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The examination consisted of five compulsory questions (Question 1 for 30 marks, Question 2 for 25 marks,
Question 3 for 20 marks, Question 4 for 15 marks and Question 5 for 10 marks).

Most candidates attempted all five questions.

The overall performance was average. A few candidates achieved very high marks. Majority of the candidates,
who did not gain a pass, did not fare well. A large number appeared to be unprepared for the examination, and
some candidates failed to read/understand the content and the requirements of the questions.

Question 1
This question, on the subject of preparing a tax computation for a company, required candidates to explain the
tax treatment accorded to certain items.

Common errors in the tax computation included:
 adding back interest expense without apportioning between business source and rental source.
 adding back company trip and limiting overseas travel to RM3,000
 adding back RM1,000 x 5 years for amortisation, instead of RM100,000 per annum.
 not indicating notional allowance and restricting the balancing charge
 not indicating the relevant years of assessment in calculating capital allowances for machinery
 not deducting interest expense in determining statutory income from rental source

Some candidates applied the two tiered tax rate despite the fact that the question did not provide the amount of
the paid up ordinary share capital. Without such information provided in the question candidates are expected to
use the single rate.

Most candidates gained a pass in the tax computation. However, the explanation of tax treatment of items was
poorly dealt with. Most candidates did not demonstrate the relevant facts provided in the question which
influenced the tax treatment of those items.

Majority of the candidates gained good marks for the tax computation.

Question 2
This twenty five-mark question, on the subject of preparing tax computation of a couple in the context of separate
assessment, was the best answered question on the paper. Very high marks were achieved by some candidates.

The few errors were:
 the handling of business losses, current as well as brought forward, was inadequate. Candidates did not

know where to place such losses in the computation.
 treating the salary of a sole-proprietor as employment source income.
 not indicating the amount of capital allowances carried forward.
 treating as one item the EPF contributions made by Mariam and the medicalinsurance by restricting the

reliefs to RM6,000
 not restricting the medical examination to RM500.

Question 3
This question was divided into three parts.
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Part (a) (i) of the question required candidates to compute capital allowances for industrial buildings as well as
plant and machinery. In answers, most candidates did not know how to treat architect fees and legal charges for
the construction of the buildings in determining qualifying building expenditure for each of the buildings. This
was the main reason most candidates did not pick up marks. A large number of candidates did not recognise that
a different rate of initial and annual allowances applied to the living quarters for factory workers, and that living
quarters for administrative staff are not industrial buildings.

In part (a) (ii) candidates were expected to apply the 10% rule to determine the treatment of the expense
incurred in cutting and levelling land for the purpose of installing machinery. Some candidates used the 75% rule
which was not relevant in this case. The inability to apply the 10% rule appropriately resulted in the wrong
amount of qualifying plant expenditure.

Only a handful of candidates gained some marks for part (c). Others did not gain any marks at all. It was
apparent that candidates did not understand the requirement of the question which was to state the tax
compliance expected of the employer in providing perquisites and benefits-in-kind to employees. Most answers
focused on the taxability of the perquisites and benefits on the employees. Some candidates focused on
deductibility of the expense accorded to the employer.

Most candidates performed poorly in all three parts of the question.

Question 4
This 15-mark question was set in two parts.

Part (a) required candidates to calculate the withholding tax payable and the penalty. Many candidates mistook
RM360,000 as the gross amount of royalty. Furthermore, in calculating the penalty, some candidates imposed
the penalty on the basis of every period of thirty days, a clear case of confusion with the service tax provisions. It
was very surprising that the majority of candidates did not know that the gross amount of royalty is a deductible
expense in calculating the adjusted income of the company.

Part (b) required candidates to compute the statutory income in respect of a rental source.
Here, candidates were tested on the ability to determine the gross income from rental. In so doing, candidates
would have to bring in rents received in advance as well as rents accrued, and leave out rent deposit. In addition,
candidates would need to work out the gross rental for the basis period, based on rents payable every three
months in advance.

The expense part of the computation required candidates to apportion the relevant expenses based on the ratio of
60% and 40% between the two floors of the property, with a further apportionment for the ground floor, on the
basis of the number of months in the basis period.

The majority of the candidates did not pick up marks for this question due to the inability to handle the above
issues.

Question 5
This question was on the subjects of sales tax and service tax. Part (a) (i) of the question required candidates to
state the person who is required to apply for a sales tax licence. In answer, some candidates stated licensed
manufacturers; others stated manufacturers who had reached a certain threshold in annual sales turnover.

Part (a) (ii) required candidates to state the sales tax implications of the withdrawal of the trading stock for the
company’s own use. In answer, some candidates treated it under the Income Tax Act. Other candidates misread
the amount of RM6,300 as the cost of one unit, instead of the total cost of three units.
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In part (a) (iii), many candidates managed to give one correct circumstance out of the three circumstances.

Part (b) of the question required candidates to state the value/charge upon which service tax is calculated. Most
candidates computed the service tax payable instead of stopping at the value/charge. It appeared that candidates
did not read the question carefully.

In answer to part (b) (ii) candidates gave the correct conclusion but the reason given was incorrect.

The answer to part (b) (iii) showed that many candidates were not up to date in the law, imposing RM2 on the
room occupied free of charge by the tour operator, rather than exempting it.

Many candidates did not gain a pass in this question.


