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HBC 2123 :  INTRODUCTION  TO TAXATION  

DATE:   APRIL   2015	                           	                           TIME: 2 HOURS
INSTRUCTIONS: 
ANSWER QUESTION ONE [COMPULSORY]  AND ANY OTHER  TWO QUESTIONS    
==========================================================

QUESTION ONE [30 MARKS]
(a) Define the term taxation and clearly explain  three characteristics of taxation   [6 marks]
(b)  Taxed are mostly  imposed  by the government with the objective of raising revenue.  Explain  the other major  objectives  of taxation  by the government.  [6 marks]
(c) Differentiate  between the canon of elasticity and the canon of flexibility in relation to the principle  of a good tax   [6 marks]
(d) Budgetary  policy refers to measures designed  so as to achieve  definite  budgetary  objectives.  Explain  the objectives   of budgetary  policy to the government   [6 marks]
(e) Describe the various  terms of incomes that  are chargeable  to tax  [6 marks]
						
QUESTION TWO 
(a)  Explain  the merits and demerits of progressive tax  system  [10 marks]
(b) Using  a diagram clearly explain  the relationship between tax incidence on sellers and buyers and elasticity of supply and demand  [10 marks]



QUESTION THREE [30 MARKS]

Jikage supermarket Ltd  registered  for VAT on 15th December  2010.  On that date 
JT had goods in stock for sale valued at shs 96 000 and for which  input  tax had 
been paid.   These goods were subsequently sold in March  2011.  During  the four 
months ended 30 April 2001, the  supermarket completed  the following  
transaction.  The  purchases  and sales are inclusive  of VAT, at eh standard rate, 
where applicable.  

Months 		Purchases (shs)	Sales (shs)
January 		2 450 000		3 200 000	
February 		2 870 000		3 460 000
March		3 250 000		2 940 000
April			3 120 000		3 500 000

Additional  Information 
1. 10% of the monthly purchases  and sales relate to except  goods  
2. 20%  of the monthly sales represent   goods  expected to Uganda  
3. Credit notes  amounting to shs. 25 000 were issued  to customers in march  2011
4. VAT on monthly electricity consumption was shs. 2000 

Required; 
VAT  account for the  four month period ended 30 th  April 2011 (20 marks)

QUESTION FOUR
(a) Mr Kundi, an engineer employed  by Banda  Ltd, has provided you with the following information  for the year ended  31/12/2007 
1. Basic  salary  per months  shs. 45 000  (PAYE  shs. 3000)
2. Pension  from previous employment  shs. 20 000 per month
3. Staff meals  provided by the employer shs.  200 per month  
4. He is housed  by the company  which deducts  shs. 3000 per month from his pay as rent
5.  He is provided with a company car with engine capacity of 2000cc hose value as at 1st  January  2007 was shs. 600 000.
6. He contributed   shs. 240 000 during  the  year to a registered  pension scheme
7. He owns a poetry  farm.  The following  information  was extracted from the poutry farm records for the year ended 31st  December 2007.  
Shs. 
Gross Farm receipts 		160 000 
Labour  wages 			60 000
Purchase of a pick up		400 000	
Construction of chicken pen 	45 000
Miscellaneous  expenses 		20 000

Required: 
(i) Determine the  total taxable  income of Mr. Kundi  for the year ended  31st December  2007 [14 marks]
(ii)  Calculate  the tax payable   (if any) by  Mr Kundi  for eh year ended 31st December 2007  [6 marks]

QUESTION FIVE
(a) Explain  the various  incomes that are excluded  from  wife’s  employment income    [4 marks]
(b) Describe the various expenses  that are not allowable  to be off-set against incomes from employment    [10 marks]
(c) Passage  paid  by an employer  is a taxable  benefit  to the employee .  Describe the conditions  that need to be satisfied so that passage paid by an employer  is not taxable   [6 marks]
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