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DURATION: 3 HOURS Plus 5 Minutes reading time
MARKS: 100
INSTRUCTIONS:

5
'

Check that you have the correct examination paper in front of you.
This Examination paper has TWO Sections. Section A s
COMPULSORY while you are required to choose ANY other THREE
Questions from Section B. Answer only FOUR (4) questions.

All questions must be answered in the answer booklet PROVIDED
only.

Write down the number of questions answered on the cover of the
examination answer booklet.

Begin each question on a new page.

6. Credit will be given for orderly, logical, presentation of materials.

7. No other material is allowed in the Examination, except what has

been permitted. Students must present the Clearance Form, Student
Identity Card and the NRC in order to write.
Programmable calculators are not permissible.
There shall be NO form of communication among students during
éxamination. Any students caught doing this will be disqualified.

DO NOT TURN THE PAGE UNTIL YOU ARE TOLD TO DO SO



SECTION A - COMPULSORY
QUESTION ONE

a) Explain reasons that led to the introduction of the Presumptive Tax and the
Benefits which have been derived from such. (10 marks)
b) James Banda runs a Business Centre under the GSB innovation Centre. He
acquired a Lenovo Laptop and a prihter for the business on hire purchase from
Zambia Rent-a-Computer Ltd on 1 June 2020. Under the agreement terms, he
made an initial deposit of K1, 500 which would be followed by six monthly
instalments of K1, 200 each starting on July 1, 2020. The Cash Price for the
computer was K5, 000.
"~ Required:
a) List and briefly explain THREE features of Finance Lease and Operating
Lease. (6 marks)
b) Calculate the capital allowances claimable by James Banda for the year
ended 31 December 2015. ‘ (4 marks)
Total: (20 marks)
QUESTION TWO

BUSONGO and NAMWIINGA are in partnership sharing profits and losses in the ratio
2:3 respectively after allowing for partnership salaries of K80,000 per annum for each.
The partnership accounts are prepared annually to 31 December.

On 1 April 2020, MAMBILIMA was admitted to the partnership and with effect from that
date, the partnership agreement was changed. Profits and Losses and partners’ annual
salaries were to be provided for as given in the table below:

Busongo Namwiinga Mambilima

Salaries per annum K64,000 K60,000 K56,00
Share of balance of profits or losses D % r g
The partnership’s profit and loss account for the year ended 31 December 2020 was as
follows:

: K K
Gross profit gt 754,940
Less expenses: \ 4 -
Depreciation : 16,300
Repairs and renewals Note 1 31,760
Wages and salaries Note 2 257,300

Rent and rates Note %! 168,580



Electricity Note 4 5,030

Legal expenses Note 5 8,430
Misc expenses Note 6 24,280
Provision for income tax 20,360
Motor car running expenses Note 2 12,500
(544 ,540)
Net profit ‘ . G480

The following notes to the profit and loss account are given:

Note 1 — Repairs and renewals

This includes initial repairs of K6,000, incurred on repairing a second-hand fire safety
equipment in the factory purchased during the year that was not in business usable
form.

Note 2 - Wages and salaries

Included in wages and salaries are the partners’ salaries of K24,000 for Busongo and
K10,000 for Namwiinga.

Note 3 - Rent and rates

One third (1/3) of the expenditure on rent and rates relates to rent paid for the partners’
private residences. '

Note 4 - Electricity

The charge for electricity is made up as follows

K
Electricity for partners’ houses 1,382
Administrative offices 1,658
Factory 1,990
Total 5,030
Note 5§ — Legal expenses
These are made up of the following: K
Legal fees in respect of alleged faulty goods 2,300
Lawyers’ fees in connection with defending partner for speeding offence 1,730
Registration of title for the newly acquired land 2,400
Unsuccessful appeal against previous year's income tax assessment 2,000
Total : 8,430
Note 6 — Misc expenses
These expenses consist of the following:

K
Donation to a Political party -EFF 5,000
Theft of money by junior employee : 6,200
Donation to an approved public benefit organization 13.080
Total ; 24,280

Note7- Motor car running expenses (See note 8 also below)






