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General Comments 
The three hour examination consisted of five compulsory questions of 30 marks, 25 marks 20 marks, 
15 marks and 10 marks respectively. The focus was on the broad application of the legislation in tax 
computations. 
 
In general, the performance of candidates was disappointing and it was evident that many were simply 
not adequately prepared. Also, the failure to read questions and the requirements properly contributed 
to the poor performance of many candidates. 
 
Specific Comments 
 
Question One 
This 30 mark question dealt with calculation of the tax payable by a natural person who was an 
employee earning a fixed salary and commission. It also included the calculation of PAYE by the 
employer.  
 
There were a number of basic errors, such as adding deductions to taxable income and the use of 
incorrect rates for the retirement annuity and medical deductions and the incorrect use of the tax table. 
 
Many candidates appear to have been unaware of the importance of the positioning within the 
computation of the retirement annuity and medical expense deductions. 
 
A fairly common error was the treatment of the primary rebate as a tax deduction, rather than a 
reduction of the tax arising on taxable income 
 
In general, candidates do not seem to have had an adequate grasp of the 4th Schedule to the Income 
Tax Act. For example, in the PAYE calculation, very few candidates identified the inclusion of 60% of 
the travel allowance in determining remuneration. At the same time, the number of candidates who 
correctly identified that the employee could request the employer to take their retirement annuity 
contributions into account for PAYE was encouraging. 
 
Question Two 
This 25 mark question dealt with a South African resident manufacturing company, and the focus was 
on capital allowances and recoupments. 
 
Although the question stated clearly that the taxpayer was not a Small Business Corporation (a term 
defined in the Income Tax Act), many students used the allowance rates and tax table applicable to 
such corporations. This indicates poor reading of the question or inadequate knowledge and 
understanding generally. 
 
Many candidates seem to be unaware of the basics of capital allowances (for example, the fact that 
section 12C allowances are not apportioned). 
 
The question stated quite clearly that net income was after taking dividend and interest income into 
account. But many students proceeded to add the items in calculating taxable income, once again 
demonstrating either a failure to read the question properly or a lack of understanding of the basics. 
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There were many unnecessary calculation errors, including the incorrect positioning of decimal points 
and the adding of deductions of recoupments. 
 
Some students appear to have been working with outdated legislation (for example, the previous 
section 11(m) R2 000 limit for annuity payments to dependents of past employees was referred to). 
 
Question Three 
This question was out of 20 marks and dealt with Capital Gains Tax. 
 
In general, many students performed the basic Time Apportioned Base Cost (TAB) calculation 
satisfactorily, but then proceeded to use an irrelevant market value in calculating the capital gain. This 
indicates either a failure to read the question properly or to understand that post valuation date 
valuations, which might be relevant in determining deemed proceeds, are not applicable to the 
determination of base cost. Many candidates seemed unaware of the extended TAB formula, used 
where expenditure is incurred both pre and post valuation date. 
 
Again, the use of outdated legislation was indicated by the fact that some students used an annual 
exclusion rate of R15 000. 
 
The treatment of the capital gain on disposal of shares was generally handled very well, with most 
candidates calculating the weighted average base cost of the shares correctly. 
 
Question Four 
Question 4 dealt with the taxation of partners in a business partnership. 
 
Most students had difficulty coping with the adjustments required to arrive at taxable income when 
starting with the stated partnership profit. In this question the profit was stated as being after the 
repayment of loan account amounts. But many students overlooked the adjustment that should have 
been made 
 
Again basic errors were made in many answers, for example adding items that should have been 
deducted. 
 
There were rather a lot of cases of candidates applying the 25% inclusion rate to taxable income 
generally (instead of to capital gains). And then, there were cases of the annual exclusion that applies 
to capital gains being applied to taxable income. This mixing of concepts reinforces the notion that 
many candidates were not well prepared for the examination. 
 
Question Five 
This 10 mark question dealt with the basics of Value-Added-Taxation and was generally well 
answered. 
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