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Introduction screen

Taxation - Lesotho (TX - LSO) Sample Questions - September 2020

Think Ahead

Introduction
This practice exam indicates how the live exam will be structured and assessed, and the likely style and range of questions that could be asked
You should use the practice exam to become familiar with the question types and the features and functionality contained within the live exam

The practice exam is reflective of the live exam experience but has some differences:

The live exam will be timed, however there is no time limit in this exam

if you want to sit this exam in exam style conditions you should answer the questicns presented within the time allowed for your live exam

Once you have started this exam you are able to leave at any time by closing the browser window. When you return, anything you have entered into the response options will be saved and you can continue sitting the exam

In the live exam your answers to the constructed response questions will be expert-marked. At the end of this exam, all objective test questions (OTs) be auto-marked however you should use the solution material provided to assess your performance in the
constructed response questions.

“You will be able to access solution material at the end of this exam when using the Self-Marking resources which include a Marking Guide and/or Sample Answer for each guestion. If you wish to access these without completing the guestions, click on

[+ End Exam 0n the ltem Review Screen and navigate to the Marking tab on the Dashboard to Self-Mark.

Next —




Instruction screens

Taxation - Lesotho (TX - LSO) Sample Questions - September 2020

Instructions (1 of 4)

The instructions displayed below are representative of those displayed in the live exam. Where there are differences between this exam and the live exam these are explained.
General Instructions

- In this exam, the instruction screens are not timed however in the live exam they will be available for a maximum of 10 minutes prior to the exam starting
= Inthe live exam, the stated exam time will automatically start once the 10 minute period has passed (or earlier if you choose to start the exam within the 10 minute period).
« A copy of the insfruction screens can be accessed at any time during the exam by selecting the Help button provided.

Answering and Navigating

« Please read each question carefully

« The question number you are viewing is displayed in the top display bar. You can hide or restore this display by selecting T3

« You can navigate between screens by selecting Next—> or € Previous , or by clicking on a question number from the Navigator or ltem Review screens

« Awarning message will display to remind you that you cannot navigate away from a question if you have not viewed all of the question content. Ensure that you use all scrollbars and/or open any on-screen exhibits before navigating from each question
« Some questions have the scenario and answer area divided by either a horizontal or vertical splitter bar. You can move this splitter bar to see more or less of the scenario or answer area.

« Please ensure you provide an answer for all elements of each gquestion.

« You can revisit questions and change your answers at any time during the exam

Flag for Review

« If you wish to revisit/review a question later in the exam, click & Flag for Review
« Click the button again if you no longer wish to revisit/review the guestion later in the exam.

& Previous Next—>




Instruction screens (continued)

Taxation - Lesotho (TX - LSO) Sample Questions - September 2020

Instructions (2 of 4)

Help
« Click the Help button provided to access:

« A copy of these exam instructions.
« Help and guidance on constructed response questions. (in the constructed response section of the exam only)
- Formulae sheetsitax tables if your exam requires these. Note that the name of the Help button will indicate if formulae sheets/tax tables are available i.e. () Help. (2 Help/Formulae Sheet O (3) HelpiTax Tables

Calculator

« You have the option to use the on-screen standard or scientific calculators by selecting Calculator
- Note that in the live exam you are also permitted fo use your own calculator providing it does not have the facility to store or display text

Highlight and Strikethrough

- You can highlight key phrases or figures in the question scenario by selecting D ~ Highlight
« You can strikethrough text in the question scenario by selecting ¢ Strikethrough
« Highlighted and strikethrough text will be displayed on all questions relating to the scenario.

Workings/Scratch Pad

« You may use an on-screen Scratch Pad to make notes/workings by selecting & Scratch Pad
- The Scratch Pad retains all notes/workings entered for all questions and these are available for the duration of the exam. They will not be submitted for marking after your live exam
« You will also be provided with paper for notes/workings for your live exam, should you prefer to use it. This will not be submitted for marking. [t will be collected at the end of the exam and must not be removed from the exam room
« Important:
= The notes/workings entered onto the Scratch Pad or your workings paper during the live exam will not be marked
< If you want the marker to see any notes/workings for questions in the constructed response section of the live exam you must show them within the answer areas

& Previous Next—




Instruction screens (continued)
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Instructions (3 of 4)

Copy and Paste

« You can copy and paste from the Scratch Pad or question scenario into your answers in the constructed response section of the exam by using the Ctrl-C (Copy) and Ctrl-V (Paste) shortcuts Note: When pasting into a spreadsheet in the live exam you must

double-click the cell or paste directly into the formula bar In this exam you can also paste into the spreadsheet by selecting the cell
Symbol
- You can add a selection of currency symbels to your answers in the constructed response section of the exam by selecting § Symbol on the top toolbar.

Navigator Screen

« The Navigator screen can be accessed at any time during the exam by selecting
- This screen allows you to jump to any question number in the exam
- It also allows you to see the status of questions and whether they have been viewed, are complete or incomplete, or have been flagged for review.

avigator

Close All

= You can close each window (eg Calculator or Scratch Pad) individually or you can close multiple windows by selecting = ciose an 0n the top toolbar.

Reviewing the Exam

« You can review your exam once you have attempted any, or all, of the questions.
« To do this

= Navigate to the last question in the exam.

o Click Next—>
- This takes you to the Item Review screen

& Previous Next —




Instruction screens (continued)
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Instructions (4 of 4)

Item Review Screen
« This screen gives you an opportunity to see the flag and completion status of all questions before you exit the exam.

« You can select individual questions you wish to revisit, or quickly access groups of questions from the item Review screen
« During the item review period Navigator is not available however you can navigate to questions by selecting Next— | € Previous O - Review Screen
= When reviewing questions you can change your answer and click -+ Review Screen 10 view any updated status on the Item Review screen

Ending the Exam

« Once you have completed your item review and wish to finally end the exam click & End Exam
« Once you end the exam, you cannot revisit any questions

Select Next to move to the Exam Summary screen

€ Previous Next—




Exam summary screen
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Time allowed: This sample exam is not timed.

This exam is divided into two sections:

Section A

« 15 objective test (OT) questions, each worth 2 marks
+ 30 marks in total.

Section B

« Six constructed response questions that may contain a scenario which relates to one or more requirement(s).
« Each constructed response question is worth 10 or 15 marks in total
« 70 marks in total

All questions are compulsory.

Select Next to start your exam

& Previous Next—




Sample exam questions

Section A —summary screen

Taxation - Lesotho (TX - LSO) Sample Questions - September 2020

Section A

This section of the exam contains 15 objective test (OT) questi

)

Each question is worth 2 marks and is compulsory.
This exam section is worth 30 marks in total.

Important:

1. Calculations and workings need only be made to the nearest whole unit of currency, unless instructed otherwise.

2 All apportionments should be made to the nearest month

Select Next to continue.

P Flag for Review

Navigator Next —>




Section A - questions

h-ﬁ-.umm.ms*om.wm
C1of30
S Symbol [_] v Highlight F oh B C & Scratch Pad = Close All P Flag for Review
Which external body can a taxpayer appeal to in order to lodge an object gainst an which has been raised by the Lesotho Revenue Authority?

T} The Cour of Appeal
O The High Court of Lesothe
O The Pariament of Lesotho

O The Lesotho Revenue Tribunal

)00 for a three-year project confracted with the Lesotho government Wendy has no ofher aciiviies in Lesotho Wendy's

Wendy Construction Ltd (Wendy) is a South Afncan company operating in Lesotho, which has realised an overall contract loss of M120
chargeable income from the project. calculated on the basis of completion over the three-year penod. 1s given as follows

Year 1 Year2 Year3
M M M

Chargeable income 125000 110000 75000

What is the maximum allowable loss claim that Wendy Construction Ltd is able to make inst the previ y i d chargeable income for years 1, 2 and 3?
O M110,000
O M120000
O M75.000

C ™Mo

Keta who i1s employed as a researcher, was prowded with a loan of M30 000 by his empioyer on 1 April 2019 which is repayabie in full on 1 Apnl 2020 The annual mterest rate was 5% Keta used the loan as follows

- M14 000 for payment of school fees for his children

- M16,000 for atiending a conference to present a research paper Keta had to fund himself because he had exnausted his annual aliowance for conferences provided by his empioyer
The nterest rate for Central Bank of Lesotho averaged 21% throughout the year

What is the taxable value of loan fringe benefit in respect of the loan provided to Keta for the year ended 31 March 2020?

o M3857

D 270

) 11260

) M1.240




Section A — questions (continued)

Naleli Properties s a local vendor for value added tax (VAT) purposes and whose core busmess is renfing commercial properties to vanous tenants. Dunng the month of March 2020 all the rental properbes were painted at a fotal cost of M42 £00. The monthiy rental

income received by Nalell Properties amounied to M30 000 M40 500 of thes rental income was received from 2 manufacturing business. The remamning M49 500 was from vanous retalers Al amounts are inclusive of VAT at the rate of 15% where appropriate
What is the input value added tax (VAT) claimable by Naleli Properties for the month of March 2020?

M5.530

M2.433

M3.042

O M3438

Moli s a resident individual who s employed in South Africa. Her annual salary which was taxed in South Africa amounts 1o M240 800. In addition. Moli has the following sources of income derived within Lesotho
- M78 000 annual payment for mantenance and support of children by her former spouse
- M35 000 for rentals m respect of commercial premises whech are rented out
What is the annual chargeable income for Moli?
O M318.600
O M144 000
O M384 600

O 55,000

Which of the following statements describe the progressive nature of direct taxes?

(1) They are based on the ability fo pay principle

(2) The tax rate increases in stages

(3) The tax burden is greater on lower income earners than on hugher eamers
{4) The tax burden cannot be shifted to the next person in a supply chan

10



Section A — questions (continued)

How much deemed consideration should Pampiri include when calculating if he has any chargeable gains on the transfer of the land to his sons?

MES 000

MO

MS53 000

45000

Pampn is a resident individual who runs a property development business. In 2010, he purchased fand for M45 000. He spent some money on cieaning the land in preparation for buildng new offices for hes business. However, n September 2019, he decded to give
it to his two sons because the locafion was no longer suitable for his busness On the date of the transfer of the land to his sons, the adjusted cost base of the land was M55 000 and the open market value was M3 500

1
)
(3)
4)

Which of the following are of tax avoid: ?

Operating as a company rather than as a sole trader m order to reduce tax liabilibes

Owerstating aliowable expenses

Ungerstating deciared income

Legibtmately claiming deductions allowed by the tax provisions in crcumstances not mtended by the Government

O

(

)

TLC Limited uses a substtuted accounting peniod ending 31 October each year

When is the due date for TLC Limited’s first income tax instaiment for the year ended 31 October 2019?

31 July 2020
30 Apnil 2019
30 April 2020

31 July 2013

11




Section A — questions (continued)

The Lesotho Revenue Authority charged Lerato Beauties Pty Lid additonal tax for deliberate understatement of its chargeable income by M58 000, i respect of the year ended 31 March 2020
What is the additional tax payable by Lerato Beauties Pty Ltd for the year ended 31 March 20207

O M58.000

O M14.500

O M43.500

Z M22.000

Khotsc aged 65, 1s enttled to terminal benefits of M1,250 000, in total, upon his retrement on 30 Apnl 2020. The total employment income received by Knotso for the penod of his empioyment, excluding the terminal benefits was M4 400 000
What is the tax payable by Khotso (if any) on his retirement benefits?

37,500

M0

M312 500

250,000

Mpho. a resident indwidual, 1s an employee of TDC Lid. a taxable empiloyer. Mpho's annual salary s M280,000 For the year ended 31 March 2020 Mpho coniributed M14 000 to the employer superannuation fund Her employer. TDC Lid contributed M46,000 on
her behalf

What is the i of sup jation fund contributi for which TDC Ltd may claim as a deduction in respect of the contributions made on behalf of Mpho?
O M46.000
Z M56.000
T M42.000

C M28.000




Section A — questions (continued)

247

Matau passed away in October 2017. Her estate was placed in the custody of an admenistrator until January 2022 when her son, the sole beneficary, will be eigible to inhent
The chargeable mcome of Matau's estate for the year ended 31 March 2020 was M270,500
What is the tax payable on Matau’s estate for the year ended 31 March 2020?

O 57825

O 181,150

O Mo

Lesia, a resident indvidual submitted his self-assessment retum for the year ended 31 March 2020, which shows the following sources of income

M
Employment mcome 204 800
Business income Lesotho source 190 800
Business income Foreign source (35,000) Loss
Property ncome {4,400) Loss

What is the total chargeable income of Lesia for the year of assessment ended 31 March 20207

O M335.600
4350,600
O M356,200

313,200

For any year of assessment, employers are obiged to file fringe benefits tax retums on a quarterly basis
When is the due date for the third guarter fringe benefits tax returns for a company that uses a substituted accounting period which ended on 31 December 20197

O 30 September 2019
O 14 July 2019
30 June 2018

o 14 January 2020

13




Section B —summary screen

Taxation - Lesotho (TX - LSO) Sample Questions - September 2020

P Flag for Review
Section B

This section of the exam contains six constructed response questions.

Each question may contain a scenario which relates to ene or more requirement(s) which may be split over multiple question screens
Each question is worth 10 or 15 marks and is compulsory.
This exam section is worth 70 marks in total

Important:

1. Calculations and workings need only be made to the nearest whole unit of currency, unless instructed otherwise
2. All apportionments should be made to the nearest month.
3. In your live exam you must:

ided for a different question will not be marked
- Show all notes/workings that you want the marker to see within the response area provided for the question. Remember, any notes/workings made on the Scratch Pad or on your workings paper will not be marked

Select Next to continue

& Previous 555 Navigator Next—

14



Section B — questions

Scenario 1

Taxation - Lesotho (TX - LSO) Sample Questions - September 2020
$ Symbol [ ] v Highlight F Strikethrough [&] Calculator & Scratch Pad

The following scenario relates to three requirements.

Teddy Spares (Teddy) trades in Berea district, and is the only Lesotho branch of Big Ted Machine Spares Ltd

(BTMSL), which is incorporated in Botswana. All management decisions about BTMSL are taken in Botswana
BTMSL has many large outlets throughout southern Africa

The financial statements of the Teddy branch for the year ended 31 March 2020 showed a profit before tax of
M360,000

This profit amount is after taking account of the following items:
- Dividends of M48,600 received from Moses Ltd, a Lesotho resident company

- An annuity payment of M65,000 payable to the dependents of a former employee.

Additional information

(1) The financial records of Teddy revealed that interest received from a bank in Botswana amounting
to M25,700 (gross) was omitted in the calculation of the profit before tax of M360,000

(2) Teddy repatriates 30% of the branch profit after tax to its head office at BTMSL in Botswana

@ Help/Tax Tables

Note: See page 28 for example view of full CBE constructed response workspace

15




Section B — questions (continued)

Requirements for Scenario 1

(a) State the tests which are used to determine whether a pany is resident in L tho for tax purposes.
(3 marks)
DO @ ScQBI YS X L
Parageph v B Y = E E E Z = € =
(b) Explain the basis on which Teddy Spares is liable to Lesotho income tax.
(2 marks)

D@ @O S| Q

I Y § X x* L

Paragraph v EH v =

iii
Il
]

(c) Calculate the Lesotho branch profits tax payable for the year ended 31 March 2020 on the profits repatriated by Teddy Spares to
its head office in Botswana.

(5 marks)
(10 marks)
Edit Format
% E < 100% v
fvie 7 u & 2E ==« %] ]
Al
A 8 C D E F G - I J K L M N o -
1 | =
2
3
4
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Note: See page 28 for example view of full CBE constructed response workspace



Section B — questions (continued)

Scenario 2

Taxation - Lesotho (TX - LSO) Sample Questions - September 2020

$ Symbol |:| ¥ Highlight -F Strikethrough [& Calculator & Scratch Pad

The following scenario relates to three requirements.

Johan, a German national, was appointed as the Chief Engineer of Highland Diamonds Ltd (HDL), which is a
Lesotho resident company, on 1 April 2019. Johan is treated as an expatriate in Lesotho for tax purposes. His
remuneration package is as follows

(1) Anannual salary of M375,000.

(2) Provision of a company motor car which is available for Johan to use for both business and private
purposes. The car cost HDL M520,000 when it was acquired in August 2018. The market value of the
motor car when it was provided to Johan was M489 000. Johan pays M1,500 on a monthly basis to HDL
for the use of the motor car

3

~

HDL has signed a two-year sub-lease to rent a fully furnished house for Johan. The monthly rental
payable by HDL amounts to M15,000

(4) HDL provides Johan with two domestic assistants. One works as a housekeeper and another is

amnlaovad ag a cacurity auard HNDI incure a total of MEA 000 ag thair annual ramunaratinon navahle ag
SMpPCYeC as a SeCUNy guarG. muL INCUrS & W01&: 07 Vio4 VULV S thell annua: remunerauen, payanie as

follows
M
Housekeeper 32,400
Security guard 21,600
54,000
@ Help/Tax Tables

Note: See page 28 for example view of full CBE constructed response workspace

17




Section B — questions (continued)

Requirements for Scenario 2

(a) Define an expatriate for tax purposes.
(2 marks)

D ¥x0 @ ©c QB I YSs X% x L

Paragraph v EHB VY = = =

(b) Calculate the annual fringe benefits tax (FBT) payable by Highland Diamonds Ltd in respect of the fringe benefits provided to
Johan for the year ended 31 March 2020.

Note: Identify by the use of a zero (0) any amounts which are exempt from fringe benefits tax

(6 marks)
Edit Format
ElIEE s - -
Nvie 7 u A 2 E =z 3 «|0]x]x][]
Al
A 8 C D E F G H 1 J 3 L M N o -
I

bW N e

(c) Highland Diamonds Ltd spent M45,000 on air tickets and other related transportation costs, in order to bring Johan to Lesotho
when he first started to work for the company. Explain the tax treatment of these costs, both for Highland Diamonds Ltd, and also

for Johan.
(2 marks)
(10 marks)
D XO@B S QB I YS Xx L
Paragaph v B Y = E = = EEE = =
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Note: See page 28 for example view of full CBE constructed response workspace



Section B — questions (continued)

Scenario 3

Taxation - Lesotho (TX - LSO) Sample Questions - September 2020

$ Symbol l:] ¥ Highlight -F Strikethrough || Calculator & Scratch Pad

The following scenario relates to three requirements.

Kamah, a vendor, runs a business buying and selling computers and related accessories. The following
information is available about Kamah's income and payments for the month of April 2020:

Notes M
Revenue
Sales Income ;| 110,000
Expenditure
Purchases of goods for resale 2 45,300
Rent paid to a local vendor 7,500
Electricity 6,400
Insurance premium 4200
Bank charges on overdraft 800
Accounting fees to a non-vendor 3,400
Communication bills 2,900
Refreshments for staff 750
71,250

All amounts are inclusive of value added tax (VAT) where appropriate

Notes

(1) The income includes M50,500 for the market value of the stock sold on deferred payment terms. The
amount of income due and received for these goods in April is M30,400

(2) Purchases include the following items
- M8,500 of faulty stock which has been returned to a supplier. The debit note has already been issued,
but the adjustment has not yet been recorded in Kamah's records
- M250 for a memory card that was given to one of the employees as a gift for being the best performer
of the month. The memory card would have been sold for M330.

(?) Help/Tax Tables

19
Note: See page 28 for example view of full CBE constructed response workspace



Section B — questions (continued)

Requirements for Scenario 3

(a) Calculate the value added tax (VAT) payable by Kamah for the tax period ended 30 April 2020.

Note: Indicate any items not resulting in output or input VAT by the use of a zero (0)

Note: See page 28 for example view of full CBE constructed response workspace

(7 marks)
Edit Format
Bl @ - -
e 7 v s s ez 3 A EEEE
Al
A B C D E F G - 1 J K L o -
" — .
2
3
4
(b) Explain the VAT rules governing the time of supply for goods sold on a deferred payment basis.
(1 mark)
DO @ ScQ|(BI YS X L
Paragaph v H Y = = =E E = = € =
(c) State any FOUR legal duties required of Kamah as a vendor for VAT purposes.
(2 marks)
(10 marks)
DO @B|© QB I YUS |Xx| L
Paragzph v B v = E E E Z = € =
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Section B — questions (continued)

Scenario 4

(1)

2

(3)

4)

)
6)

Taxation - Lesotho (TX - LSO) Sample Questions - September 2020

$ Symbol D ¥ Highlight F Strikethrough |2| Calculator &' Scratch Pad
The following scenario relates to one requirement.

Nala is a resident individual who owns various buildings for rental to tenants. He had the following transactions
relating to the disposal of some of his assets during the year ended 31 March 2020:

On 1 July 2019, Nala received insurance proceeds of M180,000 as a compensation for rented
buildings which were damaged by fire in April 2019. The adjusted cost base of the buildings (ACB)
on the date that the fire occurred was M145,000. Nala used M150,000 of the insurance proceeds to
reconstruct the damaged building.

He received M210,000 in October 2019 from the sale of 1,500 shares of the 5,000 held in a listed
resident company. Nala incurred legal costs amounting to M900 in respect of the sale. The 5,000
shares were originally purchased in March 1999 at a total cost of M190,000

During the year, he transferred a building with a market value of M405,000 to his former spouse as
part of their divorce settlement. The ACB of the building on the date of transfer amounted to
M375,000.

On 31 October 2019, Nala sold another rental building for M1,640,000. Nala had inherited the
building from his deceased father in July 2005. The market value of the building at the date of
transfer was M210,000. The building was renovated a number of times. In December 2010, Nala
spent a total of M350,000 on renovations by Nala. Included in this amount was M45 000 for sealing
a leaking roof. The remaining M305,000 was spent on extending the building. In September 2019,
Nala paved the entire compound at a total cost of M75,000.

Nala had a realised capital loss of M61,500 brought forward from the year ended 31 March 2019

When preparing his returns of rental income, Nala always makes sure that he claims all relevant
deductions against his income in the year that expenses were incurred

(?) Help/Tax Tables

Note: See page 28 for example view of full CBE constructed response workspace
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Section B — questions (continued)

Requirements for Scenario 4

Calculate the chargeable gains realised by Nala on disposal of his assets during the year ended 31 March 2020. Give brief
explanations of any tax reliefs available to Nala.

Notes
1. Indicate any items which do not need to be included in the calculation of Nala's gains by the use of a zero (0)

2 The relevant price indices are as follows

March 1999 85
July 2005 110
December 2010 180
April 2019 210
July 2019 215
September 2019 216
October 2019 216
(10 marks)
Edit Format
Bl IEE v - - =
e 7w a2z 3 sEEERE]
Al
A B £ D E F G H 1 J K L M N o -
o 1 B
2
3
A
22

Note: See page 28 for example view of full CBE constructed response workspace



Section B — questions (continued)

Scenario 5

Taxation - Lesotho (TX - LSO) Sample Questions - September 2020

The following scenario relates to two requirements.

information

Note
Revenue

Contracting Income stated net of withholding tax

Truck Hire Income, stated gross

Expenses

Wages and salaries

-h

Depreciation

Repairs and maintenance

HwWN

Hire purchase instalments

Sundry expenses (all allowable)

$ Symbol |:| ¥ Highlight F Strikethrough || Calculator & Scratch Pad

494,000
260,000
754,000

395,000
180,125
61,000
26,250
48,900
711,275

Molapo is a resident individual and entrepreneur who works as a contractor engaged in the construction business.
He also hires out trucks to the public. His financial records for the year ended 31 March 2020 include the following

Note: See page 28 for example view of full CBE constructed response workspace
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Scenario 5 (continued)

Notes:
(1) Wages and salaries consist of the following:
- M350,000 of wages and salaries
- M45 000 taken by Molapo for personal purposes.

(2) M180,125 for depreciation relates to Molapo’s non-current assets as they appear in his asset register
below. The depreciation calculations have been worked out for accounting purposes

(3) Repairs and maintenance relates to a motor van which is used for both business and private purposes. The
proportion of private use is agreed to be 20%.

(4) The hire purchase instalments relate to purchase of office equipment on 31 October 2019. The market
value of the equipment was M51,000. Under this hire purchase agreement, Molapo will pay 12 monthly
instalments of M5,250. The interest is calculated on the straight-line basis. There are no further accounting
entries about this purchase in the books of Molapo.

Additional information

- The fixed asset register shows the following items:

Assets Date of Acquisition Cost Depreciation
(M) 25%

Heavy general-purpose truck 1 1 May 2018 250,000 62,500
Heavy general-purpose truck 2 31 August 2019 210,500 52,625
Motor van 30 April 2019 260,000 65,000
180,125

- Molapo has elected for the pooling method to apply when calculating tax depreciation.

(?) Help/Tax Tables

Note: See page 28 for example view of full CBE constructed response workspace



Section B — questions (continued)

Requirements for Scenario 5

(a) Calculate the income tax payable by Molapo for the year ended 31 March 2020.

Note: See page 28 for example view of full CBE constructed response workspace

(13 marks)
Edit Format
ElIEE - - o=
e 7 u s 2k 2 2 SEEEE
G24
A 8 c D E F G - [ J K L o -
1 -
2
3
4
(b) Explain when an individual taxpayer is able to use the pooling method of depreciation.
(2 marks)
(15 marks)
DxBM@A ScQBIUYS XX L
Paragrzph v EH Y = E E E = = € =
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Section B — questions (continued)

Scenario 6

Taxation - Lesotho (TX - LSO) Sample Questions - September 2020
$ Symbol |:] ¥ Highlight F Strikethrough (%] Calculator /' Scratch Pad

The following scenario relates to three requirements.

Mega Pharmaceutical Ltd (MPL) is a Lesotho resident company manufacturing medicines for pharmacies and
hospitals across Lesotho. MPL commenced its operations in April 2019.

year ended 31 March 2020:

The following summarised financial information was extracted from MPL's first set of financial statements for the

(1) Total revenue of M550,500 was declared. Included in this amount is trading income of
M500,300. The balance relates to dividends received from non resident companies,
totalling M50,200. The dividends were received and recorded net of M21,514 of foreign
withholding taxes.

(2) Operating expenses are all attributable to manufacturing income. The total figure of
M663,300 includes the following items:

(i) Training expenses of M75,200. MPL incurred M68,300 for university training offered overseas
in respect of its two senior employees. The balance was paid to a local training institution, for
short-term training of other junior employees, who are all citizens of Lesotho.

(i) Marketing and advertising of M210,000. This consists of large scale advertising of M140,000
incurred prior to commencement of MPL's operations. The remaining M70,000 relates to
promotions and marketing costs incurred during the year

(i) Research and development costs:

M

Market research conducted during the year 36,600
Production engineering 81,200
Purchase of specialised equipment used in production engineering 38,700
156,600

(The equipment was purchased on 31 August 2019)

(iv) Royalty payments of M60,000, inclusive of withholding taxes where relevant:
- M40,000 paid to a Chinese non-resident company for the use of technology necessary in the
production of medicines.

- M20,000 paid to a Botswana non-resident company in Botswana for the use of a trade name.

(v) Operating lease instalments of M35,000 were paid to a South African company for some of the
equipment which is used in the process of production.

(?) HelpiTax Tables

Note: See page 28 for example view of full CBE constructed response workspace
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Section B — questions (continued)

Requirements for Scenario 6

(a) Calculate the corporation tax payable by Mega Pharmaceutical Ltd (MPL) for the year ended 31 March 2020. Your answer should
start with the revenue.

Note: You should assume that MPL will take advantage of any tax reliefs which are available
(9 marks)
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(b) Calculate the total withholding tax payable by Mega Pharmaceutical Ltd (MPL) in respect of the payments made on royalties and
the operating lease in notes (2)(iv) and (2)(v) in the scenario.

(3 marks)
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(c) Calculate the income tax instalments that will be payable by Mega Pharmaceutical Ltd (MPL) for the year ended 31 March 2021,
and state the due date when each instalment is payable.

(3 marks)
(15 marks)
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Example view of full CBE constructed response workspace
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(a) State the tests which are used to determine whether a company is resident in Lesotho for tax purposes.
The following scenario relates to three requirements.

(3 marks)
Teddy Spares (Teddy) trades in Berea district, and is the only Lesotho branch of Big Ted Machine Spares Lid D 5% |EI =
(BTMSL), which is incorporated in Botswana. All management decisions about BTMSL are taken in Botswana. L ! 2

QIB I U 'S"Xz x“‘l;
BTMSL has many large outlets throughout southern Africa

| Paragraph v | H V|:: =

The financial statements of the Teddy branch for the year ended 31 March 2020 showed a profit before tax of
M360,000

This profit amount is after taking account of the following items
- Dividends of M48& 600 received from Moses Ltd, a Lesotho resident company.

- An annuity payment of M65,000 payable to the dependents of a former employee.

Additional information

(1) The financial records of Teddy revealed that interest received from a bank in Botswana amounting
to M25,700 (gross) was omitted in the calculation of the profit before tax of M360,000

(2) Teddy repatriates 30% of the branch profit after tax to its head office at BTMSL in Botswana
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