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General 
 
The examination consisted of five compulsory questions of 30 marks, 25 marks, 20 marks, 15 marks and 
10marks respectively. The focus was on the broad application of the legislation in tax computations with a 
reasonable discussion component. 
 
Candidates were generally unable to apply their taxation knowledge to the particular question scenarios. 
Candidates are advised to be familiar with the changes to the tax legislation from one year of assessment to the 
next. Many candidates made use of tax legislation applicable to the 2012 year of assessment instead of 2013 
year of assessments.  
 
The followings are some of the issues arose in candidate’s answer and advice for future candidates: 
 

 Candidates did not provide workings or detailed calculations to support their answers.  
 Where workings were provided these were generally inadequately laid out, which often made it difficult 

to follow through candidates approach especially where principle marks were awarded.  
 Candidates should ensure that question requirements are carefully read and are understood.  
 Candidates should use the mark allocation of each question as a guide to the length and depth of 

answers provided.  
 It is suggested that candidates should provide substantiate calculations with short reasons, which 

indicates to the marker that the candidate understands the principles of application.   
 
 
Question One 
(a) Two tests for determining residence of a natural person  

 
 Generally candidates either discussed the ordinarily residence test or the physical presence, not 

both.  
 Where candidates discussed the physical presence test, candidates used a range of days (92, 

95, 183, 330) to assess the criteria. Candidates should ensure that they understand the 
requirements of the physical presence test. 
 

(b)  Employees tax  
 

This is a fairly well answered question. Some candidates calculated Taxable Income, in both part 1a) and 1b). 
Candidates should ensure that they understand the difference between employee’s tax and tax payable. 
Candidates should ensure that they are able to calculate remuneration and balance of remuneration for the 
purposes of employees tax. Many candidates included foreign dividends in the calculation of balance of 
remuneration. A key point in calculating employees tax is understanding the definition of remuneration as defined 
in the Fourth Schedule to the Income Tax Act.Retirement Annuity Fund Contributions – candidates reduced the 
non-retirement funding employment income for the purposes of calculating the s11(n) deduction by the cash 
salary of R48 000. This indicated a lack of understanding on candidate’s part of the concept of retirement 
funding employment. Medical Expenses - candidates in calculating balance of remuneration subtracted a s18 
deduction from remuneration. Candidates should ensure that they are familiar with the changes to the tax 
legislation for the year of assessment ended 28 February 2013 and particular the s18 deductions. Despite the 
fact that candidates reduced balance of remuneration by the medical contributions made by Rina, most 
candidates did not reduce the tax per the tax tables by the s6A medical aid credit for the contributions made by 
Rina. Some candidates did not calculate tax per the tables nor reduce the employees tax by the rebates (primary 
and medical aid credit) applicable. This indicates a lack of understanding of the principle underlying the purpose 
and collection of employees tax as an advance collection of a taxpayers ultimate tax liability.   
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(b)  Normal Tax Liability  

 
This is answered fairly well but some concerns were noted that candidates applied the R3 700 exemption in 
terms of s10(1)(i)(xv) to the foreign dividends received instead of the s10(3) exemption.  
 
Candidates limited the s18 medical deduction to the medical expenses as exceeds 7.5% of taxable income 
despite the fact that the taxpayer had a disabled dependant. In both cases candidates should apply the tax 
legislation applicable to the relevant year of assessment.  
 
Question Two 
(a)  Residence of a company 

 
Many candidates were able to define when a company is resident for tax purposes, however some failed to 
explain how each alternative test is applied.  
 
(b) Calculation of taxable income for Science  Co Ltd  

 
This question required candidates to have solutions which were well laid out and candidates performed well in 
this question with well-structured and presented workings.  

Areas where candidates found difficulties were:   
 Suspensive sale arrangements and the relating debtors allowance. To a large extent 

candidates did not include these in solutions.  
 Research and development expenditure in terms of s11D, candidates did not apply the 

150% deduction to all research and development expenses. Also candidates failed to 
identify that if amounts (marketing expenses) are not allowed as a deduction in terms of 
s11D, the expenditure could still rank for deduction in terms of s11(a).  

 Areas where candidates failed to apply the principles of tax legislation:  
 Candidates apportioned the s12C allowances for months the asset was used.  
 Many candidates did not or incorrectly calculated the recoupment and taxable capital 

gain on the sale of manufacturing machine. Some candidates provided for a deferral 
of the recoupment and the capital gain, despite the fact that a replacement asset was 
purchased.  

o The purpose of a taxable income/normal tax calculation is to reduce the tax 
liability of the taxpayer therefore an assumption is that the taxpayer will 
make any election available to reduce the tax liability.  

 Many candidates failed to reduce the taxable capital gain by the assessed capital loss 
brought forward from the previous years.  

 Application of s23H in relation the prepaid expenses of the insurance payments, was 
poorly handled.  

 
( c)  Provisional Tax Payments  

 
This was answered unsatisfactorily where candidates merely calculated normal tax at a rate of 28% of taxable 
income.  

 
Majority of candidates did not address the issue that the taxpayer would like to pay the least amount of 
provisional tax. Thus in determination of the provisional tax the taxpayer would pay the least amount possible to 
avoid any penalties.  
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Furthermore candidates confused the date of second tax payments for a company and an individual. The second 
provisional tax payment for an individual is 28 February and for company the end of the year of assessment. In 
this question the year of assessment ended at 31 March 2013.   
 
Question Three 
(a) i) Capital Gains Tax (Joan Ogilvy) 

  
 Majority of candidates failed to apply the small business exclusion to the sale of the asset, 

despite Joan meeting the requirements of the exclusion.  
 Furthermore candidates did not reduce the arm’s length price of R650 000 by VAT. Arm’s 

length price is always deemed to be inclusive of VAT. As Joan is a VAT vendor, this market 
value must be reduced by the Output VAT payable.  

 Candidates also struggled with application of the s11(e) allowances and the follow through that 
these allowances would reduce  the base cost of the assets, while the recoupment is reduced 
from the proceeds.   

 It is suggested that candidates should deal with the issues in a scenario as this one on a 
separate basis and then consolidate. I.e. first calculate the capital allowances claimed, and then 
calculate the recoupment, which is a determinable based on the capital allowances granted and 
finally deal with the capital gains tax.  

 Candidates failed to display a level of understanding of why the capital allowances and 
recoupments are excluded from base cost and proceeds.  

 
(b) Capital Gains Tax Pre-Valuation Date Assets 

 
 Many candidates did not apply nor discuss the spousal roll over relief which was available to 

Joan.  
 Candidates were able to calculate the time apportionment base cost (TABC) of the Betty’s Bay 

House fairly well.  
 Candidates however should ensure that when calculating a formula such as TABC that workings 

are laid out in such a manner that is both easy and convenient to follow through.   
 Few candidates indicated that the pre-valuation date value would be the higher of the TABC and 

20% of proceeds less selling expenses and merely used the TABC as the base cost.  
 In addition to this a large proportion of candidates failed to add the post valuation date 

expenditure to the prevaluation date value of the asset in the determination of base cost.  
 Candidates should ensure that they have an appropriate grasp of Capital Gains Tax principles, in 

particular the definition of proceeds and base cost.  
 
Question Four 
This is generally answered satisfactorily. 
 
(a) When a branch may be classified as ‘independent’ for value-added tax (VAT) 

 
 Candidates were able to explain what is meant by the term ‘independent’ very well.  
 Candidates however lacked the ability to appropriately explain and substantiate what the 

implications of this status would mean for the branch and the head office.  
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(b) Calculate input and output VAT 
 

Candidates in answering this question did not show the difference between input tax and output tax.  
They should ensure that the question scenario is understood especially where amounts provided are inclusive or 
exclusive of VAT.  
 
This is important to determine when to use the tax fraction (14/114) or 14% for the purposes of calculating VAT.  
Many candidates failed to indicate where a transaction had no VAT consequences nor provide reasons as 
required.  
 
Some candidates indicated that input tax is claimed on the March rental, despite the invoice falling outside of the 
VAT period. 

 
Candidates should ensure that they are familiar with the tax consequences of where goods are supplied to a 
branch; where the branch is independent or not.  

 Where the branch is ‘independent’ VAT is levied when the goods are supplied.  
 If the branch is not ‘independent’ the supply will only be subject to VAT when sold to 

third parties.  
 Furthermore if the supply of goods is made to an export branch which is independent, 

this is an export sale which is zero-rated for VAT purposes.  
In answering a VAT question candidates solutions must generally address whether the supply is a 
‘supply‘ at 14%, 0% or is exempt; the time of supply and the value of supply.  

(b)  Payment due to SARS and its  due date. 
 

 Candidates should ensure that they have an appropriate grasp of understanding of tax 
compliance related matters.  

 Some candidates confused the 7 day filling period of employees tax to the VAT return filling 
requirements.  

 On the other hand some candidates indicated that the return would need to be filed by the 25 
June, despite the fact that the question stated that the return would be filed electronically via e-
filing. E-filing VAT returns are submitted on the last working day of the month following the end 
of the VAT period.  
 

 
Question Five 
This is a well answered question. Candidates generally attempted this question first, which indicated a good 
exam technique and plan executed by candidates to gain maximum marks.  
 
 


