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  TIME: 1½ HOURS
INSTRUCTIONS:   
ANSWER QUESTION ONE (COMPULSORY) AND ANY OTHER TWO QUESTIONS

Question One (20 Marks)
a)
Define and explain the following concepts:


(i)
Tax Avoidance






(2 ½ Marks)


(ii)
Tax Evasion







(2 ½ Marks)

b)
Mention and explain at least ten (10) sources of government revenue.
(5 Marks)

c)
Discuss at least ten (10) reasons for taxation.




(5 Marks)

d)
What are the approved retirement funds as provided by the income tax regulation?  Mention at least five (5) retirement funds you know.



(5 Marks)

Question Two (20 Marks)
a)
With reference to the Income Tax Act 2004, differentiate between taxable income and total income.








(5 Marks)

b)
Who is a resident person?






(5 Marks)

c)
Mr. Tindo who maintains a permanent home in Tanzania was abroad between 1.1.2002 and 8.12.2003 came back to Tanzania between 8.12.2003 and 25.12.2003.  Was Mr. Tindo a resident person or not?  Why?




(5 Marks)

d)
Ms. Alice was abroad for a number of years.  She returned to Tanzania on 11.6.2003 and again left Tanzania on 31.1.2004.  Was Ms. Alice a resident person or not?
  Why?











(5 Marks)
Question Three (20 Marks)
Ms. Glory is a Tanzanian resident employed with the most popular audit firm in Arusha City.  For the year of income ended on December 2014, her financial information stood as follows:
(i)
Her monthly basic salary was agreed to be Tsh. 900,000.

(ii)
She received bonus of Tsh. 500,000 in November 2014.

(iii)
Monthly transport allowance was agreed to be Tshs. 200,000.

(iv)
She received Tsh. 250,000 and spent only Tsh. 170,000 for client visits.

(v)
Monthly lunch allowance was agreed to be Tsh. 100,000 and monthly medical allowance amounted to Tsh. 250,000.  In addition she was provided with subsidized lunches on all working days when attending clients outside the office at the leading hotel in the city.  She personally paid Tsh. 5,000 only for each exclusive lunch of Tsh. 20,000.  During the year of income 2014, she took a total of 100 of such lunches.

(vi)
She was provided with fully furnished residential house at Njiro area at a nominal rent of Tshs. 20,000 per month payable to her employer.  The market value was Tshs. 300,000 per month.

(vii)
Since she had been furnished by her employer, she decided to let her privately owned house located at Kijienge area to a tenant who paid a monthly rent of Tsh. 250,000.

(viii)
The new self driven car of above 3000 cc was given to her for private use.  All the expenditures for the car were claimed by the firm.

(ix)
She was also given a free interest loan of Tsh. 10,000,000 payable in 3 calendar years on monthly installments.  (Assume the statutory interest rate of 15% p.a).

(x)
Taking into account sensitivity of the works done by Ms. Glory it was important to ensure her life.  The employer decided to pay for her one year policy premium that amounted to Tshs. 450,000.
(xi)
The other monthly benefits enjoyed by Ms. Glory were electricity, water, gardener’s wages to keep her house in first class, fees to KK Security amounted to Tshs. 300,000, Tshs. 250,000, Tshs. 350,000, Tshs. 500,000 respectively.

Required:

Compute the Taxable Income for Ms. Glory for the year of income 2014.

(20 Marks)

Question Four (20 Marks)

In year 2001, the Commissioner for Large Taxpayers received a return for income of KKL Ltd showing a net profit of Tshs.  214,481 computed after making the following deductions:
	Sales
	273,970,710

	Cost of sales
	(150,000,000)

	Gross profit
	123,970,710

	Operating expenses
	27,000,000

	Other expenses
	96,756,219

	Net profit
	214,491


Included in the other expenses item is a list of the following:

· Exchange loss of Tsh. 42,143,000.

· Compensation to terminated employees – Tshs. 618,500.

· Armotized amount of replacing a roof – Tshs. 4,733,000.

· Payment to remove erroneous terms of loan contract – Tshs. 821,000

· Penalties for VAT – Tsh. 3,500,000

· MD’s personal visitors entertainment express – Tshs. 388,000.

· Political parties contributions – Tshs. 1,007,450.

· Board meeting expenses – Tshs. 4,753,205.

· Incentives – Tshs. 1,473,205

· Treasury loan used by Director to go abroad on vacation – Tshs. 3,543,123.

· Cost to prepare provision accounts – Tshs. 1,232,456.

· Construction of a new lab cost – Tshs. 13,520,620.

· Cancellation of contract – Tsh. 8,326,124.

· Salaries for future services – Tshs. 6,577,000.

· Legal cost for unsuccessful recovery of salaries from terminated employees – Tshs. 627,000.

Required:

Apply the provisions of the Income Tax Act 2004 to determine the taxable income for and tax payable by KKL Ltd for the year of Income 2001.




(20 Marks)
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