
1 
 

Question 1 
 
1.1 
Fundamental principle – objectivity 
 
The fundamental principle of objectivity is under threat as there is a familiarity threat, because 
Dintsi and Tlotlo are friends. As an BICA Chartered Accountant Dintsi should not allow the close 
friendship to override his professional judgement.   (2 marks) 
 
Actions 
The actions Dintsi should take include: 

•  Tell Tlotlo that he needs to inform BURS of the error in the previous returns 
•  Explain the potential penalty consequences to Tlotlo 
•  Inform Tlotlo that Banana Ltd should pay the over recovered VAT 
•  Check the engagement letter to see whether Dintsi has a right to disclose to BURS 
•  If so, inform BURS 
•  If not, ask Tlotlo for permission to contact BURS 
•  If she refuses inform Banana Ltd that his firm is ceasing to act 
•  Inform BURS that the firm is ceasing to act, without giving reasons 
•  Keep a written record of all advice given in relation to this issue 
•  This may amount to tax evasion in the form of money laundering and so Dintsi should 

consider reporting to the Directorate on Corruption and Economic Crime. 
    (1 mark for each point) 
     (Max 7 marks) 
    (Total marks 10) 
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Question 2 
 
1.  Calculation of total exempt input tax: 
     P 
  Input tax relating to letting dwelling properties  12,600 1 
  Input tax relating to hotel expenses   6,300 1 
  Partial exemption tax relating to exempt supplies: 
  P7,000 x P310,000/P1,118,982   1,939 2 
     ----------- 
  Total exempt input tax   20,839 
     ----------- 
  Amended recoverable input tax: 
     P 
  Input tax relating to property management services  21,000 1 
  Partial exemption relating to taxable supplies (P7,000 – P1,939) 5,061 2 
     ------------ 
  Recoverable input tax   26,061 
     ----------- 
  Amended VAT payable: 
     P 
  Total output tax (given)   106,018 1 
  Less: recoverable input tax   (26,061) 1 
     ------------- ---- 
  VAT payable   79,957 9 
     ------------- ---- 
2.  Calculation of the transfer duty payable on the purchase of the office building: 
 
  (P1,800,000 – P1,500,000) x 5% = P15,000    2 
 
3.  The due date for paying transfer duty is 6 months from the date of the purchase. 1 
   
  The effect of late payment: 

Transfer duty was due on 31st January 2024 but was paid on 30th April 2024. This means 
that interest for three will be paid, as follows: 
P15,000 x 12% x 3/12 = P450.    1 
 
The other effect on non-payment is that the Registrar of Deeds will not register the sale 
until the transfer duty is paid.    1 

 
    Total: 14 marks 
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Question 3.1 
 
Calculation of chargeable capital transfer values on the lifetime transfers: 
 
Kesebonye (daughter) 
    P 
i. Casual cash gift -   100,000 
 Less exemption  (25,000) 
    ------------- 
 Chargeable transfer value  75,000 1 
    ------------- 
ii. House in Broadhurst: 
 Value  1,700,000 
 Less outstanding mortgage  (200,000) 
    ---------------- 
 Chargeable transfer value  1,500,000 1 
    ----------------  
Kabo (son) 
 
i. Gift on marriage – exempt   1 
 
ii. Landcruiser -  500,000 1 

 ---------------- 

Chargeable transfers arising on the death of Masego: 
 
Lindiwe (wife) 
Matrimonial home in Phase 2 – exempt   1 
 
Kabo 
House in Phakalane – exempt   1 
 
Trustees for grandchildren 
Shares value  4,000,000 
Less: allowable deduction (w)  (78,431) 
    ---------------- 
Chargeable transfer value  3,921,569 2 
    ----------------    
Bontle 
Flat in South Africa  1,100,000 
Less: allowable deduction (w)  (21,569) 
    --------------- 
Chargeable transfer value  1,078,431 2 
    --------------- ---- 
     10 
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Question 3.2 
 
i. Computation of the balancing adjustment arising on the disposal of the industrial building: 
  
 Eligible cost of the industrial building: 
    P 
 Total expenditure  1,442,000 
 Less:  Land  (300,000) 
   Transfer duty  (5,000) 
     --------------- 
 Cost of industrial building  1,137,000  2 
     --------------- 
 Calculation of balancing adjustment: 
     P 
 Cost   1,137,000 
 Initial allowance at 25%  (284,250)  1 
 Annual allowance at 2.5% x 12 years  (341,100)  1 
     --------------- 
 ITV b/f   511,650 
 Sales proceeds restricted to cost  (1,137,000)  1 
     ----------------- 
 Balancing charge  625,350 
     ----------------- 
ii. Computation of the chargeable gains or losses: 
  
 Disposal of industrial building: 
    P 
 Sales proceeds  4,600,000 
 Less: allowable cost (P1,442,000 – P5,000)  (1,437,000)  2 
    ----------------- 
 Un-indexed gain  3,163,000 
 Indexation allowance: Aug 2010 – Mar 2023 
 P1,437,000 x (2411.9 – 1290.6)/1290.6  (1,248,495)  1 
    ----------------- 
 Chargeable gain  1,914,505 
    ---------------- 
 Disposal of shares in Naledi Ltd: 
    P 
 Sales proceeds  275,000 
 Less allowable cost: 
 50,000 shares x P1.50  (75,000)  2 
    ------------- 
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 Un-indexed gain  200,000 
 Less: moveable allowance of 25% x P200,000  (50,000)  1 
    ------------- 
 Chargeable gain  150,000 
    ------------- 
 Disposal of shares in Pula Ltd: 
    P 
 Sales proceeds  25,000 
 Less: allowable cost  (40,000) 
    ------------- 
 Allowable loss  (15,000)  2 
    --------------  
 Summary of net chargeable gains: 
    P 
 Chargeable gain – industrial building  1,914,505 
 Chargeable gain – Naledi Ltd  150,000 
 Allowable loss – Pula Ltd  (15,000) 
    ---------------- 
 Net chargeable gain  2,049,505 
    ---------------- 
iii. Computation of the total taxable income for Sutisa Ltd for year ended 31 March 2023: 
    P 
 Taxable business income  880,000 
 Balancing charge on the disposal of ind. Building 625,350  1 
 Net chargeable gain (as above)  2,049,505  2 
    ---------------- 
 Total taxable income  3,554,855 
    ---------------- 
iv. Computation of the tax liability: 
  
 P3,554,855 x 22%  782,068.10  2 

  -----------------  ---- 
 
    Mark 18 
    Total Mark 28 
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Question 4 
 
1. Computation of the taxable employment income for Mr Mothibi fye 30th June 2023: 
    P 
 Annual salary  120,000  1 
 Commission   200,000  1 
 Prize for ‘manager for the year’  20,000  2 
 Benefits in kind: 
 Accommodation benefit – P420,000 x 10%  42,000  1 
 Furniture benefit – (P100,000 – P15,000) x 10%  8,500  1 
 Car benefit –  
 (P280,000 – P200,000) x 15% + P10,000  22,000  1 
 Medical fund contributions  0  1 
 Contractual holiday travel  0  1 
 School fees  40,000  1 
    --------------  ---- 
 Taxable employment income  452,500  10 
    --------------  ---- 
2. Computation of the total taxable income for Mr Mothibi fye 30th June 2023: 
    P 
 Taxable employment income  452,500  1 
 Sickness benefit  0  1 
 Bank deposit interest exempt  0  1 
 Local dividend   0  1 
 Taxable farming income  80,000  1 
 Rental income  118,000  1 
    -------------  ---- 
 Total taxable income  650,500  6 
    --------------  ---- 
 Computation of tax payable for Mr Mothibi fye 30th June 2023: 
    P 
 First P156,000  13,050 
 Next (P650,500 – P156,000) x 25%  123,625 
    -------------- 
    136,675  1 
 Less PAYE  (53,360) 
 Interest   credit    0  1 
    --------------  ---- 
 Tax payable  83,315  2 
    --------------  ---- 
                                                                                                  Mark: 18 
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Question 5 
 
1. Computation of capital allowances and any balancing adjustments for the year ended 30 

June 2023 for Bluesky Ltd: 
    P’000 
Delivery vans – P2,280 x 25% = P570 but restricted to 
 P2,280 – P1,880 = P400   400.0 2 
Motor vehicles – P1,800 + 650 – 460 = P1,990 x 25%  497.5 2 
Computers – P300 x 25%   75.0 1 
Computer package – P100 x 100%   100.0 1 
Air conditioners – P200 x 25%   50.0 1 
    ------------ 
Total capital allowances   1,122.5 
    ----------- 
 
Balancing adjustment - disposal of motor car: 
    P 
Eligible cost   175,000 
Capital allowances for 3 tax years x P175,000 x 25%  (131,250) 
    -------------- 
ITV b/f   43,750 2 
Sales proceeds   (320,000) 1 
    -------------- ----- 
Balancing charge   (276,250) 10 
    ------------- ----- 
 

2. Computation of taxable income for the year ended 30th June 2023 for Bluesky Ltd: 
   P’000 P’000 
Net profit for the year   1,810.0 0.5 
Less: 
Exchange gains   0.0 1 
Bank deposit interest   0.0 1 
Fair value gains on investment properties   (120.0) 1 
Loans to ex-employees recovered   (110.0) 0.5 
Decrease in general allowance for doubtful debts  (65.0) 0.5 
Profit on sale of motor car   (136.0) 0.5 
Capital allowances   (1,122.5) 1 
    -------------- ----- 
    257.00 6 

  



8 
 

Add:    ----- 
Staff salaries  0.00  1 
Interest expense  0.00  1 
Fines for various motor vehicle violations  18.00  1 
Legal fees re purchase of property  80.00  1 
Trade bad debts written off  0.00  1 
Loans to employees written off  42.00  1 
Depreciation & amortization (485 + 88)  573.00  1 
Employer’s approved pension contributions  0.00  1 
Entertainment of customers  0.00  1 
Guarantee fee  13.00  1 
Provision for income tax paid  300.00  1 
Other allowable business expenses  0.00  1 
Balancing charge  276.25  1 
   -----------  ----- 
    1,302.25 13 
    ------------- ----- 
Total taxable income   1,559.25  
    -------------  
   (Sub-total: 19 marks) 
 

3. Calculation of tax payable for Bluesky Ltd for the year ended 30th June 2023: 
     P 
 Tax liability 

P1,699,250 x 22%   373,835 2 
Less: WHT on bank deposit interest – P50,000 x 10%  (5,000) 2 
Less: Provision for income tax paid   (300,000) 1 
    -------------- ----- 
Tax payable   68,835 5 
    ------------- ----- 
 
   (Grand-Total: 33 marks) 

 


