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General Comments 
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 most well answered questions were Question 3(a) and 
Question 5. The poorly answered questions were Question 1, Question 3(b) and(c), and Question 4. 
 
The overall performance was satisfactory and some students performed well.  Some answers reflected a good 
understanding of tax principles while in other sections this understanding seemed to be lacking.  From this 
apparent imbalance, it appears that candidates are only focusing on specific areas and producing standard learnt 
answers. For better performance, a more comprehensive understanding of, and application of, tax concepts 
covering the syllabus is recommended. 
 
 
Specific Comments 
 
Question One 
This 30-mark question consisted of two parts which tested candidates’ understanding of the taxation of sole 
proprietors earning a variety of incomes. It also tested the treatment of private elements such as drawings of 
stocks and employment of family members. It was specifically designed to test the basis of the claims for 
personal reliefs in a variety of situations, which had been the subject of an article published in the October 2010 
issue of the Student Accountant magazine. 
 
Part (a) 
The few areas of difficulties were as follows: 
*   Stock withdrawal for personal use 
         Many candidates did not know how to compute the value of the stock to be brought to tax 
 
*   A child working for the proprietor 

When an above arm’s length salary was paid to the proprietor’s son, many candidates did not know how to 
compute the salary differential that was to be brought to tax. Also in the description of the amount to be 
brought to tax, instead of stating “Reginald’s excess salary” they had stated “the communications manager’s 
salary”.   

 
* Personal Reliefs 
• Working children 

The children were both working and undergoing tertiary education. Candidates were not sure how to apply the   
     child relief that must be compared with the child’s income to see if the parent is entitled to the relief. 
• Spouse relief 

Candidates did not pick up that the taxpayer is entitled to a spouse relief as long as his wife was alive 
anytime during the year. 

• Child relief 
Several candidates did not pick up that a taxpayer was entitled to child relief even when the child lived for 
only a short time during the year. Then there were several other candidates who made the claim for child 
relief but claimed it as disabled child relief.  A medical illness/condition is not a disability ranking for disabled 
child relief. 

 
Part (b) 
*Rental as business income 
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Many candidates did not know how to treat the rental income as a single source and computed the adjusted 
income of each property separately as if each was a separate source. 
 
*The format of the tax computation 
Candidates had difficulty in the order of aggregation of incomes and the order of set off of 
capital allowances and losses as it pertained to the three businesses and the royalty income. 
 
*Personal relief 
Many candidates did not realise that relief on medical and insurance were subject to a maximum claim and 
premiums on insurance on the life of a child did not rank for relief. A number of candidates did not realise that 
even though the husband of the proprietor had a business, she was entitled for spouse relief as the husband’s 
business was operating at a loss. 
 
Question Two 
This question tested candidates’ ability to prepare a tax computation for a company and their understanding of 
the tax principles of deductibility and non deductibility in dealing with items of expenditure.  It also tested their 
knowledge of the taxability and non-taxability of receipts as well as their ability to explain the law underlying the 
tax treatment of the expenses 
 
Most candidates did well in both the computation and explanation. 
 
The common errors were: 
*Keyman insurance policy 
In explaining the basis of the claim for deduction, candidates stated that as the policy was a life insurance policy 
it was deductible without specifying that it is only deductible if the life policy has no investment element 
included. Term /accident policies are exclusively life policies whereas whole life/endowment are life policies with 
an investment element included. 
 
*Preliminary expenses 
Most candidates either claimed it as a deductible business expenditure or disallowed it as non business 
expenditure without realising that there is a specific deduction available for it in the year of commencement. The 
deduction is only disallowed because the claim ought to have been given in the year of commencement. 
 
*The cost of public sporting event 
The question asked to explain the tax treatment. Most candidates stated that the expense was deductible 
because it was the cost of a public sporting event.  Repeating the exact term used in the question cannot be an 
explanation. An appropriate explanation had to offer a greater elaboration such as that it relates to advertisement 
which will enhance sales.  
 
 *Donations 
The question requested to show the treatment of two types of donations. The donation to the National Library 
enjoyed a specific deduction and the other a donation to fund elections which is not an allowable deduction. A 
number of candidates treated the both expense as a single lump sum, disallowing it in the beginning of the 
computation and then claiming the donation to the National Library as an approved donation. 
 
*Defalcation by a director 
In explaining the deductibility, most candidates stated that it should be disallowed because it is illegal instead of 
non deductibility because it involves the Director who was in CONTROL. 
 
 
 

Examiner’s report – F6 (MYS) December 2010   2



 
 
 

Question Three 
Part (a) of the question was set to test the candidates’ knowledge of the various situations which allowed a 
person to be resident. This was the best answered question in the paper with candidates quoting the sections 
of the law and offering precise detailed explanation in each situation obtaining the full 15 marks. 
 
There were candidates who did not score as well as they had not realised that the question instructed to 
“state, giving reasons” whether or not the taxpayer was resident. They had merely provided the section in the 
law without any explanation. 
 
Part (b) 
The question was to test the candidates ‘ knowledge  on source of employment income. 
Most candidates did not seem to know the basis of taxation of employment income stating that it should be 
based on tax residence status which was not relevant.  
 
Part (c) 
The question was set to test the basis of establishing source in more than one country in the case of the 
employment income of an individual who works in two countries. 
 
Most candidates approached the question from a tax residence basis stating that he should be taxed in 
Malaysia as he is mostly resident there and the benefit of being taxed in Malaysia is that he can claim  
personal tax reliefs and resident tax rates. They also stated that if he is resident his foreign income will be 
exempt.   
 
These are not relevant as the question is on the circumstances when the taxpayer can have dual employment 
and what are the benefits of dual employment 
 
Question Four 
 This question on the subject of Service tax and consisted of three parts 
 
Part (a) 
The question required an explanation on the fundamentals of service tax such as the basis of taxation, who is 
the taxable person and who actually bears the tax. 
Most candidates where able to explain who the taxable person was and who bears the tax but were not able 
to provide a complete explanation of the basis of levying service tax. 
 
Part (b) 
This section outlined a list of services provided by a local consultancy company and candidates were asked 
to identify which services were not subject to service tax and to compute service tax on those that were 
subject to service tax. They were also asked to explain why the service(s) was not subject to service tax 
 
Most candidates had difficulty identifying the services that were not subject to service tax. 
 
Part (c) 
This section provided information on a specific service with data on turnover and net profit and candidates 
were tested on the licensing requirements . The question tested the requirement for licencing, the timing of 
obtaining the license, the taxable periods and dates for submission of returns and payment of tax. 
 
Most candidates’ performance was less satisfactory and answers were irrelevant or incomplete and applied 
thresholds when none applied. 
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Question Five 
This question was set to test the recently reintroduced Real Property Gains Tax.  
Most candidates were well prepared on this topic scoring high marks in part (a) which carried 7 marks. 
However, most candidates did not pick up marks on the treatment of losses in part (b) which was a 3 mark 
section. 
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