Question 1

General actions
The engagement letter should be checked to see if Sego & Associates has permission to tell
BURS. If not ask for permission to disclose.

Kubu Ltd willing to correct the errors
The tax returns for companies are due for submission within 4 months after the end of the
accounting date.

Consequently, the tax returns from 2020 to 2024 cannot be amended by Kubu Ltd.

In relation to earlier returns recommend that Kubu Ltd write to BURS with relevant
information and explanations about the errors. BURS will revise and amend the tax returns
for tax years 2020 to 2024

Kubu Ltd should submit the tax return for 2025 with correct capital allowances figures.

Recommend to Kubu Ltd that they pay the understated tax.

Potential outcomes

BURS may issue recovery assessments in respect of these earlier years if they have
information or suspect that the assessment has been understated.

Recovery assessments can be issued by BURS even if the time for issuance the assessments
has passed, if the errors relate to a lack of full disclosure.

Kubu Ltd unwilling to correct the errors

Specific actions

Tell George that your firm may need to resign as Kubu Ltd is putting your firm’s adherence to
the

fundamental principles at risk/ this is now willful default.

Tell George the importance of disclosing the errors to BURS and paying the right tax.

Tell George that the consequences of non-disclosure will attract penalty of 100% tax which
BURS will have lost by the understatement of taxable income.

If you resign tell BURS of resignation without stating reasons.

Contact your DCEC as the willful default might be regarded as tax evasion and considered to
be money laundering

Document all discussions with the client.

Total Marks :7
Question 2
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a. The following are the conditions to be met for input VAT to be claimed by the business:
1 The input VAT should have been incurred to make a taxable supply.
2 The trader making the claim should have been registered for VAT at the time the
input
VAT was incurred.
3 The input VAT should have been incurred for business purposes.
The input VAT should be supported by evidence. i.e. the tax invoice showing the
amount of input VAT paid.
6 The input VAT should be recoverable
(1 mark for each — 3 marks)
b. Computation of VAT payable for the month of April 2025:

Output VAT:
P
Exempt supplies 0 0.5
Zero-rated supplies 0 0.5
Standard rated supplies P2,780,000 x 14% 389,200 1
Disposal of motor car 0 1
389,200
Input VAT:
P
Standard rated purchases for taxable supplies P856,000 x 14% 119,840 1
Standard rated purchases for exempt supplies 0 1
Zero-rated purchases 0 0.5
Exempt purchases 0 0.5
Delivery van — (P460,000 x 14%) x 84% 54,096 1
Operational overheads — (P170,000 x 14%) x 84% 19,992 1
Entertaining customers 0 1
Staff meals & refreshments 0 1
Petrol for company cars — zero-rated 0 1
193,928
VAT payable — P389,200 — P193,928 = P195,272 1
12
Question 3.1
P P P

1. Disposal of the factory:
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Deemed sales proceeds

Cost 1,170,000

Legal fees at 3%
Transfer duty

Un-indexed gain

Indexation allowance

(June 2016 — June 2024)

P1,253,600 x (2524.8 — 1741.5)/1741.5

Chargeable gain
Disposal of workshop
Sales proceeds

Less: legal fees at 2.5%
Less: Cost

Un-indexed gain
Indexation allowance
(Aug 2010 — June 2024)

P1,124,000 x (2524.8 —1290.6)/1290.6

Allowable loss

2,230,000

(1,253,600)

976,400

(563,850)

2,115,000
(52,875)

2,062,125
(1,124,000)

938,125

(1,074,881)

412,550

(136,756)
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2.

Sale of shares in Phokoje Ltd:

Sales proceeds

Less transaction costs at 1%

Less: Cost P72,000 x 3,000/4,000

Un-indexed gain
Less: moveable allowance at 25%

Chargeable gain
Cryptocurrency
Sales proceeds
Less: allowable cost

Allowable loss

Total net chargeable gains

225,000
(2,250)
222,750
(54,000)
168,750
(42,188)

90,000
(120,000)

Calculation of total tax liabilities for the tax year 2023/24:

On taxable income of P340,000:
First P156,000
Next P184,000 at 25%

On net chargeable gains of P372,356:

First P156,000
Next P216,356 at 25%

Total tax liabilities

1
126,562
(30,000) 1
372,356 1

p
59,050 1
67,739 1
126,789 1
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Question 3.2

Calculation of chargeable capital transfers arising on the death of Dineo:

Helena — Daughter
Home in Gaborone — exempt

Bizo — Brother
Home in Mogoditshane
Less allowable deduction

Chargeable transfer

Segomotso — Sister
Personal possessions — exempt

Shares in Tau Ltd:

Market value 100,000 x P2.30
Less: allowable deduction (W)
Chargeable transfer
Registered Heart Foundation
Cash

Less: allowable deduction

Chargeable transfer

Working — allowable deduction

P

Home in Mogoditshane 1,800,000 x 100,000/2,230,000

Shares in Tau Ltd 230,000 x 100,000/2,230,000

Cash 200,000 x 100,000/2,230,000
2,230,000

1,800,000
(80,717)

230,000
(10,314)

200,000
(8,969)
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Question 4

a.

Calculation of capital allowances on buildings:

Industrial buildings:

Staff Factory Total

Canteen building
P P P
Cost 1,800,000 4,600,000 6,400,000
Initial allowance at 25% 450,000 1,150,000 1,600,000
Annual allowance at 2.5% 45,000 115,000 160,000
Total IBAs 1,760,000

Commercial buildings allowances:

Show Admin Total

Room offices
P P P
Cost 2,200,000 2,600,000 4,800,000
Annual allowance at 2.5% 55,000 65,000 120,000
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Capital allowances on plant and machinery:

P
Scania Delivery Truck

Cost 690,000
Less: allowances granted

(P690,000 x 25% x 3 years) (517,500)
ITV b/f 172,500
Sales proceeds (710,000)

Balancing charge

Office equipment
P464,000 x 15%

General Plant & Equipment
P1,290,000 x 15%

Toyota Landcruiser-LC300 VX SUV
P175,000 x 25%

New Manufacturing Equipment
P522,000 x 25%

Total Capital allowances on P&M

Allowances
P

(537,500)

69,600

193,500

43,750

130,500
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b. Calculation of the final taxable business income for the year ended 31 December 2024:

P P
Accounting loss for the year (2,400,800) 0.5
Add:
Legal fees-collection of loans from ex-employees 67,000 1
Legal fees for the acquisition of land 52,700 1
Donation to a political party 100,000 1
Donation of food & clothing 80,000 1
Loans to former employees written off 660,000 1
Provisional income tax paid during the year 1,200,000 1
Depreciation charges 7,686,000 0.5
Balance charge 537,500

---------------- 10,383,200

7,983,200

Less:
Decrease in general allowance for receivables 142,000 1
Loans previously written off recovered 298,000 1
Profit on disposal of Scania Delivery truck 227,000 1
Fines for non-compliance with health & safety 37,000 1
Local dividends 1,360,000 1
Industrial buildings allowances 1,760,000 1
Commercial buildings allowances 120,000 1
Capital allowances on plant & machinery {437,350) 1

———————————————— (4,381,350)
Taxable income 3,601,850 15

c. Computation of income tax payable by Bokaa Ltd for the year ended 31 December 2024

P
Tax liability — P3,601,850 x 22% 792,407 1
Less: provisional income tax paid (1,200,000) 1
Tax refundable 407,593 2

Total marks: 27

Question 5.1
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a. Calculation of the partnership’s tax adjusted business income for year ended 31
December 2024:

P P
Net profit for the year 1,689,400 1
Add:
Boipelo’s daughter’s excess salary (120K — 90K) 30,000 1
Partners’ salaries 494,000 1
Initial repairs on photocopier 24,000 1
Partners’ motoring expenses:
e \Warona —P45,000 x 20% 9,000 1
e Boipelo—P20,000 x 25% 5,000 1
e Gorota—P17,000 x 30% 5,100 1
Depreciation 122,500 1
Utility bills for partners’ residence 88,000 1
Goods for personal use — P130,000 x 20/80 32,500 2

------------- 810,100

Taxable business income 2,499,500 11

b. Calculation of the taxable income for each partner for the year ended 31 December 2024:
Total Warona Boipelo Gorata
P P P P
Taxable income for 8 months
(1/12/24 —31/8/24)
P2,499,500 x 8/12 1,666,333

Salaries (360,000) 140,000 120,000 100,000 1.5
1,306,333
Share of income 5:2:1(1,306,333) 816,458 326,583 163,292 1.5
0 954,458 446,583 263,292

Taxable income for 4 months

P2,499,500 x 4/12 833,167
Salaries (134,000) 72,000 62,000 0 1
699,167
Share of income 3:2  (699,167) 419,500 279,667 0 1
0 491,500 341,667 0 1
Question 5.2

a. Calculation of employment income for Marang for tax year 2023/24:

P
Basic annual salary 468,000 1
Accommodation benefit — P450,000 x 10% 45,000 1
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Car benefit:

First P200,000 10,000
Next P280,000 x 15% 42,000

52,000
Less: Fuel Cost Adjustment (5,000)
Less:

Subscriptions to recognised professional body

Contributions to approved pension fund - lower of:

e P468,000 x 20% 93,600
e P560,000 x 15% 84,000
Capital allowances on laptop:

P50,000 x 25% x 90%

Taxable employment income

Calculation of tax liability:
First P156,000
Next P303,930 x 25%

560,000

(4,820)
(84,000)

13,050.00
75,982.50

Total Marks: 28
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