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INSTRUCTIONS TO CANDIDATES:

. No cell phones are allowed in the examination venue.

Answer any ALL questions.
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3. Begin each question on a new page. >
4. The number of marks for each question or part question is shown in

brackets [ ]




QUESTION ONE
PETER is employed as a deputy director in the Ministry of Mining. He is also in receipt of "
property and investment income from a number of business ventures. The following
information refers to PETER’s earnings and deductions for the year ended 31 December

2020: : ;
Employment: USS$
Salary 26 000
Bonus 3 000
Accommodation allowance 5000
School fees allowance 10 000
Representation allowance 8 000
Clothing allowance 2 000
Pension fund contributions (2500)
Retirement annuity fund (RAF) contributions (1700)
Professional subscriptions (500 )
PAYE (10 000 )
Medical aid contributions (5000)

PETER also makes use of an employer-allocated motor vehicle with an engine capacity of

3300ce
Property and investments:

Net rental income from a property in Mozambique 25 000
Net rental income from guest houses in Victoria Falls 20 000
Royalties from locally published books 15 000
Withholding tax on royalties from locally published books (2250)
Royalties from publications in South Africa 30 000
Foreign income tax on royalties (5250)
Non-executive director’s fees 28 000
Withholding tax on non-executive director’s fees (5 600)

Required:

Calculate PETER’s taxable income and tax payable for the year ended 31 December 2020.
Note: You should indicate by the use of zero (0) any amounts which are not required to be

included or which are not deductible in calculating taxable income.

QUESTION TWO

[25
marks]
[Total 25marks]

This question consists of three independent scenarios. You should respond to each
scenario by referencing the applicable legislation and using relevant case law to support

your answers.

Your answers do not need to be in any specific format (such as a memo).

Scenario A

Jill Pearson is employed as a tour operator for African Overlander Ltd, a Zimbabwean
company running tours into Botswana and Mozambique. Jill earns a fixed monthly salary of
$1,200. Jill currently works on a month-on/month-off basis — for one month she is out of
Zimbabwe leading a tour, and for one month she is at home in Gweru with her husband and
children, and works at her office at African Overlander planning her next tour.

Jill’s son Henry is studying Income Tax as part of his BCom degree, and recently told Jill
about the “residency” test. Jill is now considering discussing with her employer whether she



can spend more time outside Zimbabwe each y¢ar, irf the hope that this will exclude her from
the definition of Resident and reduce her taxable income. ;
You are required to advise Jill, with reasons, as to whether her plan will exclude her from the -
definition of Resident, and how else she might reduce the Zimbabwean income tax on her
salary. . ; : . [8marks]
Scenario B

The Seldom Active range of gyms and Crouching Tiger shoes intend brokering a deal,
whereby Seldom Active will offer free gym access to all Crouching Tiger employees, in
return for which Crouching Tiger will supply free training shoes to Seldom Active. The
company will in turn provide the shoes to its employees. The two companies believe that this
will result in no gross income for either company, since no money has changed hands, and
what has been received is for the benefit of their respective employees.

A regular gym membership at Seldom Active costs $60, while the retail price of a pair of
Crouching Tiger shoes is $50.

You are required to advise Seldom Active, with reasons, whether its understanding of gross
income is correct, and if not, how ZIMRA will view this transaction. [9 marks]
Scenario C

Mike Turner runs a used car business. Mike pays a small firm of accountants to keep his
accounting records and file his tax returns. Mike’s daughter Mini (a recently-qualified
* chartered accountant) recently sold her car, and Mike was surprised to hear that Mini does not
believe that she will pay any tax on the sale, even though she made a profit on the sale. “I pay
a fortune in tax on my car sales,” moaned Mike. “Perhaps I should get better accountants!™
You are required to explain to Mike why his car sales are included in gross income, while his
daughter’s sale is not, and whether either Mike or Mini are entifled io any deduction of costs
in respect of their sales. [9 marks]

[Total 25 marks]
QUESTION THREE

Fire Fighter(Pvt) Ltd is a company operating in Zimbabwe. For the year ended 31 December
2020, it produced the following statement of comprehensive income and supporting
information:

$ el

Sales 370 000 .
Less Cost of Sales (190 000)
Gross Profit : 180 000
Interest from foreign account e 3 800
Dividends received from Ninora Corporation , & ot Bl 704000

253 800
Less Operating Expenses
Depreciation 750
Salaries 35 000
Repairs and Maintenance 9 000
Administration 8 500
Director’s Fees 15 000
Value Added Tax Paid X 20 000
Dividends Paid 38 000
Dividends distribution expenses 3 000
Research into foreign transport market 10 080
Donations : 8950 | (148 280)




