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General Comments 

The examination consisted of five compulsory questions (Question 1 was for 30 marks and question 2 for 25 
marks, whilst questions 3 to 5 carried 15 marks each).  The questions required both computational and 
descriptive type answers.  The majority of candidates attempted all the five questions, although there were some 
candidates who attempted only parts of questions. This was particularly so for questions 3 and 4. 
 
Performance in this paper was very poor and below what had been expected. Although most candidates handled 
questions 1 and 2 well, the performance in the other questions was not satisfactory and therefore affected the 
overall result. It was clear from the answers for question 3 that the majority of candidates were not conversant 
with certain provisions of VAT. Most candidates demonstrated that they had very little knowledge or had just 
memorised the principles and applied them without due regard to what was requested of them to demonstrate 
knowledge of the subject. With regard to questions 4 and 5, it was apparent from the answers given that the 
majority of the candidates did not read and understand the requirements of these questions. As for question 5 
the instructions given in the question were not followed and candidates gave out generic answers. 
 
Workings were generally shown and there was an improvement in the layout of the answers, particularly for 
question 2, in which most candidates used tabular form to present their answers. Good presentation allows the 
markers to clearly follow what is trying to be achieved by the candidates.  Although there was an improvement, 
candidates could always give more thought to the layout and organisation of their answers. 
  
Performance in this paper will improve once candidates carefully read the requirements of each question and not 
be seen to give memorised answers, especially when it comes to questions on Value Added Tax.  It is important 
to read and understand the question before attempting it, to ensure that the candidate gives the appropriate 
answers and therefore does not waste time in giving information which is not relevant to the question. It was 
common for candidates to give explanations for adjustments to taxable income which was not a requirement, this 
was particularly so for questions one and two. Candidates were requested that answers should be to the nearest 
K1 and yet some candidates provided answers to the nearest K, 000. Candidates should learn to read and 
understand the instructions given at the front of the paper. 
 
For candidates to perform well in this paper it is important that they adopt the following approach:  
• Read and understand what the question requires and follow the instructions 
• Improve on presentation of answers, such that they are easier to understand. Tabular form of presentation 

would reduce the time candidates take to answer computational questions, particularly where comparative 
analysis is required or where more than one year computations are required or share of partnership profits 
and taxation of such. 

• Where answers need to be worked or calculated, all workings must be shown. Candidates should not just 
present the final answer but show a reasonable work trail of how they got to the final figure. Workings to 
answers, particularly where the figure is made up of two or more items, must be clearly shown. 

• Be familiar with the recent amendments to the Customs and Excise Act, VAT and Income Tax Act, made up 
to 30 September cut-off date for examinable legislation, for the following June and December examination 
sessions. 

If candidates stopped to read the question and understand what is being required of them there would be a very 
significant improvement in the quality of the answers. The poor performance by many candidates was once again 
a result of the candidates not carefully reading the question, which resulted in answers provided not directly 
addressing the question.  
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Specific Comments 

Question One 

This question dealt with taxation of a company in the agricultural sector. The company was involved in growing 
vegetables and fruits, processing them and selling on both the domestic and export markets.   The question was 
for 30 marks and was divided into four parts. This question on the whole was reasonably well answered by a 
majority of the candidates. It showed that candidates understood in general what was being examined and the 
principles of taxation as it affected companies and also the calculation of capital gains.  
 
The specific comments for each part of this question are as follows: 
 
Part (a) was for 14 marks. This involved the computation of profits subject to taxation. Candidates were expected 
to start with the accounting profit and make any necessary adjustments to arrive at the profits that would be 
subject to taxation. Generally this part of the question was well answered by a majority of the candidates, 
although there were a few who disallowed almost every expense item. The ones that did not do too well also 
missed the point that they had to make adjustments to allow for export incentives and export transport 
allowance. It was also noted that most candidates who worked out the export incentives allowance did not do so 
on profit from exports. They worked this out based on turnover. 
For candidates to do well in these type of questions, they should ensure that the items that are disallowed are 
the ones that are not allowed by statute, are of a capital nature or do not pass the test of wholly, exclusively and 
necessarily incurred by the taxpayer for the purpose of his trade or in the production of income 
 
Part (b), for 5 marks, required candidates to work out the balance of tax that would be payable by the company 
based on the profits worked out in part (a). Generally the majority of candidates handled this part well. They 
deducted brought forward losses from the profit and worked out the tax. From that they deducted withholding tax 
paid and provisional tax to arrive at the balance due. 
However, it was noted that some candidates deducted the loss in the adjustment to profits in part (a) instead of 
doing it in this part. 
 
Part (c), for 3 marks, required candidates to state the provisions for dealing with losses, where a company has 
tax losses for the year. Generally this part was well answered. 
 
Part (d) was for 8 marks. This required candidates to work out the additional tax that would be payable by the 
company as a result of sale of investments in shares. This part was reasonably well answered, except that most 
candidates applied the indexing factor to all sales even though it was only the sale of shares in Mendulo that 
required that adjustment. It was also noted that some candidates did not work out the capital gain for shares that 
were held in a listed company, because the shares had been held for more than a year. What was required was 
for them to work out the gain but state that it would not be taxable.  
It is important that candidates should follow instructions. Further for this type of question, candidates should 
make sure that they are familiar with the applicability of indices. 
 
Question Two 
 
This question dealt with the taxation of income of a partnership of three practicing accountants. This question 
was for a total of 25 marks and was divided in three parts. Overall, this question was well answered by a 
majority of candidates.  Where tabular form of presentation was not used, some candidates wasted a lot time 
duplicating information due to rewriting common information when it came to working out the taxable income of 
each partner and the respective tax to be paid by each of the partners. This included information on tax credits.  
 
The specific comments relating to each part are as follows:  
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Part (a), for 12 marks, required candidates to compute the income subject to taxation for the partnership for the 
year ended 30 June 2011. Most candidates answered this part reasonably well by adjusting profits that would be 
taxable. However a few candidates made an adjustment to disallow interest on capital even though this interest 
had not been charged to the income statement in the first place. It is important for candidates to realise that to 
disallow an item of expenditure it should have been charged to the income statement. In this particular instance, 
this should just have been taken as income in working out the income for each partner.  
 
Part (b), for 4 marks, required candidates to allocate the profits to each of the partners. This was generally well 
answered, except that candidates also allocated to the partners income which had not been shown as a 
disallowed item in the computation.  
In terms of presentation, the answers were well presented. However, some candidates ignored the instruction 
that answers should be to the nearest K1 and presented their answers to the nearest K’000. 
However, on the whole most candidates performed fairly well in this part of the question.  
  
Part (c), for 9 marks, dealt with the calculation of tax that would be payable by each of the partners for the year 
ended 30 June 2011. This part was generally well answered.  However it was noted that there was in most 
cases a duplication of effort in that income was shown in the allocation of profits and also shown here. What was 
required was for candidates to show income that had been allocated as a line item and add income from other 
sources not previously accounted for. From the total income, tax would be calculated and tax credits accordingly 
deducted to arrive at tax payable. 
What was pleasing was to note that a majority of candidates correctly treated the tax credits by allocating 
amongst the partners.  
 
Question Three 
 
This question dealt with value added tax (VAT) and was in three parts. The question was for a total of 15 marks.  
On the whole, this question was not well answered, although some candidates answered this question 
satisfactorily. However, this was an exception rather than a rule. Generally it appeared that most candidates are 
not very conversant with the provisions of VAT. 
  
Part (a) was for 4 marks and required candidates to state the records that must be maintained for the purposes 
of accounting for VAT. This part was not well answered. The answers given were mostly guesses   
It is recommended that candidates should read the relevant Act where such requirements are clearly stated. 
 
Part (b) was for 3 marks. This requested candidates to state the circumstances under which VAT may be claimed 
on stock and capital goods which were purchased by a taxpayer prior to him being registered for VAT. 
This was also not well answered. Many candidates simply gave the general requirements for a taxpayer to 
register for VAT instead of focusing on the specific requirements for one to claim VAT on Stock and capital goods 
as required in the question. Others who were specific did not understand that for such claims the stock must 
have existed by the date of registration. 
  
Part (c) was for 4 marks and required candidates to explain how the output tax of a taxpayer registered under a 
retailer’s special scheme and supplies both taxable and exempt supplies would be worked out. 
The answers produced by most candidates, clearly showed that they did not understand how the retailers special 
scheme works. Candidates should familiarise themselves with the retailers scheme. 
 
Part (d) was for 4 marks and required candidates to work out the tax based on their understanding of the 
operation of the retailers special scheme. Again very poor answers were provided. Candidates should make sure 
that they read and understand the VAT provisions. Answering questions based on memorising past papers will 
not work, as the scenario of the question will not be the same.   
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Question Four 
 
This question was for 15 marks and was divided into three parts. Generally this question was not well answered 
particularly parts (b) and (c). 
 
Part (a)(i), for 4 marks, required candidates to list any four types of expenditures which can be regarded as 
mining expenditure. Generally most candidates managed to list these expenditures. Some however, listed farming 
expenditures instead. 
Again this illustrated the point of understanding what was being requested.  
  
Part (a)(ii) was for 2 marks. This requested candidates to state how mining expenditure is treated for taxation. 
This was basically a follow up question to (a)(i). Very poor answers were given indicating candidates did not 
understand the provision of the taxation of mining operations. Candidates should make sure that they become 
familiar with these provisions’ 
 
Part (b) was for 4 marks and required candidates to explain the involuntary conversion of an asset for capital gain 
purposes. This was poorly attempted and most candidates seemed not to be aware of the term and consequently 
how the resulting gain or loss would be dealt with. Again candidates should carefully read questions so that they 
give appropriate answers. 
 
Part (c) was for 5 marks and required candidates to briefly outline the appeal procedures and state the role of the 
special arbitrator. Most candidates’ answers were not brief but detailed. Secondly candidates did not state that 
the first stage of the appeal process is to the commissioner. The appeal to the arbitrator is done by the taxpayer 
and not by the commissioner. 
Again careful reading of the question would have resulted in candidates giving appropriate answers 
 
Question Five 
 
This was a tax planning question, which dealt with the mode of business and how it is taxed. In this respect it 
was about the business of a non-governmental organisation which is also involved in trading activities. The 
question gave out specific information about the operations of the organisation as far as funding from donors was 
concerned and also information with regard to its trading activities. The question was divided into two parts and 
it was for 15 marks. 
 
Part (a) required candidates to explain the taxes that would be applicable to the specific non- governmental 
organisation clearly spelling out those taxes that would apply and those that would not apply. This part was for 9 
marks. This part was not very well answered by the candidates, because most candidates dealt with this 
question as a generic issue. Most did not use the information provided in the question in the formulation of their 
answers. Although generally the organisation would not be taxed on its revenues for charitable work, they had to 
pay tax on the trading activities. They mixed this with operations of a club which only deals with its members 
which was not the case here. Tax would apply on the profits from the trading activities like any other business. 
However, they identified the other taxes such as PAYE, VAT, Withholding Tax and Fringe benefits that would be 
payable. 
Candidates should, as much as possible, use information provided in the question so that appropriate answer can 
be given. 
  
Part (b) was for 6 marks was not well answered as most candidates completely ignored the tax on the profits of 
the trading transactions. For those that calculated the profits, they did not calculate the total liability arising from 
fringe benefits tax. 
  


