QP Training Course
MD – Taxation Answers


Chapter 6 Salaries Tax: Personal Allowances
Answer 1
(a)

The gain on the sale of Property A should not be taxable for the following reasons:

· Property A is the matrimonial home of John and his wife. It is not held for trading purposes.

· There is no intention to trade.

· The sale was merely the disposal of one long term investment and to deploy the capital funds to finance another long term investment.

· As there is no evidence suggesting an adventure in the nature of trade, the capital gains on disposal of Property A would not be taxable.
(b)

On the facts before us, John should be entitled to the following allowances:

· Basic allowance (if wife is separately assessed for salaries tax) or

· Married person’s allowance (if wife is not separately assessed for salaries tax)

· Child allowance (for his son)

· May be entitled to dependent parent allowance if his father /parents is/are living with him or he is supporting his father /parent financially (i.e. not less than HK$12,000 p.a.)

· Mortgage loan interest deductions under s.26E. Where a person pays during any year of assessment any home loan interest for the purposes of a home loan obtained in respect of a dwelling which is used at any time in that year of assessment by the person exclusively or partly as his place of residence, a deduction in respect of the home loan interest shall be allowable to that person for that year of assessment. The amount deductible is the home loan interest actually paid by the taxpayer in the year of assessment, subject to a maximum amount of HK$100,000, and the deduction is granted to each person for 15 years of assessment with effective from the year of assessment 2012/13, whether continuous or not. John should be entitled to claim deductions for mortgage interest incurred on Property B subject to a cap of HK$100,000.
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