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Assume that the Finance Act 2023/24 rates and allowances will continue to apply in future
years unless you are specifically instructed otherwise
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examination hall.
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Tax Tables
Use the following tax tables to answer your questions, where necessary.

Rates of tax from 2023/24 tax years

Resident companies On taxable income
Standard rate 22%
Manufacturing company rate 15%

Non-resident companies
Standard rate 30%

Resident individuals

PO—- 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

PO - 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 P156,000P15,450 + 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 P156,000P13,650 + 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

Individuals’ vehicle benefit

Vehicle cost Employee benefit
P1 - P50 000 P2 500

P50001 - P100 000 P5 000

P100 001 - P150000 P7 500

P150 000 - P200 000 P10 000

Fuel cost
adjustment

P1 000
P2 000
P3 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 - 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)

Capital allowances

The following rates are fixed by Commissioner General of BURS as fair and reasonable having regard
to the expected useful economic lives of the assets listed.

Capital allowances

Furniture and fittings 10%

Office equipment and machinery  15%

Plant and machinery including farming 15%
Motor vehicles, boats and aircraft 25%

Heavy plant and machinery 25%

Computer hardware 25%

Off-the-shelf computer software 100%

Industrial and commercial buildings
Industrial building — initial allowance 25%
Industrial building — annual allowance 2-5%

Commercial building —annual allowance  2:5%



COST OF LIVING INDEX —JULY 1982 to AUGUST 2024

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

1193.4

1204.8

1209.7

1213

1213.3

1217.2

1218.4

2010

1223.2

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

2411.9

2440.1

2449.5

2455.2

2440.1

2440.1

2481.5

2483.4

2483.4

2485.3

2024

2479.6

2481.5

2483.4

2515.4

2524.8

2524.8

2530.4

2536.1




Question 1

You are a BICA Chartered Accountant and your name is Boipelo. You work in the Tax Advisory
department of Mark Charles & Associates Accounting firm. You have been scheduled to attend a
meeting with Kedibonye and Keeya the directors / shareholders of Phokoje Ltd, a Botswana resident
company. Your firm has acted as tax advisors for Phokoje Ltd from the inception of the company.

Background

Phokoje Ltd was incorporated on 1 October 2010 and is owned by Kedibonye and Keeya who also
act as directors. The issued share capital of the company on incorporation was 3 million P1 ordinary
shares. Kedibonye and Keeya each paid P1,200,000 and P1,800,000 respectively, for the shares.
Over the years, Phokoje Ltd has grown financially and operationally. Kedibonye intends to retire
from the business and pursue his other interests in the transport business. Keeya, on the other
hand, wishes to sell his share in the company and has negotiated to continue working for Phokoje as
the operations director.

Kedibonye and Keeya have no other income apart from the income they received from Phokoje Ltd
as full-time directors.

Pula Ltd has made an offer to buy Phokoje Ltd’s business. There are two available options for selling
the business to Pula (Exhibit 1).

Both Phokoje Ltd and Pula Ltd are registered for VAT.

Kedibonye has also sent you an email (Exhibit 2).

Requirements

1.1 Exhibit 1 outlines two options of selling Phokoje business to Pula Ltd. What will be the
Income Tax, Capital Gains Tax and Value Added Tax implications to Phokoje and its
directors/shareholders (Kedibonye & Keeya) under each option. Calculate the tax gain or loss on
disposal of trade and assets and total taxable income for the tax year ended 30 June 2024.

1.2 Kedibonye and Keeya would like to dispose of Phokoje Ltd in the most tax efficient manner.
Advise them on which option they should take and why? Advise, based on tax savings, Kedibonye
and Keeya on which is the best option of selling the Phokoje business.

13 Explain the tax implications to Kedibonye if the property is donated or sold to the trustees in
June 2024 (Exhibit 2) and the income earned by the trust.

Total: 40 marks



Exhibit 1: Two options for selling the Phokoje business to Pula Ltd
Option 1

Phokoje Ltd will sell the trade and assets as a going concern at their market value of P48,000,000 to
Pula Ltd on 30 June 2024. The break-down of the sale proceeds were as follows:

Carrying amount Income tax value Market value
At 30 June 2024 at 30 June 2024 at 30 June 2024
P’000 P’000 P’000

Goodwill 2,250 3,000 12,000

Inventory 7,200 8,700 10,500

Receivables 9,900 10,500 9,000

Plant & machinery 14,400 10,050 11,700

Cash 4,800 4,800 4,800

38,550 37,050 48,000




Option 2

The second option is for Kedibonye and Keeya to sell all their shares to Pula Ltd for a consideration
of P48,000,000.

For both options:

e You may assume that the sale was on 30 June 2024ember 2024 and that Phokoje Ltd will have
sufficient taxable profits to make the required distributions.

e The goodwill was acquired on the acquisition of a smaller business by Phokoje Ltd in November
2019.

e Keeya has agreed with the owners of Pula Ltd that once the Phokoje business was sold to them,
she would continue to work as the Operations Director. Kedibonye would retire.

e Both Kedibonye and Keeya are high income earners.
Exhibit 2: Email from Kedibonye

To: Tax advisor

From: Kedibonye

Date: 1 September 2024

Subject: Creation of a trust

I would like to create a trust for the benefit of my two children, Tshepo and Thabo, equally. Both my
children are minors and still in school on a full-time basis in South Africa. | own an office block in
Block 6, Gaborone which | constructed at a cost of P1,155,000 in August 2018. The office block has a
current market value of P3,450,000. The annual rental income from the property is P172,500.

I am not sure of whether to donate the office block or to sell it to the trustees. | would also like to
know the tax implications, if any, for me in respect of the income earned by the trust. The property
was disposed of on 30 September 2024

The income from the trust will be used for the education, training and maintenance of the
beneficiary.



Question 2

You are a BICA Chartered Accountant working in the tax practice for a firm of BICA Chartered
Accountants.

Your firm’s client, Goitsegile, is employed by Goodhope Ltd, a hardware supplier operating across
the country. The company resident in Botswana. Goitsegile is married to Joshua Dumela. Joshua
Dumela is a businessman operating in the hospitality industry. His hotels are in major towns of
Botswana and the expansion has largely been financed by bank loans. The name of the hotels is
High Valleys hotels.

The details of Goitsegile’s employment package and investment income for year ended 30 June
2024 are provided in Exhibit 1.

The Accountant has informed Joshua about the new provisions relating to the restriction of
allowable interest. The Accountant is also not very conversant with the new provisions but has
prepared the summarized accounts provided in Exhibit 2. The Accountant has requested that you
prepare the taxable income for the income and explain the treatment of interest.

Requirements

(a) Calculate the taxable employment income of Goitsegile for the tax year ended 30 June 2024.
Your answer must clearly show how each item is treated indicating a zero where no adjustment is
required (Exhibit 1).

(b) Calculate the taxable income of Goitsegile for the tax year ended 30 June 2024 and the tax
payable for the same year (Exhibit 1).

(c) Explain the restriction of allowable interest and calculate the taxable income for High Valleys
hotels.

Total: 35 marks



Exhibit 1 — Goitsegile’s employment package and investment income

Employment package

(i) An annual salary of P780,000. From this salary, 10% deduction in respect of contributions to
the company’s approved pension fund and another 5% deduction in respect of the company’s
provident fund. The employer also contributes 10% of Goitsegile’s salary to the approved pension
for her benefit.

(ii) Goitsegile was provided with a company vehicle for her personal and business use. The
employer pays for all the fuel. Her business travel only accounted for 25% of her total mileage. The
vehicle had cost P624,000 in March 2022.

(iii) Goitsegile is a member of medical scheme. The annual medical aid contribution is P130,000
of which her employer contributes 75% and she contributes 25%.

(iv) Goitsegile purchased a Mac book laptop which had cost P36,400 in January 2022. She uses
the laptop 60% for business and 40% for personal purposes.

(v) Goitsegile was provided with a family holiday package of P156,000 in accordance with her
contract. During the tax year 2023/24, she actually spent P188,500 on the family holiday. The excess
was not refunded.

(vi) In December 2023, Goitsegile commuted 38 leave days. Assume that one month has 22
working days.

(vii)  During the tax year 2023/24, pay as you earn of P165,165 was deducted and paid to BURS.

Investment income
Goitsegile has investments in shares, interest-bearing investments, properties and

business interests outside of Botswana.

(i) Goitsegile owned a house in Johannesburg, South Africa. During the tax year, her net rental
income was P234,000 and the income tax charged by the South Africa Revenue Services was
P42,120. Goitsegile only remitted P130,000 to her Botswana account during the tax year.

(ii) Goitsegile received dividends of P68,640 (net of withholding tax of 12%) from her
investment in the UK.

(iii) Goitsegile received interest of P29,250 (net of withholding tax of 10%) from her investment
in stock bonds in a non-treaty country.

10



Exhibit 2 — Summarised Profit and Loss account for High Valleys Hotel for the

year ended 30 June 2024

P

Gross profit 7,880,000

Sundry operating expenses (2,964,000)
Goodwill impairment losses (120,000)
Exchange losses on purchases of beddings (67,000)
Exchange losses on purchase of delivery van (44,000)
Depreciation of equipment (530,000)
Amortisation of intangible assets (138,000)
Revaluation gains on property 332,000
Interest expense (2,200,000)

Legal fees disputing a tax assessment (55,000)
Tax planning for Joshua Dumela (72,000)
Net profit 2,022,000
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Question 3

You are a BICA Chartered Accountant working for Bogadi & Co, a firm of BICA Chartered
Accountants, which acts as tax advisers to Cyber Ltd. You have recently been seconded to the
finance department of Cyber Ltd for six months. You report to the financial controller of Cyber Ltd,
Keletso Butale.

Cyber Ltd is a VAT registered company engaged in engineering designing and construction. Cyber
Ltd is owned 100% by Batswana.

It accounts for VAT on a monthly basis.
Cyber Ltd prepares its accounts to 30 June annually.

Keletso has sent you the following email relating to the year ended 30 June 2024

Email

To: Seconded Tax Adviser
From: Keletso Butale

Date: 28 July 2024

Subject: Assistance with the preparation of the 2023/24 income tax return and VAT
return for the June 2024.

We are in the process of finalising the income tax return for tax year 2023/24. We have a
few transactions that have not yet been concluded because the person in charge is uncertain
of the appropriate tax treatments. Your first task is to explain to me the appropriate tax
treatments and compute the final taxable income and tax payable under the self-assessment

system.

| have provided you with the transactions (Exhibit 1) that you need to assist me conclude the
preparation of the tax return. The draft taxable income of Cyber Ltd for the year ended 30
June 2024, before taking into account the transactions in Exhibit 1, is P21,849,000. At the
beginning of the year, Cyber Ltd had estimated that its taxable income would be

P21,500,000 and the self-assessment instalments were paid based on this estimate.

We are also in the process of finalising the VAT return for June 2024 and there are certain
transactions that | seek your advice on. The transactions are shown in Exhibit 2.
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Requirements:

3.1 Compute the final taxable income for Cyber Ltd for the year ended 30 June 2024 after taking
into account the transactions in Exhibit 1. Wherever relevant, you must assume that all the
beneficial claims were elected and applied appropriately.

3.2 Calculate the self-assessment payments that Cyber Ltd would have paid and based on your
final taxable income in 3.1 above, compute the final tax payable for Cyber Ltd fye 30 June 2024.

3.3 Briefly explain to the financial controller, with illustrations, how the items noted in
Exhibit 2 will be accounted for under VAT.

Total: 25 marks
Exhibit 1 — Pending transactions

The following transactions relating to the year ended 30 June 2024 have not been included or
adjusted for in arriving at the draft taxable income unless otherwise stated.

1. Goods in the sum of P330,000 were sold on a 30 days sale or return basis on 1 April 2024. By 30
June 2024, the customers had not returned the goods.

2. The general allowance for receivables has been determined at the year-end as P570,000. The
previous year’s general allowance was P975,000. The reduction was recognised for accounts but
not adjusted in arriving at the draft taxable income.

3. Loansto employees in the sum of P120,000 that were written off in the tax year of 2022/23,
were partly recovered in 2023/24. The amounts recovered were P70,000 and have been
credited in arriving at the draft taxable profit.

4. Interest expense of P120,000 was paid on loan acquired to pay a dividend to the ordinary
shareholders. The interest was deducted in arriving at the draft taxable income.

5. InJanuary 2017, Cyber Ltd sold a property for P1,800,000 and realised a gain of P350,000. The
property had originally cost P770,000. A replacement property was acquired in May 2017 for
P920,000.

On 13 June 24, Cyber Ltd sold the replacement property for P2,280,000.
6. In August 2023, heavy construction plant/equipment were sold, details as below:

Cost ITV b/f Proceeds

P P P
Plant 780,000 202,500 525,000
Equipment 735,000 441,000 360,000
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In September 2023, the sold plant was replaced at cost of P975,000. The applicable capital
allowance rate for this plant was 25%. No capital allowances, if any, have yet been computed on the

replacement plant.

A lorry was involved in accident on 15 March 2024 and was a complete write off. Cyber Ltd received
insurance proceeds in the sum of P480,000 for the lorry. The insurance proceeds were used to buy a
second-hand tipper trucker for P320,000. The damaged lorry had cost P550,000 and was fully
written off for tax purposes prior to the accident. No capital allowances, if any, have yet been
computed on the new tipper truck.

7. Cyber Ltd sold half of its investments in cryptocurrency:

The cryptocurrency was bought in March 2022 for P200,000. In January 2024, Cyber Ltd sold 50% of
the cryptocurrency for P250,000.

Exhibit 2 — Transactions to be concluded in the June 2024 VAT return

The following transactions occurred during June 2024 but have not been recognized yet for VAT. All
the figures below are exclusive of VAT.

1. On 13 June 2024, Cyber Ltd purchased land with a building thereon from a non-VAT
registered citizen individual for P2.25 million, P600,000 was attributable to the cost of the
land. Cyber Ltd is not sure of how the transfer duty, if any, is calculated and applied.

2. During the month of June 2024, Cyber Ltd brought in management consultants from South
Africa carry out a skills audit and make any recommendations. The consultants concluded
their work and invoiced Cyber Ltd P705,000.

3. Cyber Ltd hired a 40 feet container for two months from a VAT registered trader and paid a
deposit of P18,000.

4. Cyber Ltd purchased a truck on credit and paid a deposit of 20% (or P186,000) of the cost.
The cost of the truck was P930,000. The balance would be settled over the next six months.
The seller was registered for VAT.
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