Taxation


TAXATION 

SUGGESTED SOLUTION 

1 (a)

      Freeze Fast Sdn. Bhd., Computation of Tax Payable for YA 2003









      +

-









     RM

RM


Net profit before tax



          2,233,320



less:
other income:




Dividend





      15,120


Interest







NIL



add:
Expenses not allowed:




Salary





   NIL     




Bonus





   NIL




Professional fees:




  Protection of co’s trade mark

   NIL     




  Trade debt recovery


  
   NIL




  New lease




  13,000




  Issue of shares



    9,000




  Secretarial fees



   NIL




  Tax filing fees



   NIL     




  Accounting fees



   NIL




  Consultancy fees



   25,000




Miscellaneous expenses:




  Sub. to trade association - entrance
    
     2,000







        - annual
    
   NIL




  O’seas holiday



     6,000




  Donation




   18,000




  Theft by sales manager


   10,000




Entertainment:




  Kongsi-raya


          
               15,000




  Corporate membership - entrance
 
 120,000







     - monthly
   
    NIL




Miscellaneous expenses:




  Depreciation



  
     80,000




  Gain on sale of van

 
                              15,000




  Fine





       4,000




Lease rental - Toyota


   
     40,000





          -  Perdana


      2,000




EPF - (2% x 360,000)



      7,200




Provision for bad debts - w/off

      5,000

· general

provision
   60,000







       - recovered
                 12,000




Training and research

  
                 
     27,000




Repairs and maintenance








      - landscaping
     20,000







      - repairs

    NIL







      - renovation
     43,000




Insurance - factory



    NIL





      - importation


                 
13,000




Advertising




    NIL




Compensation



    
    NIL
 










_________           










2,712,520
82,120









   (82,120)



Adjusted income



2,630,400




Less:
Cap. All-  C/Y
60,000






     B/F
15,000


   (75,000) 




Statutory income



2,555,400




Less:
Loss B/F



   (23,000) 










_________










2,532,400




Add:
Other income





Dividend (15,120 x 100)

     21,000






         72




Aggregate income



2,553,400




Less:
Approved donation





(subject to 5% of aggregate,





if applicable)



   (18,000)



Total/chargeable income


2,535,400



Tax @28% on 2,535,400

 =       RM709,912




Less: Tax credit (28% x 21,000)
 = 
        5,880



Tax Payable



          RM704,032

1 (b) (i)
The following conditions must be fulfilled:

· he must be carrying on a business

· he must incur qualifying expenditure on the asset

· the qualifying asset must be in use for the purposes of his business at the end of the relevant basis period, and

· he must be the owner of the asset at the end of the relevant basis period.

1 (b) (ii)
Melati Sdn. Bhd. is entitled to claim both the initial and annual 


allowance since it is the owner of the building and used the 


building in the business.



IA
10%
is claimed in YA 1998 and



AA
2%
is claimed through out the leasing period, but with effect from YA 2002 is 3%.

Mawar Sdn. Bhd. is entitled to claim annual allowance upon the expiration of the lease in 2003.  Only AA at the rate of 3% or permitted fraction (1/45) whichever is higher, will be given.

1 (b) (iii)
Processing Machine



YA 03 :
Cost of machine
RM262,000





Site preparation
        22,000




Aggregate cost
RM284,000



   10% x 284,000
=
RM28,400 

Since the cost of site preparation is not more that 10% of the aggregate cost, thus qualifying plant expenditure is RM284,000






IA 20%

     (56,800)






AA 14%
     (39,760)





RE
            RM187,440

2 (a)


    
        Tax Computation for Mr. Albert




     


  YA 2003




Sec. 4b :
Employment



RM

RM




Government:





Salary




15,000





Gratuity



exempt         15,000





Clear Sdn. Bhd.: 



Sec. 13(1)(a):




Salary (10,000 x 7)



         70,000



Sec. 13(1)(b):




Car (7,000 x 4/12)


  2,333





Fuel (1,800 x 4/12)


     600





Driver (300x 4)


  1,200





Furniture (3,360 x 4/12)

  1,120





Medical for child


exempt





Dental for wife


            exempt





Leave passage - 3 local

exempt







   - 1overseas







       (3,600 - 3,000)
     600
        5,853



Sec. 13(1)(c):




Accomodation





DV = 48,000 x 7/12
= 28,000






or


        take the lowest





           30% x 70,000

= 21,000     21,000 x 4/7     12,000


Gross/Statutory Income for Employment


        102,853



Sec. 4e :
Pension




         22,500




Aggregate Income



       125,353



Less:

Donation




             NA
        135,353



Less:

Personal reliefs:






Self




          8,000






Child



     

 800






EPF (mx)


                      5,000




Chargeable Income
                              111,553



Tax on the 1st RM100,000

=

          RM14,475.00



Tax on the balance 11,553 @27%
=

       
      3,119.31


Tax Payable





          RM17,594.31
Tax Computation for Mrs. Albert
YA 2003












RM
Sec. 4a
:
Adjusted income




NIL




Loss c/f to YA 2004


RM8,000
Sec. 4c
:
Dividend (gross) (21,600 x 100/72)


30,000

Sec. 4d
:
Rental






18,000



Aggregate Income




48,000


Less
:
CY Loss Sec. 44(2)




(3,000) 











45,000


Less
:
App. donation Sec. 44(6)



   (800) 




Total Income





44,200


Less
:
Personal relief:




Self






(8,000)




Child (son)





   (800) 




Education insurance




(3,000)


Chargeable Income






32,400

Tax on the 1st RM20,000

RM475.00


Tax on the balance
12,400 @7%
     868.00






  1,343.00


Less:
Rebate


       
        (350) 



Computer


        (400) 



Tax Payable 


RM593.00
2 (b)
Compensation received is fully exempt from tax if the reason for termination of job is due to ill health.


Other than the above, the amount exempted will be RM6,000 for each completed year of service in a company or group of companies.

3 (a)  
The responsibilities of an employer in respect of its employees are as follows:

· Section 83(2) – to give notice of an employee who has commenced employment within one month from the commencement date - use form CP22.

· Section 83(3) – to give notice of an employee who has ceased or is about to cease employment within one month prior to date of the cessation – use form CP22A .

· Section 83(4) – to give notice of an employee who is leaving Malaysia for more than three months with no intention of returning.

· Section 83(5) – to retain money payable to a terminating or departing employee for 90 days after the receipt of notice by the Director General. 

3 (b)
Wilful evasion:

· deliberate omission of any income from a return.

· making a false statement or entry in a return.

· Giving a false answer (orally or in  writing) to a question asked or to a request for information made for the purpose of the Act.

· Preparing or maintaining false books of accounts or other records, or authorizing the preparation or maintenance of false books of account or other records.

· Falsifying books of account or other records, or authorizing the falsification of books of account or other records.

· Making use of any fraud, art or contrivance, or authorizing the use of any fraud, art or contrivance.

Any 4 correct answers.                                                 
3 (c)
The penalties that can be imposed under section 114(1A) are:

· a fine not less than RM2,000 and not more than RM20,000, or

· imprisonment for  a term not exceeding 3 years, or

· both

3 (d)
Desk Audit:

A desk audit is held at the IRB office. Desk are audits normally concerned with straightforward issues or tax adjustments, which are easily dealt with via correspondence. A taxpayer may be called for an interview at the IRB office if further information is required.

Field Audit:

A field audit is one that takes place at a taxpayer’s premises. It involves the checking of the taxpayer’s business as well as non-business records. Normally, a taxpayer will be given prior notice of a field audit.

4 (a) (i)
Criteria for companies to be given MSC-status:

· They must be a provider or a heavy user of multimedia products and services.

· They must employ substantial number of knowledge workers.

· They should be able to outline how they will transfer technology and knowledge to Malaysia or contribute to the development of the MSC and the Malaysian economy.

4 (a) (ii)
Incentives available for MSC-status companies:

· Malaysian income tax exemption on statutory income for 5 years extendable to 10 years.

· 100% investment tax allowance on qualifying capital expenditure for 5 years to be utilized against statutory income for 5 years for new companies which are engaged in highly capital intensive activities or whose multimedia activities are treated as cost centres.

· No duties on importation of multimedia equipment used directly in the operation of business.

4 (b) (i)
New Vision Sdn Bhd is required under the Act to withhold tax on payments to non-residents as follows:

i) Payment of interest on loan taken will be subject to withholding tax at the rate of 15% - Section 109.

ii) Payment of rental will be subject to withholding tax at the rate of 10% under Special Classes of income – Section 109B.

iii) Progress payments made to a non-resident contractor on the contract performed in Malaysia will be subject to withholding at 10%  +  3% ( not final tax ) on the service portion of the contract. 10% is on the non-resident contractor and 3% is on its employees – Section 107A.  However, withholding tax does not apply to resident contractors.

4 (b) (ii)
Penalty for non-compliance:

· Penalty of 10% on the gross amount will be imposed on the payer if he fails to remit the amount of withholding tax to IRB within one month from the date of payment or crediting to the non-resident.

· The payment will not be allowed as a deduction in arriving at the business adjusted income of the payer until the amount of withholding tax and 10% penalty are paid to the IRB.

4 (c) (i)
Service tax is charged on taxable services provided by taxable persons in Malaysia except Langkawi, Labuan, Tioman and the Joint Development Authority.

4 (c) (ii) 
The taxable period is 2 calendar months and is payable to the Customs 


Department within 28 days after the end of the taxable period.

4 ( c) (iii)
Penalty for late payment 

Where any payment of service tax is not paid to the Customs authorities within the stipulated period, a mandatory penalty of 10% wil be imposed on any unpaid amount. If the service tax, which is due a payable, remains unpaid for more than 30 days, the penalty will be increased by a further 10% for every succeeding 30 days or part thereof, subject to a maximum of 50%.

5 (a) (i)
Transfer between Puan Anita and her two sons, Manaf and Halim is treated as a gift between related persons. Therefore, Puan Anita is not subject to real property gains tax as her disposal price is deemed to be equal to her acquisition price i.e. no gain no loss – paragraph 12.

5 (a) (ii) 
Date of acquisition: 10.8.1997

Date of disposal: 12.6.2001

Holding period:     > 3 years (disposal in the 4th  year )

Disposal Price:          ( ½ of the market value ) 140,000

Acquisition Price:                                               (50,000)

                                                                          

    _______

Chargeable Gain                                                 90,000

Less: 10% exemption                                          (9,000)

                                                                          

   _______

Net Gain                                   
                  81,000

                                                                           

    ======

RPGT payable at 15%                                         12,150

5 (a) (iii)  
This is a disposal subject to paragraph 3(b) because:

· Transfer of asset owned by Halim to a company controlled by Halim and Manaf.

· The sales consideration consists of >75% in the form of shares in the controlled company i.e. 320/360 = 89%.

· Halim is not subject to real property gains tax as the disposal price is deemed to equal to the acquisition price i.e. no gain no loss.

· However, 320,000 shares received from Harmoni Sdn Bhd are chargeable assets. Therefore disposal of these shares in future by Halim will be subject to real property gains tax.

5 (a) (iv)

	
	1st Portion
	2nd Portion

	Date of acquisition
	10.8.1997
	12.6.2001

	Date of disposal
	5.12.2002
	5.12.2002

	Holding period
	> 5 years
	Within 2 years

	
	
	

	Disposal Price
	180,000
	180,000

	Acquisition price
	(50,000)
	(140,000)

	Chargeable Gain
	130,000
	40,000

	Exemptions
	(13,000)
	(5,000)

	Net Gain
	117,000
	35,000

	RPGT rate
	0%
	30%

	RPGT payable
	Nil
	10,500


5 (b)
Paragraph 17(1)(b) – an asset is transferred for any consideration between companies in any scheme of reorganization, reconstruction or amalgamation. Therefore the acquisition price and acquisition date of Mine Sdn Bhd are as follows:

Acquisition Price:    500,000

Acquisition Date:     April 1992
















9
9

