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MICROLINK IT & BUSINESS COLLEGE 

DEPARTMENT OF ACCOUNTING & FINANCE 

ADVANCED PUBLIC FINANCE & TAX ACCOUNTING 

Course code: (AccFn 525)   

Final Examination (Home take)  

Student’s Name:-____________________________ ID No:- __________________        

Section: _______  

Target Group: - MA in Accounting & Finance) (

General Instruction  

 Don‟t forget writing of your name, your ID No. & Section on both 

the question paper and answer sheet. 

 Check that you have received 6 pages including the cover page 

and answer sheet. 

 The exam is consisting of Three Parts i.e., multiple choices, 

essay & workout parts. 

 Read each instruction and attempt all questions. 

 Use block (capital) letter for all objective test items. 

 Doing clearly and neatly is awarded. 

 Cheating is academic corruption and will be lead to NULL 

VALUE.  

 All answers should be answered on the answer sheet 

provided.  
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Part I.  For the following Questions select the best answer and write the 

letter of your choice on the answer sheet provided. (1 pt each) 

_______1.The subject matter of public finance incorporates except. 

A. Public borrowing              D. Economic stabilization 
B. Public spending               E. Financial Administration 
C. Public revenue                 F. None the foregoing is correct.  
 

_______2.Which of the following is not true about „Public Goods‟? 

A. Their benefit can be shared between the people. 
B. The price mechanism divides people in to two groups. 
C. The market mechanism may fail whenever they associate with the 

concept of externalities. 
D. They are subject to the principle of exclusion. 
E. All of the foregoing. 
F. None of the foregoing. 

 
______3. The objectives of taxation can be broadly classified into budgetary,   

social, and economic objectives. Which of the following is not the 
objective of taxation?  

A. To finance legitimate Government activities. 

B. To discourage the consumption of selected goods and services.   

C. To encourage investment.  

D. All except B.         E. All of the foregoing.       F. None the foregoing. 
 

_______4.Which of the following is/are incorrect? 

A. Expenditure on benefits such as sickness benefits would certainly 
increase the willingness/desire to work.  

B. Public revenue (taxation) is the only policy that can remove 
inequalities in the distribution of income and wealth of the society. 

C. Since depression is a period of falling price, falling demand due to 
falling income, the government should incurred huge amount of 
expenditure. 

D. Tax is not price paid by the tax payer for any definite service 
rendered or a commodity supplied by the government. 

E. All of the foregoing is correct. 
F. None the foregoing is correct. 
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_________5. Which of the following is not true? 

A. Tax avoidance may be considered as either society or the right of 
every citizen to find all the legal ways to avoid paying too much 
tax. 

B. Tax evasion is a crime in almost all countries and subjects the 
guilty party to fines or even imprisonment. 

C. Tax avoidance is a method of reducing ones tax liability by making 
use of loopholes in tax laws.  

D. Tax avoidance increases the incidence of tax borne by an 
individual taxpayer contrary to the intentions of the tax law but 
does not involve concealment and is not unlawful. 

E. Tax evasion involves concealment of the facts and is criminal 
offence. 

F. None of the foregoing. 

_______6.Which of the following is/are incorrect regarding the significance of 

public policy? 

A. It controls inflation with tolerable level, since inflation mostly affects 
the rich people. 

B. It satisfies social and merit wants. 
C. It helps how the underdeveloped countries utilize their resources 

optimally. 
D. It brings balanced regional development. 
E. All except A 
F.  None the foregoing is correct. 

_______7.Which of the following is not true about business income tax payers of 

category C? 

A. All taxpayers whose annual turnover is estimated at Br 500,000 or 

less. 

B. They are required to preserve all books of accounts and other records. 

C. Taxpayers shall declare taxable income between July 07 and August 

each year. 

D. The taxable income of Category “C” taxpayers will be determined 

through a standard assessment. 

E. None the foregoing is correct.  
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_______8.The reason why Governments are intended to increases public 

expenditure except. 

A. Since the international politics situation is uncertain and insecure. 
B. To achieve the goodwill of the public. 
C. Due to raising trend of prices of goods and services. 
D. To check and control constantly communal and political uprisings. 
E. All of the foregoing. 
F. None of the foregoing. 

 

______9. One of the following is correct as to business profit tax. 

A. Corporate businesses are required to pay 30% flat rate of business income 
tax. 

B.  Individual businesses are required to pay 30% flat rate of business income 
tax. 

C. Unincorporated businesses the business income tax ranges from 10% - 
30%. 

D. For corporate businesses the business income tax ranges from 10% - 35%. 

E. All except A 

F. None the foregoing. 

______10. It implies that the possibilities of imposing a tax should be taken into 
account from different angles, i.e., its reaction upon on the tax payer. 

                A.  Canon of Elasticity     D. Canon of Convenience  

B. Canon of Equality       E. Canon of Expediency  

C. All of the foregoing.    F. None the foregoing. 

______11.The idea that a tax system should distribute the burden fairly across 
people with different abilities to pay is called? 

A. Horizontal Equity       D.  Efficiency 

B. Vertical Equity         E. Canon of Certainty 

C. Canon of Convenience   F. All except B    

_______12.The steps taken by authorities in increasing the income/yield through 
an extension of its coverage or revision of its rates is referred as: 

A. Canon of a tax                    D.  Elasticity of a tax 

B. Buoyancy of a tax               E.  The base of a tax 

C.  All except A                        F.  None the foregoing. 
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______13.The following categories of income would be exempted from payment 
of business income tax: 

A.  Awards for adopted or suggested innovations and cost saving 
measures; 

B.  Public awards for outstanding performance; 
C.  Income specifically exempted from income tax by the law in force in 

Ethiopia, by international treaty or by an agreement made. 
D. All are possible answers 
E. None of the foregoing. 
A. None the foregoing. 

_______14.It is intended for continuing the existing flow of goods and services of 
the country.  

A. Capital expenditure    D.  Capital receipt 

B. Current expenditure    E.  Revenue receipt 

C. All except C          F.  None the foregoing 

_______15.Which of the following is/are wrong statement? 

A. Every person has to pay direct as well as indirect taxes. 

B. If an individual‟s income is above the exemption limit, he/she can be 
forced to pay tax on his/her income. 

C. When the government collects a tax, its proceeds are spent to 
extend common benefit to all the people. 

D. In modern times, there is a direct relationship between the payment 
of tax and immediate benefits. 

E. The tax payer is expected to pay his/her tax but not undergo 
harassment.   

F. Good tax system should be in harmony with the national objectives. 

G. None of the foregoing is wrong. 

PART II: Essay Questions (3 Pts each) 

Attempt all Questions 

1. Discuss the main objectives; major portions of the subject matter and the 

economic and social significance of public finance.  

2. Discuss the effects of public expenditure on production, distribution economic 

stability and economic development of a country.  

3. What is public debt? Explain the factors affecting for the growth of public debt 

of modern governments.  
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4. Explain the impact, shifting and incidence of a tax; discuss the forward and 

backward shifting and elucidate the factors that affect shifting and incidence. 

5. What features, do you think, a good tax system should fulfill; elaborate the 

objectives of taxation and discuss the base, buoyancy and elasticity of 

taxation. 

6. What is meant by proportional, progressive and regressive tax system? On 

what ground can progressive be justified? Does it adversely affect production 

and distribution? Which tax system is applicable in Ethiopia?  

7. What are the principles of federal finance? How do they operate in Ethiopia? 

PART- III: WORK OUT- SHOW ALL THE NECESSARY STEPS  

1. KARAMARA Company purchased office equipment Birr 847,500 Value Added 

Tax (VAT) inclusive. The employment income tax is Birr 35,000 per annum during 

the year 2019G.C. The company earned Birr 790,000 including VAT by providing 

service. Business income/profit tax is Birr 95,000. 

Required: - (8 pts) 

A. Calculate Direct tax liability for the year 2019. 

B. Calculate input VAT for the year 2019. 

C. Calculate output VAT for the year 2019. 

D. Calculate VAT payable/ VAT refundable 2019. 

 

2. W/rt Genet rented her new building to Geez Bank for 6 years on Hamle 1, 

2005 E.C for a monthly rent of Br 20,000. The annual tax on land and building 

are Br 2,160 and Br 2,240 respectively.  

Required: - (6 pts) 

A. How much does W/rt Genet pays as income tax for the year ended Sene 30, 

2006? 

 




