TAXATION  

Answer 1

( i )

Computation of Tax Payable for Styles Sdn. Bhd.

Year Assessment 2004 

	
	RM
	
	RM
	

	
	+
	
	-
	

	Profit before tax
	20,186,100
	
	
	

	Adjustments:
	
	
	
	

	Installment payment (Capital)
	
	
	1,500,000
	

	Equipment for disabled
	NIL
	
	
	

	Travelling, accommodation and sustenance
	
	
	
	

	(RM200 x 4 x 2) (d/d)
	
	
	1,600
	

	Wages and salaries:
	
	
	
	

	L. Passage – local (14,000 + 30,000 + 9,000) (d/d)
	
	
	53,000
	

	                   -  overseas 
	107,000
	
	
	

	Marketing:
	
	
	
	

	       Product testing (d/d)
	
	
	26,000
	

	       Embezzlement by manager
	92,000
	
	
	

	       Embezzlement by cashier
	NIL
	
	
	

	Repairs:
	
	
	
	

	       Replacement
	NIL
	
	
	

	       Additional (within 2 yrs. Life span)
	18,000
	
	
	

	Maintenance and utilities:
	
	
	
	

	       Provision (0.8% x 68 million)
	554,000
	
	
	

	Insurance premium (d/d)
	
	
	40,000
	

	Rental (2 x 6,000)
	12,000
	
	
	

	Research and development:
	
	
	
	

	      M/Research (d/d)
	
	
	120,000
	

	      Cash contribution (d/d)
	
	
	90,000
	

	      Quality control
	
	
	NIL
	

	      Payment of services (d/d)
	
	
	280,000
	

	Depreciation:
	
	
	
	

	      Gain – lorry
	
	
	5,800
	

	      Fine – driver
	1,300
	
	
	

	      Loss – computer
	2,400
	
	
	

	      Depreciation
	256,000
	
	
	

	Annual general meeting
	150,000
	
	
	

	Pre- operating (200, 000 ( 4)
	50,000
	
	
	

	Forex:
	
	
	
	

	       Loss – equipment A
	220,000
	
	
	

	       Gain – raw material
	
	
	35,000
	

	       Gain – equipment B
	
	
	75,000
	

	       Loss – raw material
	NIL
	
	
	

	Contribution:
	
	
	
	

	       Public library (max 100,000)
	110,000
	
	
	

	       Donation – app. institute
	140,000
	
	
	

	       Donation – political party
	130,000
	
	
	


	
	+
	
	-
	

	Provision for bad-debts:
	
	
	
	

	        B/D recovered – non trade
	
	
	15,000
	

	        B/D written off – car loan
	23,000
	
	
	

	        Specific provision – non trade
	45,000
	
	
	

	        General provision
	410,000
	
	
	

	Other income:
	
	
	
	

	        Interest
	
	
	13,000
	

	        Rental
	
	
	90,000
	

	        Dividend
	
	
	56,000
	

	
	22,506,800
	
	2,400,400
	

	
	(2,400,400)
	
	
	

	Adjusted business income
	
	
	20,106,400
	

	(+)  Bal. Charge  - lorry                (see workings)

                           - computer         
	22,000
	
	
	

	
	24,000
	
	46,000
	

	(-)  Cap. Allowance   - building (see working)
	50,700
	
	
	

	                                  - other assets
	80,000
	
	(130,700)
	

	Statutory business income
	
	
	20,021,700
	

	(+)  B/F Business loss – Sec. 43 (2)
	
	
	(580,000)
	

	
	
	
	19,423,700
	

	Add: Other income:
	
	
	
	

	   Sec. 4c: Interest     - May bank
	
	
	4,000
	

	                                  - Affin bank
	
	
	NIL
	

	                : Dividend  - Pioneer
	
	
	Exempt
	

	                                  - Exim Bhd. (36,000 x 100)

                                                                       72
	
	
	50,000
	

	   Sec. 4d:  Rental     - Brunei                                                                
	
	
	Exempt
	

	Aggregate Income
	
	
	19,495,700
	

	Less:  Donation
	
	
	
	

	           -  Approved donation
	
	
	
	

	              (restricted to 5% of aggregate)
	
	
	(140,000)
	

	           -  Political party
	
	
	NQ
	

	Total/Chargeable Income
	
	
	19,355,700
	

	Tax @ 28% on 19,377,700  =
	
	
	5,419,596
	

	(-) Tax Credit on dividend (28% x 50,000)
	
	
	(14,000)
	

	Tax Payable
	
	
	5,405,596
	

	
	
	
	
	

	
	
	
	
	


(ii)
Computation of Section 108 Account

	                                                                                 RM
	RM
	RM

	Opening balance 1/7/2003
	       
	400,000

	(+)   Tax paid during the year                           
	    1,200,000
	

	(+)   Tax credit on dividend received
	
	

	        = (28% x 50,000)   =  14,000
	
	

	        Or
	
	

	        Tax on chargeable income
	
	

	        = (28% x 20,727,700)  =  5,803,756  
	
	

	        take the lower  
	14,000
	

	
	
	1,214,000

	        Compared Aggregate 
	
	1,614,000

	(-)    Compared Total 
	
	

	        Tax on dividend declared
	
	

	         (28% x 576,000)
	
	

	                         72
	
	224,000

	        Sec. 108 balance
	
	1,390,000

	
	
	

	
	
	


Working:

	Note: Factory: YA 2004 QBE (450,000 – 60,000) =
	
	RM390,000
	
	

	                         IA 10%
	
	39,000

11,700
	
	
50,700

	                         AA 3%
	
	
	
	

	                                             RE
	
	339,300


	
	

	Note: Lorry:     YA 2002         QPE (10/10/01)
	
	RM120,000
	
	

	                        (Y/e 30/6/02)  1A 20%
	
	24,000
	
	48,000

	                                               AA 20%
	
	24,000
	
	

	                                               RE
	
	72,000
	
	

	                         YA 2003        AA 20%
	
	(24,000)
	
	24,000

	                         (Y/e 30/6/03) RE
	
	48,000
	
	

	
	
	
	
	

	                         YA 2004
	
	
	
	

	                         (Y/e 30/6/04) Sold (29/6/04)
	
	(70,000)
	
	

	                         Balancing charge
	
	22,000
	
	

	
	
	
	
	

	Computer :       YA 2003
	
	
	
	

	                         (y/e 30/6/03)
	
	
	
	

	                         QBE (1/8/02)
	
	RM40,000
	
	

	                         1A 20%
	
	8,000

16,000
	
	24,000

	                          AA 40%
	
	
	
	

	                                                RE
	
	16,000
	
	

	
	
	
	
	


	                           YA 2004
	
	
	
	

	                           (y/e 30/6/04)
	
	
	
	

	                           Sold (31/5/03)
	
	(18,000)
	
	

	                           Balancing charge
	
	2,000
	
	

	
	
	
	
	

	
	
	
	
	


Since disposal took place within 2 years of purchase, capital allowance given will be withdrawn and treated as a taxable balancing charge i.e RM24,000

Answer 2

(a) Computation of Tax Payable for Encik Joseph 
Year Assessment 2003

	Sec. 4b:
	RM
	
	RM
	

	Sec. 13 (1) (a) : Cash
	
	
	
	

	             Salary
	54,000
	
	
	

	             Gratuity (210,000 ( 6)
	35,000
	
	
	

	             Entertainment
	13,500
	
	
	

	             Travelling 
	16,200
	
	118,700
	

	
	
	
	
	

	Sec. 13 (1) (b) : BIK
	
	
	
	

	             Furniture (3,360 x 9)
	2,520
	
	
	

	                                         12
	
	
	
	

	             Car (5,000 x 9)
	1,875
	
	
	

	                        2       12
	
	
	
	

	              Fuel (1,500 x 9)
	1,125
	
	5,520
	

	                                   12
	
	
	
	

	
	
	
	
	

	Sec. 13(1) (c ) : Accomodation
	
	
	
	

	            D. Value (7,000 – 1,500) x 9  =  RM49,500  
	
	
	
	

	            30% x Sec. 13 (1) (a)
	
	
	
	

	            (30% x 118,700)                     = RM35,610  
	
	
	
	

	            Take the lower  
	
	
	35,610 
	

	                                   Gross Employment Income
	
	
	159,830
	

	Less:  Sec. 33 Expenses
	
	
	
	

	           Entertainment (max)
	13,500
	
	
	

	           Travelling
	6,000
	
	(19,500)
	

	                                   Statutory Employment Income 
	
	
	140,330
	

	Add:   Other Income
	
	
	
	

	Sec. 4d:    Royalty
	14,000
	
	
	

	                 (-) Exemption Sch. 6 Para 32
	(12,000)
	
	2,000
	

	                                   Aggregate Income
	
	
	142,330
	

	Less:  Approved donation
	
	
	(1,690)
	

	                                    Total Income
	
	
	140,640
	


	Less:   Personal Relief:
	
	
	
	

	            Self relief
	8,000
	
	
	

	            Child relief
	
	
	
	

	                        23 years old
	800
	
	
	

	                        19 years old
	3,200
	
	
	

	                        16 years old
	5,000
	
	
	

	                        14 years old
	800
	
	
	

	                          8 years old
	800
	
	
	

	           EPF + Life insurance
	
	
	
	

	           (5,940 + 4,700)
	5,000
	
	
	

	           Education insurance
	3,000
	
	(26,600)
	

	                                    Chargeable Income
	
	
	114,040
	

	
	
	
	
	

	Tax on the first RM100,000                   = RM14,475
	
	
	
	

	Tax on the balance RM14,040 @27%  = RM3,790.80
	
	
	
	

	                                    Tax payable          RM18,265.80
	
	
	
	

	
	
	
	
	


(a)


Computation of Tax Payable for Pn. Anita YA 2003 

	Sec. 4b:
	RM
	
	RM
	

	Sec. 13 (1) (a) :
	
	
	
	

	         Salary
	67,200
	
	
	

	         Bonus (1.5 x 67,200)
	8,400
	
	
	

	                                     12
	
	
	
	

	         School fees
	4,000
	
	79,600
	

	Sec. 13(1) (b) :
	
	
	
	

	         Leave passage:
	
	
	
	

	         Local (3 x 2,300)
	Exempt
	
	
	

	         Local (1 x 2,300)
	2,300
	
	
	

	         Overseas (2 x 3,800) – 3,000 Exempt
	4,600
	
	6,900
	

	                  Statutory Employment Income
	
	
	86,500
	

	Sec. 4c : Dividend
	
	
	
	

	        Esso (7,200 x 100/72)
	10,000
	
	
	

	         Overseas (remitted)
	4,800
	
	
	

	         Interest (final tax) 
	NIL
	
	14,800
	

	Sec. 4d : Rental income
	48,000
	
	
	

	(-)     Quit rent & assessment
	(1,500)
	
	
	

	         Mortgage interest
	(22,800)
	
	
	

	         Repairs and maintenance
	(2,900)
	
	
	

	         Extention – kitchen
	N.Q
	
	
	

	         Extention –  porch
	N.Q
	
	
	

	                 Net Rental Income
	
	
	20,800
	

	                 Aggregate Income
	
	
	122,100
	

	Less:  Donation – political party
	
	
	N.Q  
	

	                          – school
	
	
	N.Q
	

	                 Total Income
	
	
	122,100
	

	Less:  Personal Relief:
	
	
	
	

	           Self relief
	8,000
	
	
	

	           EPF + Life insurance (max)
	5,000
	
	
	

	           Medical expenses (max)
	5,000
	
	
	

	           Basic Supp. Equipment (max)
	5,000
	
	
	

	           Books expenses
	N.Q
	
	
	

	           Medical insurance (max)
	3,000
	
	(26,000)
	

	                 Chargeable Income
	
	
	96,100
	

	
	
	
	
	

	Tax on the 1st               RM70,000               = 
	RM7,275
	
	
	

	Tax on the balance      RM26,100 @ 24%  =
	RM6,264
	
	13,539
	

	                                     RM96,100
	
	
	
	

	Less : Tax credit Sec. 110
	
	
	
	

	           (28% x 10,000)
	
	
	(2,800)
	

	                  Tax Payable
	
	
	10,739
	

	
	
	
	
	


(b)


    Tax Computation for Ms. Kavita YA 2003

	Sec. 4a:
	RM
	
	
	

	          Adjusted Income
	NIL
	
	
	

	          (+) Balancing charge
	6,000
	
	
	

	          (-) Capital Allowance – CY 18,000  
	
	
	
	

	                                             -  BF   3,000
	(6,000)
	
	CA c/f 15,000
	

	          Statutory Income
	NIL
	
	
	

	Sec. 4c:
	
	
	
	

	          Dividend (3,600 x 100)
	5,000
	
	
	

	                                         72
	
	
	
	

	Sec. 4e:
	
	
	
	

	          Alimony (2,500 x 12)
	30,000
	
	
	

	
	
	
	
	

	
	
	
	
	

	Court award
	Not taxable 
	

	          Aggregate Income
	35,000
	
	
	

	Less:  CY Buss. Loss
	(12,000)
	
	
	

	           Total Income
	23,000
	
	
	

	Less:  Personal Relief
	
	
	
	

	           Self relief
	(8,000)
	
	
	

	           Child relief
	(800)
	
	
	

	           Chargeable Income
	14,200
	
	
	

	Tax on the 1st  5,000                     =  RM  25
	
	
	
	

	Tax on the balance 9,200 @ 2%  =        276
	
	
	
	

	                                                                301
	
	
	
	

	(-) Rebate (char. Y ( 35,000)                 (350) 
	
	
	
	

	                                                                 NIL
	
	
	
	

	(-) Tax credit – Sec. 110                      (1,400)
	
	
	
	

	(28% x 5,000)                                       ______
	
	
	
	

	         Net Tax Repayable                      (1,400) 
	
	
	
	


Answer 3 

( a )
	Year of Assessment
	2004
	2005
	2006
	2007
	2008

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Adjusted income
	0
	4,000
	4,330
	5,850
	 6,000

	Capital allowance
	0 c/f 990

________
	(2,460)

_______
	(1,330)

_______
	(1,850)

_______
	(1,930)

_______

	Statutory income (SI)
	0
	1,540
	3,000
	4,000
	 4,070

	Exemption
	0

_______
	(1,078)

_______
	(2,100)

_______
	(2,102)

_______
	(1,140)

______

	SI after exemption
	0
	    462
	900
	1,898
	2,930

	Adjusted loss b/f
	0

_______
	   (450)

________
	-

_______
	-

______
	-

______

	Business income
	0
	      12
	900
	1,898
	2,930

	Rent
	200
	200
	200
	200
	200

	Foreign income
	Exempt

_______
	-

_______
	-

_______
	-

_______
	-

______

	Aggregate income
	200
	212
	1,100
	2,098
	3,130

	Adjusted loss – CY
	(200)c/f450
	-
	-
	-
	-

	Approved donations
	-

_______
	(2)

______
	-

______
	-

_______
	-

______

	Chargeable income
	0

======
	210

======
	1,100

======
	2,098

======
	3,130

=====



	Workings: ITA utilized
	
	
	
	
	

	Balance b/f
	-
	2,100
	2,522
	1,022
	-

	60% x QCE
	2,100

______
	1,500

______
	600

______
	1,080

______
	1,140

_______

	ITA available
	2,100
	3,600
	3,122
	2,102
	1,140

	70% x SI
	0

_______
	1,078

_______
	2,100

_______
	2,800

_______
	2,849

______

	ITA utilized
	0

======
	1,078

======
	2,100

======
	2,102

======
	1,140

=====

	Balance c/f
	2,100
	2,522
	1,022
	-
	-


    Workings: Capital Allowance

	Asset/Year
	2004
	2005
	2006
	2007
	2008

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Factory Build: IA  
	200
	
	
	
	

	                       AA
	60
	60
	60
	60
	60

	P & M             IA
	300
	500
	200
	360
	380

	                       AA
	300
	800
	1,000
	1,360
	1,440

	Office Equip   IA
	60
	40
	
	
	

	                       AA
	30
	50
	50
	50
	50

	Motor Vehicle IA
	20
	
	
	
	

	                        AA
	20
	20
	20
	20
	

	Total
	990
	1,470
	1,330
	1,850
	1,930


( b )
	Year
	2004
	2005
	2006
	2007
	2008
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Exempt dividends/ ITA
	100
	1,078
	2,100
	2,102
	1,140
	6,520

	
	
	
	
	
	
	

	Taxable dividends

- gross
	0
	210
	1,100
	2,098
	3,130
	6,538

	
	
	
	
	
	
	


The total dividends that can be declared at the end of the tax relief period amounts to RM6,520,000 (exempt) and RM6,538,000 (taxable)                                                                                           

Answer 4

a)
i)
Supply of equipment is not subject to withholding tax.

ii)
Payment of technical fees is an income under Special Classes of income (S.4A), therefore subject to withholding tax at 10% under S.109B. The amount of withholding tax is RM100,000.

iii) RM30 million is a contract payment subject to withholding tax of 10% (tax on the NR contractor) plus 3% (tax on its employees) under S.107A. However the withholding tax is not a final tax.

iv) Payment of RM0.5 million rental of special equipment is subject to withholding tax at 10% under Special Classes of income.     

b) Since Seamen Ltd has an office in Malaysia, therefore permanent establishment exist. Seamen is subject to income tax at 28% on income derived from providing services as in (aiii) above. Thus 10% withholding tax collected from the progress payment above will be set off against the tax charged at 28% on the chargeable income.

Answer 5

(a)

(i)

	Income from Malaysia:
	

	Business
	400,000

	Rental (18,000 – 3,000)
	15,000

	Dividend – gross
	16,000

	Interest
	5,000

	Foreign income
	Exempted

	Aggregate income
	436,000

	Annuity
	(24,000)

	Adjusted business loss
	(20,000)

	Approved donations
	(2,000)

	Trust fees
	NA

	Total income
	390,000

	Tax charge at 28%
	109,200

	S.110 tax credit on dividend
	((4,480)

	Tax payable
	104,720


(ii)

Distribution of income to beneficiaries:

Non-discretion: Sara  390,000 x 2/3 = 260,000

Discretion       : Simon 130,000 x 1/3 = 130,000  compare against amount

  received from trust i.e. 120,000, take the lower = 120,000

	Beneficiaries
	Statutory income from trust

	Sara
	260,000

	Simon
	120,000

	Lisa
	24,000


(b) (i)

	Chargeable asset
	House

	Date of Acquisition
	11 June 2002

	Date of Disposal
	5 August 2004

	Holding period
	>2 years (in the 3rd year)

	
	

	Disposal Price: at Market Value
	450,000

	                          Renovation
	(20,000)

	                          Incidental costs
	(3,500)

	                                                         Disposal price
	426,500

	
	

	Acquisition Price: Money legacy or market value - wil 

                                 250,000 or 380,000
	250,000

	                             Deposit forfeited
	(5,000)

	                                                       Acquisition price
	245,000

	Chargeable gain 
	181,500

	Exemption 10% or 5,000 – which ever is higher
	(18,150)

	Net gain
	163,350

	RPGT payable at 20%
	32,670


(ii)
Transfer between related party i.e. between parents and child is a disposal under para 12. The transferor is not subject to real property gains tax as his DP=AP=NGNL.

Answer 6

a) The tax must be paid by twelve equal installments i.e. from May 2003 to April 2004, on the tenth day of the month, at RM25,000.

b) The revised estimate can be made on sixth and ninth month of the basis period i.e. in September 2003 and December 2003.

c) United is required to submit the tax return for the year of assessment 2004 latest by 31 October 2004 i.e. within 7 months after the year end.

d) The notice of assessment is deemed to have been served on the day the tax return is furnished to the IRB i.e. 31 October 2004.

e) The final tax is due and payable on the last day of the seventh month i.e. 31 October 2004.

f)  

	Actual tax
	450,000

	Estimated tax
	(300,000)

	Difference to be paid on 31 October 2004
	150,000

	30% of the actual tax liability
	135,000

	Excess
	15,000

	Penalty at 10% on 15,000
	1,500
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9

