UGANDA INSTITUTE OF INFORMATION AND COMMUNICATIONS TECHNOLOGY
END OF SEMESTER | EXAMINATION ACADEMIC YEAR 2024/2025

DEPARTMENT : MANAGEMENT

YEAR OF STUDY : TWO

PROGRAM : DBA

COURSE : PRINCIPLES OF TAXATION
COURSE CODE : ACF 2101

DATE WEDNESDAY 18™ DECEMBER, 2024
TIME 9:00-12:00 HOURS

DURATION : 3 HOURS

INSTRUCTIONS:

i.
i,
il
\
V.

Vi.

Vil
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Section A is COMPULSORY, Answer any THREE_questions from Section B
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SECTION A: (THIS SECTION IS COMPLUSORY)

Question One

Provide short answers for the following items
a) Define the term "progressive tax". (02 marks)
b) State Two characteristic of a good tax system. (02 marks)
¢) Mention one principle of the ability-to-pay theory of taxation. (02 marks)
d) Give Two example of an indirect tax. (02marks)
e) State the main difference between direct and indirect taxes. (04 marks)
f) Outline Two requirements for VAT registration in Uganda. (02 marks)
g) Mention Two feature of a regressive tax system. (02 marks)
h) State the meaning of Non-resident individual for tax purposes. (04 marks)

Question Two
a) Explain the meaning of resident individual as per the income tax act in Uganda. (02 marks)

b) Mr. Zanzi is a resident individual employed with Smile Co. Itd. His appointment letter per month
except the medical allowances which is per annum

Iltem Ugx

Basic Salary 1,600,000=
Medical Allowance 2400,00=
Transport Allowance 600,000=
Top up Allowance 400,000=
Hardship Allowance 100,000=

In addition, the following information was available for the year ended 30" June 2022

a) He was provided with Cheffer at ugx 200,000= per month. He contributed 800,000= towards this
benefit.

b) He was provided with a company motor vehicle to use only on Sundays. The value of the vehicle was
36,000,000= at the time he received it.

c) The company provides meals worth 1,400,000= to Mr. Manzi during the year. 1/3 of this was
provided on equal terms.

d) He received a non cash benefit of 9,500= every month.

e) The company refunded Medical bills ofugx 4,000,000=. He had actually incurred 2,200,000= towards
the medical bills.

Required:
a) Compute Mr. Zanzi’s annual taxable income and tax liability for the year ended 30" June 2022.
(10 marks)
b) Outline four employers’” obligations towards PAYE System. (08 marks)



SECTION B: (ATTEMPT ANY THREE QUESTIONS FROM THIS SECTION)

Question Three

Zion Club Ltd located in Luwero was started by Mr. Kyewalabye Amos in 2015. It has grown overtime. The
following is Zion Ltd’s statement of profit or loss and other comprehensive income for the year ended 30™

June 2020:

Sales

Less cost of sales

Gross profit

Other income

Bad debt recovered (previously written off)
Profit on sale of computers

Less: Operating expenses:

Salaries and wages

Staff meals (canteen administered by the company)
Telephone

Electricity

General expenses

Trading license

Stationery

Director’s remuneration

Rent and rates

Subscriptions and donations

Depreciation

Legal and accountancy fees

Total operating expenses

Net profit
Notes:
1. General expenses include:
Shs ¢000°
Staff (\Van) transport 1,000
Entertaining customers 600
2. Legal and accounting fees:
Debt collection services 2,000
Staff services agreement’s drafting 300
Audit and accountancy 1,800
3. Subscriptions and donations:
Donation to MRN political party 800
Subscription to Traders Association 800

Shs ‘000’

840,000
512,000
328,000

43,000
6,000

12,400
2,400
1,600
1,900
1,600
500
2,100
27,800
8,200
1,600
1,200
4,100
65,400
311,600

4. On 1% July 2015, tax written down values of plant and machinery were as follows:
Shs 000’
Computers 1,600
Minibus with less than 30 passengers 8,800
Furniture 24,600
5. Additions during the year:
Computers 6,250
Furniture 12,400
Gymnasium machine 12,600

Required:

Compute income tax payable for the period ended 30" June 2020.
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Question Four
a) A tax payer’s failure to observe the rules, guidelines, reputation and requirements of VAT Act leads to

committing an offence. Outline six offences committed by taxpayers in Uganda. (06 marks)
b) Explain Five challenges faced by Uganda revenue Authority in administration and collection of taxes
in Uganda. (10 marks)

c) Give four ways in which government of Uganda has tried to overcome such challenges (04 marks)

Question Five
a) State the meaning of rental Income as applied in taxation (02 marks)
b) State the Two rates that are applied in determining rental tax liability. (02 marks)

¢) Miss Primrose is a landlady with steady tenants. She earned rental income from her houses below for
the year ended 31%t  December r ,2023 as follows: -

MONTHLY MAINTENANCE
LOCATION MONTHLY RENT (Shs) | COST (SHS)
Plot 9, Mbuya 300,000 50,000
Plot 4, Mengo 400,000 600,000
Plot 18,Matugga 200,000 30,000
Required: Compute Miss Primrose’s
i.  Taxable rental income and tax liability for the year ended 31% December 2023. (10 marks)

ii. If the landlord in above was for Primrose and co Itd. comment as to whether it would make any
difference in tax payable and if so compute the tax that would be payable for the year ended 31% Dec
2023. (06 marks)

Question Six

a) Imagine Uganda is facing growing demands for infrastructure development, education, healthcare, and
social services. The government has been relying on a mix of foreign aid, loans, and tax revenues to fund
these projects, but the funds are not enough to meet the growing needs of the population. In a recent
government meeting, officials recognize that Uganda’s tax system needs to be more efficient and
sustainable to support the country's development goals. As part of their solution, they decide to introduce
Value Added Tax (VAT) in Uganda. In the context of Uganda's development challenges, explain how the
introduction of VAT could help the government achieve its long-term goals of economic growth and
improved public services. (08 marks)

b) Liam runs a small retail business that sells electronic gadgets. His business is VAT -registered and has an
annual turnover of UGX 45,000,000. In the current tax year, he made the following transactions:

o Sales to customers (excluding VAT) amount to UGX12,000,000.

Purchases of goods (excluding VAT) for resale amount to UGX7,000,000.

He has incurred UGX1,000,000 in VAT on purchases.

His VAT payable for the period is calculated at 20% of his taxable sales.

Liam’s business has paid a VAT amount of 4,000,000 on expenses such as utilities, rent, and

advertising.

Required:

I.  Calculate Liam's VAT payable or refundable for the current period. (08 marks)
ii.  Liam is preparing his tax return for the year; how should he report his sales and purchases on his tax
return? (04 marks)



Question Seven

Mr. Karuru is a resident employee of TTT Ltd, a tax-paying company. He works as a General Manager during
the year ended 31st December 2015. Mr. Karuru drives a Toyota Prado valued at UGX 20,000,000 for both
private and official use. Calculate the motor vehicle benefit to be included in Mr. Karuru's taxable income for

the year ended 31st December 2022. (05 marks)
Assume that Mr. Karuru's total income for the year ended 31st December 2015 is UGX 21,008,774. Calculate
Mr. Opio's tax liability for the year based on the total income provided. (05 marks)

In the context of Uganda's tax system, a good tax system is one that meets certain principles to ensure
efficiency, fairness, and effectiveness in collecting tax.

Required:
Explain the five canons of a good tax system in Uganda, outlining their relevance to tax policy and
administration. (10 marks)
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