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applicable.
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Answer all questions.

Use of a non-programmable pocket calculator is permissible.

Instructions
| B Make sure that you are writing the correct examination paper.
2. To earn full marks support your answers with calculations and reasons where

Disclaimer: The contents of this examination paper may be inspired by true events and real
individuals or organizations. While much effort has been put to ensure all characters, names,
places, events and incidents are fictional, some may be real, but all are intended for academic
purposes. The author (s) are not responsible for any errors or omissions in this paper or any

harm resulting from its use.
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QUESTION 1 [36 MINUTES] [20 MARKS]

Carefully scrutinize the following statements presented to you and indicate whether each
statement is true or false. Each question carries one mark.

1.

I

10.

11.

12.

13.
14.

15.

16.

A manufacturing company repainted its worn-out factory walls. This expenditure is
deductible for tax purposes.

Because employment is not a trade, no expenditure relating to employment may be
deducted under s17.

Expenditure that is of a capital nature may not be deducted under s17.

In order to be ‘actually incurred’, an expense must be paid.

A restraint of trade payment is a capital receipt in the hands of the recipient, but
included as gross income in his hands.

If compensation is given out of the taxpayer’s negligence, then that expense will not be
incurred in the ‘production of income’

If a taxpayer sells a residential house and this is the first time that he has ever sold fixed
property, it means that the proceeds must be capital in nature

Leasehold improvements made by a lessee to the property of a lessor are included in
the lessor’s gross income only when completed.

If a capital asset is sold at a profit, this is evidence that the proceeds on disposal
represent gross income.

To be included in the taxpayer’s gross income in a year of assessment, the receipt or
accrual must occur during that year of assessment.

The word ‘amount’ as used in the definition of gross income requires that the receipt or
accrual must have a monetary value.

The receipt or accrual of rentals by a property owner does not constitute a ‘trade’ being
carried on by him.

Income from dividends and interest constitute trade.

A natural person received interest from NamPost during the current year of assessment.
Such interest is exempt income.

The Namibia tax system is based on the source principle and not the residence principle,
meaning all residents and non-residents are taxed on the same basis in respect of
income.

Before any expense may be deducted in the determination of taxable income it must
actually produce income in the same year of assessment.

17. Namibian dividends received by non-residents are exempt from normal tax.

18.
19.
20.

The tax-free threshold for individuals in Namibia is N$50 000.
Assessed losses are carried forward indefinitely in Namibia.
Capital allowances are non-deductible because they are expenses of a capital nature.
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QUESTION 2

[36 MINUTES] [20 MARKS]

Samuel Nayem is 50 years old. He is the creative director of Advertisements Agency (Pty) Ltd.
He spends about four months of every year in Oshakati at its branch office, and about eight
months at its Windhoek head office during a year. He was in its employment for the entire year.
His remuneration package including benefits for the 2025 year of assessment were as follows:

Note N$
Basic salary 1 1 800 000
Performance bonus 2 400 000
Medical scheme contributions 1&3 57 000
Subsidies 4 92 000
Use of a company car 5 270 000
Housing benefits including meals 6 44 000
Subsistence allowance 7 36 000
Entertainment advance 7 10 000
Holiday accommodation 8 80 500
Payment of membership fees 9 5 400
Special uniform allowance 10 4 800

Samuel earned the following additional amounts during the 2025 year of assessment:

Local interest of N$201 800
Local dividends of N$80 000

Additional information

il
. The performance bonus is awarded on an annual basis

His salary of N$1 800 000 excludes any fringe benefits

All the employees of Advertisements Agency (Pty) Ltd are members of the same
medical scheme and it makes a 100% contribution to this medical scheme. Its
contribution of Samuel and his 20 year old daughter (a full-time student) amounts to
N$4 750 a month.

Advertisements Agency (Pty) Ltd subsidies the interest on the purchase of a vehicle by
Samuel. The interest benefit was correctly determined under the provisions of the ITA.
A company vehicle is available for Samuel’s use when he works in Oshakati. The
determined value of this vehicle is N$195 500 including VAT. Advertisements Agency
(Pty) Ltd pays all costs relating to this vehicle. Its total amounted to N$65 000 for the
year of assessment. He does not keep accurate records of expenses, but keeps an
accurate record of actual business distances travelled. He travelled 33 800km in total
during the year with the vehicle of which 23 100 km were for business purposes.
When Samuel is working in Oshakati, he occupies one of Advertisement Agency (Pty)
Ltd’s fully furnished flats. This flat is serviced and the company pays the electricity,
water and levies. The total cost of this flat amounts to N§10 000 a month. Samuel
usually has lunch at the branch staff canteen with the other staff members. He had 80
meals during office hours, and the cost of each meal was N$80.

Samuel received a subsistence allowance of N$300 (for meals and incidental costs) a
day or part of a day for the period that he was away from his home in Windhoek working
in Oshakati. He received N$36 000 for the 2025 year of assessment. He also received
an entertainment advance of N$10 000. If he entertains clients, he claims the expense
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incurred back from Advertisements Agency (Pty) Ltd, supported by the necessary
documentation. He incurred N$12 000 on entertainment and submitted the receipts.

. Advertisements Agency (Pty) Ltd paid N$80 500 (all inclusive) for a breakaway

vacation for Samuel for 14 days at a luxury game lodge.

. Advertisements Agency (Pty) Ltd paid all its employees” membership fees to a gym

group. This membership gives the employee entrance to exercise at any one of its
nationwide gyms in the group. Samuel is lazy and visited the gym on only 36 occasions
during the year. The cost of his membership is N$5 400 a year.

10. Samuel used N$4 800 to buy uniforms as required according to his contract of

employment. His uniform was distinct from ordinary clothes.

11. Samuel Nayem received an education policy payout of N$142 000 for his son, who was 24

years old, dependent on him and never married. He used the whole amount to pay his
university tuition.

Required:

Determine Samuel Nayem’s tax liability for the 2025 year of

assessment. Motivate your answers. (20 marks)
QUESTION 3 [36 MINUTES] [20 MARKS]

Rinaye Kalumbu is a resident of Namibia and has received the following dividends during
her 2025 year of assessment:

Date received Received from Amount (N§)

12-April-24 Namibia Building Society 6 900

18-Jun-24 Namibian Co-operative Society 16 800

22-Jan-25 NamZig Ltd - as part of liquidation 3 600
distributions (from revenue profits)

During the year she incurred expenses worth N$2 100 towards her building society dividends.

a)

Required:
Calculate all the tax effects of the above dividends on Rinaye Kalumbu’s
taxable income. (8 marks)

b)

Namib (Pty) Ltd is a resident of the republic pays an annual royalty of
N$300 000 + 5% of its turnover to Zim Holdings for the right to use its
trademark. The year-end of Namib is 30 June 2024 and the royalty is
payable no later than 15 July 2024

The turnover for the year ended 30 June 2024 was N$1.2 million.
Required:

i) Calculate WHT payable by Namib on behalf of Zim Holdings. (3 marks)
ii)Determine the date on which the WHT is due for payment. (2 marks)

c)

Identify the seven (7) key components of the gross income definition
according to Secl of the Income Tax Act (7 marks)
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QUESTION 4 [18 MINUTES] [10 MARKS]

You are given the following independent scenarios.

a) | Samuela Kuetja manufactures leather handbags. Due to cashflow
constraints, she was unable to pay for the latest consignment of leather,
costing N$35 000. She offered the supplier a delivery motorcycle with a
market value of N$38 000 in settlement of the consignment of the leather.
Required: Discuss the deductibility of the amounts for Samuela. (3 marks)

b) | Penda Heita has his own toy shop. His shop is situated at Grove Mall. He
pays a monthly rental of N$10 000 on the 30th of each month. Apart from
the N$10 000, he must also pay 2% rental based on his annual turnover
for the period 1 April 2024 to 31 March 2025 if the annual turnover
exceeds N$500 000. His turnover for the period from 1 April 2024 to 31
March 2025 amounted to N$500 000.

Required: Discuss the deductibility of the above amounts for the current | (4 marks)
year of assessment ended 28 February 2025.

c) | Christina Goeses operates a catering business from home. She does
catering for office parties and meetings. During June 2024, she calculated
that 80% (N$50 000) of her grocery purchases related to her catering
business. During the same month, she paid her domestic worker an extra
N$5 000 for her help in the preparation of the food.

Required: Discuss the deductibility of the above amounts for the current | (3 marks)
year of assessment with support of a relevant section.

QUESTION 5 [54 MINUTES] [30 MARKS]

Maria Shilombo (Namibian resident) is a jack of all trades, entrepreneur, property dealer and
regular gambler. She had the following income for the year of assessment ending 28 February
2025.

Item Amount N§

Salary 840 000
Compensation from a local insurance company 30 000
Interest from NedBank 110 000
Interest from Capitol Bank (SA) 230 000
Local dividends 450 000
Legacy received 350 000
Gift from a business associate 150 000
Profit on sale of his Osona housing estate 2 400 000
Share premium receipt 180 000
Subsidy on soil erosion 300 000
Annuity from a UAE Insurance company 100 000
Lump sum from her employer 500 000
Profit from business venture in Zambia 220 000
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Education policy payout for her 18-year old son

1 200 000

Sale of shares held as:

Investment 800 000
Trading Stock 650 000
Profit from gambling 70 500
Interest from Bank Windhoek 150 000
Restraint of trade payment received 250 000
Profit from Namibian Business venture 550 000
Ex-gratia payment from her late husband’s employer 80 000
Gross income ?
Required:

a) Calculate the gross income of Maria Shilombo for the year of assessment

ending at 28 February 2025. As part of your answer provide a reason for (25 marks)
every item excluded from gross income.

b) Discuss how the introduction of the internship allowance will affect

various stakeholders in the Namibian economy. (5 marks)

APPENDIX
INDIVIDUAL INCOME TAX
TAXABLE INCOME (N$) ANNUAL RATES OF TAX (N$)
0 - 100 000 Not taxable
100 001 — 150 000 18% for each N§ above 100 000
150 001 — 350 000 9 000 + 25% for each N§ above 150 000
350 001 — 550 000 59 000 + 28% for each N$ above 350 000
550 001 — 850 000 115 000 + 30% for each N$ above 550 000
850001 —1 550 000 205 000 + 32% for each N$ above 850 000
Above 1 550 000 429 000 + 37% for each N$ above 1 550 000

THE END
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