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General Comments 
This examination diet is the last diet, with only 20 candidates taking the examination.  Performance was 
generally satisfactory. 
 
The questions in this paper were practically set and case-oriented, with the requirements of the questions broken 
up as specific as possible.  Section A covered a very broad scope of the syllabus including Question 1 on 
enterprise income tax (EIT), business tax (BT), value added tax (VAT) and stamp duty (SD); and Question 2 on 
EIT, BT and VAT.  These two questions added up to a total mark of 64, with very few marks being awarded to 
computations.  Total marks awarded to Section B were 36 only and thus candidates had to score average marks 
from Section A in order to get a pass.  Candidates were expected to demonstrate their competence in mastering 
the fundamental tax concepts and their abilities in analysing the questions and presenting their answers with 
logics and principles rather than detailed calculations.  Marks were available for professional skills in questions 1 
and 2.  In order to earn these marks candidates had to satisfy the requirement in relation to the format of the 
document requested (a report in question 1 and a letter in question 2); and to provide clear answers with logical 
conclusions. 
 
Specific Comments 
 
Question One 
This The question examined candidates’ knowledge of the tax treatment of the sale and lease of production plant, 
contribution of plant as capital; and sale and lease back arrangement.  Most candidates were able to 
demonstrate a good understanding of the tax implications, but they were rather weak at tax planning.  Common 
mistakes include: 
 
– wrong calculation of the tax payable; 
– not able to analyse and advise whether the company is entitled to any tax exemptions; 
– could not distinguish between finance lease and operating lease, and the related tax implications; 
– did not understand who could claim the depreciation allowance; 
– did not understand the tax implications of sharing or not sharing business risk; 
– some candidates simply repeated the facts given in the question rather than gave the  answers; 
– could not advise how the tax liabilities could be minimised; 
– did not answer in the required format, i.e. not using report format; and 
– a lot of answers with report format were found to have no ending or conclusion. 
 
Question Two 
The question focused on Individual Income Tax (IIT), BT, SD and EIT implications of sale of residential 
properties.  In general, performance was poor.  Candidates’ poor performance was mainly due to the failure to 
appreciate and address the following issues: 
 
– how the profits from advance sales of properties should be predetermined; 
– how the income from the sale of real estate under different payment terms should be recognised; 
– the BT, EIT and SD implications arising from the leasing of properties, and the tax treatment of uncollectible 

rental income; 
– the IIT and EIT implications of the sale of the units at a discount to senior management. 
 
Question Three 
The question was set to examine candidates’ understanding of (a) the tax treatments for employment income and 
individual service income; (b) the distinction between employment income and individual service income; and (c) 
the grossing-up calculation of the IIT liabilities.  Performance was satisfactory.  Candidates were quite familiar 
with the regulations, although some of them failed to apply the regulations to the taxpayer’s case correctly. 
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Question Four 
The question examined candidates’ understanding of the implications of VAT, EIT and IIT arising from different 
promotional activities.  Part (a) required candidates to explain the turnover tax implications of concurrent sales 
activities.  Part (b) required candidates to advise on the various tax implications of each of the promotional 
activities.  Performance was satisfactory.  Part (c) required candidates to discuss the VAT implications arising 
from the write off of souvenirs as normal or abnormal loss.  Many candidates were not familiar with the tax 
implications and gave irrelevant answers. 
 
Question Five 
The question was set to examine candidates’ knowledge of IIT.  Part (a) examined the taxability of some popular 
employment benefits and income – salary and bonus, cost of living allowance, housing allowance, relocation 
allowance, home leave allowance and stock options.  Most candidates were quite familiar with the IIT treatments 
of employment benefits; although some of them could not explain their answers clearly. 
 
Part (b) examined candidates’ knowledge of IIT self reporting.  Most candidates had a good understanding of the 
requirements, although some of them could not apply the rules to the taxpayer’s case. 
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