CONFIDENTIAL

MIAQE/MAR 2005


TAXATION

GOLDEN SDN BHD

COMPUTATION OF TAX PAYABLE

YA 2004

Answer 1

	Sec 4 (a)
	Note
	RM’000

          +
	RM’000

        -

	Profit before taxation 

Cost of sales:

Advertisement cost
	1
	20,884

NIL
	

	Stock obsolescence

(7/93 x 465,000)
	
	35
	

	Compensation
	
	
	300

	
	
	
	

	Insurance money
	2
	
	NIL

	
	
	
	

	Wages and salaries :

EPF ( 4/23 x 690,000)
	3
	120
	

	Disabled employees
	
	
	98

	Bonus 
	
	NIL
	

	
	
	
	

	Staff welfare :

Air ticket - Sydney

Accommodation

Air Ticket – Langkawi 

Childcare – Building 

                - Maintenance 
	4
	9

NIL

110

NIL
	10

	
	
	
	

	Freight and Insurance
	5
	40
	

	
	
	
	

	Subscriptions and Donations:

Entrance fees

Cash contributions

(210,000 – 200,000)

Cash donation – library

(128,000 – 100,000)

Cash donation – government
	6


	22

10

28

25
	

	
	
	
	

	Lease Rental

(6000 x 9) – 50,000
	7
	4
	

	
	
	
	

	Provision for bad debts:

Bad Debts written off

Increase in specific provision

Decrease in general provision
	8
	408

NIL
	27

	
	
	
	

	
	
	
	

	Foreign exchange loss

Machinery – loss

Trade debtors – loss

Machinery - gain
	9
	40

NIL
	20

	
	
	
	


	Rental of premises
	10
	29
	

	
	
	
	

	Legal & professional fees:

Legal cost – bank loan

Legal fees – agreement

Legal fees – trade mark

Fees – Company Shares
	11
	9

12

32

21
	

	
	
	
	

	Motor Vehicles
	12
	210
	

	Other income (90+210+54)

Adjusted income
	
	
22,048

__(809)

21,239
	354

809

	(-) Capital allowance

YA 2004


BF from YA 2003

Childcare centre

10% (110,000 + 380,000)

Statutory income
(-) Business loss b/f
	205

240

 49


	          (494)

20,745

(170)

20,575
	

	(+) Other income:

Interest – exempt

Dividend (54 x 100/72)

Rental

Aggregate income

(-) Approved donation – state government

Total income / chargeable income
	
	NIL

75

210

20,860

(25)


20,835
	

	
	
	
	

	Tax @ 28% x 20,835,000

 (-) Tax credit (28% x 75,000)

Tax Payable
	
	5,833,800

(21,000)


5,812,800
	












(23 marks )
Answer 2 (a)

Residence Status of Mr. Delon

	  YA 2004

  YA 2005


	In Malaysia 15.8.2004 – 23.12.2004 = 131 days

Social visit 24.12.2004 – 7.1.2005 = 14 days

Part of a day in Malaysia is considered a full day in Malaysia. 

Therefore, the days of departure from and arrival in Malaysia are counted as 2 full days.

As the social visit did not exceed 14 days in aggregate, the period qualifies as a temporary absence i.e deemed to be present in Malaysia. Thus, there is a linkage to a period of more than 181 consecutive days in Malaysia. 

As a result, he is a resident of Malaysia under Section 7(1) (b)

In Malaysia 7.1.2005 – 30.9.2005 = 267 days

Mr. Delon is resident under Section 7 (1)(a) since the total number of days is more than 181 in aggregate













( 7 marks )
Answer 2 (b)  

Computation of Tax Payable for Ms. Lopez Andson YA 2004

	
	RM
	RM
	RM

	Sec. 4b: Employment
Wings Bhd (4 months)

Salary

BIK – Car (7000 x 4/12 x ½ )

· Fuel (1800 x 4/12) 

Compensation for loss of employment

(-) Exemption (6000 x 6 years)

Garden Sdn Bhd (7 month)

Salary 

Traveling 

Entertainment

Less : Traveling expenses

          Entertainment expenses (mx)

Statutory income from employment

Sec. 4c: 

Dividend (4320 x 100/72)

Interest

Sec. 4d:

Rental

Aggregate income

( - ) Approved donation

       Total income

( - ) Personal Relief

 Self Relief

Disabled child

Wheel chair (mx)

EPF + life insurance (mx)

Education insurance (mx)

Books and magazines (mx)  

Chargeable income
	1,850

4,900
	54,000

(36,000)

63,000

3,500

4,900

71,400

(6,750)

8,000

5,000

5,000

5,000

3,000

_500
	70,000

1167

600

18,000

89767

64,650

154,417

6,000

NIL

6,000

166,417

(450)

165,967

(26,500)

139,467


Tax on the first RM 100,000




= 14,475.00


Tax on the balance   RM 39467 @ 27%


= 10,656.09
















 

  25,131.09

( - ) Tax credit – Sec. 110 ( 28% x 6000 )                               (1,680.00)










Tax Payable






   23,451.09













( 13 marks )

Answer 3 (a) 

Top Shop Sdn Bhd

Computation of capital allowances, balancing allowances and charges,YA 2004

	New Factory:




Cost of construction

Legal fees (13000-5000)

Plan and design

Qualifying building expenditure

1A 10%

1A 3%

Residual expenditure


	RM

480,000

8,000

56,000


544,000

(54,400)

(16,320)             


473,280
	RM

70,720


Plant and Machinery

	Qualifying plant expenditure

1A 20%

AA 10%, 40%, 20%

Residual expenditure

Qualifying plant expenditure

1A 20%

AA 20%, 20% 

Residual expenditure

Disposal price 

( 20,000 x 50,000 )

                 85,000

Balancing allowance 


	Office Equipment

(RM)
27,000

(5,400)

(2,700)


18,900

Production Machine (RM)
580,000

(116,000)

(116,000)


348,000
	New Computer

System

(RM)
98,000

(19,600)

(39,200)


39,200


	New Car

(RM)
100,000

(20,000)

(20,000)


60,000


Motor Car

(RM)
50,000*

-

-


20,000

(11,765)


8,235




*
Since the car was bought second hand, the QPE is RM 50,000. Therefore, upon disposal, disposal price has to be apportioned proportionately.

(7 marks)

Answer 3 (b)

	Year of Assesment

2003

2004

2005
	Basis Period

1.7.2002 – 30.6.2003

1.7.2003 – 31.12.2004

(36,000 + 14,000)

1.1.2005 – 31.12.2005
	Revised Adjusted Profit

RM 20,000

RM 50,000

RM 17,000


( 3 marks)

Answer 3(c)

i) Mr. Kush Eer is required to give notice to the DGIR by 17 December 2004, i.e within 2 months of his arrival in Malaysia that he will be chargeable to tax.

(2 marks)

ii) Maju Sdn Bhd must give written notice to the DGIR by 30 November 2004 i.e within one month from the date of Mr. Kush Eer commencing employment, stating his full name, address, the terms and the date of commencent of the employment.

(3 marks)

Answer 3(d)

i)
The meeting changed the resident status of the company from a non-resident to 
a resident of Malaysia.  As this meeting of directors had made policy decisions, 
the company is regarded as having exercised management and control in 
Malaysia.   Sec 8 (b)

As a resident, the company will have to comply with s. 108 of the Income Tax Act with regard to dividends distributed after the date of the meeting.  This means that the company will have to deduct income tax at the company rate of 28% and pay only the net amount of dividends to the shareholders.  It must also submit the prescribed form relating to dividends (Form R) to the Inland Revenue Board and pay over any shortfall.

(3 marks)

ii) Both the foreign as well as local investors will be subject to Malaysian tax in regard to the dividends distributed to them after the date of the meeting as dividends distributed by a resident company are deemed to be derived from Malaysia.


The dividends will be taxed at gross and s. 110 set off will be given for the tax deducted at source. Resident individuals will be subject to a scaled tax whereas non-resident individuals will be subject to tax at the rate of 28%.

The shareholders will have to declare their dividend income (gross) in their tax return.
(4 marks)

Answer 4

a)  Assets which qualify for reinvestment allowance:

	YA
	2004
	2005
	2006
	2007
	2008

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

	Clearing & preparation of land
	1,800
	
	
	
	

	Construction of roads
	400
	
	
	
	

	Construction of labour quarters
	800
	
	
	
	

	Plant & machinery
	1,000
	600
	500
	350
	250

	Total QCE
	4,000
	600
	500
	350
	250

	60% x QCE
	2,400
	360
	300
	210
	150


 (2 marks)
b)

	YA
	2004
	2005
	2006
	2007
	2008

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

	Adjusted Income
	-
	1,950
	2,500
	3,200
	4,100

	Capital Allowance
	- c/f 750
	(1,570)
	(950)
	(800)
	(700)

	Statutory Income
	-
	380
	1,550
	2,400
	3,400

	Exemption (RA)
	-
	380
	1,550
	1,340
	150

	S. Income After Exemption 
	-
	-
	-
	1,060
	3,250

	Adjusted loss b/f
	-
	-
	 -
	(1,060)
	(340)

	Business income
	-
	-
	-
	-
	2,910

	Non-business income:
	
	
	
	
	

	Interest
	100
	120
	150
	200
	250

	
	
	
	
	
	

	Aggregate Income
	100
	120
	150
	200
	3,160

	Adjusted loss CY
	(100)c/f1,400
	-
	-
	-
	-

	Approved Donations
	-
	(6) max
	(7.5) max
	(10)
	(60)

	Total/Chargeable Income
	-
	114
	142.50
	190
	3,100

	Tax Charge at 28%
	-
	31.92
	39.90
	53.2
	868

	
	
	
	
	
	

	Workings:
	
	
	
	
	

	Balance b/f
	-
	2,400
	2,380
	1,130
	-

	60%  x  QCE
	2,400
	   360
	   300
	   210
	150

	Amount utilized
	-
	   380
	1,550
	1,340
	150

	Balance c/f
	2,400
	2,380
	1,130
	-
	-


(9 marks)
c)

If the project is located in Selangor the rate of exemption remains at 60%. However, the utilization of 60% reinvestment allowance is restricted to 70% of the statutory income of that particular year of assessment. 

                                                                    (2 marks)

d)

Maximum exempt dividends            =  RM3,420,000

Taxable  gross dividends                =   RM3,546,500

                                                                                          (2 marks)

Answer 5

	
	Toran
	Executor

	Status
	R/D
	R/D

	Basis of Apportionment
	8 months
	4 months

	Income From Business:

Business A

Business B
	    4,000

338,000


	    2,000

169,000

	Business A  Adjusted loss b/f
	(10,000)

_______
	_______

	Income from Business
	332,000
	171,000

	Non-Business Income:
	
	

	Director fees
	100,000
	

	Dividends
	exempt
	30,000

	Interest
	Final tax
	4,000

	Rent
	20,000
	10,000

	
	
	

	Foreign Income Remitted:
	
	

	Dividend
	exempt
	

	Interest
	
	Exempt

	
	
	

	Aggregate Income
	452,000
	215,000

	Business 2 Adjusted Loss Current year
	(90,000)
	(45,000)

	Annuity
	
	(9,000)

	Executor fees
	
	NA

	Approved Donations
	(3,000)
	

	Total Income
	359,000
	161,000

	Self/Special relief
	(8,000)
	(8,000)

	Wife relief
	(3,000)
	

	Child relief                   
	(2,000)
	

	Basic supporting equipment
	(4,800)
	

	
	
	

	Chargeable Income
	341,200
	153,000

	
	
	


(12 marks)

Answer 6

(a)

i) Contributions received for members’ annual dinner is a revenue receipt, and is therefore taxable. 

ii) Rental income is taxable under section 4(d).

iii) Subscription are taxable as being in respect of the deemed business source.

( 3 marks)
(b)

i)
An agent who sells the products in Malaysia and is independent of Biomas Pte Ltd is taxable on its own profits derived in Malaysia.  Biomas Pte Ltd would not be taxable in Malaysia.


However, an agent who has the authority to conclude contracts on behalf of Biomas Pte Ltd, would be considered to constitute a permanent establishment of Biomas Pte Ltd.  Thus, Biomas Pte Ltd would have a tax exposure in Malaysia.

ii)
A branch is considered as having a fixed place of business in Malaysia i.e a permanent establishment would exist in Malaysia.

( 5 marks )
1
2

