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RATE OFTAX (inetuding witv's employment, sell employment ond professtonsl Income rate of tax),

Yoar of flneome 2020,

Monthly tanable pay

(IKsh)
| 2,000
2001 12,000
Facess ovel AR RN

Ainunl tnxahle pay

(Kuh)
| 28,000
JHN,001 SBK 000
Lincenn ovey IHB.,000

Persanal wliel Kah, 2400 permonth (Ksh 28500 per unnm)

g .

Rute of tax % in each
(Ksh)

10%
25%
30%

Ty estnment allow 'm'v g T, -
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T — - o)
Caphtal expenditnre lnvavred on M
onthly  Annual
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(A) Mwikni Y el ey
y ;..:::.‘.\.,.,\.,,m :::: I'” ::"‘ ::'"l your of use 2% Upto 1200cc 2600 43200
o the thmt yonr of une 25 1201 - 1500 ce 0,
: ::mhlmr:nvd for manulnctuge SO% b tho Nt yonr of ung 2.':’%1 1501 . ]3;‘; t:; gigg Z;goog
" “" l:“-‘ hildings 0% per yemr on roduelg bnlimee 25% 1751 - 2000 ce 7200 E6A00
EEE e pasatorage fackitles | 10% por yenr on redi Iy bulonco 2001 - 3000 cc 8,600 103 200
¢ Bdhicational Mostels bullding 0 9 léll 2 800
¢ Commenial building Vg il SRS
G ':h;:tlgﬁy S0% I the fimt yenr of use 25 () Pick-upg, Panel
- chinery used for manufacturs | S0% In the firat year of ue 25% Vana (unconverted)
. o A 0
. \h‘ \l""-"::l"‘t‘}"l“"l S0% In the fimt yenr of ugo 25% Upto - 1750 cc 3,600 43200
: ). e of alrenan 25% por year on reducing balunco Over - 1750 cc 4200 50400
ftor vehicles and heavy oaith 25% por year on reducing balaneo
i ooving equipment 10% per yenr on reduclng balance
* Compater saftware, ealealnton, 1O% por yenr on reducing bulnnce
coprers and duplicating 25% per year on reduclng balanco
machines 50% In the flrst yoor 25%
« Fumiture and fiitings
* Telecommunication equipment
« Fitim equipment by n loeal
prostucer operations uncder
proapecting Hghts and
explomtion under mining righta
+ Other machinery
(¢) Purchase/acquisitdon of rlghts 1o vae 10% per year on reducing balance (i) Land Rovers/ 7,200 86,400
fibwe optic cable by telecommunlcation cruisers
\“l’lwlnln
(d) Farm works S0% In the first year of use
Commissioner’s prescribed benefit rates Monthly rates Annual rates
Services (Sh) (Sh.)
(1) Electricity (Communal or from a generator 1,500 18,000
(i1) Water (Communal or from a borehole) 500 6,000
Agriculturul employces: Reduced rates of benefits
(i) Waler 200 2,400
900 10,800

(i) Electricity
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SECTION A (32 marks)

Answer ALL questions in thiy sectlon,

Foo Bdnt theee ndviantagen of tamover (nx, (3 mark)
Ao State three offencen that may be commiied by a tax payer under value Added Tax (VAT) Act.
(3 marks)
Voo Ntade theee cninen of tnx evasion, (3 marks)
Ao State theeo typon ol returng thit may be filed by n tax payer, (3 marks)
S Listtheee prinelples of o pood tax nystem, (3 marks)
0. Mageto obtadned n lonn of Kah. 2,000,000 from his employer at an interest rate of 5% per
annum, Thie market interest rte In 15% per annum, Calculate the fringe benefit tax.
(4 marks)
7. State two rensons that make the government to levy taxes on its citizens, (2 marks)
8. The following costs were Incurred by Kaka Dairy Farm in the year income 2023.
Farm house 360,000
Cowshed 80,000
Chicken pens 40,000
Compute the farm works deduction for the year, (4 marks)
9. Vuya Limited, a Kenyan resident company, reported a net profit of Ksh 2,480,000 for
the year necded 31 December 2023,
Compute the corporation tax payable, (3 marks)
10, The following information relates to the employment income of Mr. Bidii for the year of
income 2023
Basic salary Ksh 45,000 per month
House allowance Ksh 15,000
Medical expenses of Ksh 12,000 where the firm provides medical scheme for al] employees.
Compute Mr. Bidii’y taxable income for the year of income 2023. Lo (4 marks)
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SECTION 18 (08 murks) |,
Answaer any FOUR yuastlony from this sectlon,

Finpludn ench of the Following tenms n used in aantion;
() Cuntom's duty,

(i) Lixedng duty

D Reprensive iy

(v)  Tax uhifting,

Kato Enterprisen In roglntered for Vil Added ‘Tax (VA T)) purposes, The

Tollowing tranmactions relato to the month of Apri) 2023,

Al L Parehased 3000 unlts nt Kl #40 per unit
b Purehased 1000 unlty at Kah 1250 per unit
O Sold 1,500 units at Kuh 1,300 per unit
B Sold 900 unl nt Knh 1 A50 per unit
12 Purchuned 1,200 unlts nt Koh 960 per unit
4 Sold BOO unitw at Kuh 1350 per unit
16 Nold 950 unitw st Kuh 1550 per unit
20 Sold 790 unitu nt Kah 1440 per unit

-

AL the transactions nre inclusive of VAT at the standard rate of 16%.

Prepare n Value Added Tax (VAT) ncconnt,

(% marks)

(9 marks)

Fxplain four objectives of issuing personal identification Number (PIN) to tax payers

in Kenya,

Beli and Sheri are in partnership buginess sharing profits and losses equally.

(% marks)

The following, is the income statement of the firm for the year ended 31 December 20223

Ksh Ksh

Giross Profit 4,325 000
Less expenses
Salaries and wages 1,520,000
Depreciation 250,000
Drawings - Beli 405,000
Interest on capital - Beli 58,000

- Sheri 98,000
Water and electricity 38,000
Donations 100,000
Travelling expenses 75,000
Purchases of furniture 54,000 2598000
Net profit 1,727,000
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Additdonal Information:

Salaries and wagoes include salary of Ksh 330,000 paid to Sheri.

Capital allowances were agreed with the commissioner for domestic taxes at
Ksh 388,000,

L]

Determine the:

(1) Adjusted partnership income for he year of income 2023,
(D) Taxable income of each partnor, (9 marks)

Explain four functions of the Cabinet Secretary for Treasury in Kenya. (8 marks)
Salia is an employee of Biko Limited.

The following information relates to his income
tor the year 20223

Basic salary of Ksh 95,000 per month (PAY B Ksh. 16,000 per month)

House allowance of Ksh 386,000 per annum,

A company car of Ksh 2,500 cc purchased on 1 January 2022 for Ksh 2,300,000
He contributes Ksh 7,6000 per month to NSSF and Ksh 6,300 per month to a
registered Home Ownership Savings Plan (HOSP)

* Farming income Ksh 360,000

Determine;
(1) Salia’s taxable income for the year of income 2023,
(i) Tax payable for the year of income 2023. (9 marks)
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foagar Do ways in which Pay As You Lamn (PA Y 1Y) satisfies the principle of a
proasl tak ayatein (% marks)

P fedlowing tneome statement relates o Pako Limited for the year ended 31
[ eecemdsed Mi2h

Ksh 000 Ksh 000

Crioss prodit 13,000
Pyotid Beoan diapesal of motor vehicle o)
Nad delas geaovered 128
C o ssgons receyved 300
14 008
Fesn: Fapensas
Depreciation 630
Salanes and wapes 1,760
I Meestors remune ration 1,500
Fovcign eschange loss 520
Dronations 250
Insuran e 140
Lepal expenses 40
Fax penahy 2000
Hepars and maintenance 730
Rents and rates 610
380,000 8,800
Net profit _S_;L()&

Additional information:

+  Directors remuneration include Ksh 350,000 for the managing director’s
son wedding.

*  Bad debts recovered include Ksh 1000,000 in respect of specific bad debts.

«  Legal expenses included a court fine of Ksh 20,000 for breach of trade
agreement.

+  Capital allowances were agreed with the commissioner of Domestic taxes at
Ksh 560,000

*  Donations comprises of:

Trade association 70,000
Poliucal pany 180,000
250,000

(1) Prepare a statement of adjusted taxable net profit for the year of income
20023.

(1) Determine the corporation tax payable.
(9 marks)
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