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Instructions to Candidates

This paper consists of THREE written test questions (100 marks).

1. Ensure your candidate details are on the front of your answer booklet.
2. Answer each question in black ball point pen only.

3. Answers to each written test question must begin on a new page and must be clearly
numbered.
Use both sides of the paper in your answer booklet.

4. The examiner will take account of the way in which answers are presented.
5. When the assessment is declared closed, you must stop writing immediately. If you
continue to

write (even completing your candidate details on a continuation booklet), it will be classed
as misconduct.

Assume that the Finance Act 2021/22 rates and allowances will continue to apply in future
years unless you are specifically instructed otherwise.

IMPORTANT

Question papers contain confidential information and must NOT be removed from the
examination hall.

DO NOT TURN OVER UNTIL YOU ARE INSTRUCTED TO BEGIN WORK




Tax Tables

Use the following tax tables to answer your questions, where necessary.

Rates of tax from 2021/22 tax years

Resident companies

Standard rate

Manufacturing company rate

Non-resident companies

Standard rate

Resident individuals

PO — P48,000
P48,001 - P84,000
P84,001 - P120,000

P120,001 - P156,000
Over P156,000

On taxable income

22%
15%

30%

Nil

Nil + 5% of excess over P48 000

P1,800 + 12-5% of excess over P84 000
P6,300 + 18-75% of excess over P120 000
P13,050 + 25% of excess over P156 000

Non-resident individuals, trusts and estates

PO - P84,000

P84,001 - P120,000
P120,001- P156,000
Over P156,000

5% of every pula

P4,200 + 12-5% of excess over P84 000
P8,700 + 18:75% of excess over P120 000
P15,450 + 25% of excess over P156 000

Capital gains — individuals

PO - P36,000 Nil
P36,001 — P84,000 PO + 5% of excess over P36 000
P84,000 — P120,000 P2,400 + 12.5% of excess over P84 000
P120,000—- P156,000 P6,500 + 18.75% of excess over P156 000
Over P156,000 P13,650 + 25% of excess over P156 000

Capital gains — companies
Net aggregate gains are taxable at the company rates of tax.

Tax on Foreign dividend 10%

Basis of valuation of benefits
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Individuals’ vehicle benefit

Vehicle cost Employee benefit Fuel cost
adjustment
P1 - P50 000 P2 500 P1 000
P50001 - P100 000 P5 000 P2 000
P100 001 - P150000 P7 500 P3 000
P150 000 - P200 000 P10 000 P4 000

Benefit on the excess of P200 000 is 15% thereof with a maximum fuel cost adjustment of P5 000.

Individual’s housing benefit:
If rated:

10% of the property’s rateable value prorated by occupation and reduced by any contribution made
by the employee.

If not rated:

Gross floor area x P250 per sq metre x 8% for a standard building

The benefit is prorated by period of use and reduced by any contribution made by the employee.
Individual’s furniture benefit

10% of furniture cost in excess of P15, 000 pro - rated by usage.

CAPITAL TRANSFER TAX RATES

Aggregate Taxable Value Rate of Tax per cent

1. Person (other company) First P100 000 2 per cent
Next P200 000 3 per cent

Next P200 000 4 per cent

Balance 5 per cent

2. Resident company 12.5 per cent
3. Non-resident company 12.5 per cent

Capital value of an annuity
Capital value=Ax [1—(1/(1 +r)"] Where -  Ais the annuity payable
- r—rate of return

r
N = number of years over which the annuity is payable.

COST OF LIVING INDEX —JULY 1982 to AUGUST 2022
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YEAR VUan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
1982 |--- --- --- 100.0 (101.2 [101.2 [102.1 [103.3 |103.8
1983 [104.1 |104.8 [105.5 |[106.6 (108.3 (108.4 [109.0 (110.2 (110.2 |110.7 |111.7 [112.3
1984 |113.5 [114.5 (1152 [116.0 (1169 (1183 [119.1 (120.1 (119.8 |120.7 |119.7 |119.5
1985 [119.9 [120.7 |122.0 (1241 [126.6 (128.6 [130.1 [129.8 [131.1 (1315 |131.8 |[132.0
1986 |133.9 (1355 |135.5 (136.8 |138.0 (140.9 141.2 (141.8 |142.7 |143.4 (1447 |146.3
1987 |147.4 (1485 |1489 (1519 |153.6 (154.1 1549 [156.6 |156.7 |157.1 [157.5 [158.1
1988 |157.8 [158.7 |160.8 (163.4 |164.1 [165.5 168.0 [169.3 |171.0 |[172.6 (1739 |1744
1989 [176.9 [178.0 [180.1 [182.7 |[184.1 (186.2 [187.3 (188.7 (190.2 |191.1 |191.5 [194.2
1990 [196.6 [199.0 [200.5 [204.1 [205.1 [206.0 [207.2 [209.2 [210.7 [12.6 [216.0 [217.6
1991 [220.5 [221.4 [223.5 [225.8 [227.3 229.0 [232.0 [234.2 [237.2 [239.5 2425 [244.9
1992 [248.3 [251.7 [256.3 [262.1 [265.5 [269.4 2723 [275.0 [277.6 [280.1 [283.0 [285.4
1993 [291.0 [293.1 [295.8 [301.1 [303.1 [(306.0 [(311.6 (313.5 (315.0 [317.6 [320.1 [321.5
1994 [324.2 [326.8 [328.5 [332.7 (3373 [(340.2 [343.1 (3453 [347.0 [348.4 [351.3 [353.0
1995 [357.9 [361.0 (3649 [368.6 [370.5 (3749 [377.8 ([381.6 [384.3 [386.0 [387.9 [391.3
1996 [395.5 [398.1 |402.2 |405.6 [408.8 (4139 417.0 (419.5 421.6 (423.8 |426.0 |428.7
1997 |431.6 |435.5 |439.7 |443.6 [448.7 (451.2 14541 4549 [457.5 [459.7 1460.9 [461.9
1998 |464.8 |466.0 [469.9 [476.0 (4779 (4789 481.0 (484.0 484.4 |486.9 489.5 [491.2
1999 495.1 [499.7 |504.3 [507.5 |509.2 [513.3 |514.3 [517.7 |521.1 [523.5 [|524.0 [525.2
2000 [530.8 |536.3 |538.8 [545.5 [|548.9 [552.0 [568.6 [569.8 [571.4 |576 577.5 [578.7
2001 |581.4 [582.1 [587.2 5989 [596.9 [598.6 |601.3 |603.0 [605.4 [608.5 [610.2 [611.0
2002 613.1 [613.9 [622.1 |629.6 |631.3 |634.0 |654.4 |662.4 |666.7 [670.8 [677.6 [679.3
2003 |683.2 [689.0 |692.2 |701.4 |705.8 [715.0 (7145 698.0 ([707.0 7159 [717.9 [718.9
2004 (721.3 |728.6 |735.8 [743.6 |754.0 (7213 [758.9 |761.3 [765.7 [770.7 |772.4 [774.9
2005 (779.2 [781.7 [783.8 [789.4 |801.5 [813.2 [821.2 |834.8 [842.3 [857.1 [859.7 [863.1
2006 |877.4 |884.0 |891.5 |901.4 [909.6 [915.0 (9186 [924.2 [930.8 [936.4 [935.4 [936.4
2007 [942.9 |948.5 |949.5 |957.7 |968.1 |974.5 |988.5 [991.2 [994.1 (1004.3 ([1007.2 [1012.8
2008 |1022.2 |1034.4 [1043.1 |1064.7 |1085.0 [1115.1 |1136.7 [1140.6 [1133.8 [1135.5 [1159.0 |1151.2
2009 |[1152.7 |1155.1 |1165 1172.8 (1176  [1193.4 [1204.8 [1209.7 (1213  |[1213.3 |1217.2 |1218.4
2010 |1223.2 |1225.4 [1234.6 |1256.2 |1268.6 [1285.3 |1289.7 [1290.6 [1297.9 [1300.6 [1304.2 [1309.1
2011 |1320 |1330.2 |1338.9 |1359.0 |1373.6 [1386.4 |1380.6 (1403.4 [1409.0 (1415.0 (1424.0 [1428.8
2012 |1436.1 |1440.0 [1446.5 [1460.4 |1480.0 [1487.3 |1492.1 [1496.7 [1508.9 [1515.4 ([1530.2 [1534.8
2013 |1544.3 |1546.9 |1555.4 |1565.6 |1570.2 [1573.8 |1576.7 [1580.4 [1584.3 (1587.9 ([1593.5 [1598.1
2014 |1611.1 |1618.6 |1624.2 |1637.2 |1641.8 [1646.5 |1648.4 [1653.0 [1655.8 [1662.4 [1667.0 (1663.3
2015 |1670.7 |1664.2 [1669.8 [1687.5 |1690.3 [1696.8 [1698.7 (1701.5 [1704.2 (1708.9 (1709.8 (1708.9
2016 (1715.4 (17145 |1721.0 (17359 |1737.8 (17415 (1744.3 |1747.1 |1751.7 |[1755.2 |1758.7 (1760.5
2022 |1769.2 |1772.7 |1781.5 |1795.5 |1799.0 [1802.5 |1804.3 [1806.0 [1807.8 (1807.8 [1811.3 |1816.5
2018 |1823.5 |1828.8 |1832.3 |1856.8 |1858.6 [1858.6 |1860.3 [1860.3 [1860.3 (1872.6 (1879.6 [1881.3
2022 |1887.0 |1890.8 |1892.6 |1903.9 |1905.8 [1909.6 (1913.3 [1913.3 [1915.2 (1917.1 [1919.0 [1922.7
2020 |1930.3 |1932.1 |1934.0 |1951.0 [1951.0 [1926.5 |1930.3 [1934.0 [1949.1 [1958.5 [1962.2 [1964.1
2022 |1973.5 |1979.2 [1994.2 [2062.0 [2071.4 [2084.5 [2101.5 [2103.3 [2112.8 [2131.6 [2131.6 [2135.3
2022 2182.4 [2188.0 2193.6 [2259.5 [2317.8 [2347.9 402.5 [2410.0
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You work for a firm of BICA Tax Consultants. Mr Raesi is a high net worth individual who is resident
and domiciled in Botswana. Your manager had a meeting with Mr Raesi a few days ago and he has
prepared some notes from that meeting for you.

Mr Raesi is an executive director of a large company and has other various sources of income.

Your manager has emailed you the information provided by Mr Raesi regarding his employment
income (Exhibit 1) and details for his other sources of income (Exhibit 2).

Mr Raesi requires assistance with the preparation of his tax return for the year ended 30 June 2022.
Requirements
Prepare briefing notes for your manager in which you:

1.1 Determine the taxable employment income for Mr Raesi for the tax year ended 30
June 2022 (Exhibit 1).

1.2 Calculate the total taxable income and the tax payable for Mr Raesi for the tax year ended 30
June 2022.

Total: 30 marks



Exhibit 1: Employment income for Mr Raesi
Mr Raesi is an executive director with the following package:

Basic annual salary of P1,200,000 and PAYE of P274.050 was deducted at source.

Performance bonus of P200,000 for year ended 30 June 2021 paid in August 2021 and
P150,000 paid in August 2022 for the year ended 30 June 2022.

Gratuity at 35% of the basic salary. Mr Raesi completed his third three-year contract on 30 June
2022. His cumulative salary earned over the three-year period was P3,550,000.

Mr Raesi was paid a holiday package of P90,000 in September 2021. He travelled to Dubai with
his family and spent P80,000. He was not required to retire the excess amount.

Mr Raesi was entitled to 36 leave days per annum. At the end of the contract period, 30 June
2022, he had accumulated 15 leave days which were to be paid together with his June 2022

salary. Assume that the year has 242 working days.

The company also provided Mr Raesi with the following benefits as follows:

(0}

The
rateable value of the property was P500,000.

Entertai
nment allowance of P60,000 per annum

School

fees for two of his children both of whom are under 16 years at a total annual cost of
P96,000.

Mr
Raesi was provided with a company car on 1 July 2017 which he used until the end of his
contract on 30 June 2022. The car had cost P480,000 and Mr Raesi used it 80% for
private purposes. The company pays for all the fuel.

Five
men’s suits for him to wear at work. The suits cost P35,000.

An
iPhone 14 Pro Max smart phone costing P30,000 which his uses 90% for business
purposes.



Exhibit 2: Income from other sources

During the year ended 30 June 2022, Mr Raesi’s details relating to income from other sources was
as follows:

e  Mr Raesi has various properties within Botswana which he rents out. All the units are rented
out at more than P36,000 per annum. Any withholding tax due was appropriately deducted by
the tenant where relevant. The gross annual rental income earned and expenses incurred during
the tax year were as follows:

o Rental income
P264,000
. Expenditure incurred
. Initial repairs not to make properties
habitable P38,000
. Painting of properties before occupancy
P12,000
Ll Interest on loans acquired to purchase
some properties P32,000
. Agents’ fees for finding tenants
P14,000
e  Mr Raesi provided consultancies locally and received the following income:
o Income from local consultancies,

P120,000.

Mr Raesi also runs a real estate agency in Johannesburg. The agency made a taxable profit of
P345,000. The South African income tax payable on the taxable profit was P96,600. P180,000
was remitted to Mr Raesi’s bank account in Gaborone.

e  Mr Raesi also received a net foreign dividend of P23,800. Withholding tax of 15% was deducted
in the foreign country.

e  Mr Raesi owns a farm in Oodi from which he recorded the following taxable income for the last
three tax years:

(o} 2021/22 Taxable income P440,000
(o} 2020/21 Taxable income P118,000
o 2019/20 Allowable loss (P280,000)

Mr Raesi has correctly applied for the any beneficial tax reliefs.



Question 2

You are a newly-qualified BICA Chartered Accountant working in the Tax Department of an
Accounting firm. Your firm provides accounting and taxation services to various companies.

Your Tax Manager has provided you with three emails which you need to respond to accordingly.

The first email (Exhibit 1) is from a client, Moon Ltd, who require the firm to complete their
company tax computation for Moon Ltd for the year ended 30 November 2022. Moon Ltd entrusted
the preparation of their tax computation to a Finance Assistant following the resignation of their
Financial Accountant.

The second email (Exhibit 2) is from a Bakwadi, managing director / shareholder of a close
company, called Phatsimo Ltd. Bakwadi owns 20% of the voting rights in Phatsimo Ltd. Phatsimo Ltd
intends to buy a car that will be provided to Bakwadi for both business and private use. The car will
cost P800,000. Phatsimo Ltd does not have the cash to buy the car and has two options. She can
either borrow from the money from the Bank or from Bakwadi. However, the directors do not
understand the tax implications of the two options. The loan is repayable over three years at an
interest rate of 12% p.a. Bakwadi is a higher rate taxpayer and is keen to find ways to legitimately
extract profit from the company. Assume that the official interest rate is 10% p.a.

The third email involved a client, Star Ltd, who is a new client. The previous firm of tax advisers
recommended a tax avoidance scheme to Star Ltd to avoid payment of transfer duty. On reviewing
the company’s previous tax affairs, you discover that no transfer duty was paid on the purchase of
the company’s office block in April 2022, as a result of using a complex series of transactions. The
office block was purchased for P2,500,000. The finance director of Star Ltd, who is a qualified
accountant, has asked you not to investigate the workings of this tax avoidance scheme, because he
considers that it was a legal and legitimate scheme.

Star Ltd is a Botswana resident company whose majority shareholders are South Africans.
Requirements

2.1 Calculate the revised total taxable income and tax payable for Moon Ltd for the year ended 30
November 2022, providing supporting calculations or explanations for any adjustments you
make.

2.2 Explain to the directors of Phatsimo Ltd, with illustrations, of the tax implications for Bakwadi
giving the loan to Phatsimo Ltd. In addition, briefly explain the tax implications under the two
options for Phatsimo Ltd.

2.3 Identify the ethical considerations for your firm in considering the transfer duty tax avoidance
scheme used for the purchase of the office block.
Total: 40 marks

Exhibit 1



Outstanding items for the completion of the company tax computation for Moon Ltd for the year
ended 30 November 2022:

1.

Foreign transactions
Moon Ltd purchased some goods and capital assets on credit from South Africa as follows:
Importation of car from Wandah

A car imported from Wandah and had the following details on the invoice dated 30 September
2022:

P
Cost 80,000
Customs duty at 15% 12,000

92,000
VAT at 12% 11,040
Total 103,040

On settlement of the invoice, Moon Ltd incurred an exchange loss of P3,400.
Equipment (self-propelling)

The equipment was purchased on 1 October 2022 for R350,000 which was equivalent to
P304,347 excluding VAT. The invoice was settled in full on 30 November 2022 in the sum of
P291,667 excluding VAT. The equipment was brought in to use in October 2022.

The exchange differences and capital allowances, if any, have not been recognised in the
computation of the taxable income for the tax year 2022.

On 1 July 2018, Moon Ltd acquired a warehouse for P1,990,000. This was acquired from the
proceeds of land and buildings that was sold on 1 January 2018. The land and buildings had
originally been purchased for P740,000 several years ago and realized a chargeable gain of
P360,000. An election for held over or rollover relief was correctly made in 2018. In August
2022, the warehouse was sold for P3,058,025.

In July 2022, equipment with a cost of P280,000 and an income tax value of P70,000 was
damaged in an accident. The equipment was insured and Moon Ltd received insurance
proceeds of P300,000. In August 2022, another equipment was purchased for P420,000 to
replace the damaged one. Moon wishes to take advantage of any beneficial elections. The
equipment is entitled to capital allowances at the rate of 25%.

Moon Ltd had investments in a country called Zope. During the year under review, it received
foreign interest of P130,000 gross. Foreign withholding tax of 12% was deducted at source.

The taxable income for Moon Ltd before taking into account the above items was P6,230,000.
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Exhibit 2 -Purchase of company car for the managing director, Bakwadi

Loan Schedule for P800,000 at 12% p.a. over 3 years

LOAN SCHEDULE

Year 1 Year 2 Year 3
LOAN 800,000 564,468 299,064
Interest Rate % 12%
Period (Months) 36
Payment for year 318,857 318,857 318,857
Interest portion for year 83,325 53,454 19,793
Capital Portion for year 235,532 265,404 299,064
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Question 3
Assume that the date is 7 December 2022

You are a BICA Chartered Accountant working in practice. Montle Ltd is a long-standing tax client of
your firm. Montle Ltd is the holding company of a trading group of companies.

Montle Ltd is planning to buy either 100% of the issued share capital of Tau Ltd or the trade and
assets of Tau Ltd in the near future. Tau Ltd is a company that is in the production of pharmaceutical
products. Tau Ltd has been loss-making for the past five years and has brought forward trading
losses of P700,000 at 1 October 2022. There are no other losses brought forward by the company.

Tau Ltd is involved in litigation over the failure of one of its products. This failure is alleged to have
caused major side effects of some customers’ patients. Tau Ltd’s lawyers have advised that the
company may be liable for substantial compensation to its customers.

Details of the two, mutually exclusive, offers Montle Ltd is proposing to buy the shares or trade and
assets of Tau Ltd are set out in an e-mail received from the finance director (Exhibit 1).

A colleague has put together a working paper in the electronic client file, showing further details
about the assets of Tau Ltd (Exhibit 2).

Tau Ltd makes up accounts to 30 September annually and is VAT-registered making standard rated
supplies. Montle Ltd is Botswana resident company whose majority shares are held by citizens of
Botswana.

Requirement

Provide advice to Montle Ltd about the tax implications (Income tax, capital gains, VAT and transfer
duty) of each of the two mutually exclusive offers proposed for the purchase of the shares or the
trade and assets of Tau Ltd and recommend the most tax efficient offer from Montle Ltd’s
perspective. Your answer should state any additional information that may be included in the
recommendation.

Total: 30 marks
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Exhibit 1: Extract from an email sent to you by Montle Ltd’s finance director
As you know we intend to buy either the shares or the trade and assets of Tau Ltd.

Montle Ltd wants to be able to take advantage of Tau Ltd’s trading losses and we are confident that
changes we intend to make to Tau’s business model will make it more efficient and profitable. We
are of the view that if Tau Ltd cannot use the losses by itself, then the losses can be used by other
companies within the group.

Furthermore, Montle Ltd would also like to explore the possibility of avoiding the liability for the
litigation against Tau Ltd from its customers.

Montle Ltd is considering two mutually exclusive offers to buy either the shares or the trade and
assets of Tau Ltd, as follows:

Offer 1 — Montle Ltd pays P10 million for 100% of the shares in Tau Ltd; or
Offer 2 — Montle Ltd pays P10 million for the trade and assets of Tau Ltd; or

Exhibit 2: Working paper — assets of Tau Ltd

Purchase Current
Price value
P’000 P’000
Goodwill (arising since 2017) 0 1,560
Licence agreements 340 340
Land and buildings (purchased new
from the developer in January 2018) 4,160 5,100
4,500 10,000
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