BICA POT DECEMBER 2022 EXAM SOLUTIONS

Scenario-based question - Thebe

Computation of taxable income for Thebe fye 30 June 2022:

P
Salary 210,000
Performance bonus 28,000
Furniture benefit (P54,000 - P15,000) x 10% 3,900
Car benefit First P200,000 - P10,000 + 15% x P60,000 19,000
Taxable employment income 260,900
Dividends received 0
Building society interest - First P7,800 exempt 0
Taxable trading income (W1) 69,440
Total taxable income 330,340
Working 1 - Calculation of taxable trading income
Taxable trading income 69,100
Bad debts written off 0
Parking fines 340
Entertaining clients 0
Local charity advertisement 0
Taxable trading income 69,440




Scenario-based question - Tau Ltd

Computation of taxable income for Tau Ltd fye 30 June 2022:

P
Accounting profit 1,150,000
Depreciation 63,000
Loan interest 0
Profit on disposal -150,000
Local dividends received -14,000
Bank deposit interest 0
Management fees received 0
Chargeable gain 110,000
Capital allowance -88,000
Capital allowances on managing director's car(175 000x25%) -43,750
Taxable trading income 1,027,250

(1 mark for each correct entry above excluding the total)




Question 1

B Integrity

C  Professional behaviour
Question 2

A Freddy is laundering money through his business and as Florence is aware of this she is required
to disclose it to the proper authorities.

C Florence may be guilty of money-laundering offences as she has assisted Freddy in concealing
the proceeds of crime.

Florence should not discuss her decision to go to the authorities with Freddy. This would amount to
tipping off which is in itself an offence under money laundering legislation.

Florence may well have felt justified in increasing her fee for such risky work but in the circumstances
this probably amounts to possessing the proceeds of a criminal activity which is another offence.

Question 3

A Tax evasion is illegal and tax avoidance is legal.
Question 4

B  Guidance notes issued by BURS

A Finance Act is an Act of Parliament and is therefore a source of law. Case law generally sets a
precedent which must be followed unless overruled on appeal or superseded by legislation. Statutory
instruments are a form of delegated legislation which are a form of law. Guidance notes issued by BURS
are merely statements of BURS's interpretation of the law.

Question 5
C (1), (3),(4)and (5) only

As an employee Diana will be liable to income tax. As an individual Diana could pay capital gains tax on
the disposal of an asset or transfer duty on the acquisition of an asset. As an individual Diana must incur
VAT in her day-to-day life as the final consumer. As an individual Diana cannot personally pay company
tax.

6 C 31 July 2022
7 Taxable income for 2021/22 P310,000 — P220,000 = P90,000

8 A — Balancing allowance P18,980 (106,980 — 88,000)
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P864 —8064 x 12/112 =864 Pre-registration VAT is only available on goods purchased 4
months before VAT registration and the goods are still on hand.

Nil  Thereis no output VAT because the input VAT was denied on purchase.

B
C P595,000 (800,000 — 180,000 — 25,000)

Assessable car benefit is P22,000

First P200,000 10,000
Next P80,000 x 15% 12,000

22,000
A

Chargeable gain — P60,750

104,000 - (10,000/16,000 x 36,800) x 75% = P60,750
Allowable loss P21,000 (P46,000 — P25,000).

B P1,470,000(1,650 000-180 000)

Blnitial allowances, annual allowances and balancing charge
C (430 000x10%)+80 000+ 40 000 = 163 000

B

D P1,512

Chargeable gain — P531,724

P

Sales proceeds 1,500,000
Cost 620,000
Legal fees 24,000

———————————— 644,000

Un-indexed gain 856,000
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Less: Indexation allowance:

(2084.5 — 1386.4)/1386.4 x P644,000 (324,276)
Chargeable gain 531,724
B The relationship that her firm has with the client

B&E

The other three factors should be considered.

Capital allowances for the nine months = P21,000.

P140,000 x 25% x 60% = P21,000.

B

Topo — P436,000; Lemogang — P549,000

(985 000-150 000-120 000 = 715 000) Topo (715 000x 2/5)+150 000 = 436 000
Lemogang (715 000 x 3/5 )+120 000 = 549 000

C&D

C&D

oo}
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P326,200

Up to 31 December 2029( 8 years-

Equity

Self —interest threat

P6,000 (i.e. the penalty is equal to 100% of the tax that should have

been paid).

The amount involved in the appeal must not be less than P10,000

Investing money obtained through criminal activities into legitimate businesses

P2,640
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Total allowances are P660,000

Eligible cost (P2,800,000 — P400,000)=

Initial allowances P2,400,000 x 25% =
Annual allowances P2,400,000 x 2.5%

Total allowances

C P12,000
The deductible amount the greater of:
P300,000/ 30 years = P10,000, and
P300,000/25 years = P12,000.

2,400,000

600,000
60,000



