Question 1
1 Tax planning

Tax planning is legal. BURS consider that tax planning involves using tax reliefs for the
purpose for which they were intended and is where taxpayers try to minimise their tax in an
uncontroversial way.

Tax avoidance

Tax avoidance is also legal. However, BURS may view tax avoidance as involving bending

the rules of the tax system to gain a tax advantage that Parliament never intended. It often

involves contrived,artificial transactions that serve little or no purpose other than to produce
an advantage.

Tax evasion

Tax evasion is illegal. It is seeking to mislead BURS by either suppressing information or
providing BURS with deliberately false information.

Basadi

Basadi’'s intends to invest in listed shares whose future disposal would not be subject to
capital gains and the dividends from listed companies are also not liable to withholding tax.
This will be viewed by BURS as tax planning.

(5 marks)

2 Glory Ltd

It appears that Glory Ltd and its director may be involved in tax evasion as they appear to be
trying to hide sales from BURS.
(2 marks)

(Total: 7 marks)



Question 2

1. A person who is not required to register for VAT may still register on a voluntary basis if he or
she makes or intends to make taxable supplies of between P500 000 and Pmillion. A person
is required to register for VAT if that person makes taxable supplies of P1 miilion or more.
The Commissioner General may deny such person registration if: (2 marks)

(a) the person has no fixed place of abode or business; or
(b) the Commissioner General has reasonable grounds to believe that the person-
(i) will not keep proper records; or

(ii) will not submit regular and reliable tax returns, as required under this Act.

(3 marks)
2. Computation of VAT payable or refundable for JHK Ltd:

Output VAT: P
Sales P1,230,000 x 80% x 12% 118,080 1
Sale of motor car 0 1
Sale of light truck P280,000 x 12% 33,600 1
Bank deposit interest 0 1

Total output VAT 151,680

Recoverable Input VAT:

Operating expenses P492,000 x 12% 59,040 1
Salaries & wages 0 1
General overheads P11,124 x 12% 1,335 1
Accommodation for employees 0 1
Office beverages 0 1
Petrol/diesel 0 1
Motor vehicle maintenance P48,160 x 12/112 5,160 1

65,535
VAT payable P151,680 — P65,535 86,145 1
12

(Total: 15 Marks)



Question 3.1

1. Calculation of the chargeable disposable gain or loss arising on the disposal of residential
property:

P P
Sales proceeds 1,595,000
Less: selling expenses (20,000)
Net proceeds 1,575,000 1
Allowable cost:
Cost of property 175,000 1
Acquisition costs (P8,750 + P5,250) 14,000 1
Swimming pool 45,000 1
Additional bedroom 72,000 1
------------- (306,000)
Un-indexed gain 1,69,000
Less: indexation allowance
Property & acquisition costs
(2188.0 — 402.2)/402.2 x P189,000 = 839,175 1
Swimming pool:
(2188.0 — 552.0)/552.0 x P45,000 133,370 1
Additional bedroom
(2188 — 783.8)/783.8 x P72,000 128,9903 1
(1,101535)
Chargeable gains 167,465
Calculation of the chargeable disposable gain or loss arising on the disposal of shares:
P P
Sales proceeds 500,000
Less allowable cost:
100,000 at P1 each 100,000
10,000 at P1.5 each 15,000
————————————— (115,000) 2
Un-indexed gain 385,000
Moveable allowance at 25% (96,250) 1
Chargeable gain 288,750

Total chargeable gains 456,215 11



2. Calculation of BFC Ltd’s taxable income and tax liability for tax year 2022:

P
Chargeable income 1,245,000
Add: chargeable gains 456,215
Total chargeable income 1,701,215 2
Tax liability at 22% 374,267 1

Question 3.2
Tax implications for the income arising from the settlements:
Transaction One

The income from the trust of P192,000 accrues to David. However, due to the stipulation which
forbids the trustees to distribute the income to David until he attains the age of 30, the P192,000
shall be deemed to be the settlor’s income. (2 marks)

Therefore, the income shall be included in the taxable income of Mr Tsheko. Since Mr Tsheko
has no other taxable income, he shall be liable to tax liability of P22,050 (P13,050 + 25%
(P192,000 — P156,000)). (2 marks)

Transaction Two

Where a person makes a will or other testamentary disposition which includes a stipulation or
provision that the beneficiaries, or one or more of them shall not receive any income until the
occurrence of some future event, then the income that accrues during the period when the
stipulation is in force shall be included in the gross income of the trust and taxed in the name of
the trustees until the occurrence of that future event. (2 marks)

The trust will be responsible for any tax arising on the income of P210,000. The tax liability will
be P26,550 (P13050 + 25%*(P210,000 — P156,000). Masego shall not be liable to tax until the
stipulation has been removed. (1 mark)

Transaction Three

Lesego as a beneficial beneficiary shall be liable to tax on the income received from the trust of
P200,000 and in his own. His grandfather shall not be liable on the income of the trust.

His tax liability shall be P24,050 (P13,050 + (25% x (P200,000 — P156,000). (3 marks)
(Total: 24 marks)



Question 4

1. Calculation of the estimated tax liability paid for the tax year 2023:

=]
Estimated taxable profit — retail operations 4,000,000
Estimated taxable income — farming operations 9,700,000
Total estimated taxable income 13,700,000
Estimated tax liability P13,700,000 x 22% P3,014,000
Calculation of the capital allowances for the tax year 2023:
Allowances
=]
Tractors — P680,000 x 25% 170,000
Combine harvester — P428,000 x 25% 107,000
10T Truck — P600,000 x 25% 150,000
Farm implements 0
Dipping tanks 875,000
Animal feed dispensing machine — P175,000 x25% 43,750
Construction of piglet barn — 100% x P300,000 300,000
Farm dwellings for employees — P25,000 x 5 125,000
Prevention of soil erosion 190,000
Development expenditure on citrus fruit plantation 450,000

Total allowances 2,410,750
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3. Calculation of the final tax adjusted farming income for tax year 2023 for Tsabong Ltd:

P P
Net profit as per accounts 12,400,000
Add:

Legal fees re grant five-year lease 26,000 1
Legal fees re recovering loans from major customers16,600 1
Defending company against legal action 0 1
Accountancy services 0 1
Staff loans written off 138,000 1
Bank deposit interest (P54,000 / 90%) 60,000 1
Traffic fines imposed on directors 23 500 1
Traffic fines for company drivers 41,000 1
Depreciation 454,000 1
Political party donations 300,000 1

-------------- 1,059,100
Balancing charge on disposal of farm implements 48,000 1

13,507,100

Less:

Subsequently recovered loans to customers (130,000) 1
Lease rental on behalf of director 0 1
Theft of farm produce by employees 0 1
Amortisation (248,000) 1
Capital allowance (2,410,750) 1
Bank deposit interest (net) (54,000) 1
Local dividends (90,000) 1
Profit on disposal of farm implements (48,000) 1

———————————————— (2,980,750)
Taxable farming income 10,526,350 19
Taxable income from retail operations 4,000,000 1

Total taxable income 14,526,350



4. Calculation of final tax pay by Tsabong Ltd for tax year 2023:

P
Income tax liability — P14,526,350 x 22% 3,195,797 1
Less: WHT on bank deposit interest P60,000 x 10% (6,000) 1
Provisional tax paid (3,014,000)
Income tax payable 175,797

(Max: 33 marks)



Question 5.1

P
1. Salary 480,000 1
Thirteen cheque 40,000 1
Housing benefit (P400,000 x 10%) 40 000 1
Car benefit:
First P200,000 10,000
Next P290,000 x 15% 43,500
---------- 53,500 1
Medical fund contributions 0 1
Holiday travel for employee and family s 32 (2)b 0 1
School fees 60,000 1
Entertainment allowance (P45,000 — P30,000) 15,000 1
Taxable employment income 688,500
2. Calculation of total taxable income:
P
Taxable employment income 688,500 1
Gross rental income P136,800/95% 144,000
Less: repairs (28,000)
------------ 116,000 1
Building society interest 0 1
Total taxable income 804,500
Tax payable:
First P156,000 13,050
Next P648,500 x 25% 162,125
Tax liability 175,175 1
Less: PAYE (94,050) 1
Less: WHT on rental income — P144,000 x 5% (7,200) 1
Tax payable 73,925

(Sub-total: 13 marks)



Question 5.2

Calculation of the Partnership taxable income for the year ended 30 June 2022:

1/7/21 — 28/2/22
Profits 8/12 x P2,880,000
Less: partners salaries

Residual income
Share of profits 3:2

1/3/22 — 30/6/22

Profits 4/12 x P2,880,000
Less :partners salaries
Share of profits 1:1:1

Taxable income

Total Dimpho Tebogo
P P P
1,920,000

(440,000) 200,000 240,000

1,480,000
(1,480,000) 888,000 592,000

0 1,088,000 832,000

960,000
(220,000) 100000 120,000,
(740,000) 246,667 246,667

Bontle
P

246,666
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