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INSTRUCTIONS TO CANDIDATES

1 Time allowed: 3 hours
2. Attempt all questions in Section A and B and only one question from Section C
3. Section A has twenty compulsory questions, each carrying 1 mark

4=

Section B has three compulsory guestions, each carrying 20 marks.

5. Section C has two questions, and only one question is to be attempted, Fach
question carries 20 marks,

6. Please read further instructions on the answer book.
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Principles of .“axation - Paper §

SECTION A

Question 1

(1)

(i1}

(it}

Which one of the following do not constitute expenditure of a domestic or
private nature that may be incurred by a taxable person?

] The cost incurred in the maintenance of the person and the person’s family
or residence; :

2 The cost of commuting between the person’s residence and place of

work;

The cost of clothing worn at work, except clothing which is suitable for

wearing outside of the work place;

4 The cost of education of a person not directly relevant to the person’s
employment or business and the cost of education leading to a degree
whether or not it is directly relevant to the person’s employment or

(O]

business.
(a) 1,2and 4
(b land 2
(¢) 1 and 4

(d) all the above

Define income for tax purposes for a taxable persor.

(a) The gross income less total allowable deductions

(b) Gross income less total deductions

(c) Gross income less all deductions

(d) Gross income plus personal income less total allowable deduction.

Business debt in the case of a debtor for tax purposes means

1. a debt obligation, the proceeds of which are used to acquire a business asset or
to incur an expense of a business;
a debt obligation arising, as a result of being given time to pay, on the
acquisition of a business asset or the incurring of an expense of a business;
any debt obligation of a partnership or company;
4, any debt obligation owed to the creditor that was entered into or arose in

the course of the creditors business

i8]

fad

(a) 1,2 and 3
(b) 1 and 2
(c) 1and 4

(d) all the above
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(iv)  What do you understand by the term tax?

(D A statutory contribution to the government

(2) A contribution designed to reduce private expenditure in favour of public
expenditure

(3) Any leakage from the circular flow of income into the public sector.

(a) 1,2and 3
(b) 1 and 2
(c) l and 3

(d) none of the above

Use the following information to answer questions (v) to (viii)

Mr.P. Kapere has been operating a fish processing factory on the shores of Lake Vicioria for
the last two years. His business is capital intensive. The tax written down values of the assets
in the business are as foliows (all in Uganda Shillings): ‘

Class 1 35,580,000
Class 2 40,350,000
Class 3 56,640,000
Class 4 58,091,000

During the year he disposed of the following assets:

sold a motor boat that had an accident for Shs 2 million. It had cost him Shs 2,500,000
shillings, its written down value was Shs 500,000. He also sold an old BMW for Shs
16,000,000 its tax written down value was Shs 5,000,000.

He purchased the following assets:

New plant for Shs 100 million, a Mercedes Benz for Shs 50,000,000, a computer for Shs 3
million, furniture and fittings for Shs 6 miilion and a minibus for staff transport with a siiting
capacity of 33, for Shs 20 million,

(v) The written down value of the Class 2 pool at the end of the year is-

(a) 23,148,000
(b) 39227500
(©) 24,923,000
(d) 39,623,000

(vi)  The depreciation, for tax purposes, of Class 4 is-

(@) 32,500,000
(b) 13,562,000
(©) 32,818,200
d)  32,418200
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(vii) ~ What value will be included in Class 2 for additions?

(a)
(b)
(©)
(d)

20,000,000
50,000,000
30,000,000
40,000,000

(viii) The disposal of the motor boat will be effected in:

(a)
(b)
()
(d)

Class 1
Class 2
Class 3
Class 4

Principles of Tuxation - Paper §

Use the following information to answer guestions (ix) to (xi)

Ms Kiboga is a shopkeeper in the Chikuubo. Her turnover is about Shs 150 million every 3
months. Her accountant has been urging her to register for VAT. She has been trading since
! January 1997, She finally sent in her application on 2 January 1998. She received her
certificate of registration on 31 July 1998, the certificate is dated 31 May 1998.

(ix)  When will she start charging VAT and what period will be covered by the return?

(a)

(b)

(c)
(d)

——
i
s

——

(a)
(b)
(©)
(d)

2 January 1998, one month
1 January 1998, one quarter
31 July 1998, one year

31 May 1998, one month

a tax return period

a taxation period

a VAT return period
a tax period

(xi)  The return is expected to be filed by.

(a)
(b)
(c)
(d)

14 July 1998.
14 June 1998.
14 January 1998.
14 May 1998.

The period from 31 May 1998 to | June 1998 will be referred to as.
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(xii) ~ Which of the following is a correct statement in relation to allowable deductions?

(a) A bad debt is not allowable deduction.

(b) A bad debt is allowed if the person has written off the debt in the accounts.

(c) A bad debt is allowed as a deduction if the amount of the debt claim was
included in the person’s income in any year.

(d) A bad debt is only allowed as a deduction if the amount of the debt claim was
included in the person’s income in the previous year of income.

(xiii) Which of the following is a zero rated good for VAT purposes

(a) supply of milk

(b) supply of medical equipment
(c) supply of pesticides

(d) supply of maize flour

(xiv)  One of the buildings mentioned below does not qualify as an industrial building.
Which one is it?
(a) A factory
(b) Housing for staff
(c) A warehouse for work in progress
(d) A warehouse for finished goods.

(xvy  Which of the following expenses is an allowable deduction for a business?

(a) A loss on sale of a depreciating asset.

(b) Housing allowance.

(c) Subsistence allowance to an associate,

) excess of disposal proceeds over the writien down value of depreciating
assets.

(xvi) Dividend for tax purposes does not include the following:-
() any profit on return of capital to shareholders.
(b) any profit on reconstructions.

(c) distributions to cancel shares.
(d) transfer of assets to company.
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{xvii) The Income Tax Act stipulates that unless otherwise authorised by the Commissioner,
a taxpayer will maintain in Uganda such records as may be necessary to explain the
information provided in a tax return for:-

(a) ten years.
(b) four vears.
(c) three years.
(d) five years.

(xviiiy Withholding tax will not be paid in the following situations except where:-

(a) interest is paid by a natural person

(b) interest is paid to a financial institution

(c) interest is paid by a company to an associated company

(dy interest is paid by one resident person to another resident person.

(xix) A withholding tax agent shall maintain, and keep available for inspection by the
Commissioner, records showing, in relation to each year of income, the following
records:-

(1) payments made to a payee.

(2) return of the income.

(3) summary of total payments.

(4) tax withheld from those payments.

(a) All the above
(b} 1,2,and 3
(c} 1 and 4

(d) 2and3

(xx) A resident company for any year of income may have all except one of the following
characteristics, which one is it?

(a) [s incorporated or formed under the laws of Uganda

(b) Has its management and control exercised in Uganda at any time during the
year of income.

(o) Acquires property in Uganda in the vear of income.

(d) Undertakes the majority of its operations in Uganda in the year of income.
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