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General Comments
There were two sections to the examination paper and all of the questions were compulsory. Section A
consisted of 15 multiple choice questions (two marks each) which covered a broad range of syllabus topics.
Section B had four questions worth 10 marks each and two longer questions worth 15 marks, each testing
the candidates’ understanding and application of taxation in more depth. The following paragraphs report on
each section and focus on some of the key learning points.

Specific Comments

Section A

Except for a handful of candidates, it was good to note that all of the questions were attempted. Candidates
are advised to review the format of the specimen paper for sample questions. Section A questions aim to
provide a broad coverage of the syllabus, and future candidates should aim to revise all areas of the F6
syllabus. Almost all of the candidates performed reasonably well in the multiple choice question (MCQ)
questions with many candidates scored at or above average.

Candidates are encouraged to focus on all aspects of the syllabus and which helps in achieving a pass in
this paper by preparing for any types of questions and avoid question spotting. In this sitting, there were
some candidates who were not fully prepared and subsequently did not perform well. An understanding of
the basic principles would help in answering the questions in the exam.

Sample Questions for Discussion

We will focus on two of the MCQs where a significant number of candidates did not select the correct
answer.

These questions are reviewed here with the aim of giving candidates an indication of the types of questions
asked, guidance on dealing with exam questions and to provide a technical debrief on the topics covered by
the specific questions selected.

Example 1

Tan is in full time employment but also receives substantial royalty income. Tan’s employer deducts from his

salary under the monthly tax deduction scheme and the Director General also directs him to pay tax

instalments in respect of his royalty income.

For the year of assessment 2015, a higher initial estimate of the tax to be paid directly by Tan was made but

this was subsequently reduced to RM8,000 following an application by Tan.

The following figures relate to Tan for the year of assessment 2015:

Statutory income from employment RM400,000

Statutory income from royalty RM100,000

Total income RM500,000

Tax payable RM105,000

What is the penalty, if any, payable by Tan for the underestimation of tax for the year of assessment

2015?
A. RM670
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B. RM9,700
C. RM6,550
D. RM0 – because Tan pays tax under the monthly tax deduction scheme

This is a question on employment and non-employment income (i.e. royalty income) received by
an individual focussing on the penalty for underestimation for non-employment income. Candidates
may be well aware of the standard calculation for underestimation of penalty which is illustrated as
follows:

RM

Actual tax payable 100,000

Less: Estimate (25,000)

Difference 75,000

30% margin/threshold 30%x ATP

(30% x 100,000) (30,000)

Excess 45,000

10% penalty thereon 4,500

It is important to note that for an individual with employment and non-employment income, the

treatment is that only the non-employment is subject to estimate and penalty, if any.

Candidates may not have remembered the 30% margin and that it applies only to non-employment

income and assumed that tax payable of RM105,000 is compared to the estimate of RM8,000 and

then the difference of RM97,000 (105,000 – 8,000) is subject to a penalty of 10% i.e. RM9,700 and

opted for B. Candidates may have opted for C if they were aware of the 30% margin but

erroneously applied it to both employment and non-employment income. This would have resulted

in the answer of RM6,550 [((105,000 – 8,000) – (30% x 105,000)) x 10%]. Some candidates might

incorrectly have assumed that the underestimation penalty does not apply to an individual with

employment income since the person is under a monthly deduction scheme, and therefore chosen

option D.

Candidates who were aware that a penalty applies only on the non-employment income after

taking into account the apportionment of tax payable attributable to the non-employment income,

which is royalty income in this case, would have got RM670 which is option A.

The tax attributable to employment income was RM84,000 (400,000 / 500,000 x 105,000). The tax

payable relevant for the computation of penalty for underestimation of tax is RM105,000 –

RM84,000 = RM21,000.

Penalty RM670 is determined as follows:

RM

Actual tax payable 21,000

Less: Estimate (8,000)
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Difference 13,000

30% margin/threshold30%x ATP

(30% x 21,000) (6,300)

Excess 6,700

10% penalty thereon 670

The correct option was A.

Example 2

ABC Sdn Bhd (ABC) is a resident manufacturing company which exports its products worldwide. In the year

of assessment 2015, ABC’s marketing manager participated in an approved industrial exhibition held in

London, UK. The costs incurred in connection with the marketing manager’s participation were:

Cost of economy class flight RM10,000

Hotel allowance RM500 per day for four days

Sustenance allowance RM200 per day for four days

Note: The maximum daily allowance rate available for double deduction is RM300 for hotel

accommodation and RM150 for sustenance expenses.

What is the total tax deduction which ABC Sdn Bhd is entitled to claim in respect of these costs?
A. RM12,800
B. RM11,800

C. RM22,800
D. RM24,600

This question tested the double deduction claims for expenses relating to the promotion of exports
incurred by a company official attending an approved industrial exhibition held outside of Malaysia.
A double deduction is accorded in addition to the single deduction allowed for economy air fares
and the maximum daily hotel accommodation of RM300 per day and RM150 for sustenance
expenses. The question asked candidates for the total deduction which means the amount that can
be deducted for single and also double deductions. In this question, there was a marketing
manager who attended the exhibition for four days.

Candidates who were not aware of the double deduction incentives and assumed that the total

deduction is the actual amount incurred of RM12,800 (10,000 + 2,000 + 800) would have chosen

option A. Candidates who assumed that the question wanted them to determine the total amount of

double deductions for the flight and hotel accommodation and sustenance expenses would have

opted for option B as the total additional or double deduction amount was RM11,800 (10,000 +

1,200 [300 x 4 days] + 600 [150 x 4 days]). This option assumes that the question did not require

inclusion of the total single deduction. If candidates had assumed that double deduction is only

available for the economy flight and not for hotel accommodation of RM300 per day and

sustenance of RM150 per day, then their option would have been C [RM22,800 (20,000 + 2,000

(500 x 4 days) + 800 (200 x 4 days))].
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If the candidates determined the total deductions which the company can claim taking into account

the single and double deduction then they would have determined the amount of RM24,600

[20,000 (10,000 x 2) + 3,200 (500 + 300) x 4 days) + 1,400 (200 + 150) x 4 days)] and opted for D

which is the correct answer.

Section B

Question One
This 10-mark question was on a real property gains tax (RPGT) transaction and was made up of a
theoretical aspect and computational aspect.

In part (a) for 3 marks, RPGT was examined where the real property owned by a company was compulsorily

acquired by the government. Many candidates were not aware that there was no RPGT payable and the

transaction was at ‘no gain no loss’ where the disposal price is equal to the acquisition price of the disposer

and the consideration received is ignored. Many candidates computed the RPGT. The transactions where

the disposal price is equal to the acquisition price is an important area of the syllabus and is frequently

covered but in this question it was the application of the principles. Some candidates inadvertently treated

the transaction as subject to income tax since it was agriculture land.

In part a(ii) and (b) the question involved an RPGT computation of an allowable loss and chargeable gain

arising from a disposal. It was pleasing to note that candidates were able to classify and adjust against the

appropriate disposal/acquisition consideration. They also knew which item was not eligible for deduction. The

part disposal of a chargeable asset now enables a disposer partial exemption of the Schedule 4 exemption

as provided in the RPGT act. There were some who did give the exemption. Candidates can ensure they

obtain full marks by determining the acquisition price accurately based on the area sold if they refer to the

details in the question. Some candidates erroneously did not take into account that only part of the land area

was disposed of. Similarly, candidates must take care when determining the holding period by comparing the

date of disposal and acquisition in order to get full marks.

Generally, candidates’ performance in this question was good.

Question Two
This 10 mark question tested capital allowances and industrial building allowances (IBA). In part (a) for 7
marks, candidates were required to determine the qualifying building expenditure and compute the IBA and
the balancing adjustment arising from a disposal. It was good to note that quite a few candidates were able
to determine that the office building and warehouse were not qualifying building expenditure for the purposes
of claiming IBA. Candidates must refer to the table of rates for the relevant capital / industrial building
allowances in order to get the required marks. The time apportionment of capital allowances and industrial
building allowances generally do not apply and it was unusual to note that candidates were time apportioning
these allowances. Most of the candidates achieved the maximum mark for restricting the balancing charge
IBA claimed, with a few unaware of this restriction.
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In part (b) for 3 marks, candidates were tested on small value assets. It was surprising to note that there
were candidates who were not aware of this important area of capital allowances and that for non-SME
(small and medium enterprise) companies, the maximum that can be claimed cannot exceed RM13,000.

Overall, candidates performed reasonably well in both parts of this question.

Question Three
This 10-mark question tested goods and service tax (GST) and was made up of two parts. It was pleasing to
note that all the candidates attempted the question and displayed a sound understanding of the GST
calculations.

This question was on the relatively new topic of goods and services tax (GST). In part (a), candidates were

not very familiar with the conditions necessary to input tax credit. Some explained the registration rules and

also the details of tax invoices, which were not relevant. This area of claiming input tax credit is one of the

most important areas of the GST system and a good understanding will enable a candidate to score marks.

In part (b) for 6 marks, most candidates were able to identify items which were GST exclusive and GST

inclusive and show the net GST payable/repayable including goods from non-GST registrant suppliers. The

only area that they were not familiar with was the GST on the imported services where a reverse charge

mechanism applies. Where the reverse charge mechanism applies, an output tax adjustment can be made

and for a GST registrant, an input tax credit can be claimed. Imported services must be distinguished from

export services where the GST can be zero-rated. However, in the question, it was an imported service and

candidates erroneously treated it as export services. Candidates can score marks by understanding that

input tax cannot be claimed when the purchases from a supplier who is non-GST registrant’s input tax credit

cannot be claimed. Where the net GST payable/repayable is required, then marks will be awarded for stating

the net amount.

Candidates performed well in part (b) of the question.

Question Four
This 10-mark question covered amounts subject to withholding tax and the consequences of non-compliance
of the withholding tax requirements.

Part (a) for 6 marks required candidates to compute the withholding tax amounts for certain types of
payments made to non-residents. Most of the candidates were able to determine the correct amounts,
although there were some who claimed withholding tax rates of 11% and 25% which were not relevant in this
question. It should be noted by candidates that hotel accommodation is not subject to withholding tax but
airfares were subject to withholding tax as it was considered part of the services rendered. Candidates
should be aware of the details of the expenses which are subject to withholding and those that are not.

In part (b) for 4 marks on the consequences of non-compliance with withholding tax requirements, many
candidates did not do well and must be aware that this is an important part of the tax system. Candidates
should state that when explaining about withholding tax the penalty is 10% on the unpaid withholding tax
amount.

This question was reasonably well answered.

Question Five
This 15-mark question was based on a manufacturer company and required candidates to compute the

company’s tax computation for 2 years of assessment (YA) and some adjustments that impacted
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the following YA. Generally candidates answered this question well. The treatment of current year
and brought forward losses and capital allowances were reasonably answered.

Candidates were weak in a few areas. There was a claim for expenses relating to certification of
recognised quality systems which was eligible for double deduction. Many did not claim the double
deduction in the year the certification was issued. There were some candidates who were not sure
about the forex trade gain where it becomes taxable when it was realised.

Some points to note are shown below:
- Candidates should realise that where there are separate source of income, such as rental income,

then the income should be separately assessed by reducing the profit before tax or increasing the

loss before tax and the relevant expenses incurred in connection with this income should be

disallowed and claimed, where applicable for revenue expenses directly incurred wholly and

exclusively with the rental source. Most candidates scored full marks when they disallowed the quit

rent and assessment and claimed as deductible expense against the rental income and the capital

expense in the form of the extension of wall was not allowed a deduction.

- Current year losses arising from a business source can be claimed against any source of income,

whether it is business or non-business such as rental income or interest income.

- Candidates can score full marks if they can focus on the types of expenses that can be allowed a

single or double deduction such as expenses related to disabled workers. In this question candidates

gained the appropriate marks when they claimed a single deduction and those who claimed double

deduction did not score any marks. Candidates should be aware that expenses relating the

remuneration paid to the disabled is eligible for double deduction.

- Brought forward losses arising from a business source can be claimed against the statutory income

from a business source and not against any non-business income, such as investment income such

as interest income and rental income under Section 4(d) of the Income Tax Act, 1967 (as amended).

- Candidates correctly identified that lease rental premiums for a non-commercial passenger car

exceeding RM150,000 where the maximum allowable is RM50,000 works on a cumulative and not

on per year basis.

- Certification of recognised quality systems is eligible for double deduction in the year the certificate is

issued. The double deduction of relevant expenses is important and candidates should focus on the

conditions to claim the relevant expenses.

- Foreign exchange differences arising from a trade transaction can be claimed or taxed once it is

realised. Many candidates scored full marks when they correctly brought to tax in the year the trade

related forex gain was realised.

Overall in this question candidates performed satisfactorily well.

Question Six
This 15-mark question was on individual taxation.

Part (a) of the question required candidates to state the basis period for an individual which was the basis

year, i.e. calendar year from 1 January 2015 to 31 December 2015. Candidates did not do particularly well in

this question. Many explained the resident status rules of the individual which was not required. This is an

important area of taxation.

In part (b) for 10 marks, it required candidates to compute the income tax computation for an individual who
had employment income and investment (dividend and interest) income. Candidates, as expected, did well in
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this part of the question. Candidates scored full marks for correctly identifying that it is the gross income
employment that is subject to income tax and not net income after any deductions.

A few points to note are shown below:-
- Once an employee receives a housing allowance which is assessable under Section 13(1)(a) of the

Act, then there is no need to determine the assessable benefit-in-kind for the value of
accommodation under Section 13(1)(c) on the same housing allowance.

- Cash donations to an approved institution is restricted up to 7% of the aggregate income and not
entitled the full amount. Quite a few candidates were not aware of this.

- Donations are claimed against aggregate income and not total income in arriving at chargeable
income.

- Candidates will score the appropriate marks if they refer to the table of rates for personal self and
books reliefs. Candidates are advised to exercise care when using reliefs.

In part (c) for 4 marks, candidates were to advise on two changes to a client’s employment package that
would reduce his tax. Candidates scored marks in this area when they proposed that the employee could
request for the employer to provide an accommodation and domestic help instead of the employee hiring and
renting the accommodation and claiming a reimbursement of the amounts paid by the employee. A large
number of candidates were able to identify the changes to reduce the employee’s income tax and some
offered to request for contributions to the employee’s provident fund for which the appropriate marks were
awarded.

Generally, candidates did well in the question.


