BICA POT DECEMBER 2024 EXAM SOLUTIONS

Scenario-based question - Lesedi

Computation of taxable employment income for Lesedi fye 30 June 2024:

P
Gross basic salary (W1) 546,200 | 2
Performance bonus at 10% of P435,600 43,560 | 1
Car benefit (P10,000 + (15% x P20,000) 13,000 |1
Holiday package - contractual 0 (05
Employer's medical aid contribution 0 (05
Two suits 01
Protective clothing 011
Travel concession 0|1
Salaries for gardener and security guard 120,000 |1
Total taxable employment income 722,760
Computation of tax:

First P156,000 13,050
Next P566,760 at 25% 141,690

= Tax liability 154,740
Less: PAYE (110,600) | 1
=Tax payable 44,140

Working 1 - Calculation of Gross Basic Salary

Net Tax Gross
Net salary 142,950 13,050 156,000
Balance 292,650 97,550 390,200
Total 435,600 110,600 546,200

Scenario-based question - Tau Ltd




Computation of taxable income for Thutlwa Ltd fye 30 June 2024:

P
Accounting profit 2,455,00
Depreciation 243,000
Loan interest 0
Profit on disposal of the Commercial building (320,000)
Entertainment of customers 0
Annual subscription to trade association 0
Golf subscriptions for directors 0
Bank deposit interest 0
Rental income 0
Capital allowances (296,000)
Capital allowance on machinery (P920,000 x 15%) (138,000)
Balancing adjustment on disposal of commercial building 240,000
P800 000 X 2.5% x 12 years
Capital gain or loss on disposal of commercial building 0
Taxable trading income 1,944,000

*1 mark for the calculation of the capital loss of P264,329

800 000+(800 000x(2524.8-1496.7/1496.7)) -800 000 + 549 529=1 349 529
-1085 200
=264 329
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B Rotation of staff

B
B&D

P854,000 ( P210,000 + P644,000)

A P160,470 - P132,000 = P28,470

B P7,000 x 14/114 = P859.65 Output VAT
A

B

P44,800 (P320,000 x 14%)
B P120,000 i.e. P280,000 - P160,000
D P1100,000 - P150,000 - P60,000 -P120,000 = P770,000

P6,000 Assessable benefit = P324,000 — P124,000 = P200,000

Benefit on P200,000 10,000
Less: fuel cost adjustment (4,000)
Assessable B-I1-K 6,000

Any two of Equity, Convenience, Economy and Certainty

P72,450 Sales proceeds
Less: allowable cost:

5,000 shares 18,000
2000 rights issue @ P4.50 9,000
3,000 shares @ P8.80 26,400

Un-indexed gain
Less: moveable allowance at 25% of P96,600

Chargeable gain

150,000

96,600
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Allowable loss = P15,000 (P46,000 — P31,000)

B Profit before tax 650,000
Add: depreciation 90,000
Add: interest 17,000
Taxable income 757,000
Note:

The loan was not incurred to produce income and therefore the interest is disallowed.
The loss had expired after 5 years and therefore cannot be relieved.

Balancing adjustment on disposal of motor car:

>
ITV b/f 120,000
Less: sales proceeds (98,000)
Balancing allowance 22,000

Buildings allowances = P281,125 ((P865,000 + P260,000) x 2,5%)
P4,800 or P5,600
Two answers are allowable based on either the average loan or the strict basis:

Average loan method:

(P100,000 + P20,000)/2 = P60,000 x 8% = P4,800
Or

Strict basis method:

3/12 x P100,000 x 8% = P2,000

3/12 x P80,000 x 8% = P1,600

3/12 x P60,000 x 8% = P1,200

3/12 x P40,000 x 8% = P800

Total interest benefit = P5,600

D P14,112 x 14/114 = P1,733.05

Chargeable gain = P603,268
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P29,750

A

A

A

p

Sales proceeds 1,600,000
Less: allowable cost:
Cost of office block (620,000)
Legal fees (30,000)
Un-indexed gain 950,000
Less: indexation allowance:
P650,000 x (2524.8 — 1646.5)/1646.5 (346,732)
Chargeable gain 603,268

The relationship that her firm has with the client

( P170,000 x 25% x 70%)

P326,200 (P300,000 + P8,000 + P18,200)

Up to 31 December 2031 i.e. 8 tax years

Self interest threat

P6,000 (i.e. the penalty is equal to 100% of the tax that should have been paid)

The amount involved in the appeal must not be less than P10,000.

Investing money obtained through criminal activities into legitimate businesses

P3,080 = P22,000 x 14%

Total allowances = P660,000

Eligible cost (P2,800,000 — P400,000) 2,400,000

Initial allowance — P2,400,000 x 25% 600,000
Annual allowance — P2,400,000 x 2.5% 60,000



40.

Total allowances

P12,000

The deductible amount is the greater of:

- P300,000/ 30 years
- P300,000/ 25 years

P10,000
P12,000



