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Answer all guestions

Question one:

Golden star company is a Sudanese public share holding company
specialized in the field of vegetable oil production at its head quarters in
Khartoum. It is registered under the value added tax law since 2001. On
January 1, 2010 the company established a branch in Addis Ababa
Ethiopia, due to low production costs, the company also hired a key agent
Hassan Ahmed, and set up a store in Asmara science, January 2015 to
distribute their products there.

On March 1, 2015, the company sent general manager Mohamed
Mahmoud and two sales managers to Asmara and rent to them another
building in Massawa to export oil to Saudi Arabia, as well as importing tea
from Kenya in the name of a new business Golden star for import and
export and registered in accordance with the requirements of the Eritrean
business law by sharing Eritrean government in the capital of the company
50% of the company shares. Since tea sales have become profitable in the
Gulf, the company decided in July 2015 to establish a 100% subsidiary in
the name of Golden tea based in Riyadh. Golden tea started trading on
August 1, 2015 and prepared its first accounts for 18 months for the year
ended 31/12/2016.

Golden Tea Company started its sale in the whole sale, but began as a
retailer during the year 2016, where bough a new building in the city of
Jeddah and this building is used in the following:

1. Refill the tea in the packets of Deepak.
2. The storage of coffee imported by traders for a fee of 5 riyals for pouch
(sachet) per year. Has been stored 1,000,000 pouches during the period.

The building has an exhibition “Gallery” and administrative office, and is
likely to be the head quarters of the Saudi Duty free zone in Jeddah. The
Golden tea company re-exports tea to Sudan at the normal commercial
price in addition to a profit margin of 25%. This works leads to maximizing
its profit as it is subject to Zakat on business “trade offers” in Saudi Arabia
and business profit tax in Sudan, according to the double tax avoidance
agreement between the two countries which provides for the exemption of
all individuals, capitals and Saudi companies of any current and future
taxes in Sudan. As for the tax relationship between the Sudan and Eritrea
no agreement was signed on the double tax avoidance. Conversely, a
double tax agreement was signed between Sudan and Ethiopia in mid-
2012, effective on September 1, 2015. In late August 2015 Golden star
established the Golden star for e-commerce company in Ethiopia to refund
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tax, paid by non-resident Sudanese through Addis Ababa airport for a
commission of 5% of the refunds. The company was able to recover
$560,000 during the period from September 2015 to December 2016.
Some of the available VAT subsidies for the period from January 2015 to
December 2016 are as follows:
Firstly: The total sales of oils in the city of Asmara reached $5,000,000
after paying the cost of transportation from Addis to Asmara by $100,000
and customs fees of $15,000 and deducting commission of the agent
Hassan by 2.5% of the total value of sales.
Secondly: The total oils manufactured in Addis Ababa for the same period
amounted to 6,000,000 gerban oil sesame 50 Lbs and the price of pound is
$ 1.25, has been the import of 10,000 tons of sesame from Gedaref worth
850,000 dollars and 10,000 dollars transport cost in return, the same
(freight) trunks Abag of 20,000 feed from Ethiopia to Sudan at half the cost
of transporting sesame with the payment of customs duties in Sudan in the
amount of 1,900,000 pounds including (870,000 pounds VAT and 330,000
pounds tax paid under business profit tax (BPT)). Note that the sale price
of feed in Sudan is 450 pounds for the bay.
Thirdly: The net revenues of the oils exported from the port of Massawa
by the Golden star company for import and export to the Saudi markets
amounted to $12,000,000 the amount of $3,000,000 was transferred to
Khartoum after the Eritrean government received its share and transfer
the remaining amount to the Kenya to import 1,000 tons of tea.
Fourthly: The Golden tea company has re-exported the number of 60,000
tea cartons at a total of $1,500,000 according to the customs certificates in
the port of Sudan and its sales within the free zone in Jeddah worth SR
1,100,000.
Fifthly: The total tax paid monthly by the monthly declaration for the
period from January 2015 to December 2016 amounted to 2,500,000
Sudanese pounds.
The official price of the dollar against the Sudanese pound is 15.6 pounds
and against the Saudi riyal is 3 pounds.

Required:
1. As the tax advisor of the Golden star company - explain the position
of the company for the value added tax? (25 marks)

2. Explain- How VAT is treated on the commission collected from the
tax refund (cash back) by Golden star electronic trading.

(5 marks)

Total (30 marks)
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Question two:

Golden star company sent the general manager Mr. Mohamed Mahmoud
1/10/2015 to the state of Eritrea to reorganize and manage all the
company’s business in Eretria. In addition to the main agent Hassan and
the Golden star for import and export, in addition to direct supervision of
the activities of the Golden star of electronic trading in Addis Ababa against
a commission estimated 0.02% of the company’s revenue in Addis. This
work requires the stay of Mr. Mohamed Mahmoud in Asmara for a period
of 2-3 years on the order of the board of directors in Khartoum. Therefore,
Mr. Mohamed Mahmoud is not a resident of Sudan despite his Sudanese
nationality, although he was sent to Eritrea, but still continues as an official
member of the Golden star company and performs his duties in Asmara
and Khartoum and receives the following:

1. His basic salary about 2,500 dollars per month.

2. The cost of living is $750 per month.

3. Medical allowance, three months basic salary plus cost of living

allowance for the year.

4. Closing allowance two months basic salary a year.

5. Social allowance $50 per child per month for three children and a
wife.

6. The company has secured the rent of a furnished apartment for Mr.
Mohamed Mahmoud in Asmara for $1,200 per month plus a cleaning
worker fee of $200 per month and $300 for water and electricity.

Mr. Mohamed Mahmoud has income from rents of other apartments
located in the city of Asmara generate another revenue of $60,000 per year
after payment of local taxes to the city of Asmara $5,000 a year and
commission transfers by 0.004% of the amounts transferred from Asmara
to Khartoum.

Required:

Calculate the income tax payable by Mr. Mohamed Mahmoud for the

period from January 2015 to December 2016.

(20 marks)
(Total marks for section 50)
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Question three:

Golden star co. Ltd has submitted to the unified tax center its tax return
supported by audited accounts for the financial year ending in December
2016 according to the following data:

Income statement for the year
ended at 31 December 2016

Particulars “000”SDG | “000”SDG
Sales 3,536
Cost of sales:
Raw materials "sesame and Groundnut” (1,079)
Labour cost (758)
Production over head cost (453)
Cost of sales (2,290)
Gross profit 1,246
Sale and distribution expenses (221)
Administration expense (252)
Total general and administration expenses (473)
Interest paid (85)
Dividend and interest received 24

(61)
Net profit before tax 712
Tax and Zakat paid (210)
Net profit distributable 502
Dividends (350)
Retained earnings for the year 152
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Financial position for the Golden star

As at 31 December 2016

Details 31 December 2016 31 December 2015
000SDG 000SDG
Noncurrent assets:
Tangible: Cost Deprecation net book value [Cost Deprecation net book value
Lands and buildings 2,000 750 1,250 | 1,700 745 955
equipment 1,368 525 843 | 940 310 630
3,368 1,275 2,093 | 2,640 1,055 1,585
Investments:
Investment in foreign companies 800
2,893 1,585
Current assets:
Inventories 758 628
Trade receivables 260 194
Dividend received 15 _
Bank 22 .
1,055 822
Current liabilities:
Trade creditors 234 253
Proposed dividend 200 180
Tax 251 204
Government grants 125 75
Overdraft - 28
(810) (740)
Non-current liabilities:
Deferred tax 252 141
Government grants 220 160
7% bonds 968 _
(1,440) (301)
Capital and reserve:
Ordinary share 1SDG 1,100 1,000
Reserves:
Share premium 180 100
Retained earnings 418 266
1,698 1,366
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You may provide the following information in addition to the information
of the first Question:

1.

2.

Sales item: cash sales of sesame oil for 23,574 Girkana 4.5 liter bottle

at price 150 SDG for Girkana.

The item of production overhead costs includes the followings:

i- The amount of 80,000 pounds is (extinguish) amortizing for
government grants.

ii- The amount of 33,000 pounds for the production of recycled
plastic bottles of plastic waste.

iii- The amount of 328,320 pounds is the 2016 deprecation for the
equipment calculated at rate of 24%, while, the taxation chamber
approves 10% depreciation of equipment.

The item of administrative costs includes amount of 210,000 pounds

which is the depreciation expenses of land and buildings calculated

at 4.5%, while the tax administrate approved 2.5% only.

For the dividend and interest received are:

i- The amount of 14,000 SDG is the company’s share of net profit
from its subsidiary Golden tea company after payment of Zakat
in Saudi Arabia.

ii- The amount of 10,000 SDG is the interest received from the
company’s funding for betting and lottery competitions for tea
projects in Kenya.

For the item of tax and Zakat paid, they are detailed as follows:

- Profit tax for the year = 71,200 SDG.

- Zakat of the year = 19,820 SDG.

- Value added tax (VAT) = 118,950 SDG.

New share were issued with 10,000 ordinary shares of the

company’s employees with a total market value of 50,000 SDG. A

delegation registered in the capital account and reserves under a

special plan for employees to encourage them to stay in the company

therefore employees should pay the company the par value of the
shares only. While the company incurred the difference and was
included in the cost of labour item. In addition to these new shares,
the company’s total shares are divided by 70% Sudanese Muslim and

30% non-Muslim foreigners of Ethiopian and Eritrean nationality.

In October 2016, the company issued bonds with interest of 7% of

total amount 1,000,000 SDG and a discount of 5%. These bonds are

redeemable on 30 September 2021 at nominal value and with a

discount of 4%. Therefore the company has worked to treat the
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accrued on the basis of its distribution equally over the next five
years and to include it in the interest item due annually.
Required:
Calculate the income tax from business profits due to the company for
the year 2016 - you should refer to the information of question one.
(25 marks)
Question four:
- Taking the first and third question information into account:
a) Calculate Zakat payable by Zakat payers from the shareholders
(owners) of the company.

(20 marks)
b) Briefly explain - what is legitimacy of Zakat on the interest
received from the company’s funding for Kenya betting

competitions.
(5 marks)

(Total 25 marks)
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