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W This paper contains two parts. Part I and Part II
You are advised to use separate answer scripts for Part I and Part I1 § &4

3) questions in Part I and three (03) questi

Answer all three (03) questions in Part I and two (02) questions from |
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Calculators are permitted

PART I - ADVANCED TAXATION

Question 01 §

Rose Wood (Pvt) Ltd is a company engaging in manufactur

main manufacturing plant is located in Horana and they are considering cxpar

1

large scale to approach foreign markets. They have visited several places in ﬁt-ﬂ

new factory and finally selected three options, Jatfna, Kurunegala and Anu vw;ihaz;*ﬂ_irza

he

Following details are extracted from the finar Wood (Pvt) Ltd for the year

ended 31" M

March 2022 is as below.
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b) Extract of the Income Statement and other information for t

is as follows.
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l'urnover of the company for the year 2021/2022 has drastically come down to Rs. 428,000,000 due
to the ongoing economic cri
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d) Break Up of Selling Expenses 3G
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¢) Financial Cost 6. C
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[ Interest on bank loan 16,900,000 | :
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| Over 1 raft {U D) interest g 410,000 |
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g) Details of Property Plant & Equipment are as follow
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Balance as ; Balance as at

at t Depr eciation
Asset Type 01st April 2021 | for the year Disposals (Rs.) 31st March
‘ (Rs.)

E ] N 2022 (Rs.)
Building ‘ ~ 25,500,000

7‘2’7’0‘ ” 1 34,000,000
\lachmm ‘1 11 4{}“ 000 e :

e ! SO R o =
memh 30( ), *U() ‘
| 5,500, 000 |
0 | 700,000 |
| . JUBUEY ]
Additional Information
JJ [. Motor Lorry was purchased on 01.05.2020 for Rs. 8,000,000 and depreciated at 25% p.a. on
straight line basis and company policy is

depreciation in the year of sale. This lorry was sold

<)

All assets other than above have purchas

3. Qratuity liability as at 31.03.2022 was &

44,000,000. Provision made during the year of Rs.7,100,000 was made

4. Donation made to the Cancer Hospital wa

: approved charity for sick & needy and remaining for the village temple.
5. Other expenses include x appeal settled for the year of assessment

2019/20 amounting to Rs.125

A YAy anv } Q atnen « and halance ac at 2 Y2 ONDS ac 12
6. Company has obtained a » and balance as at 31.03.2022 was Rs

120 Mn. Bank Over Draft . 16 Mn.

Considering the provided information above compute the,

(A) Total Assessable Income for the Year of Assessment 2021/2022

(B) Income tax payable by the cor ssessment 2021/2022
(03 Marks)
(C)In the next board meeting, Directors of Rose Wood (Pvt) Ltd are needed

location for its new ory. They expect to invest USD 4.5 million on fixed
o o i -
( ¢ 1 st a for t

Iadwy Consiaering strategic tax planning, suggest a st

!Ub \ your answer.




Question 02
(A) Briefly explain the term “Strategic Tax Planning”.
(03 Marks)

(B) “Tax considerations have a major effect on the way a company dﬁim‘min@’s its capital structure”

i

Briefly explain how a company can obtain tax hgnefits by changing its capital structure.

(C) Briefly explain the term “Tax Evasion” along with relevant examples

(03 Marks)
{Total Marks 09)
Question 03

(T .

T'he tax treatment of "Zero Rate VAT" and "VAT Exempt" items differs significantly in the
context of Value Added Tax (VAT)”.

Discuss the above statement taking into consideration any relevant examples

(A)

(03 Marks)
engaged in
5. The following information for the
quarter ended 31* March 2022 was extracted fmm thr“ books of the company.

¥

Details of sales during the quarter ended 31* March 2022 are given below:(Inclusive of VAT)

(B) Universe (Pvt) Ltd is a registered companv for Value Added Tax (VAT) and
manufacturing of toys. It has both foreign and local customers

Description

E;mort Sales
[.ocal Sales

SN S

The Qommny has paad the. miluwm mma tax du mg ﬂu a,w'mc
On import of raw material

On local purchases oFmatuxal i
On repair expense of a motor car used by a Director
The exce

| During Khl

VAT rate

ss input VAT brought forward from the previo

permd company has purchfsw mad;; ne (g}}i@g rw V AT)

Compute the VAT payable for the quarter ended 31* March 2022.

(06 Marks)
(Total Marks 09)

(Part I - Total Marks 40)
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PART II - RPORATE LAW

Question 01 (Compulsory Question)
Answer the given questions from A to F referring the case study provided as following.

Nimal and Suneth are two friends who studied in the same University. After their graduation they

have found their own careers. By the completion of 10 years of service from their carcers they

decided to retire and start their own business. Both Nimal and Suneth have studied Agriculture and
Food Science during their Bachelor’s Degrees. Nimal worked in an Agricultural Research Institute

whereas Suneth worked in a multinational meat related food processing company. They started a

1g mushroom. They are planning to

business which produces processed food such as sausages, us

gictratic
gistration

incorporate their company as a Public Limited Company. In order to proceed with

process Nimal and Suneth appointed three promoters for their newly formed company named K

Nuwan and Suwani. Three promoters along with ded that they will name their

new company as “Sunflower Chamber of Commerce PLC”.

\ccording to the Company ineth’s new PLC is required to have a

minimum of two director is planning to appoint his cousin son
¢ [ = I

Piyal who is 17 years old as at 2022 as one of the Directors in their new business to be incorporated

11
al

and has already included his name in the list of first directors in the application form.

During the period before the incorporation the promoters ¢ a pre-incorporation contract

with Easy Lanka Pvt Limited which is a vehicle leasing company. Tl ontract was

to acquire a van for the newly formed business to carry out their

promoters were able to incorpe the company on 12

promoters did not ratify the pre-incorporation contract with

cOrts reoa
courts rega

Naveivihar 207 For the incornaration Fac
NOVEMDECT AL 1 I ] rporation. t.a

After the incorporation is completed, the new business venture issued their initial shares to raise

capital for the company. The company now ers owning the business. In order to

discuss few business matters tl 70 she
The quorum for a Special to the company

articles.

Upon completion of 3 years in business, the sharcholders of the comp:s

nave discovered that t

~ . 3 P c

was a wrongful borrowing done by one of company value worth Rs.

darad 1n the Canfral Ranl af Qi T anlba I+ vwac alen
stered in the Central Bank of Sri Lanka. [t was also

20Mn from a financial institution which is not re

%o commission from the borrowed amount. The

discovered that this Finance Me s received a 3

3oard of Directors were well aware about this wrongful borrowing and still did not pr
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