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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 P156,000 P15,450 + 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 P156,000 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%

Basis of valuation of benefits

Individuals’ vehicle benefit

Vehicle cost Employee benefit Fuel cost
adjustment
P1 - P50000 P2 500 P1 000
P50001 - 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
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 + )" ] 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)



COST OF LIVING INDEX — JULY 1982 to FEB 2025

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

12000

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

779.2

781.7

783.8

789.4

801.5

813.2

821.2

834.8

842.3

857.1

859.7

863.1

877.4

884.0

891.5

901.4

909.6

915.0

918.6

924.2

930.8

936.4

935.4

936.4

005
006

007

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

11934

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

12011

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

12013

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

2440.0

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

2519.1

2522.9

2526.6

2528.5

2025

2539.8

2547.3




Question 1

Assume the date is 10 June 2025.

You are an BICA Chartered Accountant, working in practice as a tax adviser. Tapiwa Moremi

and Moremi Pty Ltd are tax clients of your firm. Tapiwa is 39 years old, unmarried and has
one child named Tapo.

Background information

Tapiwa owns 100% of the ordinary share capital of Moremi Ltd. Moremi Pty Ltd is a
Botswana-registered company, providing digital consultancy services to start-up businesses.
Moremi Pty Ltd prepares accounts to 31 August and is registered for VAT.

Moremi Pty Ltd was incorporated in December 2016 and Tapiwa subscribed P100,000 for
100% of the company’s share capital. Tapiwa is a higher rate taxpayer but he did not make
any capital disposals during the year apart from those mentioned below.

Moremi Pty Ltd, a successful company in a growing market with a portfolio of loyal clients, is
attractive to potential purchasers.

Offers to buy Moremi Pty Ltd

Two potential unconnected buyers have made offers to buy Moremi Pty Ltd. Any potential
purchase will be finalised in July 2025. Tapiwa is willing to sell Moremi Pty Ltd, but needs tax
advice to help her decide which offer to accept. Tapiwa has asked for a meeting with you
and has sent you an email which provides initial information on the two offers received

(Exhibit 1)

The taxable total profits of Moremi Pty Ltd, for the year ending 31 August 2025, are
estimated at P12 million. This figure ignores any impact arising from the sale of the
company.

Moremi House

Tapiwa also owns Moremi House, an office building, two-thirds of which is let to Moremi Pty
Ltd. Details of Moremi House, taken from the client’s electronic file, are set out in Exhibit 2.



Neither of the potential buyers for Moremi Pty Ltd is interested in occupying the offices in
Moremi

House. Therefore, from 1 August 2025 onwards, two-thirds of Moremi House will stand
empty.

Tapiwa plans to sell Moremi House to a business associate for P2,000,000 in November
2025. The purchaser will then occupy the whole building for the purposes of their own
business.

Moremi’s capital transfer tax (CTT) position

Moremi called you last week to enquire about the impact of CTT as a result of selling
Moremi Ltd and Moremi House. The details of the enquiry are set out in Exhibit 3.

Requirements

Prepare notes for your meeting with Tapiwa in which you:

1. Calculate and explain the tax consequences for Tapiwa of each of the two, alternative,

offers
received for the sale of Moremi Pty Ltd. Make a recommendation about which offer
Tapiwa should accept to minimise her tax liability on disposal. Consider any beneficial
claims or reliefs available to mitigate the tax payable (Exhibit 1).

2. Advise Tapiwa of the tax consequences arising from the potential sale of Moremi House

November 2025 (Exhibit 2).

3. Respond to Tapiwa’s questions about capital transfer tax planning (Exhibit 3).
You should also identify any additional information you may need to finalise your tax
advice.

Total: 40 marks



Exhibit 1: Email from Tapiwa Moremi

Subject: Details of the two alternative offers received for the purchase of Moremi Pty Ltd

Offer 1 — Loapi Pty Ltd

Loapi Pty Ltd has offered to buy the trade and assets of Moremi Ltd, but does not want to
buy the

share capital of the company.

Loapi Pty Ltd has offered to pay P7,000,000 for the trade and assets of Moremi Pty Ltd,
allocated as follows:

Asset Note Estimated market value in  Original
July 2025 cost
P’000 P’000
Plant and machinery 1 850 1,700
Copyright 2 450 800
Goodwill 3,000 Nil
4,300 2,500

Notes:

1. The original cost of the plant and machinery is made up of following:

Date of purchase Narration Est. MV Cost
P’000 P’000

5/8/2022 Motor car for Moremi 300 500
12/12/2022 Software packages 100 300
15/1/2023 Computers 150 400
18/2/2023 Two pool vans 300 500
850 1700

2. The copyright relates to a client-handling computer program, which was purchased in

July 2018.
If Offer 1 is accepted, | will arrange for the liquidation of Moremi Pty Ltd, in July 2025. |
intend to extract the sale proceeds from the company via a dividend. The taxable profit for
the year is represented by non-cash assets.



Offer 2 — Ngwedi Pty Ltd
Ngwedi Pty Ltd has offered to buy 100% of the share capital of Moremi Ltd for P4,300,000.

Exhibit 2: Electronic file note — Details of Moremi House

Tapiwa bought Moremi House as a new building, from the developer, for P2,500,000
(exclusive of VAT) in November 2021. Two-thirds of the building has been let to Moremi Ltd
since

purchase. The remaining one-third of the building is let to an unconnected tenant, who
carries on an exempt trade for VAT purposes. Moremi Pty Ltd pays Tapiwa a rent of
P175,000 pa exclusive of VAT, which is below the market rate. The other tenant pays Tapiwa
a market rent of P130,000 per annum , exclusive of VAT. The unconnected tenant will
remain as a tenant until the building is sold in November 2025 (estimated NCOLI for
November 2025 is 2583.9).

Tapiwa registered for VAT in respect of the business of letting Moremi House to tenants in
November 2021.

Exhibit 3: Note of telephone conversation with Tapiwa Moremi concerning Capital

Transfer Tax (CTT)

Tapiwa rang the office asking for some CTT advice. She stated:

‘I made a “Will” a few years ago and at the time you told me not to worry about capital
transfer tax.

| don’t recall why? Will my capital transfer tax position change now that | am selling Moremi
Pty Ltd and Moremi House?

‘Can you recommend any tax planning measures | could undertake to reduce my future
capital transfer tax liabilities?

‘My plan is to share my estate among my daughter, Tapo, and my nephew and niece, who
are 10 and 12, respectively.” My daughter would inherit 50% and the other 50% would be
shared equally between my nephew and niece.



Question 2

Assume the date is 10 June 2025.

You work in practice for a firm of BICA Chartered Accountants. Kitso and Nono Kaelo have
approached your firm for advice on starting a new business venture together. Your firm has
completed the required new client procedures and you have arranged to meet Kitso and
Nono

next week to discuss the tax implications of starting their new business.

Kitso and Nono are married, aged 35 and 37, respectively. They have no children.

Kitso is a food enthusiast and has developed his own range of vegan baked goods, using
only natural ingredients. He has been baking and selling his products to local customers
over recent years from his own home and has acquired an extensive customer base. He
has been approached by a large coffee shop chain, who would like him to supply it with his
baked goods, so he has decided to expand his business.

Kitso and Nono intend to run the newly expanded business together, either through a
partnership or company. They want to understand the tax implications of both alternatives.
The new business venture is expected to commence on 1 July 2025, and will prepare
accounts each year to 30 June. Further details are provided in a file note in Exhibit 1.

Kitso has no other income besides that which is expected from the business.

Nono works part time and earns P216,000 per annum as employment income. She also
receives

rental income from her newly constructed flats each year. In 2024/25, her gross rental
income totalled P480,000 and the annual expenses averaged P72,000 which were wages for
the two caretakers.

You have also received a separate email from Nono, requesting your advice about the
respective shares in the business (Exhibit 2).
Requirements

1. Prepare a report for Kitso and Nono advising them of the tax implications of operating
their

business as either:

(a) a partnership; or,

(b) alimited company.

Include an explanation of how profits should be extracted in the most tax efficient
manner

and show the net after tax cash position of Kitso and Nono in each case. Your answer

should also include the VAT implications for the two options.
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2. Prepare an electronic file note setting out details of the ethical issues raised by the email
from Nono (Exhibit 2) and any action you should take.
Total: 35 marks

Exhibit 1: File note
Details of Kitso and Nono’s new business venture
Expected annual profits for the year ended 30 June 2026 are as follows:

P
Sales revenue 3,600,000
Cost of sales (1,320,000)
Gross profit 2,280,000
Staff wages (Note 1) (720,000)
Rent (Note 2) (300,000)
Delivery costs (144,000)
Net profit 1,116,000

Notes:

1. Kitso and Nono will employ three kitchen staff who will be paid an annual salary of

P240,000
each.

2. Kitso has signed a rental agreement on a business premises, where production will take
place. After paying initial costs of P600,000 to fit kitchen equipment and fixtures, rent
will be P300,000 per annum for five years.

3. Kitso has so far used her own personal funds to develop her business, but the business
will need to obtain finance to expand. A commercial bank has agreed to lend the
business P2,400,000, at an interest rate of 8% per annum. The loan is repayable over 5
years. After 12 months, the capital balance will be P1,993,344. The monthly instalments
will be P48,663. The loan implications have not been reflected in the expected annual
profits.

4. Kitso and Nono have initially suggested that their work in the business will be split 60:40.
They also draw salaries on a monthly basis that will give the lowest possible tax liabilities.
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Exhibit 2: Email from Nono

Hi there,

| was chatting to a friend of mine last night. He was telling me that if Kitso and | set up the
business through a partnership, we could manipulate the partnership agreement each year
to

ensure that profits are allocated between us in the most tax efficient way, even though our
work patterns in the partnership are not likely to change.

This would be good tax planning for us, because | receive income from investments each tax
year, which can fluctuate from one year to the next. It would be good to be able to change
the

agreement so that, when my investment income is high, Kitso gets most of the profit share,

SO

| don’t need to pay tax at higher rates.
Is this allowed?

Many thanks,

Nono

12



Question 3

Assume the date is 10 June 2025.

You are the in-house tax manager for Bateng Pty Ltd. Bateng Pty Ltd is a Botswana-
registered trading company, manufacturing ceramic products. Bateng Pty Ltd prepares
accounts to 31 March annually.

Bateng Pty Ltd’s products are sold in Botswana and internationally. In Botswana, Bateng Pty
Ltd sells directly to consumers through its website. International sales are made through a
network of local agents. The largest international market for Bateng Pty Ltd’s textiles is a
country called Wahanda.

The finance director is in the process of concluding the tax computations for the year ended
31 March 2025. However, there are some issues that she is uncertain about and has
requested for your assistance in order to conclude the final taxable income. The details are
provided in Exhibit 1.

Bateng Pty Ltd’s sales director is considering the company’s strategy for sales in Wahanda
and

has drafted a report for the board of directors. Extracts from the report are in the Exhibit 2.
With effect from 1 October 2025, sales of Bateng Pty Ltd’s products in Wahanda will cease
to be made by local agents and will, instead, be made using one of three alternative sales
approaches

laid out in the Exhibit 2. Bateng Pty Ltd intends to extract all the available profits from
Wahanda.

Requirements
1. Calculate the final taxable income and the tax payable for Wahanda Ltd for the year
ended 31 March 2025 based on the information in Exhibit 1.

2. Explain the tax consequences of each of the three alternative sales approaches for the
Wahandan market and calculate the estimated company tax liabilities in Botswana of
each approach (Exhibit 2).

2. Recommend which of the three alternative sales approaches Bateng Pty Ltd should
adopt.

Note: Ignore the impact of exchange differences on international transactions.
Total: 25 marks
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Exhibit 1: Conclusion of the final taxable income

The accounting profit for Wahanda Ltd for the year ended 31 March 2025 was summarized
as follows:

Note P
Gross profit 15,660,000
Add: bank deposit interest income (gross) 85,000
Local dividends (gross) 125,000
Foreign dividend (gross) 1 200,000

Gain on disposal of immoveable property 2 600,000
16,670,000
Less: operating expenses 3 (7,428,000)
Net profit 9,242,000

Notes:
1. The withholding tax deducted at source on the foreign dividend was 20% in the foreign

country.

2. The company had appropriately claimed holdover relief of P560,000 on the disposal of
an immoveable property in August 2018. The reinvestment immoveable property was
disposed of in January 2025 and generated a chargeable gain of P314,000.

3. The operating expenses included the following:

a. Depreciation of non-current assets
P1,100,000
b. Amortisation of intangible assets
P233,400
c. Interest on loans used for business purposes
P4,800,000
d. Gratuities for directors
P1,648,4000

4. Capital allowances for the year were correctly calculated as P1,880,000.
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Exhibit 2: Extract from the sales director’s report
Alternative sales approaches for the Wahandan market

In Wahanda, which is our largest overseas market, our products are currently sold through a
network of local agents. Agents buy textiles from Bateng Pty Ltd at a discount of 40% on
Botswana retail prices and then sell them in Wahanda at the Botswana retail price.

The three alternative sales approaches below will replace the current arrangements from 1
October 2025.

It is expected that profits in Wahanda will amount to P4 million pa if selling through local
agents ceased and one of the approaches below was used:

Three alternative approaches to selling Bateng Pty Ltd’s products in the Wahandan market
from 1 October 2025:

1. Sell directly to Wahandan customers through the Bateng Pty Ltd Botswana website.
e Direct sales will be made by Bateng Pty Ltd at Botswana retail prices.
e Goods will all be despatched from our Botswana-based warehouse.
2. Sell directly to Wahandan customers through the Bateng Pty Ltd Botswana website but
fulfil the
orders from a warehouse in Wahanda.
e Bateng Pty Ltd will set up a warehouse in Wahanda to store and despatch all
products sold
to Wahandan customers.
e Therent for the warehouse will be P72,000.
3. Incorporate a subsidiary company in Wahanda, Tanka Ltd.
e Sales to Wahandan customers will be made by Tanka Ltd, in Wahanda, through a
separate Wahandan website.
e Goods will be sold to Tanka Ltd by Bateng Pty Ltd at trade prices and stored in Tanka
Ltd’s warehouse in Wahanda.
e Tanka’s profits will be paid to Bateng Pty Ltd as dividends.
e Tanka will borrow P600,000 at a market interest rate of 10% pa to pay for
equipment In
the company’s offices in Wahanda.
e Adecision has not been made about whether Tanka Pty Ltd will be managed from
Botswana head office of Bateng Pty Ltd or managed locally in Wahanda.
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Information about the Wahandan tax system:

e Wahanda does not have a double tax treaty with Botswana.

e The company tax rate in Wahanda is 15% of profits subject to company tax, which
are calculated in a similar way to Botswana.

e The withholding tax on dividends is 5%.
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