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5. When the assessment is declared closed, you must stop writing immediately. If you
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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




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

Tax Tables

Rates of tax from 2022/23 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

Capital gains — individuals
PO - P36,000

P36,001 — P84,000
P84,000 - P120,000
P120,000 - P156,000
Over P156,000

Capital gains — companies

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

Nil

PO + 5% of excess over P36 000

P2,400 + 12.5% of excess over P84 000
P6,500 + 18.75% of excess over P156 000

P13,650 + 25% of excess over P156 000

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

Tax on Foreign dividend

10%



Basis of valuation of benefits

Individuals’ vehicle benefit

Vehicle cost Employee benefit Fuel cost
adjustment
P1 - P50000 P2 500 P1 000
P50001 - P100 000 P5 000 P2 000
P100 001 - P150 000 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 sg 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 - A is 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 FEBRUARY 2023

COST OF LIVING INDEX —JULY 1982 to MARCH 2023

YEAR

Jan

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

115.2

116.0

116.9

118.3

119.1

120.1

119.8

120.7

119.7

119.5

1985

119.9

120.7

122.0

124.1

126.6

128.6

130.1

129.8

131.1

131.5

131.8

132.0

1986

133.9

135.5

135.5

136.8

138.0

140.9

141.2

141.8

142.7

143.4

144.7

146.3

1987

147.4

148.5

148.9

151.9

153.6

154.1

154.9

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

173.9

174.4

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

212.6

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

242.5

244.9

1992

248.3

251.7

256.3

262.1

265.5

269.4

272.3

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

337.3

340.2

343.1

345.3

347.0

348.4

351.3

353.0

1995

357.9

361.0

364.9

368.6

370.5

374.9

377.8

381.6

384.3

386.0

387.9

391.3

1996

395.5

398.1

402.2

405.6

408.8

413.9

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

454.1

454.9

457.5

459.7

460.9

461.9

1998

464.8

466.0

469.9

476.0

477.9

478.9

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

598.9

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

714.5

698.0

707.0

715.9

717.9

718.9

2004

721.3

728.6

735.8

743.6

754.0

721.3

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

918.6

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

11151

1136.7

1140.6

1133.8

1135.5

1159.0

1151.2

2009

1152.7

1155.1

1165

1172.8

1176

11934

1204.8

1209.7

1213

12133

1217.2

12184

2010

12232

12254

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

15154

1530.2

1534.8

2013

1544.3

1546.9

15554

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

1714.5

1721.0

1735.9

1737.8

1741.5

1744.3

1747.1

1751.7

1755.2

1758.7

1760.5

2017

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

2019

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

2021

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

2402.5

2410.0

2404.4

2410.0

2391.2

2400.6

2023

2385.5

2387.4




Question 1
The date is 1 June 2023.

Dijo Ltd and its shareholders, Atang and Gosego Mathuba, are clients of the firm where you work as
an BICA Chartered Accountant. Your manager is meeting with Atang and Gosego and has asked for
your assistance in preparing for the meeting.

Background information

Atang and Gosego have been married for 30 years and have one adult child, Lesego. Atang and
Gosego incorporated Dijo Ltd in July 2005 and subscribed for the 100,000 shares at par. They each
hold 50,000 P1 ordinary shares in Dijo Ltd, which operates a premium organic food supply business
across Botswana. . Atang and Lesego are directors of Dijo Ltd. Gosego has never worked for the
company.

Dijo Ltd has a 30 June year end and has always been profitable up to and including the year ended
30 June 2022. However, recent trading conditions have been difficult as new competition, offering
budget alternatives to the Dijo Ltd product, has entered the market.

As a result, Dijo Ltd is expected to make a trading loss in the year ending 30 June 2023.

Atang’s health has recently deteriorated, and as he has just had his 60th birthday, he has decided
that he will retire on 30 June 2023. On that date, Gosego will also withdraw from the business, so
that she and Atang can spend their retirement together. There have been two offers in respect of
the sale of the business (Exhibit 1).

A valuation of Dijo Ltd’s assets and liabilities took place on 30 April 2023 (Exhibit 2).
Atang and Gosego’s son, Lesego, has also emailed you this morning (Exhibit 3).
Requirements

1. Using Exhibits 1 and 2 and the other information in the scenario above, prepare notes for your
manager for the meeting with Atang and Gosego. Your notes should include:

(a) A discussion of the tax consequences for Atang of his director’s loan and a recommendation
of how the alternatives ways in which the loan would be treated for tax purposes while in
issue and when it is intended to be written off (Exhibit 1).

(b) An evaluation of the tax implications for Atang, Gosego and Dijo Ltd of the two offers
received for the purchase of the business. For the purpose of this question, assume that the
loan was repaid by Atang prior to 30 June 2023.

(c) A calculation of the net cash receivable by Atang and Gosego under each offer together with
a recommendation on which offer should be accepted.



For the purposes of requirement 1, assume the market values of the assets and liabilities on 30
April 2023 will stay the same and ignore the information in Exhibit 3.

2. Identify and explain the ethical issues arising from Lesego’s email (Exhibit 3) and specify the
actions both you and your firm should take.

(Total: 40 marks)
Exhibit 1: Offers for the sale of the business
Two offers have been received:
Offer 1: Purchase of Dijo Ltd shares by Lesego
Lesego would purchase all of Atang and Gosego’s shares for a total of P3 million.
Consideration for the shares would be split as follows:
e On completion of the purchase, on 1 July 2023: P1,500,000 to Atang and P1,000,000 to Gosego.
e On1July 2024: P500,000 to Gosego.
Offer 2: Purchase of Dijo Ltd assets by Matute Ltd, an unconnected company

Matute Ltd would purchase all of Dijo Ltd’s trade and assets for P3.6 million on 1 July 2023. Matute
Ltd is not willing to buy the shares of Dijo Ltd because they do not want exposure to any liabilities
arising from the company’s recent trading history. Dijo Ltd would therefore sell all its assets to
Matute Ltd, and then settle its liabilities, before being liquidated.

Liquidation fees are estimated to be P120,000.

Exhibit 2: Valuation of Dijo Ltd’s assets and liabilities on 30 April 2023

Note Cost Market value at

30.4.23

P’000 P’000

Land and buildings: Kitchen premises (1) 525 1,455
Plant and machinery (2) 540 405
Goodwill (3) - 1,515
Director’s loan account (Atang) — other information 180
Receivables 90
Trade payables (30)
Bank loan (105)
3,510



Notes:

(1) The kitchen premises were purchased by Dijo Ltd on 15 August 2010. The carrying value in the
financial statements at 30 June 2023 is expected to be P388,500. The estimated NCOLI for July
2023 is 2470.1.

(2) The TWDV of plant and machinery is expected to be P216,000 on 30 June 2023.
(3) The goodwill is internally generated and has never been recognised in the financial statements.
Other information

Dijo Ltd is registered for VAT. The kitchen premises and the plant and machinery were acquired
from VAT registered traders.

Atang receives a salary of P300,000 per annual from Dijo Ltd.

Atang and Gosego both receive dividends of P150,000 per annual from Dijo Ltd and they each have
interest income in excess of P100,000 per annum from financial institutions.

Atang’s director’s loan account will be written off after the sale has been completed. The loan was
given to Atang on 1 July 2021 and has remained outstanding since that date.

Assume that the official interest rate is 10% pa.
Exhibit 3: Email received from Lesego
Subject: Potential purchase of my parents’ shares in Dijo Ltd.

Although | have offered P3 million for the shares, of which P1.5 million is due to Atang on
completion, | intend to pay Atang only P1,320,000. This is due to the existence of the director’s loan
account balance, which the company will cancel following the sale on 1 July 2023.

| know that my parents have received an offer for the purchase of the business from a third party.
My parents are being ‘secretive’ about this offer and won’t tell me anything about it. Can you send
me an email setting out the details of the offer and the name of the interested party? Surely | have
a right to know in my capacity as a director of Dijo Ltd?



Question 2

You work as a tax adviser in the tax department of a firm of BICA Chartered Accountants.
Background Information

ABC Ltd, a longstanding client of your firm, is a private trading company resident in Botswana.

ABC Ltd is looking to recruit three senior employees as part of an expansion programme
commencing in July 2023. Your firm will also be advising on the Botswana tax affairs of each of the
employees.

The tax partner has asked for your assistance in preparing for a meeting with Osadi Kelesitse, the
financial controller of ABC Ltd. Osadi has sent the following email:

To: Tax Partner
From: Osadi Kelesitse
Re: Tax Matters

As you know, we are looking to recruit three senior employees from 1 July 2023 and are currently
negotiating the terms of their contracts. Each of the three employees will be employed on a fixed
term contract for two years starting on 1 July 2023. Their employment will cease on 30 June 2025.

| have attached some background information about the employees’ current positions (Exhibit 1)
and the proposed remuneration package (Exhibit 2).

The total value of the package is fixed, but it is still possible for ABC Ltd to make changes to the mix
of benefits offered. | would like to understand the tax implications of the employment package for
both ABC Ltd and for the employees.

Requirements
Prepare notes for use at the meeting with Osadi in which you:

1. Explain the Botswana tax status of each of the employees as a result of taking up employment
with ABC Ltd and their exposure to Botswana tax liability.

2. Explain the tax treatment of each of the benefits in the remuneration package and any changes
which could be made to make the package more tax efficient for either ABC Ltd or the
employees.

You should include calculations, where relevant, and state any further information required.

(Total: 30 marks)



Exhibit 1

Background information on employees’ tax position

The three employees being recruited are Onyana Koontse, Bianca Santos and Daisy Domingos.
Onyana Koontse

Onyana has been resident in Botswana for tax purposes since 2011/12 but is South African citizen.

She receives foreign income of P180,000 per year, none of which she has ever remitted to the
Botswana. She is a higher rate taxpayer in Botswana.

Onyana would like to invest P200,000 in an unquoted Botswana trading company which is 100%
owned by her friend. The company started trading in 2020, has assets of P2 million and three
employees.

Onyana is unsure whether she should subscribe for shares (her investment would amount to a 10%
stake) or make a loan to the company. The investment will be made from previously unremitted
foreign income.

Bianca Santos

Bianca is a citizen of Angola, where she has always lived and worked. She spent less than 30 days in
Botswana in each of 2020/21 and 2021/22.

In 2022/23, Bianca is planning to spend 60 days in Botswana, on holiday with her family.

On 1 March 2023 Bianca’s 14 year-old son moved to Botswana from Angola to attend boarding
school. Bianca will spent a further 10 days in Botswana visiting her son in April 2023. On 31 May
2023, Bianca and her husband moved to Botswana in advance of Bianca starting work for ABC Ltd.

Between 1 July 2022 and 30 June 2023, Bianca will earn P100,000 in Angola. She intends to remit
P60,000 of this to Botswana. From 1 July 2023, Bianca will continue to receive P40,000 of Angolan
investment income each year, which he will not remit to Botswana.

Investment income is not taxed in Angola.
Daisy Domingos

Daisy was born in Botswana but left in April 2011 to take up full-time employment in Angola. She is
a citizen of Angola.

She no longer has any ties to Botswana and has not spent any time in Botswana since she left.

Daisy will come to Botswana from Angola on 30 June 2023 and return to Angola at the end of her
contract with ABC Ltd on 30 June 2025.

While she is in Botswana, Daisy will receive Angolan investment income of P40,000 per year, which
she will not remit to Botswana. As mentioned above, investment income is not taxed in Angola.

10



Exhibit 2

Proposed remuneration package for the employees

Contracts will be for full-time work (40 hours per week) based in Francistown, Botswana for the
entire two years. The proposed remuneration package for each employee is made up of the
following:

e  Basic salary of P400,000 per annum
e Contract gratuity of 40% of the basic salary
e Household furniture of P120,000

e Share Options. To incentivise the employees to stay until the end of their contract, on 1 July
2023 they will each be granted an option to buy 15,000 shares in ABC Ltd for P2 per share. The
options can be exercised at any time after 30 June 2025, on which date the market value of
ABC Ltd shares is expected to be P15 per share. Currently the market value of one ABC Ltd
share is P10.

In addition, the employees will be offered an optional remuneration arrangement and can choose
one from the following:

*  Provision of a Toyota car for personal use throughout the contract. The cost of the car was
P320,000. The employer does not pay for the fuel.

* Free use of workplace canteen facilities, at a cost to ABC Ltd of P15,600 per year. The fair value
of buying own meals would cost P26,000.
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Question 3
You are Thusego, a BICA Chartered Accountant, working in practice as a tax adviser.

Your manager, Keitheile, has sent you an email (Exbihit 1) concerning queries from clients on
pending taxation issues.

Requirement

Prepare a report addressed to Keitheile advising on the required tax treatment for the issues raised
in the emails.

(Total: 30 marks)

Exhibit 1 - Emails from Keitheile

Email 1

To: Thusego

From: Keitheile

Date: 12 June 2023

Re: Letsapsi Ltd

Letsapsi Ltd, a trading resident company, is in the process of preparing it’s tax return for the year ended 31
May 2023. It has provided the following extract of its summarized profit and loss account to help you
determine the taxable income for the said year-end:

P P

Gross profit 2,100,000
Operating expenses (allowable) 890,000
Depreciation 244,000
Amortisation of intangible assets 56,000
Interest on loan for purchase of business assets 450,000
Donation to political party 100,000
Initial repair costs to make asset functional 30,000
Directors’ fees 45,000

------------- (1,815,000)

Profit before taxation 285,000

Note:
Capital allowances for the tax year have correctly been determined as P310,000.

The directors of Letsapsi Ltd are concerned about the extent to which the interest on the loan will be allowed
for tax. They are seeking guidance as they have heard that there is a restriction on how interest can be
deducted for tax purposes. In this regard, determine the deductible interest and explain the treatment of

non-deductihle interest. You should also comnute the final taxahle amount.
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Email 2 — Ngwedi Ltd

To: Thusego
From: Keitheile
Date: 12 June 2023
Re: Ngwedi Ltd

Ngwedi Ltd sold a property on 1 December 2022 for P3,200,000. This property was acquired on 13
May 2014 for P1,120,000. The acquisition was financed from proceeds of a property that was
disposed in January 2014. The property that was sold had cost P700,000 and had realized a
chargeable gain on disposal of P600,000 from sales proceeds of P1,800,000.

Ngwedi Ltd made the appropriate claims to defer the gain realized in January 2014.

Ngwedi Ltd prepares its accounts to 31 March annually.

The directors are seeking your advice on tax implications of the disposal of the property on 1
December 2022.

Email 3 — Gweta Ltd

To: Thusego
From: Keitheile
Date: 12 June 2023
Re: Gweta Ltd

Gweta Ltd has calculated it taxable income for the year ended 31 March 2023 as P2,480,000.
However, it had foreign income which it has not yet accounted for. The foreign income was received
from a country called Utopia. Botswana does not have a tax agreement with Utopia.

1. Foreign dividend income received P102,000. Withholding tax of 15% was deducted at source.

2. Gross foreign interest income received P80,000. Withholding tax of 15% was deducted at
source.

3. Gweta Ltd purchased a property many years ago in Utopia. The property was used was leased
out as an office block. In December 2022, Gweta Ltd decided to sell the property and realized
capital gains of P580,000. The capital gains tax charged at source amounted to P174,000. The
rental income earned during the tax year amounted to P270,000 gross. Withholding tax on on
the foreign rental income was 10%.

The directors are not sure about the taxation of the foreign income. They have requested that you
determine the tax implications of the foreign income and calculate the final tax payable for the year
ended 31 March 2023.
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