Part II Hong Kong Salaries Tax

(I)
Multiple Choice Questions

1.
Which of the following allowances CANNOT be apportioned?
A
Disabled dependent allowance 

B
Child allowance 

C
Single parent allowance 

D
Dependent parent allowance
2.
Mr. A was employed by H Ltd at a monthly salary of $20,000. He was provided with a rental allowance of $4,000 per month no matter whether he paid rent or not up to 31 October 2007, when he retired. In recognition of his past good services, H Ltd gave him $80,000 as a gratuity. Mr. A did not apply for relating back of any lump sum. The assessable income of Mr. A for the year of assessment 2007/08 is:
A
$140,000
B
$248,000
C
$320,000
D
$155,556
3.
Mr. B was employed by F Ltd at a monthly salary of $30,000. He was provided with a rent-free quarter up to 31 December 2007, the date of his retirement. The assessable income of Mr. B for the year of assessment 2007/08 is:
A
$270,000
B
$297,000
C
$360,000
D
$396,000
4.
Mr. A has a Hong Kong employment. During the year ended 31 March 2008, he rendered services in Country C for 100 days during which he earned employment income of $100,000. He has paid tax $16,000 to the tax authority of Country C in respect of $80,000 of the employment income. His total income during the year ended 31 March 2008 was $365,000. His assessable income for the year of assessment 2007/08 is:
A
$349,000
B
$365,000
C
$265,000
D
$285,000
5.
Which of the following court cases is NOT concerned with deduction of expenses under salaries tax?
A
CIR v Robert Burns 

B
CIR v Humphrey 

C
CIR v David Glynn 

D
CIR v Sin Chun Wah
6.
Mr. C’s salaries for the year of assessment 2007/08 are $240,000. His employer also bought him a new car for $200,000 on 31 December 2007. The second hand value of the car as at 31 December 2007 was $110,000. The assessable income of Mr. C for 2007/08 is:
A
$350,000
B
$240,000
C
$440,000
D
$330,000
7.
Mr. Smith is a pilot employed by an overseas airline company. He was present in Hong Kong for 63 days, 59 days and 62 days respectively during the years ended 31 March 2006, 2007 and 2008. His annual salary is $1,095,000. Which of the following statements is TRUE?
A
He is not chargeable to salaries tax for the year of assessment 2006/07
B
His assessable income for the year of assessment 2005/06 is $189,000
C
His assessable income for the year of assessment 2007/08 is $1,095,000
D
His assessable income for the year of assessment 2006/07 is $177,000
8.
Which of the following income from employment will NOT be included in the calculation of rental value?
A
Furniture allowance 

B
Holiday journey benefit 

C
Lump sum received on termination of employment 

D
Meal allowance
9.
Miss Choy is the sole owner of a flat purchased in 2006 for $1,000,000. She has been living in the flat since its acquisition. During the year ended 31 March 2008, she paid mortgage interest of $20,000 on the bank loan granted to finance the purchase. Miss Choy’s entitlement to the deduction of home loan interest for the year of assessment 2007/08 is:
A
$60,000
B
$20,000
C
$100,000
D
$70,000
10.
Which of the following factors will be considered in determining the location of employment?
A
The place where the contract of employment was negotiated and entered into, and is enforceable
B
Whether the taxpayer’s remuneration forms part of the expenses of a Hong Kong entity
C
The place where the taxpayer renders services
D
Who bears the taxpayer’s remuneration
11.
Which of the following is NOT relevant in determining the location of employment?

A
The place where the remuneration was paid

B
The place of the employer’s residence

C
The place of where the employment contract was signed

D
The place where the services were rendered

12.
Before 31 March 2008, Mr. Ho’s income was not subject to Hong Kong salaries tax. Mr. Ho was granted an option at a cost of $5,000 to purchase 100,000 shares at $2 each in his employer’s holding company on 1 May 2007. Mr. Ho was seconded to Hong Kong and was employed by a Hong Kong company on 1 April 2008. On 1 June 2008, Mr. Ho exercised the option. The market value of the shares as at 1 June 2008 was $4. The share option gain chargeable to salaries tax is:
A
$200,000
B
Nil
C
$400,000
D
$195,000
13.
A person is entitled to claim home loan interest for a maximum of:
A
7 years of assessment
B
5 years of assessment
C
6 years of assessment
D
10 years of assessment
14.
Which of the following income received by an individual from a corporation cannot be apportioned between onshore and offshore under salaries tax?
A
None of the above
B
Income from employment
C
Income from office
D
Income from pension other than Hong Kong Government pensions
15.
The maximum amount of elderly residential care expenses that can be claimed under section 26D of Inland Revenue Ordinance for the year of assessment of 2007/08 is:
A
$40,000
B
$70,000
C
$60,000
D
$100,000
16.
During the year ended 31 March 2008, Mr. Ling was employed by a Hong Kong bank as a senior customer service manager. He is married but his wife has been studying for a bachelor of business degree in Sydney for the whole year ended 31 March 2008. He lived with his mother who was 55 during the year ended 31 March 2008. Mr. Ling is entitled to claim the following personal allowance(s):
A
Basic allowance only
B
Married person allowance only
C
Basic person allowance, dependent parent allowance and additional dependent parent allowance
D
Married person allowance, dependent parent allowance and additional dependent parent allowance
17.
H and W are husband and wife. For salaries tax purposes, which of the following statements is FALSE?
A
If H has claimed married person’s allowance, he cannot claim single parent allowance.
B
If W has no chargeable income, then H can claim married person’s allowance.
C
If H has claimed married person’s allowance, he cannot claim basic allowance.
D
If H wants to claim married person’s allowance, he must not be living apart from W.
18.
Mr Bau is a sailor of a Hong Kong shipping company with regular monthly salaries. He has no other income. He stayed in Hong Kong for 60 days, 50 days, 61 days, 61 days and 59 days respectively during the year ended 31 March 2005, 2006, 2007, 2008, 2009. Which of the following is false?

A
Mr Bau’s salaries income is not chargeable to salaries tax for the year of assessment 2005/06.

B
Mr Bau’s salaries income is not chargeable to salaries tax for the year of assessment 2006/07.

C
Mr Bau’s salaries income is chargeable to salaries tax for the year of assessment 2007/08.

D
Mr Bau’s salaries income is not chargeable to salaries tax for the year of assessment 2008/09.

19.
Mr Smith is an employee of a multi-national company and his income will not be chargeable to Hong Kong salaries tax. Which of the following must be correct?

A
His employment is located outside Hong Kong.

B
His employment is not resident in Hong Kong.

C
He renders all his services outside Hong Kong.

D
His remuneration is paid outside Hong Kong.

20.
Which of the following person’s income is chargeable to salaries tax for the year of assessment 2008/09?

A
Income from employment of a person having a Hong Kong employment who rendered all services outside Hong Kong during the year ended 31 March 2009.

B
Director’s fee of a person who is director of a company incorporated in Hong Kong and who resided Australia and visited Hong Kong for 10 days during the year ended 31 March 2009.

C
Income from employment of a person having a foreign employment who visited Hong Kong for 30 days for duties during the year ended 31 March 2009.

D
None of the above.

21.
Which of the following income from employment will not be included in the calculation of rental value?

A
Salaries

B
Gain on share option

C
Commission

D
Meal allowance

22.
Mr Chan’s employer gave him a share option in March last year to buy 10,000 shares in X Ltd for $5 each when the market price was $10. Mr Chan exercised the share option in March this year when the market price of the shares was $15 each. He sold all the shares yesterday for $20 each. What is the share option gain to be included in the assessable income?

A
$50,000

B
$100,000

C
$150,000

D
$200,000

23.
On 30 June 2008, Mr Cheung received a lump sum gratuity of $480,000 upon cessation of employment after working for the employer for 30 years. If he has validly applied for relating back the lump sum, how much will be related to the year of assessment 2008/09:

A
$48,000

B
$40,000

C
$3,000

D
$60,000

24.
Mr Wong had a foreign employment during the year ended 31 March 2009. During the year, he received total employment remuneration of $730,000 and he stayed in Hong Kong for 200 days. His employer provided him with a flat in Hong Kong at a monthly rent of $1,000 during his whole period of employment. Mr Wong’s assessable income for the year of assessment 2008/09 was:

A
$730,000

B
$440,000

C
$400,000

D
$428,000

25.
Mr Chu resigned from Burns Ltd on 28 February 2009 after working there for eight years. On 1 May 2009, he received a bonus of $18,000 in respect of Burns Ltd’s financial result for the year ended 30 November 2008. The date of accrual of the bonus of Mr Chu was

A
30 November 2008

B
28 February 2009
C
31 March 2009
D
1 May 2009
26.
Mr Cheng retired on 31 January 2009 after working with Kam’s Ltd for 15 years. He received a gratuity of $36,000 from his employer on 28 February 2009. Mr Cheng applied to have the gratuity back. What will be the amount of gratuity to be included in the year of assessment 2008/09?

A
$10,000

B
$11,000

C
$12,000

D
$36,000

27.
In relation to dependent parent allowance, which of the following statements is true?

A
The parent must be at least 60 years old.

B
The claimant must contribute at least $12,000 per annum to the parent.

C
The parent must be an ordinarily resident in Hong Kong.

D
The claimant must reside with the parent.

28.
In relation to claiming of expenses under salaries tax, which of the following statements is false?

A
The payment to the employment agency for introducing a job is not allowable.

B
The payment of school fees to study for the HKIAAT qualification is not allowable.

C
The payment of traveling from home to office is not allowable.

D
The payment of salary in lieu of notice on resignation is not allowable.

29.
Which of the following is not a concessionary deduction?

A
Mandatory contributions to a MPF scheme

B
Home loan interest

C
Elderly residential care expenses

D
Self-education expenses

30.
In relation to child allowance, which of the following statements is true?

A
The claimant must take care of the child.

B
The child must not exceed 25 years old.

C
A child exceeding 18 years old must be receiving full-time education.

D
The claimant must maintain the child.

31.
During the year ended 31 March 2009, Mr B Chan maintained his father Mr A Chan. Mr A Chan was 58 years old and was receiving the Government disability allowance. Mr A Chan stayed at a residential care home. Mr B Chan gave Mr A Chan and the residential care home $3,000 per month and $6,000 per month respectively. For the year of assessment 2008/09, Mr B should claim the following deductions in respect of Mr A Chan:

A
$nil

B
Dependent parent allowance of $30,000 and disabled dependent allowance of $60,000.

C
Elderly residential care expense of $72,000 and disabled dependent allowance of $60,000.

D
Elderly residential care expense of $60,000 and disabled dependant allowance of $60,000.

32.
In relation to joint assessment under salaries tax, which of the following statements is false?

A
The election must be made jointly.

B
Both the husband and wife must have income chargeable to salaries tax.

C
The tax payable is apportioned between the husband and wife.

D
Only one of the couple is liable to pay the salaries tax.

33.
On 1 May 2008, Mrs Chu gave birth to two children (twin brothers). Mr Chu is employed and Mrs Chu is a housewife. They have no other dependants. What is the total amount of allowance that will be granted to Mr Chu in respect of the two new born children for the year of assessment 2008/09?
A
$50,000

B
$100,000

C
$150,000

D
$200,000



(Adapted HKIAAT Paper 5 Principles of Taxation Pilot Paper 2008 A2)

34.
Which of the following factor(s) is/are to be considered in determining the locality of employment under salaries tax as stated in DIPN 10?
(1)
the place where the contract of employment is negotiated, entered into and enforceable

(2)
the places where the services are rendered

(3)
the place of the employer’s residence

(4)
the place where the remuneration is paid to the employee
A
(1) only.

B
(1) and (2).
C
(1), (2) and (3).

D
(1), (3) and (4).



(Adapted HKIAAT Paper 5 Principles of Taxation Pilot Paper 2008 A6)

35.
Mr Au retired on 31 December 2008 after working in a Hong Kong company for 25 years. He received a gratuity of $120,000 from his employer on 31 January 2009. Mr Au applied to have the gratuity related back. The amount of gratuity to be included in the year of assessment 2008/09 is:
A
$30,000

B
$33,333

C
$40,000

D
$90,000



(Adapted HKIAAT Paper 5 Principles of Taxation Pilot Paper 2008 A12)

36.
Mr Kim is employed by a company in Korea. It is accepted that the locality of his employment is outside Hong Kong. During the year ended 31 March 2008, he visited Hong Kong for 95 days, which included 58 days of rendering services. During the year ended 31 March 2008, he received total emoluments of $1,281,000 from his employer. The amount of income assessable to Hong Kong salaries tax for the year of assessment 2007/08 is:
A
$0

B
$332,500

C
$333,410

D
$640,500



(Adapted HKIAAT Paper 5 Principles of Taxation Pilot Paper 2008 A13)

(II)
Examination Style Questions

Question 1

(a)
Miss Fong is employed by a Japanese airline company as an air hostess. It is accepted by the assessor that the locality of her employment is outside Hong Kong. You have been supplied the following information for the years of assessment 2006/07 to 2008/09:

	Year of assessment
	No. of days present in HK
	Total emoluments

	2006/07
	210
	365,000

	2007/08
	58
	372,000

	2008/09
	52
	380,000


Required:

(i)
Explain whether Miss Fong is chargeable to salaries tax for the years of assessment 2006/07 to 2008/09.

(ii)
Compute Miss Fong’s assessable income for the year(s) of assessment for which you consider that she is chargeable to salaries tax.



(9 marks)

(b)
Mr Claton is a French and is employed by a company incorporated in France. It is accepted by the assessor that his employment is located outside Hong Kong. You have been supplied with the following information in respect of Mr Claton for the year ended 31 March 2009

(1)
Mr Claton stayed in Hong Kong for 280 days.

(2)
He stayed in Australia for 14 days during his vacation leave.

(3)
Mr Claton received the following income:

(i)
Salary: $1,440,000

(ii)
Bonus: $200,000

(iii)
Commission: $300,000

(4)
Under the terms of employment, his employer paid Hong Kong salaries tax of $180,000 on Mr Claton’s behalf.
(5)
His employer rented a flat in Hong Kong for Mr Claton’s accommodation. The accommodation was available to him even though he was not in Hong Kong. Mr Claton paid $2,000 per month to his employer as rent contribution.

Required:

Compute Mr Claton’s assessable income for the year of assessment 2008/09.

Show all your workings.
(9 marks)



(Total 18 marks)



(Adapted HKIAAT Paper 5 Hong Kong Taxation June 2003 C1)

Question 2

Mr Laird has been employed by Intellect Limited, a company incorporated and managed in England, for ten years. Mr Laird was required to render services in Hong Kong and other Asian countries. On 1 April 2008, he was appointed as a director of Intela Limited, a subsidiary of Intellect Limited that is incorporated and managed in Hong Kong. The assessor accepted that Mr Laird’s employment with Intellect Limited is located outside Hong Kong. You have been supplied with the following information in respect of Mr Laird for the last two years ended 31 March 2009:

(a)
He stayed in the following places during the relevant years of assessment:

	
	2007/08
	2008/09

	Hong Kong
	245
	210

	Singapore
	70
	80

	Korea
	50
	45

	Australia (vacation leave)
	0
	30

	
	365
	365


(b)
He received the following income during the years of assessments 2007/08 and 2008/09:

	
	
	2007/08
	2008/09

	
	
	$
	$

	(1)
	Salary
	960,000
	1,020,000

	(2)
	Bonus
	80,000
	85,000

	(3)
	Passage allowance
	18,000
	24,000


Mr Laird spent the two years’ passage allowance ($42,000) during his vacation leave to Australia in the year of assessment 2008/09.

	(4)
	Allowance for stays in Hong Kong
	7,350
	6,300

	(5)
	Director’s fee from Intela Limited
	-
	120,000


(6)
Intellect Limited rented a flat in Hong Kong for Mr Laird’s accommodation at a monthly rent of $30,000. The flat was available to Mr Laird even though he was not in Hong Kong. Nominal monthly rent of $1,000 would be deducted from his salary as rent contribution.

(7)
On 1 May 2007, Intellect Limited granted Mr Laird an unconditional option at a cost of $10,000 to purchase 100,000 shares of $2 each in Intellect (Holding) Limited, the parent company of Intellect Limited. Mr Laird purchased the option on 1 July 2007. On 31 March 2008, Mr Laird sold half of the option to his friend for a consideration of $50,000. On 31 March 2009, he exercised the remaining option. The market values of the shares at the relevant dates were as follows:

	1 May 2007
	$5

	1 July 2007
	$7

	31 March 2008
	$10

	31 March 2009
	$8


(c)
Mr Laird paid residential care expenses of $54,000 for each of the years of assessment 2007/08 and 2008/09 in respect of his father-in-law, who is aged 68 years old. The residential care home is located in Hong Kong.

(d)
Mr Laird is married and his wife is a housewife who used to live in Hong Kong. They have a son aged 20 who is studying full-time in England.

Required:

(a)
Compute the chargeable gains on Mr Laird’s share option for the years of assessment 2007/08 and 2008/09.
(5 marks)

(b)
Compute Mr Laird’s net assessable income before concessionary deductions for the year of assessment 2007/08.
(5 marks)

(c)
Compute Mr Laird’s salaries tax liability for the year of assessment 2008/09. Ignore provisional salaries tax.
(8 marks)

Show all your workings.



(Total 18 marks)



(Adapted HKIAAT Paper 5 Hong Kong Taxation December 2003 C1)

Question 3

Mr Li was a financial controller of a property development company. On 1 February 2009, he retired at the age of 55 after serving the company for 35 years. His wife is a teacher in Hong Kong.

Mr Li supplies you with the following information for the year ended 31 March 2009:

(1)
Salary ($40,000 per month): $400,000

(2)
Bonus: $80,000: Mr Li received the bonus on 1 June 2009. The bonus was paid to him in respect of the company’s financial result for the year ended 31 March 2009.

(3)
Housing allowance ($15,000 per month): $150,000. Mr Li used the allowance to repay a mortgage loan for the purchase of his residence. The residential property was purchased jointly with his wife as joint tenants. The total mortgage loan interest paid by him during the year was $120,000.

(4)
In July 2008, Mr Li was sent to Shanghai, Mainland China, to monitor the operation of the newly established subsidiary there. He received special allowance of $12,000 while he stayed there.

(5)
Mr Li was elected as the company’s best employee and received a cash prize of $10,000.

(6)
Under his contract of employment, Mr Li should retire at 60. Due to the reorganization of the company, he was directed to retire at the age of 55. As compensation, the company paid him a lump sum of $500,000.

(7)
He received a lump sum of $3,000,000 upon retirement from the company’s provident fund. The fund was a MPF exempt recognized occupational retirement scheme. Mr Li was not required to make any contribution towards the scheme.

(8)
During the farewell dinner held on 31 January 2009, he received the following:

(a)
an ex-gratia payment of $27,000 by his employer in recognition of his good performance over the past years;

(b)
a gold plate from his colleagues as a retirement gift. The market value of the gold plate was $8,000.

(9)
Starting from 1 March 2009, Mr Li was employed by a restaurant as a part-time accountant and received a monthly salary of $10,000.

(10)
Mrs Li earned a total salary of $300,000 during the year.

During the year ended 31 March 2009, they paid the following expenses:

	(a)
	Subscription to HKICPA
	$2,100

	(b)
	Subscription to an overseas accountancy body
	$1,650

	(c)
	Approved charitable donations
	$70,000


Mrs Li:

	(a)
	Fees for attending a course of education offered by a university in Hong Kong
	$20,000

	(b)
	Approved charitable donations
	$22,000

	(c)
	Fees paid to a residential care home which provides residential care to her father who was aged 62
	$54,000

	(d)
	Contributions to MPF scheme
	$12,000


Mr and Mrs Li are living with their sons aged 23 and 18. Both of them were full time students during the year ended 31 March 2009. The younger son married in August married in August 2008. Mr Li is nominated to claim the child allowances for the year of assessment 2008/09.

Required:

(a)
Compute the salaries tax payable by Mr and Mrs Li for the year of assessment 2008/09. Ignore provisional salaries tax.
(12 marks)

(b)
Compute the salaries tax payable by Mr and Mrs Li under joint assessment for the year of assessment 2008/09. Ignore provisional salaries tax.
(4 marks)

(c)
Advise whether it is advantageous for Mr and Mrs Li to elect joint assessment for the year of assessment 2008/09.
(1 mark)

(d)
If joint assessment is to their advantage, advise who is liable to pay the tax demanded under joint assessment.
(1 mark)



(Total 18 marks)



(Adapted HKIAAT Paper 5 Hong Kong Taxation June 2004 C1)

Question 4

Mr Wong was employed by a Hong Kong company under a two-year contract starting from 1 October 2006.

You have been supplied with the following information:

(1)
Contract of employment

Contract period: 1 October 2006 to 30 September 2008

Month salary: $50,000

Gratuity: a gratuity based on 20% of Mr Wong’s monthly salary throughout the contract period will be paid at the end of the contract period.

(2)
Renewal of contract of employment

A new contract of employment was signed between Mr Wong and the company on 1 September 2008 under the following terms:

Contract period: 1 October 2008 to 30 September 2011

Monthly salary: $40,000

Gratuity: a gratuity based on 15% of Mr Wong’s monthly salary throughout the contract period will be paid at the end of the contract period.

(3)
Refund of rent

During the years of assessment 2007/08 and 2008/09, Mr Wong’s employer refunded monthly rent of $18,000 to Mr Wong, although Mr Wong had to pay monthly rent of $20,000 to his landlord.

(4)
Passage allowance

Mr Wong received an annual passage allowance of $30,000 from his employer for his travels during his vacation leave. Mr Wong spent $15,000 and $40,000 on overseas travel with his family during his vacation leave in the years of assessment 2007/08 and 2008/09 respectively.

(5)
Travel allowance

Mr Wong’s employer granted an annual travel allowance of $24,000 to Mr Wong for his travel between home and office. Mr Wong spent 2/3 of the allowance on this travel.

(6)
Share option

On 1 May 2007, Mr Wong exercised his right under a share option scheme granted to him by his ex-employer on 1 August 2004 to purchase 100,000 ordinary shares in one of his ex-employer’s subsidiaries at a price of $1.5 per share. It was accepted that he had a non-Hong Kong employment at the time of grant and he spent 60% of his services in Hong Kong during that employment in the year of assessment 2004/05. Mr Wong sold the shares on 1 February 2009.

The market price per share on the following dates was:

	1 August 2004
	$2.5

	1 May 2007
	$3.5

	1 February 2009
	$4.0


(7)
Medical expenses

Mr Wong was admitted to hospital and incurred medical expenses of $32,000 in July 2008. His employer reimbursed $20,000 of this to him upon production of the hospital receipts.

(8)
Each year, Mr Wong donated $100,000 to the Hong Kong Community Chest and contributed $12,000 to a MPF scheme.

(9)
Mr Wong has elected to relate back the contract gratuity received on 30 September 2008.

(10)
Mrs Wong is a housewife and suffers from a physical disability. She is eligible to receive an allowance under the Government Disability Allowance Scheme although she has not claimed it. Mr and Mrs Wong have a son aged 15 who is studying in Hong Kong.

Required:

(a)
Compute Mr Wong’s net chargeable income for the year of assessment 2007/08.
(10 marks)

(b)
Compute Mr Wong’s total assessable income after concessionary deductions for the year of assessment 2008/09.
(8 marks)



(Total 18 marks)



(Adapted HKIAAT Paper 5 Hong Kong Taxation December 2004 C1)

Question 5

Mr Lee is a resident of Singapore and has been employed by a Singapore company for many years. Starting from 15 February 2008, he has been employed by Farbo Ltd, a company incorporated and carrying on business in Hong Kong.

Farbo Ltd paid $50,000 for the air tickets and related expenses for Mr Lee to move his family to Hong Kong. Mr Lee is responsible for Farbo Ltd’s business in Hong Kong and Far East Asia and is required to travel to different countries to perform his duties. During the period from 15 February 2008 to 31 March 2009, he stayed in the following places:

	
	15 February 2008 to 31 March 2008
	1 April 2008 to 31 March 2009

	Hong Kong
	45 days
	200 days

	Singapore
	
	70 days

	Thailand
	
	40 days

	Malaysia (including 14 days vacation leave)
	
	55 days


During the period from 15 February 2008 to 31 March 2008, he received a total salary of $150,000. He was also provided with a hotel suite consisting of 2 bedrooms. Mr Lee paid rent of $1,500 to his employer and a service charge of $400 to the hotel.

He received the following income from his employer during the year ended 31 March 2009:

(1)
Salary: $1,200,000

(2)
Bonus: $150,000

(3)
Accommodation

During the period from 1 April 2008 to 30 June 2008, Mr Lee and his family continued to live in the hotel suite. He paid monthly rent of $1,000 to his employer and a service charge of $800 to the hotel. Starting from 1 July 2008, he moved into a flat which was leased by his employer at a monthly rent of $30,000. Mr Lee was required to pay a monthly rent of $1,200 to his employer.

(4)
Reimbursement of utilities charges

Farbo Ltd reimbursed $18,000 to Mr lee being his expenditure on electricity, gas and telephone charges. The bills were issued in the name of Mr Lee.

(5)
Entertainment allowance

A monthly entertainment allowance of $3,000 was paid to Mr Lee to cover his expenditure for entertaining clients. If the expenditure was greater than the monthly allowance, Mr Lee could claim the excess from the company. However, if the actual expenditure was less than the allowance, Mr lee could keep the balance. Mr Lee was able to show that 50% of the amount was spent for business purposes.

(6)
Travelling expenses

In August 2008, Mr Lee took a 7-day business trip to Malaysia and extended his stay for 14 days as his vacation leave with his family. His employer paid the following expenditure for Mr Lee’s whole family in respect of his 21-day trip:

	
	$

	Air tickets
	

	Mr Lee
	10,000

	Mrs Lee
	10,000

	Mr Lee’s son
	8,000

	
	28,000

	Hotel accommodation and other expenses
	63,000

	
	91,000


(7)
Motor car

Farbo Ltd allowed Mr Lee to use the company car, both for business and private purposes. During the year ended 31 March 2009, depreciation of the car of $15,000 was charged in the profit and loss account of the company. Farbo Ltd paid expenses of $18,000 related to the car and it was agreed that $6,000 was related to the private use of Mr Lee.

Other information:

(8)
Mr Lee contributed $18,000 to the Mandatory Provident Fund during the year ended 31 March 2009.

(9)
Mr Lee is married and his wife is a housewife. They have a son aged 15 years old who is studying full-time in Hong Kong.

(10)
Mr Lee contributed $20,000 to his father who is aged 70 years old and was living in Singapore during the year ended 31 March 2009. His father holds a Hong Kong identity card.

Required:

(a)
Explain whether Mr Lee is liable to salaries tax for the year of assessment 2007/08. If so, compute Mr Lee’s assessable income for the year of assessment 2007/08.
(6 marks)

(b)
Compute the salaries tax payable by Mr Lee for the year of assessment 2008/09. Ignore provisional salaries tax.
(12 marks)

Show all your workings.


(Total 18 marks)


(Adapted HKIAAT Paper 5 Hong Kong Taxation June 2005 C1)
Question 6

Mr Deane is a UK resident and is employed by BB Ltd, a company incorporated and carrying on business in England. In recent years, Mr Deane had to stationed in Hong Kong and he visited different places when carrying out his duties. It is accepted that Mr Deane’s employment with BB Ltd is located outside Hong Kong. You have been supplied with the following information in respect to Mr Deane for the year ended 31 March 2009:

(1)
Mr Deane stayed in the following places:

	Place
	Days

	Hong Kong
	280

	Mainland Chine
	25

	Europe (including 15 days’ vacation leave)
	60

	
	365


Details of the expenses paid by the employer in respect of his trips:

	
	Days
	Cost of air tickets
	Hotel and other expense

	
	
	$
	$

	Various business trips to Mainland Chine
	25
	8,000
	60,000

	Various business trips to Europe
	15
	30,000
	38,000

	Trip to Europe in July 2008
	45
	22,000
	60,000


During his trip to Europe in July 2008, Mr Deane was accompanied by his wife. He took a 30-day business trip followed by 15 days’ vacation leave. It was estimated that air ticket costs of $11,000 and other expenses of $15,000 included above were expended for his wife for the entire trip.

(2)
Salary: $1,200,000

(3)
Bonus: $300,000

(4)
Allowance for stays in Hong Kong: $28,000
Allowance for stays outside Hong Kong” $23,250

(5)
Mr Deane leased a flat in Hong Kong for his accommodation at a monthly rent of $30,000. His employer refunded the whole amount to him.

(6)
Mr Deane’s son is studying in England and the school fees were paid by the employer directly to the school. BB Ltd paid total school fees of $120,000 during the year.

(7)
Share options

On 1 May 2008, Mr Deane purchased a share option from BB Ltd at a cost of $5,000, which entitled him to take up 100,000 shares at $2 each in BB (Holdings) Ltd, the parent company of BB Ltd. Mr Deane exercised the option on 31 December 2008 and sold the shares on 1 February 2009.

The market prices per share on the following dates were:

	1 May 2008
	$3.5

	31 December 2008
	$5.0

	1 February 2009
	$7.0


(8)
Subscription fee

Mr Deane paid a yearly subscription fee of $30,000 to join a club as required by his employer. Joining the club assisted Mr Deane in promoting BB Ltd’s business activities. BB Ltd reimbursed the subscription fee to him.

(9)
Mr Deane earned $60,000 from his part-time employment with an university in Hong Kong.

(10)
Mr Deane is married with a son aged 20. As mentioned in (6) above, his son is studying in England. Mrs Deane is a freelance writer and earned $150,000 during the year ended 31 March 2009. Her income is chargeable to profits tax.

Required:

(a)
Compute the number of days attributable to Mr Deane’s Hong Kong services for the year of assessment 2008/09.
(4 marks)

(b)
Compute Mr Deane’s salaries tax liabilities for the year of assessment 2008/09. Ignore provisional salaries tax.

Show all your workings.
(14 marks)


(Total 18 marks)



(Adapted HKIAAT Paper 5 Hong Kong Taxation December 2005 C1)

Question 7

Mr Murphy worked with CD Trading Ltd in England before 1 September 2006. He was seconded to Hong Kong and was employed by CD (HK) Ltd, a subsidiary of CD Trading Ltd, under a two and a half year contract from 1 September 2006 to 28 February 2009. After completion of the employment contract, Mr Murphy returned to England on 1 March 2009.

Mr Murphy received the following income during the year ended 31 March 2009:

(1)
Total salaries: $880,000 ($80,000 x 11)

(2)
Bonus: $120,000

(3)
Entertainment allowance: $36,000 (Note a)

(4)
Passage allowance: $50,000 (Note b)

(5)
Terminal passage: $30,000 (Note c)

(6)
Leave pay: $20,000 (Note d)

(7)
Contract gratuity: $480,000 (Note e)

(8)
Additional gratuity: $100,000 (Note f)

(9)
50,000 shares in CD Trading Ltd with a face value of $2 per share were given to him on 1 July 2008 when the market price was $5 per share.

(10)
On 1 September 2005, when he was working with CD Trading Ltd, Mr Murphy was granted an option to purchase 100,000 shares of CD Trading Ltd at $3 each within 3 years without consideration. The market price on that date was $6 per share. It was accepted that his employment with CD Trading Ltd was a non-Hong Kong employment. During the year of assessment 2005/06, Mr Murphy stayed and worked in Hong Kong for 73 days. On 1 May 2008, Mr Murphy exercised the option when the market price was $4.50 per share.

(11)
Mr Murphy was provided with a flat during his employment with CD (HK) Ltd at a monthly rent of $2,000 directly deducted from his salary. CD (HK) Ltd paid monthly rent of $25,000 to the landlord for the flat.

Notes:

(a)
Mr Murphy was able to show that 2/3 of the allowance was spent for business purposes.

(b)
Mr Murphy spent $30,000 on overseas travel during his vacation with his spouse.

(c)
Upon termination of Mr Murphy’s employment, CD (HK) Ltd paid $16,000 to purchase air tickets for Mr and Mrs Murphy to relocate them from Hong Kong to England.

(d)
The payment was received in respect of the leave not taken.

(e)
Mr Murphy was entitled to receive a contract gratuity upon satisfactory completion of his employment contract.

(f)
This was paid to Mr Murphy upon the termination of employment in recognition of his excellent past services. The additional gratuity was not provided in the contract.

Other information

(1)
Mr Murphy did not elect to have his income related back.

(2)
Mr Murphy is married with one child. Mrs Murphy is a housewife and their son, aged, 22, is studying at a university in England.

Required:

(a)
Explain the tax obligations of CD (HK) Ltd on the cessation of Mr Murphy’s contract of employment and return to England.
(6 marks)

(b)
Compute Mr Murphy’s salaries tax liabilities for the year of assessment 2008/09.
(12 marks)

Show all your workings.



(Total 18 marks)



(Adapted HKIAAT Paper 5 Hong Kong Taxation June 2006 C1)

Question 8

Mr Park is employed by CP (HK) Ltd as general manager. The company is incorporated and carries on business in Hong Kong. During the year ended 31 March 2009, Mr Park made the following trips:

	Mainland China
	90 days

	Singapore
	25 days

	Europe
	25 days (including 15-day vacation leave)


You have been supplied with the following information for the year ended 31 March 2009:

(1)
Salary: $1,200,000

(2)
Bonus: $200,000

(3)
Mr Park rented a flat for his residence at a monthly rent of $30,000. His employer refunded $25,000 per month to him but deducted $2,500 per month as rent paid to the employer. The rateable value of the flat for the year was $300,000.

(4)
CP (HK) Ltd provided him with a car for his own use. The car was leased by the company at an annual rent of $40,000. Mr Park used the car 80% of the time for business use. The total running cost (including petro) was $30,000 and CP (HK) Ltd reimbursed the whole amount to him.

(5)
CP (HK) Ltd employed a local domestic servant for him at a cost of $48,000 annually.
(6)
CP (HK) Ltd refunded his utilities bills of $32,000 for the year.

(7)
In August 2008, Mr Park took a 10-day business trip to Europe, followed by a 15-day vacation leave there. CP (HK) Ltd paid $60,000 to the travel agent for Mr Park and his wife for the entire trip. The cost of the air tickets was estimated to be $9,000 each.

(8)
Mr Park received a special bonus of $30,000 due to his outstanding performance during the last two years.

(9)
CP (HK) Ltd has a subsidiary in Singapore called CP (Far East) Ltd. CP (Far East) Ltd has a liaison office in Hong Kong and Mr Park is appointed as a liaison officer. All the liaison work is carried out in Hong Kong. CO (Far East) Ltd does not carry on business in Hong Kong. Mr Park received $120,000 from CP (Far East) Ltd during the year.

(10)
He was invited by a university in Hong Kong to give 10 lectures and received $30,000 for this work.

(11)
He contributed $24,000 to the recognized retirement scheme.

(12)
He is married with 2 children aged 28 and 20. The elder son is mentally disabled and is not working. His second son is studying at a university in Australia.

Required:

(a)
Compute Mr Park’s holiday journey benefits chargeable to salaries tax as mentioned in note (7).
(4 marks)

(b)
Compute Mr Park’s salaries tax liability for the year of assessment 2008/09. Ignore provisional salaries tax.
(12 marks)

(c)
Compute the rental value in respect of the place of residence provided by the employer to Mr Park for the year of assessment 2008/09.
(2 marks)

Show all your workings.


(Total 18 marks)


(Adapted HKIAAT Paper 5 Hong Kong Taxation December 2006 C1)

Question 9

Mr Wu is employed as a financial controller by a Hong Kong company. He is required to go to Mainland China to look after the affairs of his employer’s subsidiary company there.

You have been supplied with the following information of Mr Wu for the year ended 31 March 2009:

(1)
Number of days worked in Mainland China: 50 days

(2)
Salary: $912,500

(3)
Bonus: $100,000

(4)
Housing allowance: $120,000

Mr Wu used the allowance to subsidise the repayment of the mortgage loan of his dwelling with monthly payment of $22,000.

(5)
Passage allowance for holiday: $60,000

Mr Wu spent $40,000 on overseas traveling with his wife during the vacation.

(6)
Gratuity: $240,000

The gratuity was paid to him in recognition of his good performance for the last 2 years.

Mr Wu is married and Mrs Wu is working as a sales representative in an import/export firm. During the year ended 31 March 2009, she received the following:

(1)
Salary: $36,000

(2)
Commission: $140,000

Mr and Mrs Wu purchased a property as their dwelling as joint tenants by means of a mortgage loan from a local bank. The monthly repayment was wholly made by Mr Wu with the assistance of the housing allowance mentioned in note (4) above. Mr Wu paid mortgage loan interest of $160,000 during the year ended 31 March 2009.

During the year ended 31 March 2009, Mr and Mrs Wu incurred the following expenses

Mr Wu:

	(a)
	Membership subscription to HKICPA
	$2,100

	(b)
	Cash donations to approved charitable organizations
	$20,000

	(c)
	Contributions to MOF scheme
	$18,000

	(d)
	Salary to domestic helper
	$36,000


Mrs Wu

	(a)
	Allowable outgoings and expense: 5% on commission
	

	(b)
	Student membership fee to a professional association
	$1,000

	(c)
	Course fees and examination fees for examinations organized by the professional association (examination fee: $1,200)
	$4,400

	(d)
	Cash donations to approved charitable organizations
	$80,000

	(e)
	Contributions to MPF scheme
	$8,000


Mr and Mrs Wu are living with their son aged 12 and Mr Wu’s father aged 58.

Mr and Mrs Wu claimed their charitable donations in their own 2008/09 tax returns. Mr Wu is nominated to claim all other allowances.

Required:

(a)
Compute Mr Wu’s salaries tax liability for the year of assessment 2008/09. Ignore provisional salaries tax.
(8 marks)

(b)
Compute Mrs Wu’s salaries tax liability for the year of assessment 2008/09. Ignore provisional salaries tax.
(4 marks)

(c)
Compute Mr and Mrs Wu’s salaries tax liability under joint assessment for the year of assessment 2008/09.
(5 marks)

(d)
Assuming that it is advantageous for Mr and Mrs Wu to elect for joint assessment, advise who is liable to pay the tax charged under joint assessment.



(1 mark)


Show all your workings.



(Total 18 marks)



(Adapted HKIAAT Paper 5 Hong Kong Taxation June 2007 C1)

Question 10

Mr Kwan is a director and shareholder of two Hong Kong companies, Company A and Company B. Company B is a wholly owned subsidiary of Company A.

During the year ended 31 March 2009, he received the following income:

	
	
	Company A
	Company B

	
	
	$
	$

	(1)
	Salaries
	600,000
	120,000

	(2)
	Bonus
	75,000
	10,000

	(3)
	Dividend
	150,000
	100,000


(4)
Mr Kwan rented a flat for his residence at a monthly rent of $30,000. Company B refunded $28,000 to him. The rateable value of the flat for the year of assessment 2008/09 was $240,000.

(5)
During the year, Mr Kwan took a ten-day business trip to Germany to be followed by eight days’ vacation leave there. Mrs Kwan traveled with him throughout the trip. Company A paid $44,000 for the whole trip for both of them as follows:

Air tickets: $20,000 ($10,000 each)

Accommodation and meals: $18,000

Sightseeing expenses during vacation: $6,000

(6)
On 15 August 2008, Mr Kwan received a notice of salaries tax assessment from the Inland Revenue Department with salaries tax of $88,000 and $13,000 due on 3 January 2009 and 3 April 2009 respectively. Company A paid the tax for Mr Kwan on the due dates.

(7)
On 1 February 2008, Mr Kwan was granted the right to acquire at a cost of $20,000 an option with which he was entitled to purchase 100,000 shares of Company A’s shares at $2.5 per share within two years. On 30 April 2008, he acquired the option. On 1 July 2008, Mr Kwan assigned half of the option to his friend at a consideration of $110,000. On 1 September 2008, he exercised the other half of the option. The market value of the shares of Company A at the above relevant dates were as follows:

	Date
	Market value per share

	
	$

	1 February 2008
	5.10

	30 April 2008
	4.80

	1 July 2008
	7.50

	1 September 2008
	8.20

	31 March 2009
	10.00


During the year ended 31 March 2009, Mr Kwan paid the following expenses:

(1)
Allowable outgoings and expenses: $8,000

(2)
Cash donations to approved charitable institutions: $220,000

(3)
Mandatory contributions to MPF scheme: $12,000

(4)
Salary to domestic helper: $36,000
Mr Kwan is a housewife. Mr and Mrs Kwan are living with their child aged 13 and Mr Kwan’s parents aged 62 and 58 respectively.

In February 2009, Mr Kwan informed Company B that he intended to purchase a residence by means of a mortgage loan starting from 1 April 2009. Company B advised Mr Kwan that instead of refunding him the monthly rent of $28,000, the company would pay him a housing allowance of $30,000 starting from 1 April 2009 to assist him to repay the mortgage loan.

Required:

(a)
Compute the taxable amount of Mr Kwan’s holiday journey benefit for the year of assessment 2008/09.
(3 marks)

(b)
Compute Mr Kwan’s share option gain for the year of assessment 2008/09.



(3 marks)

(c)
Compute Mr Kwan’s net assessable income and net chargeable income for the year of assessment 2008/09.
(8 marks)

(d)
Advise Mr Kwan about the salaries tax implications on the rent refund, the housing allowance and the repayment of mortgage loan.
(4 marks)



(Total 18 marks)



(Adapted HKIAAT Paper 5 Hong Kong Taxation December 2007 C1)

Question 11

Mr Lee is a resident of Singapore. Starting from 1 April 2007, he was employed by CB Limited as general manager. CB Limited is a company incorporated and is carrying on business in Hong Kong. The employment contract was negotiated and signed in Singapore between Mr Lee and a director of the company. Mr Lee’s remuneration was paid to him in Hong Kong.

During the year ended 31 March 2008, Mr Lee received the following income:

(1)
Salaries: $1,440,000

(2)
Bonus: $90,000

(3)
CB Limited paid $50,000 to purchase air tickets for Mr Lee and his family to relocate them from Singapore to Hong Kong. During the year, Mr Lee, together with his wife, went to Japan for ten days during the vacation leave and he received a holiday passage of $25,000 from CB Limited. He spent the whole sum for joining a holiday tour and he submitted the receipts rent of $24,000 to him.

(4)
During the period from 1 April 2007 to 30 April 2007, Mr Lee lived in a hotel suite with one bedroom and the bill of $18,000 was issued for the account of CB Limited. Starting from 1 May 2007, he leased a flat at a monthly rent of $25,000 and CB Limited reimbursed monthly rent of $24,000 to him.

(5)
CB Limited paid electricity, gas and water bills on behalf of Mr Lee in the total sum of $32,000.

(6)
For business purposes, Mr Lee joined a recreation club for an entrance fee of $60,000 with an annual membership fee of $48,000. He received a 50% reimbursement from CB Limited for both the entrance fee and annual membership fee.

(7)
CB Limited provided Mr Lee with a company car for personal use. The cost of the car was $300,000 and its second hand value as at 31 March 2008 was $210,000. Mr Lee received monthly petrol allowance of $1,500 starting from 1 April 2007.

(8)
On 1 September 2007, he was granted the right to subscribe for 100,000 shares in CB Holding Limited, the parent company of CB Limited, at a price of $3 each. On 1 February 2008, he exercised the option. On 15 March 2008, he sold 50,000 shares. The market values of the shares of CB Holding Limited at the above relevant dates were as follows:

	Date
	Market value per share

	1 September 2007
	$5

	1 February 2008
	$8

	15 March 2008
	12


During the year ended 31 March 2008, Mr Lee paid for the following expenses:

(1)
Membership fee to a professional management association in Singapore: $2,500

(2)
Tuition fees for a Higher Diploma course in China Business organized by a university in Hong Kong: $10,000

(3)
Cash donations to approved charitable institutions: $200,000

(4)
Mandatory contributions to an MPF scheme: $12,000

Mr Lee is married with two children. Mrs Lee is a housewife and she spent half of the year ended 31 March 2008 in Singapore. Their children are aged 27 and 22 and they are studying full-time in Singapore.

Required:

(a)
Explain to Mr Lee whether he has a Hong Kong employment.



(5 marks)

(b)
Compute Mr Lee’s chargeable share option gain for the year of assessment 2007/08.
(2 marks)

(c)
Compute Mr Lee’s salaries tax liability for the year of assessment 2007/08. (Show all your workings.)
(11 marks)



(Total: 18 marks)



(Adapted HKIAAT Paper 5 Hong Kong Taxation June 2008 C1)

Question 12

Mr Cole has been employed as a sales manager by A Ltd in France for many years. Starting from 1 April 2007, he has been assigned to Hong Kong to oversee A Ltd’s subsidiary, A (HK) Ltd, in Hong Kong and to be responsible for the company’s operations in Far East Asia. During his assignment to Hong Kong, he is still under the employment of A Ltd. It is accepted that his employment with A Ltd is located outside Hong Kong.

You have been supplied with the following information regarding the year ended 31 March 2008:

	(1)
	Travel schedule:
	Days

	
	Hong Kong
	177

	
	Singapore
	46

	
	Mainland China
	85

	
	Thailand
	28

	
	Japan (on vacation)
	30

	
	
	366


(2)
A Ltd paid traveling expenses of $46,000 for Mr Cole’s relocation to Hong Kong on 1 April 2007 with his family.

(3)
Salary: $1,800,000

(4)
Bonus: $200,000

(5)
Allowance during his stays in Hong Kong: $88,500 ($500 x 177 days)

(6)
Allowance during his stays in Mainland China: $25,500 ($300 x 85 days)

(7)
On 1 April 2006, Mr Cole was granted an option to purchase 100,000 shares of A Ltd for $2 each with vesting period for 2 years. Mr Cole had not visited Hong Kong during the year ended 31 March 2007. Mr Cole exercised the option on 31 March 2008. The market prices of the shares were:
	1 April 2006
	$4.20 per share

	31 March 2007
	$5.50 per share

	31 March 2008
	$6.60 per share


(8)
Mr Cole was provided with a flat for his residence. The flat is owned by A (HK) Ltd. A (HK) Ltd deducted a rent of $1,000 from his salary monthly for the accommodation.

(9)
Mr Cole was employed by a university in Hong Kong to give some lectures. He received salary of $50,000 for such lectures.

(10)
Mr Cole is married and his wife is a housewife. They have a child, who was born on 10 January 2008.

(11)
Mr Cole’s father is aged 70 and is living in France. Mr Cole gave his father $20,000 for living expenses during the year.

Required:

(a)
According to DIPN 10, the Commissioner of Inland Revenue will accept that an employment is located outside Hong Kong if certain factors are satisfied. What are these factors?
(3 marks)

(b)
Compute Mr Cole’s total number of days attributable to Hong Kong services for the year of assessment 2007/08.
(3 marks)

(c)
Compute Mr Cole’s chargeable share option gain for the year of assessment 2007/08.
(3 marks)

(d)
Compute Mr Cole’s salaries tax liability for the year of assessment 2007/08. Ignore provisional salaries tax.
(9 marks)


Show all your workings.



(Total 18 marks)



(Adapted HKIAAT Paper 5 Hong Kong Taxation December 2008 C1)

Question 13

Mr Fong is employed as an accounting manager of EF Ltd, a company incorporated and carrying on business in Hong Kong. You have been supplied with the following information regarding the year of assessment 2007/08:
(1)
Annual salary: $1,500,000

(2)
Bonus: $300,000

(3)
Mr Fong took a 12-day business trip to Germany and Mrs Fong travelled with him. EF Ltd paid the following expenses in connection with the trip:
	
	Mr Fong
	Mrs Fong

	Air tickets
	$12,000
	$12,000

	Accommodation
	$22,000
	No extra cost

	Meals
	$25,000
	$25,000

	Sightseeing tour
	Nil
	$3,000


(4)
On 1 May 2007, he was granted an option to subscribe for 200,000 of EF Ltd’s shares at $3 each within 2 years. He paid $10,000 for the option on 15 May 2007. He exercised part of the option to purchase 100,000 shares on 1 December 2007. The market values per share were as follows:
	1 May 2007
	$5

	15 May 2007
	$6.5

	1 December 2007
	$8

	31 March 2008
	$7


(5)
Mr Fong rented a flat for his residence at a monthly rent of $22,000. His employer refunded $18,000 to him upon production of tenancy agreement and rental receipts. The rateable value of the flat for the year was $240,000.
(6)
Mr Fong obtained a loan of $450,000 from his employer to purchase a car for his own use. During the year, he paid interest of $6,000 to his employer. If he had obtained the loan from a bank, he would have been required to pay interest of $30,000.
(7)
At the annual dinner held by the employer on 31 December 2007, he won a cash coupon of $3,000 in the lucky draw.
(8)
Mr and Mrs Fong had paid the following expenses during the year:
	
	
	Mr Fong
	Mrs Fong

	
	
	$
	$

	(a)
	Membership subscriptions to HKICPA
	2,350
	2,350

	(b)
	Cash donations to approved charitable organizations
	15,000
	5,000

	(c)
	School fees for a Master’s degree programme at The University of Hong Kong
	40,000
	0

	(d)
	Fees paid to a residential care home for Mr Fong’s father who is aged 70
	70,000
	0


(9)
Mrs Fong is a housewife. The couple have a child aged 12. They are living with Mrs Fong’s father and mother who are aged 65 and 58 respectively.
Required:

(a)
Advise Mr Fong about the conditions under which an individual is entitled to a married person’s allowance and if he is entitled to such an allowance.
(5 marks)

(b)
Compute the salaries tax payable by Mr Fong for the year of assessment 2007/08. Ignore provisional salaries tax. All workings must be shown.


(14 marks)

(c)
Briefly explain the tax treatment of the following items under salaries tax:
(i)
Trip expenses paid by the company (item 3)

(ii)
Loan from employer (item 6)

(iii)
Cash coupon (item 7)



(6 marks)



(Total 25 marks)



(Adapted HKIAAT Paper 5 Principles of Taxation Pilot Paper 2008 C1)


P. 12

