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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 2022/23 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 
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Tax Tables 

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

Rates of tax from 2022/23 tax years 

Resident companies    On taxable income 

Standard rate     22% 

Manufacturing company rate   15% 

 

Non-resident companies 

Standard rate     30% 

Resident individuals 

P0 –  P48,000   Nil  

P48,001 –  P84,000  Nil + 5% of excess over P48 000 

P84,001 –  P120,000 P1,800 + 12·5% of excess over P84 000 

P120,001 – P156,000  P6,300 + 18·75% of excess over P120 000 

Over  P156,000   P13,050 + 25% of excess over P156 000 

Non-resident individuals, trusts and estates 

P0 – P84,000 5% of every pula 

P84,001 – P120,000  P4,200 + 12·5% of excess over P84 000 

P120,001 – P156,000  P8,700 + 18·75% of excess over P120 000 

Over P156,000 P15,450 + 25% of excess over P156 000 

Capital gains – individuals 

P0 – P36,000  Nil 

P36,001 – P84,000  P0 + 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 
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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% 
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Basis of valuation of benefits 

Individuals’ vehicle benefit 

Vehicle cost  Employee benefit Fuel cost 
adjustment 

P1             -   P50 000 P2 500   P1 000 

P50 001    -   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 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 
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2. Resident company   12.5 per cent 

3. Non-resident company   12.5 per cent 

 

Capital value of an annuity 

Capital value = A x [1 – (1/(1 + r)ᶰ ]  Where -   A is the annuity payable 
 ----------------------- - r – rate of return 
  r 
N = number of years over which the annuity is payable. 

 

Value Added Tax – 14% 

 

Official rate of interest – 5% (assumed) 
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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 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 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 2411.9          
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Question 1 

Assume the date is 4 June 2024. 

You are a BICA Chartered Accountant working for a firm of BICA Chartered Accountants as a 
tax adviser.  

Your firm has provided accounting and taxation services to Modise Mmusi and his trading 
company, Ntlha Ltd, since the company’s incorporation in 2008.  

Background information 

Modise is the sole shareholder and managing director of Ntlha Ltd, which operates a 
hairdressing and beauty salon in Lobatse. Ntlha Ltd employs three staff members as hair 
stylists and beauticians. Modise subscribed for 100,000 ordinary shares at their nominal 
value of P1 each on Ntlha Ltd’s incorporation in 2008. 

 

The company is VAT registered and had always been profitable. However, it has trading 
losses for each of the two years ended 30 June 2024. A summary of the trading results and 
other income for the last five accounting periods to 30 June 2024 is in Exhibit 1. 

 

Due to the additional administration required to trade as a company, Modise has decided 
that he would prefer to operate as a sole trader. He will disincorporate Ntlha Ltd and 
purchase the company’s assets on 30 June 2024. 

Details of the proposed purchase and a recent valuation of the company’s assets are in 
Exhibit 2. 

 
Modise has discussed the funding of the P650,000 consideration for the purchase of Ntlha 
Ltd’s assets with your manager. Modise is unable to access finance from external lenders 
and therefore wants to take profits out of Ntlha Ltd, either via a bonus or dividend payment. 

 
He anticipates that the business will become profitable again from the year ending 30 June 
2025 and expects trading profits of around P300,000 pa for that year and for the following 
five years. Modise has indicated that he would then like to retire and move back to 
Pandamatenga, where he has farm. 
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Requirements 

 

Using the information in Exhibits 1 and 2, draft a report for Modise which advises him of: 

1.  The tax implications of the disincorporation of Ntlha Ltd, for both Ntlha Ltd and Modise, 
explaining any beneficial claims, elections or reliefs. Calculate the tax liabilities for both 
Ntlha Ltd and Modise as a result of the disincorporation. 

 Assume the disincorporation occurs on 30 June 2024. 

For the purposes of this requirement, ignore the impact on trading profit / loss in 
relation to Modise’s extraction of funds from the company. 

Note: 

Tax implications mean income tax, capital gains tax, VAT and capital transfer tax 
implications wherever relevant and appropriate. 

2.  The cost of extracting funds from Ntlha Ltd to enable him to fund the P650,000  

consideration to purchase the assets of the company. Recommend which method would 
be the most tax efficient method. 

Note: 

There are different methods which could be used to extract funds from the company.  

      Total: 40 marks 

Exhibit 1 

Ntlha Ltd: Trading profits / losses for the five accounting periods to 30 June 2024 

Year ended 30 June  2020 2021 2022 2023 2024 

       (estimated) 

   P P P P P 

Trading profit / (loss)  1,020,000 1,080,000 1,060,000 (500,000)  (820,000) 

Rental income  68,400  68,400  75,240  75,240  82,800 

Notes:  

The estimated trading loss for the year ending 30 June 2024 is adjusted for tax purposes but: 

•  it is before any capital allowances have been calculated; and 

•  it does not include the impact of the sale of assets to Modise.  

The rental income is from leasing a residential flat above Ntlha Ltd’s salon to a long-term 
tenant. The tenant is an individual. The rent is adjusted by 10% for inflation every two years.  
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Exhibit 2 

Details of the proposed purchase and the recent valuation of Ntlha Ltd’s assets:  

Modise will pay P100,000 for the salon building, and P550,000 in total for the goodwill, 
furniture and other sundry assets and motor vehicles. Ntlha Ltd will then be wound up. The 
valuations of the assets are: 

    Notes  Market Value 

      P 

Salon building   (1)   1,580,000 

Fixtures & fittings  (1)  40,000 

Goodwill   (2)   600,000 

Furniture and other sundry assets  (3)   280,000 

Motor vehicles  (4)  270,000 

Cash    (5)   1,200,000 

Retained earnings   (5)   1,600,000 

 

(1)  The salon building was purchased by Ntlha Ltd in February 2011 for P400,000 and is 
subject to a mortgage of P190,000. The building is owned freehold, and the salon 
comprises three floors; two are used by Ntlha Ltd for its hairdressing and beautician 
trade, and the top floor is a residential flat which is leased to a long-term tenant. The 
valuation of P2,100,000 includes P530,000 in respect of the residential flat.  

  The cost of fixtures and fittings which were added to the hairdressing and beauty rooms 
during a refurbishment in March 2022 was P120,000.  Ntlha Ltd claimed capital 
allowances on the cost of the fixtures and fittings.  

 
  Estimated NCOLI for June 2024 – 2630.1. 
 
(2)  Goodwill is internally generated.  

(3)  Furniture and other sundry assets comprise sofas, chairs, treatment tables and sundry 
equipment. All items were purchased between 2021 and 2023. Their income tax values 
at 1 July 2024 was P170,000. 
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(4)  Ntlha Ltd had two vehicles whose details are as follows: 

  Purchase date   Cost Market value 

     P  P 

  1/4/2020 Delivery van  250,000  140,000 

  16/8/2021 Motor car   230,000  130,000 
        ------------- 
        270,000 
       -------------- 

(5)   Modise has historically remunerated himself by drawing a small salary of P156,000 pa 
and taking some dividends each year. The remainder of any profits earned by Ntlha 
Ltd since its incorporation have been retained by the company, such that there are 
large cash and retained earnings balances. 
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Question 2 

You are Thuso, a BICA Chartered Accountant, and you work in the tax department of 
Moremi and Associates. Moremi and Associates has been engaged by Organic Ltd to provide 
tax assistance in respect of the financial statements for the year ended 30 June 2024.  

Organic Ltd is registered for VAT. 

Gouta, a BICA Chartered Accountant is the manager responsible for Organic Ltd. You receive 
the following email from Gouta: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

To:  Moremi 

From:  Gouta 

Date:  4 June 2024 

Subject: Conclusion of the tax computation for Organic Ltd 

Organic Ltd currently has no finance manager and its finance department 
lacks tax expertise. A finance assistant is in the process of preparing the 
taxable income for Organic Ltd for the year ended 30 June 2024 but she has 
informed me that there are a number of transactions that she is unable to 
deal with and will require our assistance.  

She has correctly computed an income for the year ended 30 June 2024 as 
P2,880,000 which excluded the transactions that she was not able to deal 
with as indicated in Exhibit 1. Organic Ltd wishes to take advantage of any 
beneficial claims wherever possible. The finance assistant did not calculate 
any capital allowances or annual allowances for any of the items included in 
Exhibit 1 where appropriate. 

Restriction of the deductibility of interest (Exhibit 2) 

The finance assistant is aware that the deduction of interest for tax purposes 
is subject to a certain restriction. However, she is not sure of how the 
interest restriction is applied. The necessary relevant figures for the 
restriction of interest are provided in Exhibit 2.  
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Requirements 

(a) Calculate the taxable income and the tax payable for Organic Ltd for the year ended 
30 June 2024 after taking in to account the excluded transactions provided in Exhibit 
1. Give brief explanations of the tax treatment. 

(b) Based on Exhibit 2 calculate the maximum interest that would be deductible for tax 
purposes. You should also explain the tax treatment of the non-deductible interest. 
This answer does not affect your solution to (a) and (b) above.  

  Total: 35 marks 

Exhibit 1 – Details received from the finance assistant in respect of the taxable income for 
the year ended 30 June 2024: 

The finance assistant computed taxable business income of P2,880,000. This figure does not 
include any of the transactions below: 

1. Plant costing P256,500, VAT inclusive, was purchased on 15 December, 2023 out of 
the proceeds of motor car which was sold for P190,000, VAT exclusive, on 1 
December 2023. The motor car was purchased on 13 May 2021 for P171,000, VAT 
inclusive.  

2. Imported machinery from South Africa at a cost of R120,000 on 1 August 2023, when 
the exchange rate was R1.00 = P0.98. The supplier was settled on 31 October 2023, 
when the exchange rate was R1 = P0.87. The finance assistant is unsure of the VAT 
and foreign currency implications. 

3. Organic Ltd spent P216,000 on development expenditure. The expenditure was 
capitalized because it met the accounting criteria for capitalization. 

4. Organic Ltd engaged a South African company to provide some consultancy work. 
Organic Ltd was invoiced P180,000 which it paid as P162,000 after deducting 
withholding tax of P18,000. The withholding tax deducted was duly paid to BURS. The 
finance assistant is not sure of the VAT and income tax implications of this payment. 

5. Organic Ltd received foreign dividend of P264,000 net of withholding tax of 12% 
deducted at source from a country called Urain. 

6. Organic Ltd sold a warehouse on 1 March 2024 and realized a chargeable capital gain 
of P520,000. The warehouse had originally cost P1,000,000. On 1 May 2024, Organic 
Ltd purchased an office building for P1,200,000. 
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Exhibit 2 – Restriction of interest 

Assume the following details: 

 P P 

Gross profit  1,951,060 

Bank deposit interest  125,000 

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

  2,076,060 

Less: 

Depreciation 240,000 

Amortisation 60,000 

Operating expenses 840,000 

Loans to ex-employees written off 28,000 

Interest payable 680,000 

 ------------- (1,848,000) 

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

Profit before taxation  228,060 

Less estimated income tax  (90,099) 

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

Profit for the year  137,961 

  -------------- 
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Question 3 
Assume the date is 1 June 2024. 
You are a BICA Chartered Accountant working in the tax department of a firm of BICA  
Chartered Accountants. 
 
Baruti Khumo has been a personal tax client of your firm for many years. Baruti, who is  
45 years old and an experienced freelance IT consultant has recently decided to  
become employed. 
 
Baruti has recently been interviewed for an IT director job at two unconnected  
companies, Alpha Ltd and Omega Ltd. Alpha Ltd and Omega Ltd have both offered  
Baruti a job, which would start with effect from 1 July 2024.  
 
Details of the alternative employment packages on offer are in Exhibit 1 (Alpha Ltd)  
and Exhibit 2 (Omega Ltd). 
 
As the two companies are offering Baruti different benefits within their remuneration  
packages, Baruti is unsure which job to choose. Baruti would like to understand which  
offer generates the highest net disposable income on an ongoing basis. Baruti would  
also like to understand if there are any other tax implications from either of the  
remuneration packages to be aware of. Baruti owns a portfolio of investment properties  
and will continue to receive rental income of approximately P240,000 pa. Baruti’s  
intention is to work as an employee for approximately five years and then retire. Baruti  
will retain the investment properties to provide an income in retirement. 
  
Baruti has also informed you of his personal circumstances as following: 

1. Baruti currently stays in his own house. If provided with company accommodation, he 
can rent out his house for P12,000 per month.  

2. It costs Baruti an average of P60,000 pa in fuel and maintenance costs to use his 
personal vehicle. 

3. Baruti always takes his family on holidays which cost an average of P100,000 pa. 
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Requirements 
 
Advise Baruti of the personal tax implications in 2024/25 of accepting the jobs offered  
by: 
(a)  Alpha Ltd; and 
(b)  Omega Ltd.  
Include calculations of the net disposable income that Baruti would receive under each 
remuneration package for 2024/25. You should assume that the 2022/23 tax rates  
apply. 
      Total: 25 marks 
 
Exhibit 1: Remuneration package offered by Alpha Ltd 
 
1.  Alpha Ltd will pay Baruti a salary of P792,000 pa. 
2.  Baruti will receive a welcome bonus of P250,000 at the start of the employment 

contract.  
 Alpha Ltd will pay this bonus in cash and at the same time as Baruti’s first month’s salary 

(at the end of July 2024).  
3.  Alpha Ltd will provide Baruti with a company car costing P500,000. The company will 

provide Baruti with the use the car for 5 years and allow him to buy the car at the end of 
the 5 years for P50,000 which will be the book value. Alpha Ltd will pay for all the fuel. It 
is expected that Baruti will drive 20,000 km per annual, out of which 8,000 will be for 
business. 

4.  Alpha Ltd will provide Baruti with company accommodation. The house will be rented on 
behalf of Baruti at a cost of P15,000 per month. The gross rateable value of the house is 
P480,000. 

5. Alpha Ltd will grant 1,000 share options to Baruti on 1 July 2024. The options will be 
exercisable at the grant date market value at any time in the following five years. Alpha 
Ltd currently has 10,000 shares in issue, and they are estimated to have a market value 
of P50 per share as at 1 June 2024. If the Alpha Ltd job is accepted, Baruti would exercise 
the options and sell the shares on the same day when leaving the company in five years’ 
time. It is expected that the share price in five years’ time will be approximately P180 per 
share.  

6. Annual contractual holiday package of P100,000 for Baruti and his family. Baruti is not 
allowed to encash the holiday package.  
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Exhibit 2: Remuneration package offered by Omega Ltd 
 
1.  Omega Ltd will pay Baruti a salary of P900,000 pa. 

2.  Omega Ltd will award Baruti 1,000 shares in Omega Ltd once Baruti has worked for 
Omega Ltd for 12 months. Omega Ltd currently has 1 million shares in issue, which are 
currently trading at a price of P24.50 on the stock exchange. Omega Ltd does not offer 
shares to all its employees. The shares are expected to have a market value of P28.18 
after one year and P60 each after five years.  

3.  Omega Ltd will pay Baruti a housing allowance of P180,000 pa. 

4.  Baruti will use his own vehicle for business purposes. In return, Omega Ltd will pay him a 
car allowance of P90,000 pa. It is estimated that Baruti will use approximately 8,000 km 
on business travel. The business mileage payable by Omega Ltd is P4.50 per kilometre.  

5. Cash allowance for annual family holiday of P100,000 as per contract. 

 


