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General Comments 
The examination consisted of five compulsory questions; question 1 for 25 marks, question 2 for 30 marks and 
three further questions of 15 marks each. 
 
The vast majority of candidates attempted all five questions, and there was little evidence of time pressure. 
Where questions were left unanswered by candidates, this appeared to be due to a lack of knowledge as opposed 
to time pressure. 
 
As in previous sessions, a majority of candidates answered questions in the same order as in the question paper. 
 
Candidates performed particularly well on questions 1(b), 1(c), 2, 4(a)(i), 4(b)(i) and 5(a). The questions 
candidates found most challenging were questions 3(a)(ii) and 4(b)(ii). This may have been due to candidates 
not covering or understanding all core syllabus areas well enough when preparing for the exam and/or a general 
lack of technical knowledge.  
 
A number of common issues arose in candidates ' answers: 
 

 Failing to read the question requirement carefully and therefore providing irrelevant answers. 
 Poor time management between questions: some candidates wrote far too much for some parts which 

put them under time pressure to finish the remaining questions. 
 Illegible handwriting and poor layout of answers. 

 
Specific Comments 
 
Question One 
This 25-mark question was based on four different scenarios of companies having standard local business 
transactions covering the topics of employee benefits, marketing and representation costs, unpaid debts, tax 
depreciation and tax base deductions. 

The format of question 1 was slightly different to formats used previously, as candidates were given profit before 
tax and they were required to state only the tax treatment of the transactions. The question tested candidates' 
knowledge of how the tax base is derived from the accounting profit and adjusted to comply with the relevant 
legislation. Candidates were not asked to calculate the accounting profit so that they could concentrate on tax 
base adjustments. Furthermore they were asked to calculate only the tax base and not the tax liability. Some 
seemed to have failed to read the question properly and, despite having been given the accounting profit figure 
for each scenario, attempted to calculate it, which will have wasted time. 

Part (a) for 7 marks required candidates to distinguish between tax deductible employee benefits and tax non-
deductible items. Candidates were also required to demonstrate the ability to include reserves in the tax base. 
Most candidates performed very well on this part of the question. Some made mistakes when deducting 
employees’ pension plans and others forgot to deduct 2011 social security and health care contributions paid in 
2012. 
 
Part (b) covered the application of gifts and tax relief. Most candidates proved to be able to deal with these 
issues correctly, though some forgot that a gift is a tax non-deductible item. 
 
Part (c) for 6 marks required the inclusion of unpaid debts in the tax base and tested dividend taxation. Many 
candidates confused the rules on unpaid debts with the rules on bad debt provisions, and some forgot to add 
back the costs related to the exempt dividend.  
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Part (d) for 7 marks tested candidates' ability to calculate depreciable assets allowances and the tax residual 
price of a building. Most candidates showed a solid knowledge of the rules for tax depreciation. A number of 
minor mistakes occurred such as incorrect rounding and the use of the wrong input price and/or incorrect 
depreciation allowance on the sale. Most candidates read the question carefully and calculated the tax base (not 
the tax liability), and went on to explain that the disabled employee credit could not be deducted from the tax 
base because it must instead be credited against the tax liability. 
 
Question Two 
This 30-mark question was on personal income tax and required candidates to calculate the tax liability of a 
Czech tax resident having different types of income.  

Part (a) required the calculation of the tax liability and tax due of an individual taxpayer. Many candidates 
correctly identified employment income taxable within a tax return and calculated the relevant tax advances 
withheld from employment income. Most candidates knew how to deal correctly with the financial lease. In past 
papers, financial leasing has tended to be tested in the corporate taxation situation, but the treatment for an 
individual entity in a comparable situation is very much the same. The question also contained the tax 
depreciation calculation, which was performed very well by many candidates. 

Partly (b) concerned social security and health care advances. The vast majority of candidates performed very 
well when calculating the amounts due. A few candidates are to be congratulated for providing the correct due 
dates, especially in the case of social security insurance. 

 
Question Three 
This 15-mark question was based on a family farm business with standard local as well as international 
transactions. Candidates were required to deal with international and local transactions, calculate VAT due and 
advise how to change the taxable period as well as address various VAT administration issues. 

Part (a)(i) was answered correctly by most candidates. Common mistakes in part (a)(i) included: 
 Claiming VAT for a competition horse when no deduction is available 
 Using the wrong treatment of output tax on the export  
 
Part (a)(ii) tested the rules relating to the change to a VAT taxable period from a month to a quarter, and was the 
most frequently omitted part. This must have been due to a lack of knowledge of the syllabus area although VAT 
registration and deregistration are explicitly mentioned in the syllabus. 
 
Candidates found part (b), concerning the correction of errors made in the past, to be another more challenging 
part. Some candidates performed very well because they knew when an error can be resolved in the ordinary tax 
return and when it is necessary to submit a supplementary tax return. A number of candidates forgot about 
statutes of limitation, which would be the first thing to think about in this situation.  
 
Question Four 
This 15-mark question focused on the taxation of inbound and outbound dividends and the calculation of the 
corporate income tax liability of a Czech tax resident. It covered the topics of taxation of capital gains, indirect 
costs of holding and withholding tax.  

Part (a)(i) on inbound dividends produced many outstanding answers. Some candidates failed to give a 
justification for their statements, in particular in case of Enac, Enab and Canena's dividends, although reasons 
were specifically requested. In part (a)(ii) candidates correctly applied what they had stated in (a)(i) and some 
were able to apply the foreign tax credit correctly, and remembered to add back the costs related to the exempt 
dividends. 
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Part (b)(i) on outbound dividends was also generally very well answered, though some candidates seemed not to 
have noticed the information they were given in the question as regards the rates of withholding tax, so applied 
the wrong rate. Candidates' performance on part (b)(ii) was generally less confident; many candidates correctly 
stated that the financial director made a mistake and a few did well to suggest a solution. 
 
Question Five 
This 15-mark question was on the calculation of payroll tax advances for an individual receiving different types of 
employment income and benefits. It also tested the application of tax credits, the obligatory documentation in 
respect of payroll tax and the deadlines for the annual reconciliation prepared by the employer. 
 
The performance on part (a), testing the candidate's ability to calculate the payroll tax to be withheld by the 
employer, was excellent. Some candidates made mistakes when deciding whether items like pension plan 
contributions, accommodation or birthday presents are taxable or exempt, and whether they are subject to the 
social and health care insurance contributions. 
 
In part (b) candidates performed satisfactorily. 
 
A small number of candidates are to be congratulated for providing correct answers to part (c), concerning payroll 
tax administration.  
 


