
BICA TAX COMPLIANCE DECEMBER 2022 SOLUTIONS 

Question 1 

Basadi 

The taxable gain was deliberately concealed.  

This was tax evasion by Basadi. 

This may lead to criminal proceedings, and on conviction, fines and/or imprisonment. 

Basadi will also have to pay the outstanding tax plus interest and penalties.  3 marks 

 

Pono CA 

 

It does not appear that any employee of Pono CA facilitated the tax evasion at the time. 

The tax due was not paid as a result of the evasion and therefore remains in Basadi’s 

possession. This is proceeds of crime, which brings Basadi's actions within money laundering. As 

Pono CA are accountants, a 'relevant business', failure to report suspicion of money laundering 

is also a criminal offence.  2 marks 

 

Tirelo 

 

The firm should have trained Tirelo in how to recognise money laundering, and how to report 

suspicion of money laundering to the Tax Manager. Following an internal report by Tirelo to 

Phadi a report should then have been made to the Directorate on Corruption and Economic 

Crime (DCEC) or the Director of Public Prosecution. Tirelo personally may have a defence that 

he had not received adequate training in money laundering procedures. 2 marks 

 

Phadi 

 

Phadi has not put in place proper procedures for staff to identify and report money laundering. 

Contravention of anti-money laundering requirements is an offence, with penalties including a 

fine of KP10,000 or imprisonment for a term not exceeding three years or both for individuals 

and for a body corporate, every person who at the time of the commission of the offence was a 

director, manager or partner shall be liable to a fine not exceeding P25,000. 3 marks 

 

 Total available: 10 marks 

 Total maximum: 7 marks 

 

 

 

 



Question 2.1 

 

Zero-rated supplies are required to charge output VAT at 0%. However, the input VAT incurred 

on purchases used to make zero-rated supplies is recoverable. Furthermore, in determining the 

threshold for compulsory registration, zero-rated supplies are considered.   (2 marks) 

 

A trader cannot charge output VAT when they make exempt supplies. Input VAT incurred to 

make exempt supplies is irrecoverable. Lastly, exempt supplies are not considered when 

determining the threshold for compulsory registration.   (2 marks) 

  Max available: 3 marks 

 

Question 2.2 

 

Computation of the VAT payable or refundable for Pula Ltd for September 2022: 

   P 

Output VAT: 

Exempt sales – exempt  0 1  

Zero-rated sales - P520,000 x 0%  0 1 

Standard-rated sales – P820,000 x 124%  98114,4800 1 

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

Total output VAT  114,800 

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

Input VAT: 

Exempt purchases – exempt  0 1 

Zero-rated purchases – P286,000 x 0%  0 1 

Standard-rated purchases – P492,000 x 75% x 90% x 124%  39,85246,494 2 

Entertaining customers – not recoverable  0 1 

Hilux single cab van – P249,400 x 124/1124  26,72130,628 1 

General overheads – P255,200 x 124/1124 = P27,34329,115 

P27,34329,115 x (1,600 – 260)/1,600  2290024,457 1 

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

   89,473101,579  

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

VAT payable  8,92713,221 11 

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

  Max available: 10 marks 

 

 

  



Question 3.1 

 

1. Computation of the capital gain or loss on the disposal of GMD’s industrial property: 

   P P 

 Sales proceeds  3,566,293 1/2 

 Less allowable cost: 

  Land P30,000 x 1.12  36,300  1 

  Factory building  366,000  1/2 

  Engineering/drawing office 120,000  1/2 

  Administration office 200,000  1/2 

   ------------- (722,300) 

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

 Un-indexed gain   

 Less: indexation allowance 

  Land (July 1982 – Jan 2022) 

  P36,300 x (21824.4 – 100)/100 756,637 755,911  2 

  Factory building (March 1999 – Jan 2022) 

  P366,000 x (21824.4 – 504.3)/504.31,217,8951,219,346  1 

  Engin/drawing office (July 2006 – Jan 2022) 

  P120,000 x (21824.4 – 918.6)/918.6 165,095356  1 

  Admin office (May 2008 – Jan 2022) 

  P200,000 x (21824.4 – 1085.0)/1085.0 202,286654  1 

   --------------- (2,341,1863,993) 

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

 Chargeable capital gain  502,8070,000 8 

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

 

  



2. Income tax implications arising from the disposal of the property: 

 

Land is not entitled to capital allowances, therefore are no tax implications.  1  

  Balancing 

  Charge 

 P P 

Factory building (1999 – 2021 = 22 years) 

Initial allowance – P366,000 x 25% 91,500 

Annual allowances – 23 years x 2.5% x P366,000 210,450 

 ------------ 301,950 2 

Engineering/drawing office (2006 – 2021 = 16 years) 

Initial allowance – P120,000 x 25% 30,000 

Annual allowances – 16 years x 2.5% x P120,000 48,000 

 ------------ 78,000 2 

Administration office (2008 – 2021) 

Annual allowances – P200,000 x 2.5% x 14 years   70,000 1 

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

Total balancing charge  449,950 5 

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

3. Calculation of total taxable income for GML for year ended 31 December 2021: 

   P 

 Taxable income (given)  2,130,000 

 Chargeable capital gains  502,8070,000 1 

 Balancing charge  449,950 1 

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

 Total taxable income  3,082,75779,950 2 

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

 

  



Question 3.2 

 

Calculation of the chargeable transfers arising on the death of Mr Tsheko: 

  P P 

Bequest to wife: Mrs Tsheko 

The transfers are exempt from CTT  0 1 

 

Bequest to granddaughter: Kefilwe 

House in G-West 2,400,000 

Cash 275,000 

Shares in XY Ltd P640,000 x 95% 608,000 

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

  3,283,000  2 

Less: allowable deduction (100,000)  1 

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

Chargeable transfer  3,183,000 

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

Bequest to grandson: Lesego 

Flat in Durban, South Africa – exempt because the  

flat is abroad And Lesego is not domiciled in Botswana 0  2 

 

Bequest to daughter: Kopano 

Bequests to Kopano are exempt because she is  

descendant of the deceased  0 2 

 

Calculation of CTT liabilities: 

Only Kefilwe would be liable for CTT as follows: 

 

First P1500,000 16,000 

Next P2,683,000 (P3,183,000 – P500,000) x 5% 134,150 

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

CTT liabilities 150,150 2 

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

   10 

   ---- 

  



Question 4 

 

1. Calculation of the self-assessment tax liabilities: 

  P 

 Estimated tax liability: 

 P2,800,000 x 15% 420,000 1 

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

 Quarterly instalment payable: 

 P420,000 / 4 instalments =  105,000 1 

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

 

2. Calculation of capital allowances for the tax year 2021: 

 

 Industrial buildings allowance: 

 Annual allowances: 

  P2,300,000 x 2.5% 57,500  1 

  P590,000 x 2.5% 14,750  1 

 Initial allowance on extension: 

  P590,000 x 25% 147,500  1 

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

   219,750 

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

  

 

 

 Capital allowances on Plant, equipment and implements: 

 

 Plant & equipment – P2,560,000 x 15% 384,000  1 

 Motor cars – fully written off 0  1 

 Computers – P220,000 x 25% 55,000  1 

 Computer software package – 100% 75,000  1 

 Delivery vans – P810,000 x 25% 202,500  1 

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

   716,500 

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

 

 

 

 



 Computation of balancing adjustments: 

   P 

 On disposal of motor car: 

 ITV b/f (fully written off) 0 

 Sales proceeds (160,000) 

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

 Balancing charge (160,000)  1 

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

 On delivery vans: 

 Cost 750,000 

 Less: capital allowances granted: 

 P750,000 x 25% x 3 years (562,500) 

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

 ITV b/f 187,500 

 Sales proceeds (360,000) 

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

 Balancing charge (172,500)  1 

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

 Total balancing charge 332,500  10 

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

  



3. Calculation of taxable income for Bokone Ltd fye 30 June 2022: 

   P P 

 Net profit per accounts  3,100,000 1/2 

 Less: 

  Local dividends 50,000  1 

  Profit on disposal of delivery vans 210,000  1 

  Loans to suppliers recovered  2860,000  1 

  Industrial building allowance 219,750  1 

  Capital allowances on P & M 716,500  1 

   --------------(1,224,25056,250) 

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

    1,84375,750 

 Add: 

  Depreciation 450,000  1/2 

  Loans to suppliers written off (w/o)  220,000  1 

  Loans to former employees w/o 96,000  1 

  Increase in general provision (278 – 198) 80,000  1 

  Employee benefits 0 

  Entertainment expenses 0 

  Legal fees  

  – recovery of loans re former employees  21,000  1 

  – in connection with the purchase of land 63,000  1 

  Theft by Finance Manager 115,000  1 

  Donations to political party 50,000  1 

  Loss on disposal of motor vans 25,000  1 

  Balancing charge 332,500  1 

   ------------- 1,452,500 

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

 Taxable income  3,328,296,250 15 

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

4. Calculation of the final tax payable for Bokone Ltd for year ended 30 June 2022: 

    P 

 Tax liability - P3,328296,250 x 15%  494,49,237.50 

 Less: self-assessment tax paid  (420,000.00) 1 

 Less: WHT on bank deposit interest – P28,000 x 10%  (2,800.00) 1 

 Less: rental income - P150,000 x 5%  (7,500.00) 1 

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

 Tax payable  64,9137.50 3 

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



Question 5.1 

    P 

Basic salary  600,000 1 

Performance bonus – 10% of basic salary  60,000 1 

Commuted leave pay – 18 days/ 260 days x P600,000  41,538 1 

Company paid security services  60,000 1 

Accommodation benefit P250 x 240 sq metre x 8% 4,800 

Less employee’s contribution (2,400) 

   ---------- 2,400 2 

Car benefit - First P200,000 10,000 

- Next P60,000 x 15% 9,000 

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

     9/12 x 19,000  14,250 1 

Employer’s medical aid contribution   0 1 

Less: professional subscriptions   (05,400) 1 

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

Employment income before taxable gratuity  7782,1788 

Taxable Gratuity – ((P600,000 + P510,000) x 30%) x 2/3  2220,000 1 

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

Taxable employment income  1,000102,1788 

BBS investment account – interest  0 1 

Income tax refund  0 1 

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

Total taxable income  1,000102,1788 13 

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

 

 

  



Question 5.2 

 

1. Calculation of Mpho’s taxable income for the year ended 30 June 2022: 

     P 

 Net profit per accounts  620,000 1 

 Add: 

 Mpho.s salary  396,000 1 

 Rent and rates – 30% x P190,000  57,000 1 

 Repairs   0 1 

 Electricity – Mpho’s residence  6,000 1 

 Depreciation  72,000 1 

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

     1,151,000 

 Less:  capital allowances (given)  (90,000) 1 

   Mpho’s car – P175,000 x 25% x 70%  (30,625) 1 

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

 Taxable business income  1,030,375 

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

 

2. Calculation of Mpho’s tax liabilities for year ended 30 June 2022: 

     P 

 First P156,000  13,050.00 

 Next P874,375 x 25%  218,593.75 

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

 Tax liability  231,643.75 2 

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

   

  

    

  

 


