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General Comments 
 
The examination consisted of five compulsory questions. Question 1 was for 30 marks, question 2 was for 25 
marks and a further three questions for 15 marks.   
 
The vast majority of candidates attempted all five questions, and time pressure did not appear to be an issue 
with the majority of candidates attempting all the requirements. Where questions were left unanswered by 
candidates, this appeared to be due to a lack of specific knowledge or insufficient exam technique, as opposed to 
time pressure. 
 
Generally this exam was well answered by the majority of candidates who were well prepared and presented 
good exam technique.  
 
Candidates performed particularly well on questions 1 (a), 1 (b), 2 (a) (i), 2 (b) (iii), 3 (d). The questions 
candidates found most challenging were questions 2 (a) (ii) and 5 (a). This was mainly due to insufficient 
understanding of the general principles of income tax and VAT.  Knowledge of these fundamental principles can 
often enable a candidate to make a decent attempt at answering a question even if the specifics of tax regulation 
are not remembered.  
    
A number of common issues arose in candidates’ answers: 
 

 Mechanical answers to discussion questions and CIT computation (e.g. claiming that any situation gives 
rise to an adjustment or income taxation without analysing the tax and economical aspects of the case) 

 Spending too much time on unnecessary calculations (especially in the case of the question related to 
instalments) 

 Failing to read the question requirement clearly and therefore providing irrelevant answers which scored 
few if any marks 

 Providing more than the required number of points 
 Illegible handwriting and poor layout of answers 

 
Specific Comments 
 
Question One 
This 30 mark question was based on a manufacturing and servicing company ZW. It tested candidates' ability to 
calculate corporate income tax (CIT), utilisation of tax losses as well as their understanding of the simplified 
method and standard method for the payment of CIT monthly instalments.  
 
Part (a) for 24 marks required candidates to calculate the CIT payable by or refundable to ZW for the tax year 
ended 31 December 2013. Candidates performed quite well on this part of the question.  
 
Most candidates correctly adjusted the income for the value of goods returned.  However the majority of 
candidates did not perform the additional required adjustment relating to VAT. The gross value of goods returned 
should have been adjusted for VAT. 
 
The adjustments related to periodic services (only part should have been included in the yearly income) were 
done well. The adjustments relating to unrealised financial income like SWAP contracts and interest not received 
were also tackled well. It appeared that candidates have a sound understanding of the cash principle for CIT 
calculations. 
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The majority of candidates did not correctly deal with the adjustment for the grant received. As the grant was 
from a related company it could not benefit from the exemption for public grants. The majority of candidates 
thought they must automatically exclude anything named “grant” from taxable income. 
 
Another point that created a problem for candidates was the position relating to salaries not paid. In this respect 
many candidates correctly identified that salaries not paid on time are not tax deductible, however only few 
performed the correct adjustment for social security included in the gross salary position. 
 
Depreciation and lease adjustments were tackled fairly well showing that both the depreciation mechanisms as 
well as the leasing principles were familiar to candidates. 
 
Other adjustments on average were attempted well although again some candidates had a tendency to 
automatically exclude any item mentioned from deductible costs or taxable revenues.  
 
The adjustment for donation relief was generally only partly attempted as the non-refundable of Swiss donation 
was often missed. 
 
The calculation of past years instalments was generally done well by the majority of candidates. 
 
Finally very few candidates noted that it was necessary to perform an additional adjustment for WHT – 
congratulations for the few who did, as this was evidence of a very sound understanding of the CIT rules! 
 
Part (b) was answered well. The knowledge of compliance periods appeared well established. 
       
Part (c) required candidates to identify situations where a CIT taxpayer may also be the remitter of CIT. The most 
common situations include cross border payments of interest, dividends, royalties, intangible service fees. 
However, in many cases candidates gave example of remitter activities in other taxes (PIT), which was not what 
the requirement asked (although it did at least prove that such candidates understood the concept of the tax 
remitter) 
 
Question Two 
This 25 mark question related to PIT liabilities of Olgierd Blech and covered the following topics: 
 

 2 (a)(i) identification of taxable employment benefits  
 2 (a) (ii) the calculation of advance instalments for tax 
 2 (b) (i) the tax duties of an individual ordering services of another individual 
 2 (b) (ii) calculation of payments due in such situation 
 2 (b) (iii) deadlines for social security settlements 

 
The identification of taxable benefits in part (a) (i) proved to be the part of the question which candidates were 
most comfortable with and the majority of candidates answered this part well.  
 
On the other hand, part (a) (ii) on the calculation of PIT instalments remitted by the employer proved a challenge 
for many candidates. The majority of candidates either performed a standard year-end tax calculation or got 
entangled in monthly calculations.  
 
The key to swiftly tackling this part of the question was to know that, in case of PIT instalments, the tax rate 
advances starting from the next month after the first tax threshold is exceeded. Additionally the question required 
the candidates to know the change in the social security rate after the upper earnings limit is exceeded.  
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However, many candidates still achieved a satisfactory mark through demonstration of  knowledge of the above 
principles in their calculations  
 
Part (b) of the question proved a little bit more problematic. While most answers correctly indicated that Olgierd  
would need to make some payments as the remitter it proved difficult to correctly identify which items needed to 
be remitted. 
 
Hence in calculating the amounts remitted on behalf of the gardener there were an array of answers ranging from 
social security only to full PIT, social security and HSC calculations. The correct approach was to take the 
payments due under the contract as the basis, calculate social security, deduct the 20% cost allowance and then 
calculate tax and HSC.  The main problems which occurred in candidates’ calculations were (1) missing the fact 
that the 20% cost allowance is deducted after the charge to social security and (2) confusing own individual 
business activity security contributions based on average salary with the standard employer calculated 
contributions. 
 
The last part of the question tested candidates’ knowledge of social security compliance periods and was 
answered quite well. 
 
Question Three 
This 15 mark question related to the VAT calculations for Roman. 
 
Part (a) required candidates to perform several relatively straightforward calculations.  
The key to answering well this part of question was knowledge of: 
 

 Place of supply/taxpayer identification mechanisms (i.e. in the case of sales to non-VAT registered 
individuals in the EU the provider of services/goods applies their own local VAT rate unless they are 
registered for VAT in the EU country of supply, while in case of supplies outside the EU the place of 
supply is outside of EU and hence the zero rate applies), 

 The reverse charge mechanism. 
 
Parts (b) and (c) of the question required knowledge of the conditions to recognise a VAT taxpayer. While the 
first, more theoretical, part of the question proved slightly more challenging, the majority of  candidates correctly 
identified the VAT taxpayers as individuals or organisations performing VATable supplies in the course of a 
business activity. Candidates also demonstrated a good knowledge of the VAT registration threshold. 
 
Part (d) required the practical knowledge of methods of filing of VAT returns (via registered mail, personally or e-
platform). The majority of candidates answered this part of the question well. 
 
Question Four 
This 15 mark question referred to the PIT and VAT consequences of an individual ceasing to carry on a business 
activity. 
 
While the calculations in this question were quite straightforward, the question required careful analysis of the 
specific items disposed of and those retained following the end of trade. 
 
The majority of candidates correctly identified that the stock sold would be subject to standard PIT (lump sum 
taxation has been abolished several years ago) and VAT.  The treatment of the stock retained proved more 
challenging to candidates (admittedly it is less intuitive) but still the answers were quite satisfactory in this 
respect. 
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The taxation of the shop furniture disposal proved a bit more problematic, but still provided satisfactory answers, 
with many candidates correctly identifying that the sale will be VAT exempt as no input VAT was claimed.  The 
necessity to perform the depreciation write offs was also highlighted correctly by many candidates. 
 
The tax treatment of the computer retained provided similar difficulties to the stock retained (as in fact the 
treatment was the same).  
 
Candidates performed well on the part of the question relating to the apartment sold (residential apartments are 
not subject to business tax even if used in the performance of a business activity and  thus the five year 
exemption period applies) and the car (not used in private activity and sold after 6 months thus exempt). 
 
Part (b) of the question required calculations of the social security contributions and HSC. This question was very 
well answered by  candidates who generally correctly identified the average salary basis as well as the rates 
(especially the fact that both the employer and employee part is due). 
 
Question Five 
This 15 mark question was based on Zamieć and tested candidates’ knowledge of the CIT treatment of 
transactions with related and unrelated parties in situations where prices are set below the market average or 
where there are no payments at all. 
 
In order to answer this question satisfactorily, candidates were required to know that: 
 

 In principle, transactions with related parties  should be at arm’s length and normally this means the 
market price being used in the transaction  

 
 However, in some business situations (e.g. in an attempt to gain a market share) a price below the 

market average may still be an arm’s length price 
 

 Services rendered for third parties may be performed free of charge 
 

 However, services received free of charge are taxable benefits (even if performed by a third party). 
 

 Rent of a property free-of-charge to a third party is allowed with no taxable revenue consequences but it 
has an impact on the depreciation of the asset.  

 
Candidates provided mixed answers to this part of the question. Well prepared candidates provided satisfactory 
answers with sound arguments and thus had no difficulty in scoring well. However, some candidates provided  
answers which lacked substance and claimed that all events should give rise to taxation. 
 
Part (b) required candidates to state:  
 

(i) If email confirmation of the tax treatment from the Tax Office may be formally relied on. Most candidates 
correctly answered that this is not sufficient and a formal tax ruling should be sought. 

 
(ii) If transfer pricing (TP) documentation gives 100% security to taxpayers –Candidates generally correctly 

identified that TP documentation only protects taxpayers from the 50% penalty rate whilst the overall 
pricing level may still be challenged. 
 

  
 


