. 600,000 was
for year two and balance was for the year three. The profit of year 11 was derived before deducting
allowable depreciation under income tax act of Rs. 500,000. The profit of year 12 was derived after
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deducting the donation of Rs. 30,000 was given for an ancient religious heritage with the pre-
approval of IRD.
Required: Taxable income of the company giving explanation wherever necessary. [8]
:
A Company Ltd. furnished the following financial position for the last few years.
Year . 4 8 9 10 1
Profit/Loss(Rs.) (100,000) 100,000 90,000 200,000 150,000
Unrelieved loss relating to year two was Rs.200,000. The company had paid donation amounting to .
Rs.45,000 in year 10. However the total expenses in research and development Rs.100,000 paid by
the company was not included in the deduction of 10™ year, .
Required: Taxable income of the company giving proper explanation - ' . [4]
'
A Ltd. company anticipates the following operating results for the next 7 years:
Year k 1 2 3 4 5 6 y
ProfitiLoss (Rs.) | (50,000) | (25,000) | 10,000 | 20,000 15,000 | (30,000) | 25,000
In the year 1, a donation of Rs. 10,000 given to a public school and in year 2, a life insurance

premium of Rs. 5,000 paid on the policy of executive director was charged before determining the
aforesaid iosses.

Required: Taxable income of the confpany giving explanation where necessary. i [3+3]
- 13. SPECIAL PROVISIONS FOR INDIVIDUALS; ENTITIES AND .~ -

" RETIREMENT SAVINGS. =~

"An assessee is not only liable in respect of his own income for tax purpose but his liability may
extend to some other income also.” Comment on this statement. [6]

2. 2066 Q.No.10a

*The incidence of income tax depends upon the residential status of an assessee.” Discuss fully. [8]

14. TAXADMINISTRATION ~~~ * - =
|

“Income Tax Act 2058 has given a lot of diséretionary powers to Tax officer.” Show your.
acquaintance with relevant provisions of the act. Also suggest some effective measures how these

power exercise could be minimized. s ) [10+6]
15. OFFICIAL DOCUMENTA "()Ng RECORD-KEEPINGAN i QBMATIONj_-
o SCOLLECTION: %3 b et i g T An

N/A ;

16. RETURNS OF INCOME AND ASSESSMENT . -

{i. 2067 Q.No. 2 (Old| = J &
Stating the meaning of ‘Jeopardy Assessment’ of tax. Explain the various circumstances when such

assessment is done. 8]
_

Describe the various methods of tax assessment. In what circumstances a tax officer adopts Jopardy

Method of tax assessment. [10]
' :

"Effectiveness of ‘Self-assessment’ of tax largely depends upon, the tax consciousness on the part of

people.” Elucidate. ; 6]

:
"Self assessment of tax is effective only in advanced countries.” Explain. Also state some measures -
that help to make the self-assessment systems effective in Nepal. . [343]
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3 Q.No. 4
Explain the term ‘Jeopardy Assessment according to Income Tax Act 2058, Also state the conditions
mentioned in the Act where Jeopardy Assessment could be applied. [2+4]
2 Q.No. )
Selfassessmenl is the best method ever exercised to collect tax :f itis assed rightly.” Comment. [6]
1 Q.No.
*Inclusion of seff assessment pravrslon in tax law could be the most effective tax poln':y, provided that
the tax payer cooperate with it full." comment [6]
Q.No. 2
Conceallngmemcomebyanassessee is one of the possibledefectsofselfassassmtax
system.' Comment. - [6]
9. 2059 Q.No. 1
-Tax authorities generally do not prefer to use best judgment assessment of tax, however, under

certain circumstances they are oompelled to'do so.' Justify. Also state the circumstances why such
assessmentis done? ; 6]

0. 2058 Q.No, 10 '
Explain briefly the different basis of assessing the tax as laid down in Nepal Income Tax Act. [8]
1. 2058 Q.No. S

Stating the meaning of 'Reassessment of tax' explain the various clrcumstames why such
reassessment)Sdone? [ |

17. COLLECT‘!ON OF TAX, REMISSION AND REFUND

What do you understand by "Payment of Income Tax by Instailmems"‘ State the provision of the Act
relating to payment of tax by installment. [2+4]
'Amourrt of tax once paid is, never refunded Do you agree with this statement. Describe the
conditions under which a claim for refund of tax may arise. © . . [3+3]

i

i

%

18. ADMINISTRATIVE REVIEWAND APPEAL -~ .- - . =

N/A
19. PENAL PROVISIONS -

NIA
20. TAX PLANNING

'
'Effacﬁve |mpiementaﬂon of all provisions of tax law is difficult in underdeveioped country line Nepal.
Do you ag ree with this statement? Discuss. [10]

Briefly descnbe the scope of long term tax planning under Income Tax Act, 2058. 8]
B._2070 Q.No. 9b OR|
Describe the soope of strategic and operational tax planning under Income Tax Act, 2058.

"Tax plannmg is a scheme whereby the lax payer makes use of all the concessms and exemptions
available to him in tax law at time". Discuss the statement in the light of various business
concessions and exemptions given in Income Tax Act, 2058. [16]
. .
*With proper tax planning, an assessee can reducehis tax liabilities." Discuss. [10]
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5. 2068 Q.No. 10 . :
Tax planning is a scheme whereby a taxpayer can manage his cash outflow properly. Describe this
statement in the light of selecting industrial setup. = [15]

. 2068 Oid Q.No. 9 .
Tax Planning is neither tax avoidance nor tax evasion. It is done in legal and moral backing to
minimize tax burden in future using rebate and concession avaitable in the tax law. Comment  [16]

8. 2067 Q.No. S : o . :

"Tax planning is a scheme where an assessee uses all the concessions available in the tax laws for

minimizing the tax burden.” On the light of the above statement describe the areas of long term tax

planning under Income Tax Act, 2058. [15]

B.. 2067 Q.No. 9 (Old| .

Tax planning is a scheme whereby an assessee cén manage his cash out flow properly. Do you

agree with this statement? Explain this statement in the light of short-term tax planning. [16]
0. 2066 Q.No.2| . .

Distinguish between 'tax planning' and 'tax evasion’. Do you agree with the view that tax evasion

takes place on account of high rate of tax? Discuss. [6]
1. 2066 Q.Nu. 2 OR :

"Tax planning should not invalve the use of colourful devices for deducting fax liability." Discuss.  [6]
2. 2065 Q.No. . ' - ’

As per the provision made in IT Act 2058, the scope of tax planning can broadly be divided in two

heads. Explain the areas jn which the long term tax planning can be made. [16]
3. 2064 Q.No. 2 OR ‘

"Tax planning and tax evasion both reduce the tax liabilities.” Comment - [6]
4. 2063 Q.No.3 b . .

Write short notes with example where necessary: Tax evasion
5. 2060 Q.No. 10 &

A successful tax planner should employ its expenditure scheme in such a way that both employer
and employee would be benefited, Justify this statement in the light of salaried person citing at least
two examples. R

[16. 2059 Q.No.2 OR | :
‘With proper tax planning an assesses can reduce his tax liability. * Explain this statement from the
point of view of a salaries person. . . [6]
7. 2059 Q.No. 1 '
“Tex planning is a scheme whereby the tax payer makes use of 4ll the concessions available in tax
laws at a time.” Discuss the above statement in the light of various concession given in the Industrial
Enterprise Act, 2049, - [18]
8. 2058 Q.No. 1 :
"Promotion of industries in undeveloped areas may be the outcome of tax planning a scheme
extended by the government.” Explain the statement on the light of various concessions that are
available in the Industrial Enterprise Act, 2059. . - [8]
9. 2058 Q.No. 10 3 ’ '
Explain in brief the basic philosophy of Tax planning.

I

'l 21. TAX PLANNING FOR VARIOUS PAYMENTS AND ACTIVITIES |

A. DEIATION

THEORETICAL Q'un:s'noxs

._-2068 Old Q.No. 103
‘Through proper fax planning scheme an assesse can reduce his tax liability.' Explain this statement
in the light of acquisition of depreciable assets. - [4-+4]

=3
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2. 2065 Q.No. 1 2
*Block based depreciation system is one of the features of IT Act 2058." On the basis of the above
statement explain in brief the provisions stated in the Act regarding tangible and intangible assets. [3+3]
NUMERICAL PROBLEMS ’ .
a. Acempany is planning to invest a capital outlay of Rs. 3,000,000 is an industry of special nature.

/

The company expecis the following profit before tax and considering transportation cost
Year 1 2 3 4 5 .
Profitfioss (Rs.) 1,000,000 | 1,500,000 | 1,200,000 | 1,400,000 | 1,800,000
Sales unit 10,000 12,000 11,000 13000 |, 15,000

There Is no restriction by the Government of Nepal to setup such industry anywhere. However *
considering the concession and rebate provided by the Income Tex Act, the company
considered Kathmandu, undeveloped zone and highly undeveloped zone as the three major
locations. Kathmandu would be the major market of the product. Other details are as follows:

Locations = 8 Kathmandu Undeveloped zone i ev:‘g:gd ik

Transportation cost: A

Finished goods “Nil Rs. 20/unit Rs. 30 Junit
Raw materials: -

Local collection . Rs: 10/unit Rs. 3funit Rs. 1/unit

Surrounding districts Rs. 12/unit Rs. 8lunit. Rs.5/unit
Raw materials
(Locally available) 30% 40% 50% -

Required: As a tax planner where would you recommend to established the industry and why?[&j
b. A company limited needs Rs.2,000,000 for its expansion. The financial manager developed the
following alternatives of capital structure to raise the required fund.

Sources of capital Plan - 1 Plan-2 Plan 3
Equity capital ] 50% 50% Nil
10% Debenture 50% Nil 50%
24% Private loan Nil 50% 50%
Total 100% 100% 100%

The company expects Rs. 4,000 profit per day before considering tax and financing scheme

expenses. Curent loss of the business is Rs. 1,000 per day. The dealer of the plant agreed to

grant 30 days credit subject to within the credit period. Flotation cost is 2% for share and

debenture. Experience shows that the fund can be collected in 80 days by issuing share and 30

days issuing debenture. However, the private loan can be obtained within 4 days. As the piant is

locally available, it can be installed and put into operation within the 15 days. -

Required: ) /

@ Calculate earning after tax of each alternative structure '

@ Suggest appropriate capital structure to the management. [6+1]
A company, purchased 2 machine costing Rs. 180,000 inciuding transportation and instaliation cost
of Rs. 20,000 for its expansipn programme. The company's practice was to use accelerated
depreciation method to charge depreciation with Rs. 10,800 as salvage value. The annual fate of
depreciation will be as follows:

Year 1s 2 3 4 5
-Rate of depreciation 20% 32% 19% 12% 11%
-~ After the installation of this machine the production capacity would increase by 30%. The company
expects the annual profit before tax and depreciation for the next 5 years are:
Year o ;2 <23 4 5
GFBDT 150,000 200,000 250,000 200,000 200,000
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Nepal Income Tax -Act has accepted only two methods of depreciation straight line method and

diminishing balance method... fo charge depreciation. Thus, the method suggested above is.

rejected. : -

The government of Nepal notified recently that a 60% rebate for the first 2 years and 20% for the

remaining period to such group of industry. The applicable tax rate is 20%.

Required: (a) Amount of tax payable each year. (b) Suggest the method of charging depreciation
from the viewpoint of tax planning and why? (Use 20% rate for charging depreciation) 18]

B. SELF-EMPLOYMENT

~ NIA

C. CAPITAL STRUCTURE

- .

‘Director of Delta Company Limited proposed- a new strategic business unit to enhance the eaming

capacity in the future. Mr. Agrawal, a tax consultant advised him to consider tax factor while selecting

the nature of business. Considering the tax concession and rebate the" director proposed two

alternative business le. to operate a trading house or to establish a manufacturing unit. Both

proposals yields same amount of assessable income before considering tax and depreciation

" -amounting to Rs. 2,200,000 per year. Total investment on fixed assets will be needed Rs. 5,000,000;
which will be allocated under different assets blocks (for both alternatives) as; '

Block-B ‘Rs. 1,000,000

Block-D Rs. 4,000,000

Required:
Make an analysis considering tax factor and suggest to the director which business is more
appropriate to the Delta Company. [4]
R .
A company required Rs. 2,000,000 addifional capital for expansion purpose. The company is
~ currently incurring a loss of Rs. 1,000 per day. The company has expected a net income of Rs. 4,000
per day before considering financing scheme expenses. The financial manager proposed the
following alternatives to raise required capital: ]
Alt. 1, 100% through equity capital.
Alt. 2. 50% through equity and 50% through 10% debentures.
Alt. 3. 50% through 10% debentures and 50% through 14% bank loan.

' Flotation cost of 3% will incurred for issuing share and debentures, however the bank will charge 2%
commission. Experience shows that the fund will be obtained within 60 days by issuing share capital
and 30 days for issuing debentures. The bank loan will be availed in 15 days of application. The
period of expansion is expected 20 days. The corporate fax rate is 20% and operating days in ayear
is assumed 360. | - 1 \

Required: As a tax planner suggest which altemnative is preferable on the basis of EAT,

: -
An industrial company limited is planning its expansion to meet the increasing demand of the market,
The estimated net cash outlay of the proposalis'Rs.2,000,000. It is expected that the new expansion
will generate Rs.5,000 net income per day before adjustment of financing scheme cost. The

~ company currently incurring a net loss of Rs.1,000 per day. The financial manager developed and
approved the following financing alternative schemes:
Alt. 1. 100% through raising equity capital.
Alt 2. 50% through raising equity capital and balance by issuing 8% debenture.
Ait3.  50% through issuing 8% depenture and balance from 12% bank loan.
It is estimated that the required fund will be collected in 80 days, 30 days and.15 days
respectively from issuing equity share capital, debenture and bank loan. The extension work
would be completed within 15 days.
Required: © EAT of each altemative
@ Recommendation of best alternative [6+1=7]
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A company requires Rs.1,500,000 capital outlay for its expansion purpose Company's advisor has
suggested the following four alternatives.

Alternative 1 | Alternative 2 | Alternative 3 | Alternative 4
Share capital 1,500,000 700,000 500,000 -
8% Debenture - 800,000 500,000 -
15% Bank loan - — 500,000 800,000
25% Private loan - - - 700,000
Total 1,500,000 1,600,000 | 1,500,000 1,500,000

After expansion the company will eam a net income_of Rs.5,000 per day, before charging interest,
fiotation cost and brokerage charge. It takes only 15 days o complete extension work. The flotation
cost is 1% for both new share and debenture. However, the company has to incur 2% as brokerage
charge to obtain loan from bank. Normally it takes two months to avail capital by issuing new shares
and one month by issuing debenture. Loan can be obtained from bank within 15 days, whereas, it
takes only five days to obtain it from private lenders. At present the company is incurring a loss of
Rs.1,500 per day. The corporate tax rate is 20%. Assume 360 days a year.

Required: Which altamahve is preferable and why?

E: 2068 Q.No. 100ri

[3*31

XYZ Company Limited needs Rs.1,500,000 capital outlay for its future expansion programme. The
company has the following financing plans to manage required capital.

Plan 1: 100% equity financing

Plan 2: | 50% equity and rest 10% debenture financing

Plan 3: 50% debenture and rest 12% bank loan financing
Further information:

Bank loan could be available within 20 days - whereas it takes two months and one month by i lssulng
share and debentures respectively.

It is expected that expansion work is completed within 25 days.

The company's expected income before interest, percent loss, brokerage commission is Rs. 3 500
per day.

Flotation cost for both i ossumg shares and debenture is 1.5% and brokerage charge to obtain bank
loan is 2% (assumed revenue cost).

o Present loss suffered by the company is Rs.500 per day.
= company falls under special group with the assets users block - D.
e Out of total capital 20% s used for working capital. :
e The supplier of block- D asset allowed credit for 25 days. It is also assumed that the supplier of
material labour and other expenses are required to pay after 25 days.
o Assumed 360 days in ayear. .
- Required: You, as a tax planner, suggest the management which financing plan is the best.
A company requsres Rs.1,500,000 caprtal outlay for ifs expansion program under black 'D' assets.
The company has the following three_alternatives financial plans o raise the capital.
Sources of Capital Alternative 1 (Rs.) | Alternative 2(Rs.) | Alternative 3 (Rs.)
Share capital @ Rs. 100 each 1,500,000 1,000,000 -
10% Debentures - 50,000 750,000
15% Term loan - - 750,000
Total (Rs.) 1,500,000 . 1,500,000 1,500,000

The company has expected a profit of Rs.4,000 per day before charging interest, depreciation, other
related expenses and tax. At present the company is suffering from a less of Rs. 1,500. per day.
Normally, it takes 45 day to avail capital by floating new shares and one month by issuing
debentures. Term loan can be borrowed from a bank within 20 days. Flotation costs for both issuing
shares and debenture is 1.5% whereas brokerage and commission dzargetoobtam term loan from
bank is 2%.
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It is expected that it takes only 15 days to complete the expansion work. The company falls under
special group. Assume 360 days in a year and all the flotation costs are of revenue nature.
Required: As a tax planner, suggest the management which altematwe is the best one. [6]

[7. 2067 Q.No. 8 (Old| -

An industrial company required additional capital of Rs. 1,200,000 for |ts expansm programme. “The
four alternatives pians offered by its finance department are as follows:

Alt. 1: 100% through equity capital.

. Alt. 2: 50% through equity and rest from debenture.
Alt. 3: 50% through debenture and rest from bank loan.

Alt. 4: 100% through private loan.

Evidence shows that equity capital could be collected within 60 days arid debenture in 30 days. Bank
loan could be collected within 10 days and private loan in 5 days. The rate of interest of debenture,
- bank loan and private loan are 10%; 14% and 20% respectively. The supplier of machine agreed to
grant 20 days credit subject to payment within the credit period. Fund cost of issuing share and

debentura is 3% and 2% respeciively.

Similarly commission on bank loan is 2%. Extension work will be completed within 15 days and
“would generate Rs. 7,000 profit per day before charging tax, depreciation, interest and issuance cost
after completion of extension work. At present the company is suffering Rs. 1,000 loss per day. Out
of the total capital 25% is required.for working capital and rest on machinery. _
Requ[red As a tax planner recommend the best alternative.

2067 Q.No. 90R &

6]

ABC manufacturing company is planning to purchase a plant to extend its aclmtles for which it need
Rs.1,000,000 additional capital. The finance managar of the company has developed the following

financial plan. -
Sounds of capital Plan-l Plan-l Plan-lil
Equity capital . 100% 50% =t
14% Debenture - 50% « 50%
24% Term loan 50%

- The company expects Rs.6,000 profit per day before charging lrrterest. tax and other financing
scheme expenses. The curent loss suffered by the company is Rs.1,000 per day. The following

details are given.
i Equity share Debenture Term loan
Collection period 60 days 30 days 10 days
‘|_Flotation 2% 2% 3%

The supplier of the machine has agreed to extend 30 days credit subject to payment within the credit

period. The extension work would be completed within 15 days.

Required: As a tax planner suggest which pian is preferable from the view of tax planning. - M

9. 2066 Q.No. 6

A Ltd. Co. estimated a capital outlay of Rs. 2,000,000 for its expansion programme. Company’s
advisor has suggested the following three alternatives: :

Alternative 1 | Alternative2 | Alternative 3
(Rs.) . (Rs.) (Rs.)
Equity shares 2,000,000 1,000,000 =5
8% Debenture — 1,000,000 1,000,000
15% Bank Joan - - 1,000,000
Total (Rs.} 2,000,000 2,000,000 2,000,000

The company expects an income of Rs, 5,000 per day before charging interest, depreciation and
fiotation cost from this expansion programme. I takes only 25 days to complete extension work. The
flotation cost is 2% for both new share and debenture.
Normally, it.takes two months to avail fund by issuing share and-one month by issuing debenture
whereas loan from bank can be obtained within 15 days.
At present the company is bearing a loss of Rs. 3,000 per day. 50% cf the collected fund will be used

to purchase a plant under Pool 'D".

Being an industry, the corporate tax rate is 20%. .
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Assume 360 days in a year and flotation cost as revenue expenditure.
Required As a tax planner, suggest which alternative is preferable. [6]

A Company requires Rs 1,000,000 capital outlay for ifs expansion purpose. The company has the
following three altenatives to raise the capital.

Alternative 1 Alternative 2 Altemaﬁve 3
Share capital 1,000,000 500,000 -
8% Debenture = 500,000 500,000
14% Bank loan A - 500,000
Total (Rs.) 1,000,000 1,000,000 1,000,000

The company has expe&ed a profit of Rs.3,000 per day before charging interest, tax depreciation
and other related expenses. At present the company is incurring a loss of Rs.|,000 per day. Normally,
it takes 2 months to avail capital by floating new shares and one month by issuing debenture. Loan

can be obtained from bank within 15 days. Flotation cost for both issuing share and debentureis 1% ..

whereas brokerage charge to obtain bank loan is 2%.
" Itis expected that it takes only 20 days to complete extension work. The company falls under special

group. Assume 360 days a year and all the flotafion costs of revenue nature.

Requlred As a tax planner, suggést the management which alternative is the best. 16
A g_ny has the following three ailematw% to avall funds for its expansion activity.
Alternative 1 Alternative 2 Aﬂmahva 3
Equity 500,000
+ | 7% Debenture ‘500,000 500,000 500,000

14% Bank loan - 300,000 400,000
18% Private loan - 200,000 100,000
Total fund required 1000000 1,000,000 | “1,000,000

. The company's management has expected a profit of Rs. 5,000 per day before charging funding
\cost interest, and depreciation from this new scheme. Profit could be earned form the date of its
commercial production. It takes 230 days to complete the extension work for ifs commercial
operation. At present the company is bearing a loss of Rs. 2,000 per day. i
The plant is available with a local dealer-at 60 days ‘net’ credit term. Company met this obligation
within the due period.

" Accounts depariment of the company made the following comments in connection fo availing the fund.

Source Time lag Funding cost (Revenue)
Shares issue 1% month s - 2%
Debenture issue 1 month - 2%
Commercial banks 15 days 3%
Private loan 5 days 1%

Company falls under 'special industry’ with the assets under 'Pool D', Assume 360 days a year and
accounts are closed at Asahdh each year. :

Required: Suggest the management which alternative is the best one from the point of view of a tax
planner‘-" [5+1]

. 2063 Q.No. 8

A Ltd. Company intends to invest Rs. 2,000,000 on its expansion programme. The company wants o
raise capital by using the following alternative capital structure.

Alternatives 1 2 . 3
Equity capital 1,500,000 1,000,000 1,000,000
10% term loan - 1,000,000 500,000
15% private loan 500,000 - 500,000
2,000,000 2,000,000 2,000,000

The company’s anficipated average rate of retum on its capital employed before charging interest
and depreciation is 35%. This company: falls under special group: :

' Required:

Appropriate capital structure for investment. Give Y our decision from income Tax point of view. [5+1]
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A company requires Rs. 1,000,000 capital outlay for its expansion purpose Company's advisor has

_suggested the following four alteratives.
Alternative 1 Altematwe 2 Alternative 3 Alternative 4
Share capital 1,000,000 500,000 200,000 -
7% Debenture - 500,000 500,000 -
18% Bank loan = - 300,000 500,000
20% Private loan - - - 500,000
Total fund 1,000,000 1,000,000 1,000,000 1,000,000

After expansion, the company has expected a profit of Rs. 7,000 per day before charging interest,
flotation cost: of brokerage charge. It takes only 20 days to complete extension work. The flotation
cost is 2% for both new share and debenture. However, the company has to incur 1% as brokerage
charge to obtain loan from bank. Normally it takes fwo and half months to avail capital by issuing new
shares and one month by issuing debenture, loan from bank can be obtained from bank within 10
days, where as, it takes 4 days fo obtain if from private lenders. At present the company is bearing a
loss of Rs.2,500 per day. The corporate tax rate is 20%. AssumeSSOdaysm ayear.
Required: Suggest which alternative is preferable.

4. 2061 Q.No.10 b

[

A company has the following form alternatives capzta! structure to avail funds for its expansion

_programme.
Alternative 1 Alternative 2 | Alternative 3 Alternative 4
Equity 1,000,000 600,000 ’ - -
9% Debenture v 400,000 500,000 -
‘| 12% Bank loan - - 500,000 600,000
20% Private loan - - - " 400,000
Total fund 1,000,000 1,000,000 1,000,000 1,000,000

The company has expects a profit of Rs. 6,000 per day before charging interest and depreciation

from the present scheme. At present the firm is bearing a loss of Rs. 2,000 per day. The new assets
falls under group D. Profit cotild be reaped from the date of its commercial operation.
The dealer has agreed to supply the plant on 60 days credit subject to payment is made within credit
period. Installation work would be completed in 30 days for its commercial operation. Assume that

the supplier is paid within the credit period.

The Account Department informed that is takes normally one and half months to avail fund either by
issuing share or debenture whereas it takes 15 days and 7 days only to obtain fund from bank and or
private moneylenders respectively.

The corporate tax rate is 20%. Assume 360 days in a year. .

.

Required: Suggest the managemént which altemative is the best one from the point of view of a tax
8]

A Company estimated a capital outlay of Rs. 1,000,000 for its expansion programme. Company's
advisor has suggested the following four alternatives.

planner.

5. 2060 Q.No.10b

Alternate 1 Alternate 2 Alternate 3 Alternate 4
Share capital Rs. 1,000,000 500,000 - - | 400,000 —
7% Debenture — 500,000 400,000 1 —
15% Term loan - - 200,000 500,000
24% Private loan — - — 500,000
Total 1,000,000 1,000,000 1,000,000 1,000,000

The company expects a net income of Rs. 4,000; before charging interest and the cost of financing
expenses scheme, a day from this expansion programme from the date of its commercial operation.
‘The dealer agreed to extend 60 days credit to supply the machine subject to payment is made within
the credit period. At present the company is incurring a loss of Rs. 1000 -a day. Experience shows
that it takes normally one and half months to obtain fund either from issuing share or debentures,
whereas it takes 15 days and 5 days fo avail funds from bank or private money lender respectively.
Extension works would be completed within 15 days for its commercial production. Loan will be
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refired on the very day of operation. Company incurred 2% scheme expenses (assume revenue) to
raise funds from share and debenture. '
The corporate tax rate is 20%. Assume 360 days a year. .
Required: Which alternative is preferable and why? [8]
A company needs of Rs. 1,000,000 capital fund for its expansion purpose. The company wants to
carryout the programme immediately in the following fiscal year. The anticipated net income, before
charging- inferest, tax another related expenses, of Rs. 2,000 per day since the complefion of
extended work. The company has the following alternative at present: '
Al 1: Issuing equity shares .
Alt, 2: Issuing 12% Debentures.
Alt. 3: Loan from financial institution at 18% p.a. interest
Company must incur 3% flotation cost on the issue of both share capital as well as Debenture. Bank
charges 3% commission on loan. Inspite of the financial advisor advice to obtain loan by issuing
debenture, the management decided to avail the fund from financial institution on the ground that
‘earliest the fund earliest, the operation.' Evidence shows that bank loan could be valid on the 15t
day since the date of application whereas it takes 2 months and 1 month by issuing shares and de
debentures respectively. At present the-company is incurring a loss of Rs. 1,000 per day. As the new
machine is available locally, it could be installed and put into operation from the 159 days of the
availability of the fund. Assume 360 days, average in a year and corporate tax rate is 20% and
current extension increases only 20% in the production capacity
Required: As a tax planner, which alterative is preferable to the company and why? (lgnore
depreciation of the assets) . [6]

D. LOCATION OF INDUSTRIAL SETUP

[._2071 Q.No. 9 OR (b}
A company contemplates to invest capital outlay of Rs. 2,500,000 in a special industry. For it the
management has developed a five years plan. The net profit before considering transportation and

tax is expected as follows:
Years: T 2 3 4 > 5
PBIT (Rs.) 500,000 600,000 700,000 800,000 800,000

There is no restriction to establish the factory anywhere; however it is relevant o consider the tax
factor while selecting location for such industry. The company is considering three alternafive
location to set-up the factory i.e. Kathmandu, Mustang (highly undeveloped area) and Guimi
(undeveloped area). e :

Kathmandu would be the major market of the finished product, whereas raw materials of the product
will be locally available. In first year the total transportation cost of finished goods to Kathmandu will
be Rs. 150,000 and Rs. 50,000 from Mustang and Guimi respectively. It is expected that the
transportation cost of finished goods will be increased by 10% every year as compared to preceeding

year. :
Required: On the basis of an analysis, suggest the company which location is suitable to establish
© - the factory. : [4+8=15]
:
An industry is planning fo invest Rs.5,000,000 in a herbs processing factory. The expected net
income before considering transportafion and tax for the five years period are:

Years: 1 2 B 3 4 5
PBTT: (Rs) 800,000 1,200,000 1,300,000 1,400,000 1,600,000
The management is considering various alternative locations to install the factory. The cost benefit
analysis has been. made logical ground and also considering tax rebates an concessions as per
Income Tax Act, 2058. ) .
“1. Darchula (Highly undeveloped zone)
2. Taplejung (Undeveloped zone)
3. Pala (Underdeveloped zone)
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Raw materials are locally available. The major market for the finished product would be Kathmandu.

Expected transportation cost of finished goods to Kathmandu would be Rs.200,000; Rs.150,000 and

Rs.50,000 from Darchula, Taplejung and Palpa respectively for the year 1. These expemms are

- expected to increase by Rs.10,000 per year.

Required: As a tax planner, recommend the best alternative to locate such factory. B
;

A Ltd Company conlemplates to invest a capual outlay of Rs.20,00,000 in a Herbs processing

factory. The company anticipates the following profit before depreciation, transportation and tax. ’
Years: 1 2 .3 5 [
Profit Rs. 400,000 500,000 400,000 |. 700,000 800,000

Though there is no restriction from the government fo establish factory anywhere however, the

Income Tax Act, 2058 has provided following rebates for location at different places. -

(a)* No rebate if the factory is established at Kathmandu Valley.

(b) 20% rebate if it is established at under developed region.

(c) 25% rebate if it is established at undeveloped region.

(d) 30% rebate ifitis established at remate region.

For this purpose, company has selected four different location VIZ. Kathmandu. Nuwakot (under

developed), Sindhupalchok {undeveloped) and Ramechhap (remote). The company would Tike fo fix

a single price for its product. The major market of this product would be Kathmandu, whereas raw

materials of the product will be available locally everywhere. The cost of transportation of finished

product to Kathmandu would be Rs.3,000; Rs.3,500 an Rs.5,000 per truck from Nuwakot,

Smdhupa]chuk and Ramechhap areas respeciively. The budgeted production and sale<of the

company is 50,000 boftles of finished goods per year i.e. 20 trucks of 2500 bottles each. The

company intends to invest 50% out of the total capital outlay in aoqmnng the required machineries

(Assets under block 'D').

Required:

As a tax planner, where would you recommend to establish the factory? ) [6]
'

Mr. Y is interested to invest his capital on his own business. He s in confusion whether to establish

sole trading concern or private company under Company Act 2063. From both business transaction

he i¢ expected to eam net assessable income of Rs.300,000 per annum. He is also planning his

retirement scheme, for the purpose he wanted to confribute Rs.30,000 to Citizen Investment Trust

(CIT).

Required: You, as a tax planer, suggest him which business he has to establish with supporting

calculations from the view point of minimizing tax liabilities.

/5. 2068 Q.No. 10 orb|
A company s interested to invest a capital outiay of Rs 6,000,000 in an industry of special nature.
The company expects the following profit before transportation cost and corporate tax.
Year 1 2- 3 4 5
PBTCT (Rs.) 800,000 1,000,000 | 1,200,000 { 1,400,000 | 1,600,000
There is no restriction from the government to establish the factory any where however, the income
tax act 2058 has provided the following concessions for location at dlfferent places. There are three
altematives location viz. Kathmandu, Baglung and Dang. -
a.  No tax rebate will be allowed if factory is located at Kathmandu.
b. 30% tax rebate if located at Baglung.
c. 25% tax rebate if located at Dang.
The company would like to fix a single price for its product. The major market of the finished product
would be Kathmandu. All the raw materials are available locally.
The budgeted production and sales of the factory is 30,000 units in the first year however there will
be a 10% increase in production and sales per year respectively as compared to the preceding year
in order fo meet the targeted demand of the market. The transportation cost of finished product to
Kathmandu would be Rs.5 and Rs.10 respectively from Baglung and Dang.
Required: As a tax planner where would you recommend to establish the factory and why?[7 +8 = 15]

e al
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/6. 2068 OId Q.No. 100

An industrial company is intended to invest in a herbal processing factory. The intial investment is

expected to be Rs.2,000,000 out of which 50% will be invested in_plant. The Income Tax Act has

provided several rebates and concessions fo the industry established in backward areas. Keeping

this point of view, the management of the company listed out three places as alternative locations to

set up the factory. ’

® 30% rebates in tax if located in Darchula.

 25% rebates in tex if located in Panchthar.

o No tax rebate if located in Kathmandu.

Expected annual production of the factory is 50,000 units and one units of finished product would

require 3 kg. of input material. One half of the finished product will be supplied to Kathmandu and
remaining in the major cities of the country. Transportahons cost of finished product and raw

materials are as follows.

If the factory will be located in Darchula:

*  90% input will be available locally and remaining will be collected from surround:ng districts.

«  Transportation cost of input from surrounding districts will be Re.1 per kg.

° Transponatlon cost of finished goods to Kathmandu will be Rs. 6 per unit and it will be Rs. 4 per
units to other cities.

If the factory will be located in Panchathar:

e 30% input will be available locally and remaining will be collected from surrounding districts.

- »  Transportation cost of input from surrounding districts will be Re.0.75 per kg.

« Transportation cqst of finished goods to Kathmandu will be Rs. 5 per unit and it will be Rs. 3 per
unit to other cities.

If the factory will be located in Kathmandu:

e No input will be locally available.

o Transportation cost of materials will be Re.1.5 per kg.

» Transportation cost of finished product to other cities will be Rs. 2 per unit.

The Company anticipates the following profit before tax, deprecaauon and transportation cost:

Year 1 2 3 4 5
Profit (Rs.) 500,000 700,000 800,000 700,000 500,000
Required: As a tax planner, which alternatives is the best? [8]

Mr. Khanal has two business proposals:

One is formation of sole proprietorship firm and another is a private company under Company Act,
2063. The net assessable income ffom both activities will be same L.e. Rs.485,000. He has a plan fo
buy a life insurance policy &t an annual premium of Rs.22,000. He has also contributed Rs.35,000 to
CIT.

Required: As a tax planner which business do you suggest from the view point of minimizing tax
liability if the required investment for both activities will be same [B+4=10]

|8._ 2087 Q.No.30R b

A special industry is planning to invest a capital outlay of Rs.2,000,000. The company expects the
following profit before tax and transportation expenses.

Year 1 Z . 3 < - D
PBIT (Rs.) 800,000 900,000 1,100,000 1,200,000 1,400,000
For this purpose the company has selected three various places such as Kathmandu, Ramechhap
and Parbat. Kathmandu is the major market of the finished goods. The 50% of required raw materiais
are avail able locally in every location. The other details of selected locations are as follows:

Locations Kathmandu Ramechhap Parbat
Transporation cost of ﬁmshed Nil @ Rs.3/unit @ Rs.2/unit
goods .
Transportation cost of raw materials| @Rs4 @ Rs.0.50 @Rs.0.75
for one unit of production
Tax rebate Nil 50% 30%

Theexpecledproduchonandsal%formenéxtﬁyearsareasgwen
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Year

1 2 3 4 b
Qutput (Units) - 100,000 110,000 120,000 125,000 140,000
ired As a tax planner whe(e would you recommend to locate thie factory showing the details
18]
LW

ABC Company limited wans to invest a total capital of Rs. 5,000,000 in a jam 1nduslry Out of total
capital 40% will bg invested in working capital and rest for plant& machmery The company expecis
the fo!lqmng profits before depreciation, transportation cost and tax.
Year . ¢ 2 3 4 5
Profit(Rs.) - ‘s &00,000 900,000 10.00,000 11,00,000 12,00,000
The.comparty has considered Kathmandu, Dolakha and Mustang, the three altemnative locations to
install the indastry. -
Income Tax Act has provided the following rebates on tax for different places.
i. Norebate on tax will be allowed if it is located at Kathmandu. -
ii. 20% rebate on fax will be allowed if it is located at Dolakha. |
iii. 30% rebate on tax will b e allowed if the industry is located at Mustang. '
Kathmandu is the main market of the finished product (jam). The anticipated producnon and sales of
industry is 3,000 kg (jam). In Dolkha and Mustang raw material will be available locally whereas for
Kathmandu it will coliect from different areas of the country. On an average the transportation cost of
fruits (inputs) to kathmandu will be Rs."10 per kg. On an average 2 kg fruits is required to make 1 kg
of finished product (jam). The transportation cost of finished product from Dolakha and Mustang to:
Kathmandu will be Rs. 3 and Rs. 6 per kg respectively.
]

Required: As a tax planner, where would you recommend to loczie the industry?
A Ltd. Company wants to invest a capital outlay of Rs. 5,000,000 in a Juice Factory The company

0. 2066 Q.No. 10b

ex thefollomng profit before lranspoﬂatlon and income tax:
Year 2 3 4
|_Profit (Rs.) 1,000.000 1,200,000 1,400,000 1,500,000

There is no restriction from the government to establish the factory anywhere however, there are
three alternative locations for the company viz. Nepalgung, Surkhet and Salyan. The Income Tax
Act, 2058, has provided following concession for location at different places.

i Norebate will be allowed if factory is located at Nepalgunj.

ii. 20% rebate if established at Surkhet. -

iii.. 25% rebate if established at Salyan.

The company would like to fixed single price for its product. The mejor market of the finished product
will be Nepalgunj whereas all the required raw materigls are locally available. The budgeted
production and sales of the factory is 25,000 bottles of 750ml. each in first year however, there will
be at 10% increase in production and sales per year respectively as compared fo the preceding year.
Per bottle transportation cost of finished goods fo Nepalgunj would be Rs. 10 and Rs. 5 respectively
from Salyan and Surkhet.

Requlrad As a tax planner, where would you recommend to establish the factory and why? [8]
XYZ Company Ltd., wants to invest a total capital of Rs.4,000,000 in a shoe factory. Out of total
capital 30% will be invested in working capital and rest is for plant and machinery.

The company expecis the following profit before depreciation, transportation cost and tax.

Year 1 2 3 4 5

Profit (Rs.) 800,000 | 950,000 | 1,200,000 | 1,100,000 | 1,300,000

The company has considered Kathmandu, Khotang and Kalikot, the three altemative locations to
- nstall the factory. IT Act has provided the following rebates for different places.
i.  No rebate on tax will be allowed if it Is located at Kathmandu.
- ii. 25% rebate on tax will be allowed if it is located at Khotang.

iil. 30% rebate on tax will be provided if the factory is located at Kalikot.

Kathmandu is the major market of the finished goods. The anticipatéd production and sales of factory
is 10,000 pairs of different size of shoes per year. In Khotang and Kalikot raw materials will be
available locally where as for Kathmandu it will be collected from surrounding districts. Average



A company is considering invesi

outlay of Rs. 3,000,000 where R

.
- A Ltd Company is considering to invest a capital outlay of Rs. 2
Industry. The company has preferred either Pyuthan or Gaighat fo ins
The company has anticipated the following profit before tax, d
e 1

respectively.
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transportation cost of leather (input) to Kathmandu will Rs.5 per square feet. On an average two
square feet of leather is required to make a pair of shoa imespective of their size. Transportation cost
of finished product from Khotang and Kalikot to Kathrandu will be Rs.20 and Rs.30 per pair

Required: As a fax planner, where would you recommend fo locate the factory?

lax.

[

ng in a textile industry. The project would require a total capital
s. 2,000,000 would be spent in acquiring the required plant and
machinery. The company expects the following incomes before depreciation, fransportation cost and

Year

1

2

3

1

: Income (Rs.)

1,000,000

1,200,000

1,400,000

1,200,000

1,00,000

The company has considered Nepalgunj and Biratnagar, two altemative locations, to install the plant.

Raw materials are available locally. Average transportation cost per truck to collect raw material
would be Rs. 3,000 in Nepalgun and Rs. 3,500 in Biratnagar. 50 frucks of raw materials would

require to produce budgeted production of 100,000 sq. meter cloths.

Kathmandu is the major market of this product. Government has not prohibited to locate factory
anywhere, however a rebate of 20% on tax has provided by the IT Act, 2058. Recently the
government has provided a further rebate of 12% and 10%, for the next five years, to all basis

industries located at western region and easter region respectively.

The transportation cost to Kathmandu from Nepalgunj and Biratnagar would be Rs: 20,000 and Rs.

16,000 per truck containing 10,000 sq. meter of cloth res

production as well as the sales targets during the year,

Required: As a tax planner,

tax rate is 20%.

SEs.

which alternative is the best from the point of view of tax? The corporate

pectively. Assuming the company met both

8]

,500,000 in an Iron and Steel

tall the factory.

lepreciation and transportation

Year

1

2

3

2

5

PBDT (Rs.)

800,000

700,000

900,000

1,000,000

700,000

Government has not put any restriction to located industry any where, however, Income Tax Act -

2058 provided the following rebates and concessions for location at different places.

a. A 20% rebate on tax is given if located at under developed region (Gaighat).
eveloped region. (Pyuthan)

b. A 25% rebafe on tax is given if located at underd
The company has promised the followi
needs 10,000 tons of one to run the

the years.

Further information: If the factory is located at Gaighat.

*  B0% ifputs are available local
*  Road will the means of trans

*  Average transportation cost

districts Rs. 30.
* Company could employ more than 600 direct labour from the third year only.
I factory is located at Pyuthan

70% inputs are available locally, and rest 30% would

port.

ng direct employment through out the year, The company.
factory at 90% level. Assume the company met this level over

ly. and rest 20% are supplied from neighbouring districts.

per ton would be: for locally collection Rs. 5 and from surrounding

*  Road will be the means of transport.
*  Average transportation.cost per ton would be: for local supply Rs. 5 and for surrounding districts
Rs. 25.. . ¢

*  Company provided a direct employm

the second year of establishment.

Required:

be collected from surrounding districts..

ent of more than 600 people throughout the year only from

As a tax planner, which altemative is the best from the point of view of tax? This assets falls under

group D. Assume that the corporate tax rate is 20%.




20-,

Question Bank for MBS Second Year

A Ltd Co. contemplatas to invest a capital outlay of Rs 3,000, 000n 2 carpet hctory The company
expects the following profit before depreciation, transportation and income fax.

Year 1 2 3 4 5
Profit (Rs.) 400,000 550,000 600,000 750,000 800,000

Government does not prohibit to locate factory anywhere however, the Income Tax Act, 2058 has

provided following tax rebates for location at different regions: g

a. No rebate if the factory is located at Kathmandu

b. 20% rebate if it is established at underdeveloped region.

c. 25% rebate if it is established at underdeveloped region.

d. "30% rebate if it is established at remote areas. i :
Kathmandu would be major market of finished product whereas raw materials of the product will be

available locally everywhere. The company would like to fix single price for its product. The cost of

transportation of finished product to Kathmandu would be Rs. 4,000; Rs. 6,000 and Rs. 6,500 per

500 square meter from underdeveloped are, undeveloped area and remote area respectively. The

- budgeted production and sale of the company is 10,000 sq. meter per year i.e. 20 trucks of 500 sq.

meter each. The company intends to invest 1/3 {one third) out of the total capital outiay in acquiring
the required plant and machinery (under group 'D' assets). .
Required: As a tax planner, where would you recommend to establish the factory and why? [6]

5. 2061 Q.No. 4

A Co. Lid wants to-invest a fotal capital of Rs. 1,000,000 in a shoe factory. The company expects the
following profits before depremahon transportation cosf and fax.

Year 2 3 4 5

Profit (Rs.) 150,000 200,000 300, 000_ 400,000 300,000

The company has considered Kathmandu, Dharan and Dailekh, the three allernative locations, to

install the factory.

Consider the following concession and rebﬁe as provided by the IT Act before installment of

machine: :

a. No rebate will be allowed if factory is located at Kathmandu. -

b. 10% rebate on tax will be allowed if it is located at any part of Tarai, and .

c. B0% rebate for first two years and 10% rebate for another 2 years, if it is located at hilly region.

Kathmandu is the major market of this product and hilly regions are the major suppliers of raw inputs.

Company's expected production and sales is 50,000 pairs of different sizes of shoes. On an average

two square feet of leather is required to make a pair of shoe irespective of their size. Assume that

the company achieved both production and sale target and there is not stock at the end.

Further information

Alt. No. 1: If factory is located at Kathmandu.

*  Allinputs will be supplied from hilly regions.

*  Road will be the means of transport

*  Average transportation cost per 10 sq. fi. of leather is Rs. 200

Alt. No. 2: If factory is located at Dharan

*  80% of inputs will be supplied from hilly regions and balance 20% are available locauy

*  Road will be the means of fransport.

*  Average transportation cost per 10 sq. ft. of leather is Rs. 2.00

*  Transportation cost of finished product to Kathmandu will be Rs. 0.50 per pair.

Alt. No 3: If factory is located at Dailekh

*  80% of raw inputs will be available locally, and balance 20% will-be supplied from Tarai.

*  Road will be the means of transport

*  Avérage cost of inputs collection from the surmundmg collection centers is Rs. 1.00 per 10 sq. ft.

*  Transportation cost of finished productto Kathmandu by road will be Rs. 1.00 per pair.

Required As a tax planner, which alternative is the best from the point of view of tax? charge 15%
p a. depreclahon of plant. Assume the corporate tax rate is 20%. [2+2+2]

A Ltd. company wants to invest in a capital outlay of Rs. 1,000,000 in a Juice Factory. The company
expects the following profit before depreciation, transportation cost and tax.
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Year 1 i 3 4 5

Profit (Rs.) 200,000 300,000 400,000 200,000 150,000

The company management has preferred Kathmandu as a plan to set up the factory. However,

considering the facilities extended by Income Tax Act, 2058 localization in other part also cannot be

ignored. Company has considered Sindhuli and Kalaiya as other two alternative Tocations. )

The Income Tax Act, 2058 has provided the following concessions for location at different places.

a.  No rebate will be allowed if factory is located at Kathmandu,

b. 20% rebate will be extended, if it is located at any part of Tarai region,and = -

c. 80% rebate for first 2 years and 20% concession for another 3 years if located at hilly regions.
Kathmandu is the major market for this product and hilly regions are the major suppliers of
inputs. The anticipated production and sale of the factory will be 10,000 bottles of finished goods
of 1 litre each. 10 kgs of input will be required to produce one bottle of finished product. Assume
the factory runs throughout the year with targeted capacity. Consider the following further
information,

Alternative I: If factory is located at Kathmandu.

*  80% of inputs will be supplied from hilly regions and balance 20% will be available locally.

Road will be the means of transport.

*  Average transportation cost per 10 kgs of input is Rs. 4.00.

Alternative Il If factory is locatéd at Kaliya
60% of inputs will be supplied from hilly regions and balance 40% will be available !oca!!y

. * Road will be the means of transport.

Transportation cost of 10 kgs. of input is Rs. 2.
Transportation cost of finished product to Kathmandu will be Rs. 2 per bottle.
Alternate Ili: If factory is located as Sindhuli
*  Raw inputs will be available locally
*  Road will be the means of fransport.
*  Transportation cost of finished product to Kathmandu by road will be Rs. 2 per bottle.
Required:As a tax planner, which alternative is the besl from the point of view of tax. Charge
deprematson @ 1% per annum. ) [6]

A Lid. Company wants to invest a capital out!ay of Rs. 1,000,000 in a Herbs Processing Factory.
The company anticipates the following profits before tax and before considering the transportation
cost.

Year 1 2 3 4 5

Profit Rs. 300,000 400,000 500,000 300,000 400,000

The government has extended a liberal policy to set up such indusfry anywhere, but the Industrial
Enterprise Act has provided the following rebales and concessions for location at different places.

2. Norebate is allowed if the factory is located at Kathmandu.

b. A 25% rebate is extended, if it is set-up in any partoﬂera:

c. 100% rebate for first 2 years and 60% concassion for another 3 years if located at remote area.
The company has selected three locations viz. Kathmandu, Nepalgun] and Jumla but has preferred
Kathmandu as best one. Remote area i the major supplier of input material wheraas Kathmandu is
the major market for its product, The budgeted production and sale of the factory is 20,000 bottles of
finished goods of 200 ml. each. To produce 1 bottle of finished goods 10 kgs of input is required.
This target could be achieved if the factory runs for the whole year at a 90% capacity. assume the
factory runs at this capacity for the whole year.

Consider the following further information:

Alternate 1: If factory is located at Kathmandu

* Al inputs will be supplied from Jumla

*  Airis the only means of transport

*  Transportation cost per kg of input is Rs. 1.5

Alternate 2: If factory is locate at nepalgunj

*  80% inputs will be supplied from Jumia and the balance 20% is available locally.

*  Airis the only means to transport raw inputs.
*  Transportation cost per kg input is Re. 1

*  Transport of finished product to Kathmandu by bus costs Re. 1 per bottle

-~
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Alternate 3: If factory is located at Jumla
*  Airtransport is the only means of transport
. Transportation cost of Rs. 5 per bottle

]

Requlred
As a tax planner, which alternative would be the best one from the point of view of tax. Assume
depreciation of assets has already been adjusted in above profit. [6]

E. TIMING OF ACTIVITIES

THEORETICAL QUESTIONS

"An assessee can reduce his tax !1ah|1mes with proper timing of activities.” Elucsdate with appropriate

example [6]
2063 Q.No. ¢ i

Tax planning is a scheme whereby an assessee can manage its cash flows properly. Do you agree
with this slatement‘? Explain this statement in the light of timing of activities. [6+2+8]

Through proper tax planning scheme assessee can reduce his tax liability.” Explain this statement in
the light of tming of acfivities. [6]- .
2061 Q.No.10 3
How does the Umlng of activities help to reduce the tax liability and cash out flows? Explain. [8]
A ﬁrm can manage its tax-flows with the help of ‘Timing of Activities' scheme. Comment. [6]
T|m|ng of actmhes is one of the best measures by which an assessee oou[d manage cash ﬁaw Ina
light direction.' Elucidate giving an appropriate example [6]
NUMERICAL PROBLEMS - :
[f-_2071 Q.No. sﬂ
A company is planning its future activities for tax efﬁcnency As per the advise of tax experi, the
management has approved the following activities for this purpose:
e To purchase of computer software costing Rs. 300,000 with effective life of 3 years and 4

H

months.

»  To have Research and Development cost amounting fo Rs. 150,000 and donation to a school of
Rs. 25,000.

» To pay cash dividend Rs. 100,000. . '

The company expects the fol!omng financial rasuits in coming 5 years period: [6]
Years: 1 2 3 4 4] -

Profit/ Loss (Rs.) 100,000 | (150,000 | 150,000 100,000 400,000
Required: Planning of activities to minimise fax.

:
Rupantar Manufactunng Company anticipated the foiiovwng financial results for the six succeeding
years

Years: - 1 2 3 4 5 6
Profit/Loss (Rs.) | (150,000) | 80,000 | (75,000) | 150,000 | 300,000 | 400,000

It is expected the government policy will not depart for the next few years period. Therefore the

company would fike to take the following financial activities during these periods. These activities are
. required to arrange properly considering the provisions of tax law so that it may minimize the tax

burden in legal ground. The company seeks your assictance.

D Todonate Rs.15,000 fo a tax exempt public school.

P Toredeem bank loan Rs.200,000.

b Toinstall a pollution control device at a cost of Rs.75.000.

D  To buy a patent having life three years &t & cost of Rs.90,000.

Required:

@ Timing of activities z

@ Amount of tax payable in each year = [6]
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82070 0id Q.No. 4
After suffering losses for past two years a manufacturing company of special nature established in
underdeveloped area expects the following operating results for the next four years.

Past [osses Expected profits
Year 1, Rs.400,000 Year 1, Rs.300,000
Year 2, Rs.200,000 Year 2, Rs.300,000
‘ -| Year 3, Rs.400,000
Year 4, Rs.300,000

In the Jight of above expectsd financial performance, the company would like to undertake the
following activities within the given period of four years. The company seeks your advice to consider

the effect of tax planning fo reduce the tax burden.

-

The acfivifies were:

(a) Todonate Rs.10,000 o Pashupati Area Dev, Trust. .

(b) Tolnstall a poliution control device at a cost of Rs.200,000.
(c) To pay business loan of Rs.200,000.

(d) To construct office building at a cost of Rs.400,000.

(e) To have research and development experises of Rs.150,000.
Requnmd ®© Timing of activities -

@ Amount of fax payable in each year : [4+2=8]

A public timited company expects the following operating result for the next 5 yeéar period:
Year 12 13 14 15 16
ProfitiLoss (Rs.) 400,000 300,000 200,000 500,000 600,000

In the backdrop of above expected financial performance the company would like to undertake the
following activities within the given period of 5 years.

. 8 @ @

in the beginning of year 12, the past unrecovered losses was Rs. 400 000; out of \mlch Rs.
200,000 represent of your 8 and balance amount was for year 5.

To make an advertisement expenses of Rs. 300,000 subject to written off within the three years.
To purchase a software costing Rs. 700,000. The life of which will be 3 years and 6 month.

To meke pollution control costs R&D cost of Rs. 150,000 each. |

To give donation amounting Rs. 100,000 to the work of fully allowable.

Required: Tlrmng of activities showing details of activities planned.

A oompany has the following expected operahng results for the next five years. .

Year 8 9 10 11 12
Exp. Profit/Loss (Rs.) 200,000 | 400,000 | 550,000 | 700,000 | $00,000

On scrutiny it is found that there is unrelieved past accumulated loss of Rs.575,000. Out of which
Rs.200,000 was for the year 2 and Rs. 200,000 for year 3 and rest was for year 4, Regarding the
above financial results the company would like to undertake the following activities within the next 5
yealspenod

i

To purchase a patent right having life of 2 years, and4nmntfsatacostcfﬂs§0000

To borrow loan from a financial institution Rs.200,000 for 2 years at 15% interest rate p.a. loan is
taken at the beginning of the year and repayabie at the end of next year.

To install a pollution control device at a cost of Rs.200,000.

iv. To pay cash dividend of Rs.30,000.in year 11.

v. To give donation of Rs.150,000 to the fully admissible sector as per tax law. It is assumed that
present tax policy of the government will not change for the next 5 years. The company seeks
your advice to show the effect of tax planning for reducing tax burden of above activities.

Required: Timing of activities to minimize tax kabihty [8]

.

A Company Lirnlted anhupat&s the following cperati rmance of different income years.

Year 2 3 4 5
Profit/Loss (in Rs.) (.,00,000} (400,000) | (500,000) 250,000 300,000
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" | Year 6 7 8 8
Profit/Loss (inRs.) | 500,000 | 600,000 | 650,000 | . 700,000
With considering the above operating performance the company would like to underfake the
following business activities to minimize the tax liability in the coming years.

« . To buy a software of Rs. 150,000 having a estimated life of 6 years 5 months.

o To pay cash dividend of Rs. 50,000.

e To have pollution control cost of Rs.200,000.

«  Todonate Rs.350,000 for the work of a fully deductable area.

Required: @ Timing of activities ® Amount of tax payabie for each year. -~ [5+1=6]
:
The fo!lovw is the expected financial results of a company for the next 5 year:
Year 9 10 11 2 13

Profit/Loss(Rs.) 85000 | 130,000 - 200,000 300,000 200,000
‘The past losses of the company related to 2% and 3 year were Rs.50,000 and Rs.135,000
respectively.

In the Light of above financial resulf, the company would like to undertake the folbmng aetmt;es

within the next 5 year period.

i.  To buy alife policy of employees at a cost of Rs.30,000. p.a.

ii. TohavePCC andR &D cost of Rs.85,000 each.

iii. Donation to a public school amounting to Rs.13,000.

Required: Timing of activities fo minimize tax liability

[14. 2067 Q.No. 4 (Old|

An Electronic Company would like to take the benefit of concessions and rebates available in the act
to minimize its tax burden. The company expects that the present policy of Income Tax Act, 2058 will
not be changed for next few years. The follwnng are the expected ﬁnanual results of the uompany
for next five years period.

Year 7 8 9 10, ' 11
Profit/loss (Rs.) 100,000 150,000 200,000 250,000 300,000
Past record of the company shows that there is an unrelieved loss of the previous years amounting
to Rs. 300,000 at the end of 6% year, which represents Rs. 200,000 for the year cne and balance for
the year three.

In the light of the above financial result the company would like to under take the following acﬂwhes
within the period of five years.

- To purchase a software costing Rs. 125,000 having estimated life of two years and six months.

s Totake ajoint life policy to the employess with annual premium of Rs. 50,000.

« Toinstall a pollution control device and have a research and development cost amounhng fo -
Rs. 85,000 each.
To donate to a local club Rs. 5,000. g

Required (a) Timing of activities (b) Amount of tax payab&e . [4+2=6]

2 A Lid. Go. wams fo undertake the following financial activities for the next four years. It is expected
that there would not be major departure in government pelicy for another few years. The company
seeks your advice to consider the effect of tax planning to reduce tax burden. The activities are:

a. To buy a patent right having life of two years and five months at a cost of Rs. 60,000.

b. Toinstall a poliution control device at a cost of Rs. 125,000.

¢. To borrow loan from a bank Rs. 300,000 for two years @ 15% interest.

d. Topurchase a plot of land fo construct office buiiiing at a cost of Rs. 500,000.

e. " Todonate Rs. 125,000 to a fully admissiblé sector trust.

Given below are the expected operating results of te company for the next four years after suffering
a continuous operating losses for the pasf two years:

Year 1 2 3 4 5 6

Profitfloss (Rs.) (100,000) | (150,000) | 100,000 | 150,000 | 250,000 | 200,000

Required: (a) Timing of acfivities (b) Amount of tax payable in each year ]
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: oy . :
ABC Limited anticipates the following profit for next five years after suffering losses in the past three
years. ' :

Anticipated profit: .

Year 4 5 6 7 8
Profit (Rs.) 200,000 300,000 | 400,000 | 450,000 | 600,000
Past losses: : :

Year : 1 2 3 - L
Losses (Rs.)® 500,000 400,000 | 100,000 =

On the light of the above financial result the company would like to under take the following activities
to minimize tax liability in the coming five years.
a. " To buya patent having estimated life 4 years and 9 month for Rs.180,000.
b. To have research and development cost Rs.300,000.
¢. Todonate Rs. 190,000 for the work of a fully admissible sector.
d. To pay cah dividend Rs.200,000. ; ' .
Required: © Timing of activiies @ Amount of tax payable for each year [5+1]
i 2084 Q.No. 7
A Ltd., Company expects the following operating results in the next three years.
Expected profits
Rs. 300,000 in year 1, Rs. 400,000 in year 2 and Rs. 100,000 in year 3
Past losses suffered:
Rs. 500,000 in year 1, Rs. 400,000 in year 2 and Rs. 300,000 in year 3. - '
 The company waits to undertake the following activities based on the above expected profit within
the time limit of three years.
a. Toincur Rs. 400,000 on research and development .
b. Toinstall a new machine, that increases the revenue by 305 at a cost of Rs. 300,000
Required: (a) Timing of activities (b) Effect of tax in planning these activifies . [4+2]
The following are the anticipated profit of a Limited Compan for the first six succeeding years:
Year 1 2 3 4 5 8 .
Profit/Loss Rs. (100,000) | 50,000 (50,000) { 100,000 | 200,000 400,000
The company likes to undertake the following financial activities during these period. It is expected
that there would not be miajor departure in the government policy for another few years. The
company seeks your advise to consider the effect of tax planning to reduce the tax burden. The
activities were: !
i, To have resedrch and development expenses of Rs. 80,000
ii. TodonateRs. 15,000 to a tax exempt public school.
ii. Toredeem bank loan‘of Rs: 100,000.
iv. Toinstall a pollution control device at as cost of Rs. 75,000.
v. Tobuy a patent having life of three years at a cost of Rs. 75,000.
" Required:
a. Timing of activities .
B Amount of tax payable in each year. [5+1]
9. 2061 Q.No. 5 : '
At a Ltd. Company expects the following operating resuits in the next three years.
Expected profits: ’
Rs. 500,000 in year 1, Rs. 600,000 in year 2 and Rs. 400,000 in year 3
Past loss stiffered: 5 .
Rs. 800,000 in year 1, Rs. 300,000 in year 2 and Rs. 100,000 in year 3 ]
The company wants to under take the following activities based on the above expected profits within
the time limit of three years. _
a. toinstall a pollution control device at a cost of Rs.300,000.
b. To take of Life Insurance Policy of the staff with annual premium of Rs. 50,000
Required: (a) Timing of activities. (b) Effect of tax in planning these acfivities. [4+2]
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-+ After suffering a loss for the past few years, a Ltd. Company expects the following operating results for the
nextthree years. ‘
Expected Profits: Rs. 200,000 in year 1, Rs. 400,000 in year 2 and Rs. 600,000 in year 3.
Past losses were: Rs. 400,000 in year 1, Rs. 200,000 in year 2 and Rs. 50,000 in year 3.
In the backdrop of the above expected financial performance, the company would like to tndertake
the following activifies within the given period of three years. The company seeks your advice to
consider the effect of tax planning to reduce the tax burden. The activities were:
= Tosetoff the preliminary expenses of Rs. 250,000. .
= - Toinstall a pollution control device at a cost of Rs. 400,000
. ™ To construct office building at a cost of Rs. 500,000.
Required: (i) Timing of activities. (if) Effect of tax in planning these activities. [6]
‘ :
After incurring losses for the past two years, A Ltd company anticipates the following operating
results in the next three years. . : 5
Year 1 and year 2 (Rs. 75,000) and (Rs. 50,000)
Year3, 4, and § Rs. 100,000 and Rs. 250,000 | Rs. 200,000 respectively
On the light of these expected financial performances the company would like fo under take the
following activities and seeks your advise to consider the effect of tax planning to reduce the tax
 liability. The activities anficipated are;
*  Towrite off preliminary expenses of Rs. 50,000 in year 3, 4, and 5
» Toinstall a pollution control device at a cost of Rs. 150,000
e To lunch a life insurance scheme for company’s employees. The total vearly premium being
Rs. 50,000 :
Required: (a) Timing of activities (b) amount of tax payable for the last 5 years considering the
activities planned above. ) [3+3]
After suffering losses over losses for several years, A Ltd. Company expects the foliowing operating
results for the next three years. :

Expected profit .
Year 1 2 3
i Rs. 300,000 400,000. 500,000
Past losses:
Year 1 2 3
Rs. 300,000 100,000 - 50,000

In the light of these expected financial performances the company would like to 'undertake the
following activities within these three years and seeks your advice to consider the effect of tax
planning to reduce the {ax burden. The activities are:

*  to launch Family Planning Programme at a cost of Rs. 150,000 for the company's employees. it
is expected that 2/3 cost is used on purchase of planning instrument and rest for other
€Xpenses. ) -

*  Toinstali 2 machine at a cost of Rs. 500,000. After instaliation, it is expected that the producticn
would increased by 30%

*  Toredeem bank loan of Rs. 200,000

Required: ’ :

{a) Timing of activities (b) Effect of Tax in planning these activities . ’ 6]

F. LEASE VS. BUY

. 2059 Q.No. 10 b

A company is interested in acquiring an asset costing Rs. 300,000. it has two options: (a) to borrow
the amount @ 18% p.a. repayable in 3 equal instaliments or (b) to take on lease the assets for a
period of 3 years at a rental value of Rs. 20,000. The corporate fax is 50% and depreciation is
allowed @ 10% on original cost. [8]

»
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G. SELECTION OF BUSINESS

2070 Q.No. 6b :
A businessman is inferested in the tax policies and provisions regarding forms of business
organization. He- is considering two business proposals i'e. to form sole frading business or
manufacturing industry registered under Company Act, 2063. His expected net assessable income
before considering depreciation is Rs.600,000 from both proposals The normal amount of
depreciation will be Rs.120,000 each for both proposals. He is also planning refirement scheme
depositing Rs.36,000 p.a. to the recognized refirement fund.

Required- Which proposal will save more tax to him and by how much? ‘ [4]
2069 Q. No. 6b .
Mr. Madhukar has considered two business proposals: One is formation of sole propnetorshsp firm
and another is a private company under Company Act, 2063. The annual expected net assessable
income is Rs. 800,000 from both proposals. He is also planning a retirement scheme and contributed
Rs. 200,000 to Citizen Investment Trust. The business will be located at remote area- A.

Required: As a tax planner find out the amount of annual tax savmg from sole proprietorship firm if
the required investment is same for both proposals. [6+4=10]

I -
I

22. VALUE ADDED TAX (VAT)

T e
THEORETICAL Qu:s'rmlts '
'

! ‘Pub!rc awareness s essential for effective implementation of VAT in underdeveloped country like
Nepal Discuss. ; [4]
2070 Q.No.4h
"Effectiveness of value added tax depends on public awareness. Commeni. [4]
2070 Old'Q.No.

"The bmtc philosophy of Value Added Tax is fo levy tax on the value added at each level of sales.”

[3+3]
2089 Q. No. 2b )
"Value added tax is & device to check and control the tax avoidance.” Explain briefly. [4]
2068 Q.No.
Value Added Tax (VAT) is superior to sales tax. Explain. [4+4=8)
2068 Old Q.No. v i =
Value Added Tax (VAT) is more transparent than sales tax. Discuss. . [6]
2067 Q.No. 2b
Value added tax is imposed on added value at each level of sales. Comment bneﬁy [2x4=8]
B. 2067 Q.No. 3 (Old| y
Value added tax is a multrsiage tax. Discuss. ; [6]
2066 Q.No. 3
‘Effect:veness of Velue Added Tax depends upon the morality of tax personne! Comment [6]
"The Govemment of Nepal is unable to generate more revenue replacing sales tax by value -added
tax.” Do you agree with the above siatemeni’? Justify. [6]
2064 Q.No.
'Value Added Tax" is value added tax. Explam - [6]
2. 2062 Q.No.
'Eﬁectweness of Value Added Tax depends upon the tax consciousness of the people.” Discuss. [6]
3. 2061 Q.No.

“There has been a gradual increase in tax revenue since the implementation of VAT.' Give two
reasons how VAT has helped to increase tax revenue in'Nepal . [4+2]

.

g
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-
“Inclusion of Value Added Tax in the price of commodity, is contrary to the basic philosophy of the
Value Added Tax." Give your opinion in favour of above statement. [6]

-
Success of VAT in Nepal is an illusion unless some improvement is made in this regard. Suggest at
least two approaches for the improvement of current VAT policy. e [6]

fis. 2088 aNo. 3 -
“The basic philosophy of value added tax is to levy tax on the value added at each level of sales."
Discuss. ’ [6]

NUMERICAL PROBLEMS

¥’
An importer certain goods from India at an imported price of Rs. 18,000 excluding VAT. He paid VAT
on import, The importer incurred Rs. 1,000 as freight and carrying cost and sold to a retailer charging
20% profit on selling price. The retailer incurred Rs. 250 as holding and carrying cost and sold the
same to the consumer charging 10% profit on cost.
Required: Total amount of VAT paid by the final consumer. [8]
ABC Manufacturing Company provided the following details regarding its transaction during the
month of Baisakha:
i.  Purchase of raw materials for Rs. 250,000 no VAT was paid on it.
ii. Materials imported (including VAT) Rs. 113,000.
iii. Purchased indirect materials (including VAT) Rs. 79,100.
iv. Total sales.revenue (inclusive VAT) Rs. 565,000.
Required: L
© VAT paid by the manufacturer o fhe government for the month.
@ [fthe firm has submitted its tax return on the 30" Jestha how much fine the firm paid to the
government? . : [5+5=10]
Shrestha a dealer imported a Micro oven from India paying VAT to Nepal government. Import price
including VAT was 9040. The importer incumed further expenditure of Rs.1,000 and charged 10%
margin on selling price. Two middlemen ie. wholesaler and retailer are also- involved in the
distribution channel. Both of them made a profit of 15% on selling price and incurred Rs.500 each as
holding cost. [5]
*[29.2070 0id Q.No. 3 OR i
An importer imported a car paying VAT to the government. The car passes to the final customer
through three different stages and each of them incurred expenses Rs.15,000 before selling it to their
customers at a profit of 20% on sales price. The final customer paid Rs.60,000 VAT on this item.
Required: .. |
@ Cost price at different stages s : .
@  Amount of VAT collected by government in different stages [343]
| |
Dhankuta manufacturing firm produces a goods with production cost Rs. 10,000. He has paid VAT
- on input materials. The product passes to the final consumer through retailer. The producer incurred
Rs. 2,000 for sefling and distribution and has charged 20% profit on selling price. The retailer
incurred Rs. 2,100 for administration cost and charged 10% profit on selling price.
Required: VAT collected by the government at each leve! of sales showing value added by both
-businessmen. [5]
' :
An importer imported certain taxable goods from outside the country paying Vat to the Nepal
Government amounted to Rs. 85,000. These goods were sold fo the final customer through two
businessmen i.e. wholesaler and retailer. The importer has spent Rs.2,500 as freight and sold
charging 15% margin on cost price. Both businessmen wholesaler and retailer incurred Rs.1,500
and 2,000 as carrying cost and sold to their customers charging 10%, and 15% margin on their cost
price respectively. ' :
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Required:
i. Added Value of wholesaler and retailer ) |
ii. ~Vatcollected by government at each level of sales. [4+1+5=10]

[23. 2068 OId Q.No. 3 of] . .
Mr. Pradhan purchased certain taxable goods from a retailer paying Rs.33,900 (inclusive vat). The
retailer had purchased it from a wholesaler at Rs.25,500 exclusive vat. The wholesaler had imported
it from different suppliers at Rs.18,000 inclusive vat. Each seller had charged profit margin at 15
percent on sale price of goods. : :
Required: © Selling price of wholesaler. @ Added Value of wholesaler and retailer. @ VAT
collected by government at each level of sales. " [2+2+2)
A customer purchased a mobile from a retailer paying total price of Rs.12,995. The retailer had
purchased the same mobile from an importer and incurred additional expenses Rs.1,000 and
charged 15% profit on cost price. Importer incurred an additional expenses Rs.1,150 and 15% profit
on selling price: He had paid VAT on import.
Required: Imported price and VAT collected by Government at each stage [2+3]
[25. 2067 Q.No. 3 Or (Oid|
An importer imported an air cooler from India paying VAT to the Nepal Government. He incurred Rs.
3,000 as transportation and other cost and sold to a retailer at a profit of 25% on cost price. Retailer
also incurred Rs. 1,000 as fransportation and other cost and sold same to a customer charging 10%
profit on cost price. VAT paid by the final consumer is Rs. 5,148.
Required: (a) Cost price of the importer. (b) VAT collected by the government at different stages. [3+3]
- -
A dealer imported a Honda Motorbike for Rs. 56,500 (inclusive VAT) and incurred expenses Rs.
10,000 before selling it to a customer at a profit of 20% on sales prices. i
Required: (a) Total added value by the dealer (b) Cost price to the customer (c) VAT collected by
Government in each stage. ) [2+2+2]
27. 2065 Q.No. 3 OR
Mr. Tiwari purchased a television from a retailer at a total payment of Rs22,000. The retailer itself
had purchased it from a dealer at Rs. 17,500 exclusive of VAT. The dealer had purchased it from a
manufacturer at Rs. 16,500 inclusive of VAT. The manufacturer had assembled it purchasing
different parts from different shops for Rs. 11,000 out of which he had paid VAT Rs. 1265.50.
Required: (a) Amount of VAT collected by Govt. at each level of sales (b) Value added by each
businessman ) [343]
A retailer purchased a Micro-oven from the importer paying Rs. 15,820 inclusive VAT. He sold the
same to a customer at 10% profit margin on his sale price. The importer had charged 9% profit on
his cost price. He had paid VAT on its purchase, '
Required: (2) Cost price of the importer 7
(b) VAT collected by the government at each level of sales. [4+2)
' -
A customer purchased a computer from a retailer at a total payment of Rs. 27.146. Both middiemen-
wholesaler and retailer charged 10% profit on their respective cost price. The applicable VAT rate is 13%.
Required: (a) Cost price of wholesaler (b) Amount of VAT paid by the wholesaler (c) VAT collected
by the government at each level of sales. ) ; [2+2+2)
A dealer imported a refrigerator form India paying VAT to the government. The refrigerator passes to
the consumer through two middlemen i, wholesaler and retailer. Each businessman incurred
- expenses. of Rs. 1,000 before seliing it to their customers at a profit of 15% on sales price. The final
consumer paid Rs. 5,000 VAT on this item. |
Required: 9 '
a. Cost price of importer )
b. Amount of VAT at each level of sales. [3+3]
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31. 2061 Q.No.3 O
A customer purchased a Micro oven from retailer paying Rs. 22,000 inclusive VAT. Two middie-men
i.e. wholesaler and retailer were involved in this deal. both of them charged a profit margin of 7% and
10% respectively on their cost price. The importer had not paid VAT on its import.
Required: (a) Cost price of importer (b) VAT collected by the government at each level of sales.[3+3]
'
An importer imported a VCR from Japan. No VAT was paid on it. This item passes to the consumer
through two middlemen i.e. wholesaler and retailer, The consumer paid Rs. 20,215 net for this item.
Both middiemen charged 7% profit on their cost price. (Calculate nearest to Rupes).
Required: . . )
1. Cost price to importer. ?
2. Value Added Tax at each level of sales. [3+3]
_ :
An importer purchased a cooler at a cost of Rs. 20,000. No VAT was paid on its import. This item -
passes through two middlemen-wholesaler and retailer before reaching to the final consumer. The
importer, wholesaler and retailer incurred Rs. 400 each for administration expenses and charged 5%
_profit on their cost.
Required: (a) Cost price to customer (b) VAT-charged at each level of sales. : [6]
34. 2058 Q.No. 3 OR ’
An importer imported certain goods. NO VAT was paid on it. This item passes fo the consumer
through a retailer. The consumer paid Rs. 2,420 VAT on this item. Both middlemen charged 10%
profit on their cost.
Required: () Cost price to importer (b) VAT at each level of sales: ) [2+4]

23, CUSTOM DUTY : ; : Vo

“‘ - )
THEORETICAL QUESTIONS ’

Explain and illustrate the transaction value method of custom valuation. [4]
2. 2070 Q.No. 2b .

"Commodity classification is the grouping of similar goods which are traded in world trade.”

Comment. [4]
B. 2069 Q. No. 23

Describe in short the various method of custom assessment under Custom Act, 2064. [4]

. 2068 Q.No. 7b

Explain the provisions of import and export procedures as stated in Custom Act 2064, [8]

5. 2067 Q.No. 2a ' 5

~ Explain the method of determining customs price under Custom Act 2064, " 8l
NUHERIC@L PROBLEMS

i

|

RK Dealers of Biratnagar imported some goods from Singapore in CIF to Calcutta port. the details of
the goods declared by the dealers to the custom office Birgunj are as follows:

Commodities Quantity CIF cost/ unit
A 1000 $10
B 1200 " $15
(] 800 $20

When physical and other examinations were made by the custom authorities the quantity of
commodities ‘C’ were found 1000 units instead of 800 units. The actual price of commodities A was
$15/unit. The transportation cost from Calcutta to Birgunj was $1600. Applicable custom duty rate:
10% for A, 20% for B and 15% for C. '

Required: Amount of custom duty for the above transactions. : [4]
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. 2070 Q.No. 5b

Ramesh and Brothers', an authorized importer of Honda Company of Japan, imported the following
items in CIF to Calcutta Port. The cost of transportation from Calcutta to Birgunj was $1300.

Commodities Quantities Unrt price in US$
Honda Shine (125 cc) 15 700
Honda Unicon (150 cc) 10 900

On the examination made by custom officer, quantity of Honda Unicon Rs.11 pieces and the unit
pricg of Shine was $750. The prevailing custom duty of motor cycle is 30%.
Required: Amount of custom duty including fine and custom service fees. . [4]

8. 2069 Q. No. 5h|

Mahesh and Brothers Enterprises imported set-wet items from Singapore in CIF to Calcutta port. The
transportation cost from Calcutta fo Birgunj was $1840. The CIF cost and other details are provided
as follows:

Commodities Set-wet saving cream | Set-wet hair colour | Set-wet body spray
Quantities (pieces) 120,000 280,000 50,000
Price per piece ($) 1 0.5 1.5

Upon the investigatms made by the custom officer in Birgunj Custom point, it was found that there

was low invoicing of saving cream by $0.2. The custom duty rates are 15%, 20% and 25%

respectively for saving cream, hair colour and body spray.

Required: Determine the amount of custom duty payable by the Mahesh and Brothers Enferprises
including amount of fine. [4]

9. 2068 Q.No. 4b|

A business firm imported following goods from foreign country and Incurred transportation cost US $
2,000 up to Nepal's custom point.

Types of goods Quantities Unit price Total cost e °f(§2:’°:eg;m
Refrigerator 20 US $300 US §6,000 25%
Washing Machine 40 US §400 US § 16,000, 20%
Micro Oven’ 50 US $100 US$5,000 30% 3
Gas Heater 30 1S § 150 US §4,500 15% -

From investigation of goods in tustom from the view point of the custom valuation, the customs
authority found that the price of micro oven is US $ 200. In the same way the quantifies of gas heater
was 35 pieces in the place of 30 pieces.

Required: Custom duty.

MSN Company, an authorized seller of Gillette Brand in Nepal imported the following goods from

[4+4=8]

Dubai in CIF to Calcutfa port. The quantity and CIF cost to Calcutta were as follows:
Commodities Quantrt:es (Cartons) |Unit Price/Carton (in US$)| - Total Cost (in USS)
Gilleite Excel Razer 60 2,200 ~ 132,00
Gillette Excel Blade (4p) 90 3,200 288,000
Gillette Saving Gel (100 mi.) 80 1,800 144,000

230 564,000

The company paid $ 4,800 as transportation cost form Calcutta to Birgunj custom point. On enquury
made by custom officer it is found that actual quantity of Excel Blade were 100 carfons and price of
Razer was $2,000 per carton only.

Gel.

Required: Compute the custom duty assuming the rate are 30% for Razer and Blade and 25% for

24, EXCISE DUTY

gt |

THEORETICAL.QUESTIONS

Explain the methods of excise assessment under Excise Duty Act, 2058.

'Major target of excise duty is socially harmful and health injury products.’ On the lrghi of this
statement describe the excisable products under Excise Act, 2058.

[

4
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) '
Descnbe ihe methods of excise assessment under Excise Duty Acf, 2058.

escnbe e provision of physical control system as laid down under Excise Act 2058, ‘ [5]

Bneﬂy descnbe the method of excise assessment under Exclse Act, 2058 ‘ [4]
NUMERICAL PROBLEMS

Butwal Manufactunng Co. has: produced and sold excisable products in the market itself and required

to deposit tax_payable amount in the concerned office on sfipulated date. The details of the goods

manufactured and sold during the month of Magh were as follows: )

-

Prime cost amounting to * Rs. 600,000
Factory overhead ° . Rs. 200,000
(Office overhead incurred Rs. 100,000
Amount of profit Rs. 200,000

The company has deposited exmse duty fo the tax office aﬁer 15 days of the expiry of stipulated
period. The excise duty rate is 20%.

Required: Amount of excise duty o be paid including required amount of fine. » [4]
Surkhet Manufaclurer which produces plastic products such as chairs and buckets Supplled the

following information for a month:

Prime cost Rs.600,000. Factory overhead Rs.70,000. Office and administrative overhead
Rs.140,000. The company's profit was 20% of cost of production. The company paid Rs.5,000 excise
duty on its input. Excise duty rate applicable to the product is 5%.

Required:

Amount of excise duty including fine assuming that the firm -submitted tax return after 10 days of

expiry of stipulated tax return period. L [41
B2065@.No.

Alka Manufacturing Company of Dharan submitted the foilowmg detalils regarding manufactunng cost

and profit of the month of Baishakh.

- Cost of production Rs. 1,500,000; selling and dlstnbutmn cost Rs. 122,500; beginning and ending

inventory of finished goods were 2,000 and 3,000 units respectively. Production during the month

were 15,000 units. The company paid Rs. 24,000 excise duty on its input materials and he excise

duty rate was 15%. The profit earned by the company was 25% on seﬂlng price.

Required: Determirie the factory price: per unit of goods sold and excise duty payable on sold units
of product. - % |

2068 Q.No. 4a e

A Manufacturing Company provided the following particulars:

e Raw material purchased of Rs. 600,000. )

o Indirect material of Rs. 500,000; out of which Rs. 20,000 is excise tax on imports.

 Freight on raw materials purchased was Rs. 10,000 and Rs. 15,000 was incurred far selling
expenses.

‘s Opening and closing stock of raw materials were Rs 60 000 and Rs.50,000 respectively.

e Manufacturing and management expenses amounted to Rs. 100,000 each.
Net profit of the company was Rs.70,000. ®

Re uired: Factory price and amount of excise tax to be paid if tax rate is 18%.
“Afirm producing under self control system furnished the following details for the month of Baisakh.

= Direct materials consumed Rs.720,000.

= |ndirect materials Rs.220,000 including 10% excise paid on import.

= Manufacturing, office and atdministrative cost of Rs.700,000.

= Selling and distribution expenses were Rs.100,000. The company's expected profit was 20% on
selling prices.

Required: As an excise officer you are reqmred fo determine factory price and excise duty payable

by the firm if duty rate IS 10%.

I
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25. RESIDUAL STATUS = .. °
1. 2071 Q.No.7 OR (b
Mr. Goyal an Indian citizen working in UNDP Office of Nepal came to Nepal on 1= Poush of previous
year. He furnished the following details of his income and expenses for the previous year: o
e Consultation fees from NGOs Rs. 170,000 (after TDS).
'« Royalty from professional books Rs. 42,500 (after TDS).
s Salary from UNDP US $3000 per month.
e Various allowance from UNDP US $1500 per month.
« The exchange rate of US § is Rs. 98 per §.
He claimed following expenses for deduction:
v -Donation fo a private school Rs. 5,000.-
v Domestic expenses Rs. 480,000,
Required: : ) »
© Residential status of Mr. Goyal @ Stalement of Taxable income and tax liability [6+4=10]
Mr. Hari Pathak, a permanent resident of Palpa district, fomed a handicraft business in Pokhara. He
visited foreign countries several times for business promiotion and stayed there for 190 days. He
eamed assessable income Rs.300,000 from business ‘and interest from private money lending
activities Rs.425,000 {net). Income foreign investment was Rs.100,000 to which he paid Rs.25,000
tax to the foreign government. He claimed foreign tax credit:
Required: @ Residential status of Mr. Pathak.
@ Taxable income and tax payable amount. [1+3=4]
' :
Mr. Goyal an Indian citizen came to Nepal on 1st Kartick'of previous year. He submitied the following
income and expenditure fo the tax officer: ) :
« Income from a small business in Kathmandu amounting to Rs. 200,000,

« - Consuliation fees eamned Rs. 100,000 (gross)
e Royalty income e Rs. 100,000 (gross)
e Dividend income- Rs. 20,000
s Domesfic expenses Rs. 50,000

He has paid Rs. 2,000 for collection charge on consultations fees and Rs.-15,000 advance tax
on royalty income. ) = ]
. Required: @ Residential status of Mr. Goyal @ Tax liability T [1+3=4]
Mr. R.K Lhakpa a citizen of Bhutan came to Nepal on-Falgun 20, has submitted the following details
of his income during the year. .
i.  Income from royalty from two books Rs.50,000 each. .
ii. Gain from sale of share Rs.27,000 (TDS Rs.3,000)
jii. Net assessable income from trading business Rs.2,00,000. ‘
iv. Netassessable income from.trading business of Bhutan Rs.150,000.
Required:
1. Residential status of Mr. Lhakpa - *
2. Total taxable income and tax liability 4]
. )
Mr. S, a Pakisiani citizen came to Nepal on 20th Falgun of previous year and he had declared
following incomes while stayed in Nepal during the previous year. .
«  Net assessable income from business of Rs.300,000.
o  Net assessable income from investment of Rs.150,000.
e  Winning from lotteryi(net) of Rs.75,000.
He claimed following expenses for deductions:
"« Donation to a Private Nursing Home Rs. 15,000.
s Purchased of lottery ticket of Rs.500. . . :
Required: @ Residential Staius of Mr. S & Taxable income and tax liability. B+2+2=10]






