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Information for Management

The examination consisted of five compulsory questions (Question 1 for 30 marks, Question 2 for 25 marks and
each of the other three questions for 15 marks) with close to 80 percent of the marks allocated to test on
computational skill.

Three candidates returned blank scripts with zero score. The majority of the candidates attempted all five
questions. Where not all questions were attempted, Question 3 and/or Question 4 were most frequently omitted.

The general performance of the candidates in this sitting was disappointing. Very few candidates achieved a good
pass and a large number got a poor fail. The candidates that did well, scored highly on Question 2 and Question
5.

There was a slight difference in the way some of the questions were structured compared with previous papers
with no increase in the level of difficulty. As a consequence, candidates appeared to have difficulty answering
questions that they were not familiar with. Our conclusion, therefore, was that the candidates, in preparing for
this sitting, relied quite heavily on practising of past papers and not build on the fundamentals of tax principles.
The weakness of the candidates on tax principles was felt by all markers. In addition, candidates had clearly
attempted to spot questions that would be asked. This was evident from the frustrating tone of a tuition provider
who observed that a question on limited liability partnership was repeated.

Candidates must read the questions carefully. A good example was in Question 4. Although sub-parts (a) and (b)
of Question 4 was on good and services tax, sub-part (c) was a question on income tax but candidates attempted
this question as if it was also a question on goods and services tax.

Many candidates did not show workings and as a result valuable marks were lost. Candidates must be reminded
that markers award marks based on the knowledge of the tax principles even though the numbers generated may
not be accurate. Where workings were not shown, markers were in no position to assess the candidates’
knowledge of the tax principles and would simply rely on the accuracy of the numbers.

There was no improvement in candidates’ presentation of answers. Candidates must specify which question
number was being attempted in the relevant boxes. Furthermore, candidates must begin each question on a new
page of the script booklet. In this session, answers were being continued on several pages later.

Question 1 (30 marks)
This question on corporate income tax was divided into four parts.

The first part (15 marks) was a standard requirement in testing the candidates’ ability in computing the
chargeable income of a company by identifying taxable income sources and deductibility of business expenses
and group relief claims. Candidates performed reasonably well. The main weaknesses were in the treatment of
Government training grant and accrued interest income.

The second part (6 marks) was a test of the candidates’ knowledge in applying the carry-back relief of losses and
capital allowances after allowing for group relief. Candidates were weak in applying the order of set-off between
group relief and carry-back relief. Many did not appear to be familiar with the principles of carry-back relief.

The third part (4 marks) was a question on withholding tax to be applied on professional fees paid to a non-
resident consultant and the option available to the consultant whether to be taxed on gross or net fees payable.
Candidates did not do well on this question and many were unable to state the rate of withholding tax correctly.
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The last part (5 marks) was a question on the taxation of branch profits deemed remitted to Singapore. Many
candidates were not able to identify the conditions, the presence of which would render the branch profits
exempt from Singapore income tax.

Overall, candidates did not perform well and scored poorly on this question.

Question 2 (25 marks)
Question 2 was to determine the minimum tax liability of the husband (13 marks) and his wife (12 marks)

In the case of the husband, candidates did remarkably well in identifying and quantifying his taxable gains from
employment. The candidates seemed to have some difficulty in computing his net rental income.

For the wife, candidates did reasonably well in computing her taxable income from the sole-proprietorship
business. The only weakness was in quantifying the taxable amount from self consumption of the trading stock.
In addition, the wife owned properties which were taxable on their net annual values. Candidates applied the
exemption rules on the property used by the sister when such rules were not applicable and taxed the net annual
value of the vacant property when such vacant property was not subject to net annual value tax.

Generally, the candidates did reasonably well on this question.

Question 3 (15 marks)
Question 3 was a question on the taxation of income from a limited liability partnership (LLP). The question was
divided into three parts and to some extent, the parts were linked.

The first part (4 marks) was a test on the candidates’ knowledge of the concept of contributed capital and the
impact past relevant deduction had on the contributed capital. The second part (4 marks) tested candidates’
knowledge of the tax implications where past relevant deductions exceeded the contributed capital. The final part
(7 marks) was to compute a partner’s assessable income derived from a share of the LLP’s profits and income
from other sources.

The candidates’ performance was disappointing. There was clearly a lack of preparation in dealing with this area
of taxation. Candidates should be advised not to skip any topics when preparing for exams. Candidates’ should
not assume topics which appeared in previous sittings would not be repeated.

Majority of the candidates did not score more than 50 percent of the marks allocated and this question was most
commonly omitted.

Question 4 (15 marks)
This question was divided into three parts. The first two parts of the question were on goods and services tax
(GST). The third part was an income tax question on deduction of expenses incurred prior to the commencement
of business.

The first (4 marks) of the two parts on GST was slightly more difficult, requiring the candidates to state the
conditions that must be met before input tax incurred prior to the date of registration might be claimed. The
second part (7 marks) required the candidates to compute input and output tax and the amount of input tax
payable or refundable.

It was not surprising that the candidates did not do well in answering the first part. It was however disappointing
that the majority of the candidates were not able to compute the input and output tax as was required in the
second part. There appeared to be a lack of understanding on the words “inclusive of GST”.
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A good percentage of the candidates read part three of the question as a GST related question when the question
stated clearly “the concessionary income tax treatment” in respect of certain expenses incurred prior to the date
of commencement of business. Candidates must be encouraged to read the questions carefully and to understand
the requirements of the question. For those candidates who read the question correctly, they performed
reasonable well.

The general performance of the candidates was below expectation. As in the case of question 3 and question 4
was most frequently omitted by the candidates.

Question 5 (15 marks)
This question required the candidates to compute industrial building allowances on three separate factory
buildings. The first building was an existing factory building that was completely destroyed by a fire and
insurance claim was recovered. The second factory building was purchased and the third factory building was
constructed by the owner.

Several candidates had a perfect score on this question and most candidates did reasonably well.


