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General Comments 
The examination consisted of five questions. Section A, which was compulsory for all candidates, contained 
question 1 for 35 marks and question 2 for 25 marks. Section B comprised three further questions of 20 marks 
each, from which candidates had to choose two. 
 
All candidates attempted four full 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 or poor exam technique, as 
opposed to time pressure. 
 
Candidates performed particularly well on questions 1(b)(iv), 2(b), 2(c), 2(d), 3(i), 3(iii), 3(iv), 4(c), 4(f) and 
5(a). The questions candidates found most challenging were questions 3ii, 3vi, 4a, 4b and 4d. This is mainly 
due to candidates not understanding core syllabus areas well enough, a lack of technical knowledge and also due 
to a failure to read question requirements carefully. Particularly question parts 4a and 4b examined a new topic 
for the syllabus that was not examined in June 2014, and hence as a new topic area should have been 
prioritised by candidates. One thing that was apparent especially from question 1 was the lack of preparation and 
knowledge surrounding VAT, which is historically an area of weakness in the P6 paper.  
 
As in previous sittings, a number of common issues arose in candidate’s answers: 
 

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

 Poor time management between questions, some candidates wrote far too much for some questions and 
this put them under time pressure to finish remaining questions. 

 Not learning lessons from earlier examiner’s reports and hence making the same mistakes, especially in 
relation to audit risk.   

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

 
 
Specific Comments 
 
Question One 
This 35-mark question was based on Tanaz, a resident of Dubai, who was considering whether to purchase a 
building in Cyprus personally or whether to purchase the shares of the company owning the building. The various 
floors of the building would be used for different purposes and candidates had to contrast for each purposes the 
tax and VAT consequences of these two options.  
 
 
 
 
Majority of the candidates were awarded the 4 marks available for format and presentation. To obtain these, the 
format of the memorandum should have been produced and the answers laid out clearly for each question part. 
The language had to be professional and concise, and the handwriting clear. A minority of candidates did not 
produce the memorandum format and did not therefore obtain the 2 format marks. This is a key part of exam 
technique. Given that the ultimate purpose is to pass the exam, with 50 being the pass mark, these 4 marks 
should be the first targeted in answers. There is no excuse really for not producing the memorandum or 
communicating effectively therein.   
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Part (a) for 2 marks required candidates to understand that by purchasing the shares in ADL, Tanaz would not 
have to pay land transfer fees and VAT, when compared to acquiring the building in her own name. Most 
candidates correctly noted the fact that land transfer fees would be a benefit. Stronger candidates also picked up 
on the VAT benefit. Many answers incorrectly included stamp duty and capital gains tax as benefits, neither of 
which is avoided. Stamp duty would apply regardless of whether the  agreement is  for the acquisition of the 
shares or the building. It would not apply if no agreement existed. Capital gains tax burdens the seller and not 
the buyer, if it applies at all, and therefore has no impact on Tanaz.  
 
Part (b)(i) for 7 marks examined the tax implications in the case that the ground floor was rented to a third party. 
Most candidates correctly explained that the rental income would be taxable in both scenarios (either for ADL or 
for Tanaz personally). Weaker candidates failed to note that in the case that Tanaz purchased the building in her 
own, the rental income would constitute Cyprus source income and would be taxable in Cyprus. Another 
common mistake was to state that Tanaz would be subject to special defence contribution (SDC) on the rental 
income – this would not be the case given that Tanaz is not a Cyprus tax resident and therefore SDC would not 
apply to her.  
 
In the majority of answers, the VAT impact of the rental if ADL was the lessor was not discussed. Many 
candidates correctly stated that the rental income was exempt for VAT purposes. However, they did not go one 
step further to explain that the input VAT that related to the ground floor would therefore not be recoverable given 
that it related to an exempt supply. This was worth 1,5 marks.  
 
In looking at the case where Tanaz purchased the shares to ADL, a small but significant number of answers only 
discussed the income that Tanaz would potentially receive in the form of dividends from ADL, and stated nothing 
about how ADL itself would be taxed on the rental income, missing out on what were easy marks. Candidates 
should read the requirements more carefully.   
 
Another thing to note is the following. In many cases candidates correctly stated that the rental income would be 
taxable in Cyprus, but then failed to explain in detail how this was taxable, i.e. by discussing the deductions that 
were available. Once again, this would have ruled out marks, which were otherwise attainable. If candidates 
were not in such a rush to address the requirement (think more and write less) performance could have notably 
improved.   
 
Part (b)(ii) for 3 marks required candidates to appreciate that the renting of one of the first floor offices for free to 
a related party would have triggered arm’s length principles and resulted in notional rental income being applied. 
In most cases, this question part was well answered. In practise the Department of Taxation in Cyprus does not 
apply notional rent where Tanaz personally would rent the floor for free to a related company, although this is not 
what the legislation strictly provides for. Where candidates stated this in their answer, full marks were awarded, 
given that they correctly stated the tax implications in the case where Tanaz purchased the shares and 
consequently ADL would rent the property to a related company.  
 
Part 1(b)(iii) was worth 8 marks and examined the tax implications where one of the offices on the first floor was 
sold to a third party. This required in turn a discussion of the badges of trade, and given the short time period, 
between purchase and sale, the transaction would have been considered a trading one for Tanaz. This would also 
be the case where ADL sold the office.  
 
In the majority of cases candidates correctly explained the badges of trade and concluded that this was a trading 
transaction. Weaker candidates stated that the sale would be taxable under capital gains tax, without any 
discussion of the badges of trade.  
 
In most cases, the VAT implications lacked depth. Many answers did not even address the VAT, even to state 
that the sale would attract 19% VAT. A small but significant number of answers incorrectly concluded that in the 
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case Tanaz purchased the building outright, she would charge no VAT on the sale of the office because she was 
not VAT registered, thus not considering the need for Tanaz to register and charge VAT. The requirement 
explicitly requested VAT to be discussed, and therefore such omission would only have resulted from a rush to 
finish the answer without reviewing whether all areas of the requirement were addressed. Once again, this results 
from poor exam technique. Those who did discuss that output VAT would have to be charged did not go that 
one-step further to discuss that the related input VAT is deductible.  
 
Many answers also referred to the need for ADL to prepare a balancing statement for the sale of the office. This 
would only have been the case if the office were a fixed asset of ADL on which capital allowances were claimed. 
The question scenario states that the building was held by ADL as inventory and as such there would be no 
obligation for a balancing statement.  
 
Part (b)(iv) for 4 marks required candidates to address the tax implications where Tanaz would retain the top 
floor apartment for her own use. The majority of answers correctly noted that no tax issues would arise in the 
case where Tanaz purchased the building in her own name. Weaker answers discussed that capital gains tax and 
VAT would be chargeable in this case, which clearly is not the case. 
 
Where the shares of ADL were purchased, the use of the top floor by Tanaz would be considered a benefit in 
kind. The majority of answers correctly noted this but then incorrectly stated that this would give rise to a 9% 
benefit on the value of the rent. The 9% benefit only arises where Tanaz would have a debit balance with the 
company – this is not the case here as a notional rent for tax purposes would not result in a debit balance in the 
ADL’s ledger. Stronger candidates also picked up on the fact that ADL would not be allowed capital allowances 
and that any related interest would be restricted.  
 
Only a handful of candidates noted the requirement for a self-supply to be accounted for VAT purposes. This 
followed the more general trend of candidates ignoring the VAT consequences when discussing each scenario. 
 
Part (c)(i) for 5 marks examined the tax implication of royalty payments where the franchise was used within and 
outside of Cyprus. This question part produced mixed replies. The most common error, made by the large 
majority of answers, was to apply the intellectual property (IP) box and the deemed 80% deduction. This would 
only apply where the IP is owned by EMC. This is not the case – EMC is leasing the IP, the ownership of which 
remains with EFP in Dubai. Some stronger replies correctly noted this.  
 
Most candidates correctly noted that a 10% withholding tax applied to the income from the sub-leasing where 
this arose from the use of the IP in Cyprus. Weaker candidates made reference to a special mode of taxation of a 
reduced rate of 10%. This is misleading and does not show a correct understanding of the tax treatment. The 
10% rate does not constitute a reduced tax rate for EMC, which would be subject to the 12,5% corporation tax 
rate. The 10% is a withholding tax rate and applies to the tax obligations of EFP on Cyprus source income. In 
such a case however, the provisions of the double tax treaty with the United Arab Emirates would also need to be 
reviewed to ascertain whether this 10% would be reduced, a point picked up only in the case of a handful of 
scripts.   
 
Stronger candidates also correctly explained that no withholding tax would apply where the franchise was used 
outside of Cyprus.   
 
Part (c)(ii) for 2 marks examined the general B2B place of supply rule and was well answered. Weaker 
candidates failed to note the requirement for EMC to apply the reverse charge. A common error was for 
candidates to state that the recipient of the service was EFP, Dubai, and thus outside the scope of VAT. This is 
not the case. The service is received by EFP in Cyprus and therefore the place of supply is Cyprus, where the 
recipient is established.  
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Question Two 
This 25-mark question was based on Joanna and covered the topics of double tax relief, arm’s length 
transactions, taxation of back-to-back loans, as well as tax planning based on double tax treaty provisions and 
other criteria. 
Part (a) for 3 marks required candidates to explain the two methods of double tax relief found in double tax 
treaties. The majority of answers correctly explained the ‘credit method’. Only a handful of stronger candidates 
were aware of the ‘exemption method’. Most candidates stated that the second method was the ‘debit method’ or 
the ‘withholding tax method’ and provided certain explanations, all of which were incorrect.  
 
Part (b) for 2 marks required candidates to discuss how the Cyprus tax legislation provides unilateral relief in 
cases where a double tax treaty did not exist. This was generally well answered, with the majority of candidates 
correctly understanding that such relief is available. A common error was to state that the full amount of overseas 
tax paid was available for relief in Cyprus, whereas the legislation limits the relief to the amount of Cyprus tax 
imposed. Weak candidates incorrectly stated that no relief would be provided where no double tax treaty existed.  
 
Part (c) for 3 marks attempted to see whether candidates understood that double tax treaties do not impose tax, 
but only state which country has the taxing rights, and in some cases limiting the tax that could be imposed. 
Therefore if Cyprus was allowed under the double tax treaty with Ildoria to impose a 10% withholding tax on 
dividends, this is not an obligation to impose 10%, but limits any withholding that would apply under Cyprus 
local law, to this 10% rate, if the local law rate was higher. One would have to look at Cyprus’s local legislation 
to see what the withholding rate would be – in this case, no withholding tax applies. The taxpayer would always 
be entitled to the most beneficial rate between the double tax treaty and the local legislation.  
 
In fact most answers correctly addressed this point. In a large number of cases, candidates limited their answers 
to that no SDC withholding tax applies where a dividend is provided to a non-Cyprus tax resident person. 
Although this statement is correct, it does not have the sufficient depth of the answer required to achieve full 
marks.  
 
Part (d) was worth 3 marks and examined candidates’ understanding of arm’s length principals, when applied to 
cross border rates of interest. Candidates performed particularly well in this question part, showing a solid 
understanding of the need to apply arm’s length principles to related party transactions. Weaker candidates 
stated that the 5% rate was acceptable because it was greater than the 3% withholding rate as per the double 
tax treaty. This scored no marks. The double tax treaty rate has no bearing on what rate should be considered as 
being arm’s length, which has to do with market forces alone.  
 
Part (e) was worth 5 marks and required candidates to explain the provisions of back-to-back lending, and to 
calculate the Cyprus tax payable, including the impact of the Ildorian withholding tax on interest, in a given 
structure.  Answers to this question part were generally good. In most cases, the back-to-back lending was 
explained well, although a common error was to apply a rate of 5,35% on interest receivable and 5% on interest 
payable in the calculation, rather than the 5% and 4,65% that the scenario clearly implied, although the net 
margin remains the same.  
 
A common error noted was to state that interest income is taxable under SDC at 30% rather than corporation tax. 
It is clear that financing is closely related to the business of Mardon and as such the interest income would be 
considered for tax purposes as business income and taxed under corporation tax. Another error noted in a few 
cases was for candidates to use the 0,125% rate as the minimum margin, which only applies to higher value 
loans. The 0,35% margin was the correct one to use in this case. Weaker candidates calculated the tax payable 
without considering any interest deduction on the loan payable. Weaker candidates also applied the 3% 
withholding tax on the margin rather than on the gross interest receivable. 
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Part (f) worth 9 marks required candidates to consider a tax effective structure in order to minimise the taxation, 
and at the same time ensure that Mardon Ltd was considered the beneficial owner of the interest. The clue was 
provided in the question when it stated that at least 60% of the funds lent should be from its share capital. Many 
candidates picked up on this point and combined it with the deduction allowable under Cyprus tax law on 
interest payable where the loan was used for the purchase of a 100% subsidiary, recommending to interpose a 
100% subsidiary company.  
 
The other clue in the question was that the dividend withholding rate of 10% applied by Ildoria was greater than 
that applied on interest, being 3%. Currently Mardon had €10m of loan receivable against a €4m loan payable. 
Therefore the interest income far outweighs the interest expense. Even if one factors in that the interest income is 
taxable in Cyprus under corporation tax whereas dividends is not taxable, it should have been clear that tax 
efficiencies would result from a restructuring that would increase the interest expense, rather than a restructuring 
that would obtain dividend income. As such, it would be better for the new Cyprus company (NewCo) to lend all 
of its equity to Danwek, at the agreed 5% rate. This would have resulted in €10m of loan payable in Mardon and 
€10m of loan receivable in NewCo, with a 0,35% margin between them and group relief ensuring maximum 
efficiencies.  
 
For this structure to work, the Mardon and the new Cyprus company would apply group relief. Many answers 
correctly recommended interposing the new company but then the majority of them did not discuss group relief – 
they stated that the 0,35% tax would continue to apply, but failed to explain how it would apply, which was 
worth 1,5 marks. The group relief is an integral part of why this structure works. 
 
A significant number of answers concluded that the newly incorporated Cyprus company should inject 60% of its 
equity into Danwek and lend the remaining amount, which would have reduced the risk of Ildoria not considering 
it as the beneficial owner of the interest, but no tax efficiencies would result, which was one of the requirements.  
 
 
 
 
 
 
Question Three 
This 20-mark question was based on Germagio Cyprus Public Company Ltd (GCP), which was a publicly listed 
company. The question tested the areas of employment income, including benefits-in-kind, as well as the owner’s 
benefit for income tax purposes. 
 
Part (i) was worth 3 marks and examined the taxability of a future option on company shares given to an 
employee as part of her remuneration package. This question part was well answered. The majority of answers 
correctly stated that this was a taxable benefit upon exercising the option, and correctly stated the value of the 
benefit, although the latter was omitted in many of the answers.  Weaker candidates incorrectly stated that the 
mere granting of the option resulted in a taxable benefit. This is not the case, as the option must be exercised for 
a taxable benefit to arise.  
 
Part (ii) for 2 marks examined the granting of rights and bonus shares issue to the company shareholders, which 
included some employees. This question part was not well answered, as the majority of candidates were not 
aware that this would not result in any taxation. A common error was to sate that the granting of the rights issue 
and bonus shares resulted in a taxable benefit, with the 10% discount on the current market value of the shares 
being the value of the benefit.  
 
Part (iii) for 3 marks examined the taxation of redundancy payments. The rule is that if these were provided for in 
an employment agreement, they would be taxable. The majority of candidates  correctly stated this, i.e. that the 
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two months redundancy pay would be taxable and the other four months would not be taxable. Weaker 
candidates stated the exact opposite, resulting in no marks being awarded. With regards to the deductibility of 
these costs for the company, the most common error was to state that the four months redundancy pay would 
not be tax deductible. In practise, this would be made to avoid future legal battles with the employees and as 
such the cost is made for the purposes of the business and should be tax allowable. Some weaker candidates did 
not discuss at all the tax implications for GCP, despite this being explicitly requested in the requirement.  
 
Part (iv) for 1 mark relating to the recovery of the legal costs was correctly answered by almost all candidates.  
 
Part (v) for 6 marks examined the so-called owner’s benefit, resulting from buildings being constructed on one’s 
land, the ownership of which would revert to the lessor upon expiration of the lease agreement. The rental 
income was not the subject of the requirement, only the owner’s benefit. As such, a significant number of 
candidates had not familiarised themselves with the taxation of the owner’s benefit with answers discussing 
capital gains tax, immovable property tax, VAT, SDC and corporation tax of the rental income, none of which 
were relevant and scored no marks.  
 
Of the candidates that did discuss the owner’s benefit, answers were generally good and covered the majority of 
the points. Common errors included not stating that the benefit would be valued by the Commissioner of 
Taxation, or incorrectly stating that the benefit would also be assessable under SDC, as if it were rental income. 
Weaker candidates stated that Rotso would be allowed to deduct capital allowances instead of GCP, omitting to 
thus state that Rotso could deduct the capital expenditure over the life of the lease.  
 
Part (vi) for 5 marks was a follow-up question to part (v) and required candidates to explain the tax implications 
of GCP selling the land during the lease period. This required candidates to explain how the unassessed balance 
of the owner’s benefit would be taxable. Candidates performed poorly on this question part, as it was clear that 
the large majority of them had not revised this specific aspect of the tax legislation. Given that the method of 
assessing and taxing the remaining owner’s benefit is specific, candidates that were not aware of the tax 
treatment produced irrelevant answers, covering capital gains tax, immovable property tax, VAT, accounting 
profits for SDC, as well as potential legal issues of selling the land under a long-term lease, all of which had no 
application to the requirement. There were only a handful of candidates that showed a good understanding of 
this area of the syllabus.  
 
 
Question Four 
This 20-mark question was based on Panayiotis and his innovative business. It tested candidates’ knowledge on 
innovative businesses, trusts and certain aspects of VAT.  
 
Part (a) for 5 marks required candidates to explain what an innovative business was and how the R&D 
expenditure of PDC should be treated for tax purposes. ‘Innovative businesses’ was an addition to the P6 syllabus 
for the 2015 exams. This was not examined in the June sitting so it was  expected that candidates would be 
aware of the definition and tax implications of such businesses. Candidates clearly showed a lack of preparation. 
Only a handful of answers correctly gave the definition and implications, although many answers did correctly 
state that the R&D would be tax deductible. Weaker candidates incorrectly stated that the research expenses 
were tax deductible but that the development expenses had to be capitalised.  
 
Given that the company was stated as having no income, candidates who stated that the expenses were 
deductible did not go the extra step to state that these would allow for a taxable loss which could be carried 
forward in future and set-off against taxable gains within the next 5 tax years. Weaker candidates also discussed 
the tax treatment for intellectual property in this question part, something that is not applicable to the question 



 
 
 

Examiner’s report – P6 (CYP) December 2015  7

scenario, and was probably a knee-jerk reaction to wanting to put pen to paper, without carefully reading the 
scenario and understanding the requirements.  
 
Part (b) for 1 mark examined candidates’ knowledge of the tax deduction afforded in the legislation for the 
purchase of shares in innovative businesses. Once again, candidates were unprepared. Most noted that such 
purchase would be free from capital gains tax, which in any case would not apply to CPP, which was purchasing 
the shares; or free from land transfer fees, which clearly does not apply to the purchase of shares.  
 
Part (c) for 3 marks examined candidates’ understanding of the workings of a trust. Answers were overall good, 
showing a correct understanding that a trust is a transparent entity and that the interest income would be taxable 
in the name of the beneficiary, Eleni, with the trustees acting as representatives. The majority of answers also 
correctly stated that it did not matter that the interest was capitalised – it would still be taxable given that SDC 
applies on an accruals basis.   
 
A common error was not to fully explain the tax treatment. For example, some answers stated that the income 
would be subject to SDC at 30%, which is correct and which earned half a mark. However the explanation that a 
trust is a transparent entity and that the trustees would pay the tax as representatives of Eleni also carried marks 
and candidates were required to state these in order to obtain them. Weaker candidates incorrectly treated the 
trust as a company and discussed corporation tax. 
 
Part (d) for 3 marks examined two things. The first was the B2C place of supply rule for intermediary services. 
The second was that the underlying transaction was exempt from VAT given that it related to shares. In order to 
attain full marks candidates were required to correctly state both.  Answers were generally poor, VAT historically 
being an area of concern for the P6 exam.  
 
Candidates in most cases were aware that this was a B2C supply of a service but then many followed the B2C 
basic rule of where the supplier was established, recommending that UK VAT should be applied. A few of the 
stronger candidates correctly stated the place of supply was where the underlying transaction took place, and 
that this was Cyprus. a very limited number of scripts then went on and discussed the exempt underlying supply. 
Weaker candidates treated the transaction as a B2B service, which is not the case as Panayiotis is not acting as 
a taxable person, recommending that Panayiotis register for VAT and apply the reverse charge, which is incorrect.  
 
One thing noted in a significant number of scripts was a ‘catchall’ answer, along the lines of “if it is a B2B then 
the treatment is … and if it is a B2C then the treatment is …”. Such answers do not show knowledge and would 
not score well. Candidates should generally avoid such types of responses.  
 
Part (e) for 5 marks examined again the workings of a trust, but in this case the trust would capitalise a loan, 
becoming the 99% shareholder in a Cyprus company with immovable property, and then selling the shares, 
incurring capital gains tax. Candidates had to note that Eleni, as beneficiary of the trust, would be the one liable 
for the capital gains tax, together with Panayiotis who held directly the other 1%. Answers were varied. 
Candidates in most cases correctly pointed out that CGT would apply, although then they did not explain how 
Eleni would be liable to this tax, an explanation which carried marks, nor referred to the life-time exemption 
available. Weaker candidates only discussed that Panayiotis would be liable to CGT and did not make reference 
to Eleni at all. A small but significant number of answers incorrectly stated that this was a reorganisation 
scheme, discussing the exemptions therein.  
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Part (f) for 3 marks examined group registration for VAT. It was pleasing to see that candidates were generally 
aware of the criteria, the benefits and drawback of group VAT registration. The most common error was to apply 
the group relief criteria for direct tax to the requirements for VAT group registration. Stronger candidates were 
able to provide the full explanation, including the requirement to be legally independent, but closely bound to one 
another by financial, economic and organisational links. One common error noted was for answers to state that 
‘transactions between the VAT group members would be made without invoicing’ – this is not the case. Such 
transactions would be outside the scope of VAT, but there should still be an invoice from one company to 
another, just without VAT.  
 
 
Question Five 
This 20-mark question was based on Tryfonas and tested candidates’ knowledge of aspects of personal taxation. 
 
Part (a) for 2 marks asked whether Tryfonas was eligible for a relief for first employment. Around half the 
answers incorrectly stated that he was not eligible given that this relief is only available to persons that were not 
Cyprus tax-resident before the start of their employment. Tryfonas was studying at the University of Cyprus and it 
thus follows that he was tax resident of Cyprus and not eligible. Those that wrote the incorrect answer could 
perhaps have benefited from spending more time to consider the requirements and not rushing to produce the 
answer. The incorrect answer was not only a characteristic of candidates that chose this question as their last, 
and were probably under some time pressure to complete the exam within the 3 hours, but was also prominent 
in answers where question 5 was attempted as the first or second question.  
 
A significant number of candidates only considered the 90-day rule for part (a), which does not follow from the 
requirements, and most probably caused by not reading them thoroughly.  
 
Part (b) was worth 12 marks and required candidates to calculate the gross salary of Tryfonas based on the 
required net salary. The calculation was made more difficult as Tryfonas was also eligible for the 90-day rule 
exemption. There was also a benefit-in-kind which, was requested to be excluded from the calculation given that 
this would have increased the complexity of the calculation significantly, without adding real value for 
examination purposes. This type of calculation is common for employment contracts in the international business 
sector in Cyprus and it is thus important for candidates to understand how this should be calculated.   
 
The solution required a solid understanding of how the tax computation is made. Starting with the gross salary, 
the calculation would deduct the income that is exempt, as well as allowable deductions and any personal 
allowances, after which the tax could be calculated. What is left if the net salary, and candidates would have to 
work backwards.  
 
Even though very few candidates managed to obtain the correct answer, most candidates made a good attempt 
by analysing things separately such as the social insurance being on the maximum, or discussing the 90-day 
rule, resulted in marks being awarded even before any calculation was made. Candidates were awarded marks 
for the calculation itself, and were not penalised for consequential errors, i.e. where incorrect figures had 
previously been calculated and were used in the formula. Most candidates managed at least 4,5-6 for this 
question part, which was a good attempt.  
 
Weaker answers included the first time employment exemptions in the calculation, notably the 50% of salary 
greater than €100.000, which was not applicable for Tryfonas as he was Cyprus tax resident before he 
commenced his employment. Some candidates tried to achieve the solution through trial and error rather than 
through a formula, which would be time consuming. 
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Part (c) for 6 marks was a follow-on question from part (b) and required candidates to calculate the cost of 
Tryfona’s employment package from the point of view of the employer. Candidates had to consider the 
employer’s social insurance and other employer’s contributions, the tax benefit that the employer would receive 
from the deductibility of the emoluments and related costs, as well as the cost of providing the car to Tryfonas.  
 
The most common error was to include only 50% of the cost of the car in the calculation and not the full amount 
– regardless of the benefit-in-kind calculation for the purposes of Tryfonas’s personal taxation, the entire €30.000 
would be a cost to the employer and therefore the entire amount should be included in the calculation.  
 
Another common error, albeit to a lesser extent, was to include the central holiday fund in the calculation even 
though the requirements explicitly state that EDB is exempt from this fund. Again candidates should think more 
and write less, considering carefully all the information provided to them.  
  


