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A
Deemed business receipts

1.
Section 15 is supplementary to section 14.  

2.
Section 15 reads:

(a) For the purpose of this Ordinance, the sums described in the following paragraphs shall be deemed to be receipts arising in or derived from Hong Kong from a trade, profession or business carried on in Hong Kong – 

(a)
Sums received from exhibition or use of film or recording etc. in Hong Kong;

[Without the provision, it is hard to say that a mere permission by a foreign film producer or film owner company to a local film company or cinema to exhibit films in Hong Kong amounts to carrying on a trade or business in Hong Kong.]

(b)
Sums received from the use of patents, designs, trademarks or copyrights etc. in Hong Kong;

[Similar to (a) above.]

(ba)     Sums received by or accrued to a person in respect of the use or right to use of patent, design, trademarks, copyright materials, secret process or formula or other property of similar nature outside HK whereas the sums (so received or accrued to that person outside Hong Kong) are deductible in ascertaining the assessable profits of a person in HK. 

[This provision was added after Emerson Radio Corp.]

(c)
Sums received by way of grants or financial assistance (for example, Zim Israel Navigation v. CIR 1 HKTC 573) excluding sums received in connection with capital expenditure of the recipient;

[It is anti-avoidance provision.  The sum may be, in substance, trading receipt from an associated company.]

(d)
Sums received from hiring movable machines for use in Hong Kong;

[Similar to (a) above.]

(e)
    - Deleted  -

(f)
Sums received by corporations carrying on a trade, profession or business in Hong Kong by way of interest derived from Hong Kong;

[This is to prevent an argument that a mere receipt of interest requires no business efforts. Therefore, no business is carried on in placing money at banks and hence the interest is not derived from any business activities.  On the other hand, dormant companies, which do not carry any business at all but receive interest income, may escape liability.

On the other hand, dormant companies, which do not carry any business at all but receive passive interest income without rolling-over, may escape tax liability as a matter of practice of IRD.] 

The IRD practice should be carefully considered in light of Bartica v CIR: Any gain use of an asset by a company incorporated for the purpose of profit making amounts to a business, the income of which, including interest income from placing deposit at bank, may be subject to tax as a matter of law.]

Note should that, as a matter of statute law, the Exemption From Profits Tax (Interest Income) Order exempts from tax, with effect from 22 June 1998, in general, companies deriving interest income from placing deposits of Hong Kong currency or otherwise at banks.] 

(g)
Sums received by persons other than corporations carrying on a trade, profession or business in Hong Kong by way of interest derived from Hong Kong;

[Similar to (g) above.]

(h)
Sums refunded to an employer in respect of contributions made by him to an approved retirement scheme.  The amount to be assessable is limited to that allowed to the employer in the past as an allowable deduction;

[An entry of reversal.]

(i)
Sums received by a financial institution by way of interest which arises through or from the carrying on by the financial institution of its business in Hong Kong;

[The interest income is assessable to profits tax despite that the fact that the money lent in respect of the interest received is made available outside Hong Kong.

In practice, interest income received by financial institutions may be assessed on 50:50 basis.]

(j)
Sums received by corporations on disposal of certificates of deposit or bills of exchange;

[Certificates of deposit are held by courts to be capital assets and hence the profits from the sale of certificates of deposit are capital gains not chargeable to profits tax.]

(k)
Similar to (j) above but applies to persons other than corporations;

(l)
Similar to (j) above but applies to financial institutions;

(m)
Sums received by persons as consideration for transferring a right to receive income.

[It is an anti-avoidance provision] 


Other sections, such as section 16(1)(d)(ii) for the recovery of bad debts also deems certain receipts to be assessable to profits tax.

Section 15(2) provides that when a bad debt has been previously allowed to a taxpayer as a deduction but that at some later time, the debt, either in whole or in part, has been released by the taxpayer, that part of debt released is deemed to be assessable at the time of the release. 

[In practice, the debt may be released for consideration received by the taxpayer.]
B
Post cessation receipts and expenses

1.
Section 15C - Valuation of trading stock on cessation of business.

2.
Section 15C(b) - To take the open market value of the stock if there is no purchaser of the closing stock for the ceased business.

3.
Section 15D (1) - Use accrual concept to assess post cessation receipts.  Such receipts are assessable as income in the cessation year of assessment.  Example: bad debts recovered after date of cessation.  

Bad debts recovered after cessation are treated as business receipts in the cessation year of assessment.

4.
Section 15D(2) - Use accrual concept to assess post cessation expenses.  Such expenses are deductible in the year of cessation.  For example, trade debts proved to be bad after date of cessation are allowable in the cessation year of assessment.

C
Special classes of taxpayers

1.
Local agents acting on behalf of non-resident persons - section 20A

2.
Non-resident sportsmen and entertainers - section 20B

3.
Consignment sales - section 20A(3)

4.
Life insurance companies - section 23

5.
Non-life insurance companies - section 23A

6.
Clubs and trade associations - section 24

7.
Shipping and aircraft companies – section 23B, 23C and 23D

1.
Local agents on behalf of non-resident persons - section 20A(1) and (2)

Generally, a non-resident is chargeable to tax in the name of his agent in respect of all his (the non-resident’s) profits arising from HK from any trade, profession or business carried on in HK, whether or not the agent has the receipt of the profits and the tax can be recovered out of the assets of the non-resident or from the agent. The agent is required to retain from the assets sufficient money to pay the tax.
An agent is defined under section 2 of the Ordinance.

A local agent is required to pay tax on behalf of the non-resident person but the local agent has a right under section 20A(2) to retain money due from the non-resident person to pay the relevant tax.

Section 20A is a provision for collection of tax and not for assessment of a person’s tax liability.  Thus, if a non-resident person’s income is not assessable to tax any way, the local person is not obliged to retain any money of the non-resident person or pay tax on behalf of the latter.

Whether a non-resident person’s income is to be assessable to profits tax is determined by sections 14 and 15 of the Ordinance.

A mere fact that a non-resident person receives income from or through a local person does not make the local person an agent of the non-resident person under section 20A - see Asia Television v. CIR.


Section 20A:
             
(1) A non-resident person shall be chargeable to tax either directly or in the name of his agent in respect of all his profits arising in or derived from Hong Kong from any trade, profession or business carried on in Hong Kong whether such agent has the receipt of the profits or not, and the tax so charged whether directly or in the name of the agent shall be recoverable by all means provided in this Ordinance out of the assets of the non-resident person or from the agent. Where there are more agents than one they may be charged to tax jointly or severally in respect of the profits of the non-resident person and shall be jointly and severally liable for the tax thereon. 
(2) Every person chargeable to tax as agent, or from whom tax is recoverable in respect of the profits of another person, shall retain out of any assets coming into his possession or control on behalf of such other person or in his capacity as agent so much thereof as shall be sufficient to produce the amount of such tax, and he shall be and is hereby indemnified against any person whomsoever in respect of his retention of such assets. 

(3) Notwithstanding anything contained in subsections (1) and (2), any person who sells any goods in Hong Kong on behalf of a non-resident person shall furnish quarterly to the Commissioner a return showing the gross proceeds from such sales and shall at the same time pay to the Commissioner a sum equal to 1% of such proceeds or such lesser sum as may have been agreed with the Commissioner. On receipt of such sum the Commissioner shall issue a certificate in the form specified by the Board of Inland Revenue: 

Provided that the Commissioner may exempt any such person from the provisions of this subsection on such conditions as he may consider fit.
Anti-avoidance provision – Hong Kong taxpayer trading with non-residents – transfer pricing problem

Section 20(2) provides that where a non-resident carries on business with a closely connected resident and the business is so arranged that it produces to the resident either no profit or profits less than the ordinary profits that might be expected to arise from business with an independent concern, the business so carried on may be treated as carried on in HK by the non–resident through the resident as agent.

Section 20(1) provides that two persons are closely connected if they are substantially identical or the ultimate controlling interest of each is owned by the same persons or person. 

Where the true profit of a non-resident from a trade, profession or business carried on in HK cannot be readily ascertained, they may be computed on a fair percentage of the turnover in HK. 

Where the accounts of a non-resident who has a branch in HK but whose head office is outside HK, do not disclose the true profits of a HK permanent establishment, the profit of the HK branch is taken to be the amount which bears to the non-resident’s total worldwide profits, the same proportion as his turnover in HK bears to the total worldwide turnover.
Section 20:


(1) For the purposes of this section- 
(a) a person is closely connected with another person where the Commissioner in his discretion considers that such persons are substantially identical or that the ultimate controlling interest of each is owned or deemed under this section to be owned by the same person or persons;

(b) the controlling interest of a company shall be deemed to be owned by the beneficial owners of its shares, whether held directly or through nominees, and shares in one company held by or on behalf of another company shall be deemed to be held by the shareholders of the last-mentioned company.
(2) Where a non-resident person carries on business with a resident person with whom he is closely connected and the course of such business is so arranged that it produces to the resident person either no profits which arise in or derive from Hong Kong or less than the ordinary profits which might be expected to arise in or derive from Hong Kong, the business done by the non-resident person in pursuance of his connection with the resident person shall be deemed to be carried on in Hong Kong, and such non-resident person shall be assessable and chargeable with tax in respect of his profits from such business in the name of the resident person as if the resident person were his agent, and all the provisions of this Ordinance shall apply accordingly. 

Trade mark and film right royalties

Non-resident who receive sums described in section 15(1) paragraphs: 


(a) [film right royalty],


(b) [trade mark royalty] and

    
(ba) [trade mark royalty trade mark royalty deductible in computing a HK person’s assessable profit but for use of trade mark outside HK] 

is liable to Hong Kong Tax.

Any person in Hong Kong who paid or credited the above sums (and not other sums) to the non-resident is deemed to be the agent of the non-resident and hence liable to pay the Hong Kong tax on behalf of the non-resident. 

[For instance, a Hong Kong company paid the purchase price of goods imported from France is not deemed to be the agent of the French exporter.]


Non-resident entertainers and sportsmen

If a non-resident receives sums for performance in HK as an entertainer or sportsman, his or her income will also be chargeable to HK tax. 
The person who pays the non-resident entertainer or sportsman, has to deduct from that sum payable to the non-residents sufficient money to meet the tax due.

Calculation of Hong Kong payable by Hong Kong agent on behalf of the non-residents

Trade mark or film right royalties

Amount of tax payable by the HK agent for sums chargeable under sections 

15(1)   

(a)   [film right royalty], 


(b)   [trade mark royalty] and 

(ba) [trade mark royalty deductible in computing a HK person’s assessable profit but for use of trade mark outside HK] 

is calculated at the tax rate on the deemed assessable profit.  

The deemed assessable profit is 30% of the sums paid by the HK payer if the sum is received by or accrued to the royalty recipient on or after 1 April 2003 and there is no involvement of tax avoidance scheme: Section 21A.

The 30% is reduced to 10% if the royalty is received by or accrued to the royalty recipient before 1 April 2003 in the absence of tax avoidance scheme. 

If there is tax avoidance scheme involved, the 30% will be increased to 100%.

Section 20B is enacted for calculating tax for the following 2 kinds of income or 2 kinds of taxpayers:

(a)
Sums deemed to be trading receipts arising from Hong Kong under section 15(1)(a);

(b)
Sums deemed to be trading receipts arising from Hong Kong under section 15(1)(b);

(c)
Sums deemed to be trading receipts arising from Hong Kong under section 15(1)(ba);

(d)
Income derived by non-resident entertainers performing on commercial occasions in Hong Kong; and

(e) 
Income derived by non-resident sportsmen performing on commercial occasions in Hong Kong; and



Example of tax calculation in respect of royalty payment

	
	Normal situation without tax avoidance


	
	

	
	
	
	
	

	
	Royalties payable to a non-resident company
	$1,000,000
	

	
	
	
	
	

	
	Deemed assessable profits
	[30% of royalties]
	$300,000
	

	
	
	
	=======
	

	
	Tax payable thereon @ 
	
	xxxx
	

	
	
	
	======
	

	
	
	
	
	

	
	In tax avoidance cases, the percentage of 30 will be increased to 100.

	
	
	
	
	


There is a tax avoidance scheme if there is sale and lease back of patent, trade mark etc., that is the patent or trade mark is originally owned by a person in HK, then subsequently transferred to some person outside HK and then leased back to a person in Hong Kong for use. 

If the royalty payer and royalty recipient are associates, for example, parent and subsidiary companies, there is a presumption that there is a tax avoidance scheme unless it is proved to the satisfaction of the CIR that no person has ever owned the trade mark or patent in HK: Section 21A (1)(a).

2.
Non-resident entertainers and sportsmen
Amount of tax payable by the HK agent for fees paid by it to the non-resident entertainers and non-resident sportsmen is calculated at the tax rate on the assessable profit of the non-residents. 

The assessable profit of those non-residents is arrived at by allowing deductions of one third of the gross fees payable to the non-residents: CIR’s practice to allow the 1/3 deduction.



Example

	
	
	
	
	

	
	
	Sum payable to non-resident entertainers or sportsmen
	$900,000
	

	
	Less:
	Allowable deductions by CIR’s concession [1/3 of the sum, that is $900,000 x 1/3]
	300,000
	

	
	
	Assessable profits
	$600,000
	

	
	
	
	=======
	

	
	
	Tax payable on non-resident individual entertainer or sportsman at tax rates
	$xxxx
	

	
	
	
	======
	

	
	
	


2.
Consignment sales - section 20A(3)
Local consignees are required to file tax returns to the Revenue on behalf of the non-resident consignors.

Local consignees are required to pay tax on behalf of the non-resident consignors at a rate of 1% of the gross sale proceeds.  Per DIPN, the 1% tax rate is reduced to 1/2 %.

5.
Clubs and trade associations - section 24

5.1
Clubs (excluding proprietary clubs) - section 24(1)

Proprietary clubs, which are owned and run by club operators, are chargeable to profits tax under section 14.

The word “club” is not defined in the Ordinance.  The dictionary meaning of a club is an association of persons meeting periodically at some houses for entertainment and social purposes.

At common law, the profits of a club should be the members’ money and hence the profits should not be chargeable to profits tax.

Under section 24(1), if more than one half of the gross receipts which include revenue income, entrance fee and subscriptions are received from members, the club is deemed not to carry on business.

If less than one half of the gross receipts come from members, the club is deemed to carry on business and hence the whole amount of income which include revenue income from all sources, revenue income, entrance fee and subscriptions from members after deducting allowable expenses, are chargeable to profits tax.

5.2
Trade, professional and business associations - section 24(2)

A trade association means any body formed for the purpose of furthering the trade interests of its members or of the persons, which the association represents. 

The crucial factor in deciding whether a trade, professional or business association should be chargeable to profits tax under section 24(2) is the receipts of the trade association by way of subscriptions from members.

If more than one half of the subscriptions from members are deductible or may be claimed by the members to be deductible under section 16 of the Ordinance, the trade, professional or business association is deemed to carry on a trade or business.  Then, the whole amount of the income both from members or outsiders after deduction of allowable expenses are chargeable to profits tax.

However, as compared with clubs, there is no provision to say that a trade, professional or business association is deemed not to carry on a trade or business.

Therefore, if other factors show that the trade, professional or business association carries on a trade or business, the association may also be chargeable to profits tax under section 14.

5.3
Section 24(3)
For the purpose of section 24(1) and (2), members means those persons who have a right to vote in the general meeting of the club or the trade, professional or business association.

6.
Resident ship owners – Section 23B

A ship owner includes a ship owner and a charterer.

Prior to 3 December 1990
Section 23B applies to

(a) A business normally managed and controlled in Hong Kong.

(b) A shipping company incorporated in Hong Kong.

(c) A ship owner having ships regularly call at Hong Kong.

The assessable profits of a resident ship owner:


Total shipping profit   x   relevant sums  / total shipping income

Total shipping profit means the worldwide profit adjusted with the rules and regulations of the Hong Kong IRO and tax law.  

Total shipping income means the worldwide turnover of the ship owner.

Relevant sums are the sums attributable to 

(a) Relevant carriage shipped in Hong Kong by sea of passengers, goods, mails and livestock but excluding goods in transit and re-embanking passengers.  Those passengers, etc. are shipped aboard a ship at any location within the waters of Hong Kong.

(b) Where a charter-party does not extend to the whole of a ship, any sums attributable to a voyage commencing from the waters of Hong Kong.

(c) Towage operations within the waters of Hong Kong or commencing from the waters of Hong Kong.

(d) Dredging operations within the waters of Hong Kong.

(e) Charter hire of a ship navigating solely or mainly within the waters of Hong Kong. 

(f) One half of the charter hire in respect of the operation of a ship navigating between any location within the waters of Hong Kong and any other location within the river trade waters.

River trade waters is within the larger area of river trade limit.  River trade limit includes the waters of Hong Kong and all the inland waterways in Kwangtung and Kwangsi to which access can be made from Hong Kong.  River trade waters refers, therefore, to the inland waterways broadly within the Pearl River delta, for example, Macau and those ports alongside the Pearl River delta. 

From 1990, a Hong Kong ship register has been maintained.

Then, relevant sums exclude

Exempt sums attributable to 

(a) Carriage shipped aboard a Hong Kong registered ship of passengers, goods, mails and livestock within the waters of Hong Kong and proceeding to the sea (that is, the high sea) from that location or any other location within these waters, and 

(b) Towage operation of a Hong Kong registered ship proceeding to the sea, again, the high sea, from any location within the waters of Hong Kong.

Reciprocal exemption to non-resident ship owners

A non-resident ship owner, which is not a resident ship in Hong Kong as discussed above, is a non-resident ship owner.

A non-resident ship owner when its ships call at any location in the waters of Hong Kong is assessable to Hong Kong profits tax.  However, if the non-resident ship owner is a resident in a territory where under the laws of that territory tax exemption is granted to a ship owner carrying business in Hong Kong of a tax similar to Hong Kong profits tax, “exempt sums” described above will be allowed in computing the assessable profits of the non-resident ship owner.

The Avoidance of Double Taxation Agreement between the Mainland of China and the HKSAR

The HKSAR has a right to tax the profit and revenue of a Hong Kong resident ship owner derived from its shipping operations.  Likewise, the Mainland of China has a right to tax a Mainland resident ship owner.

Resident aircraft owner – Section 23C

Section 23C applies to 

(a) A business normally managed and controlled in Hong Kong.

(b) A company incorporated in Hong Kong.

The assessable profits of a resident aircraft owner:


Total aircraft profit   x   relevant sums  /  total aircraft income

Relevant sums are the sums attributable to 

(a) The carriage by air of passengers, goods, mails and livestock, excluding goods in transit and passengers in transit, shipped aboard an aircraft in Hong Kong,

(b) Where a charter-party (whether by demise or not) does not extend to the whole of the aircraft, any sums attributable to flight commencing from Hong Kong.

(c) Where the charter-party is a flight, otherwise than by demise, any sums attributable to flight commencing from Hong Kong.

(d) Where the charter-party is a time charter, otherwise than by demise, any sums in respect of outward flight commencing from Hong Kong will be computed as follows:

Total charter income from charter-party  x  total flying hours for outward flight commencing from Hong Kong   /  total flying hours

(e) Charter hire under a charter-party by demise other than charter hire attributable to a permanent establishment outside Hong Kong.

(f) Charter hire under a charter-party by demise in respect of the operation of an aircraft flying between airports within Hong Kong.

(g) One half of the sums attributable to charter hire under a charter-party by demise in respect of the operation of an aircraft flying between Hong Kong and Macau.

[A charter-party refers to the one where the aircraft owner controls the aircraft relating to the fight and provides the crew of the aircraft.]

Non-resident aircraft owners  -   Section 23D

The assessable profits:

Total aircraft profits  x  relevant sums   /    total aircraft income

D
Special deduction provisions

1.
Section 16A
A special or initial payment paid to an approved retirement scheme is at common law of capital nature but it is nevertheless deductible under section 16A.  Deduction of the payment is allowed over a period of 5 years.

2.
Section 16B
Expenditure on research and development is of capital nature but is an allowable deduction in the year during which it is incurred under section 16B.

3.
Section 16C
Payment for education contribution to educational institutions is not an expense incurred for the purpose of any trade or business of a taxpayer but is deductible under section 16C if the education relates to the trade or business of the taxpayer.

4.
Section 16D
Payment for charitable purpose is not for trade or business purpose because the payment has no connection with any trade or business at all.  However, section 16D allows deduction for charitable donation if the following conditions are satisfied:

Payment is in the form of money;

The sum is paid to charitable bodies which are approved under section 88;

The amount is not less than $100 in the basis period of the year of assessment for which deduction is claimed;

The amount is not more than 25% of the assessable profits before any set-off of losses.

5.
Section 16E
A patent is of capital nature because it brings a benefit to the purchaser for a number of years but the purchase cost of patent is deductible under section 16E.

The original intention of the legislation was to encourage improvement of technical know-how of the industries in Hong Kong.  Section 16E allows deduction of the purchase cost of patent to the industrialists in purchasing patents.

The original legislation includes deduction for the costs of trademarks and designs.

However, there are 2 loopholes in the original section 16E:

(a)
The nature of patent, trade mark and design was not defined to refer to those related to industrial use only;

(b)
The recipients of the cost of patent, trademark and design may be related to and controlled by the cost-paying taxpayer but the recipient may pay very little or no Hong Kong tax.

Example

A garment manufacturer, a property developer or a restaurant makes a profit of $5,000,000 in a year of assessment but not one of them is willing to pay any tax or just willing to pay as little tax as possible.

Tax avoidance scheme:

The Hong Kong taxpayer incorporates a related company in BVI or the Isle of Man.  The offshore company owns a logo and allows the taxpayer to use the logo, charging the taxpayer a sum of $5,000,000 in that year.  The taxpayer claims that the logo is a kind of trademark necessary for the carrying on the trade or business in Hong Kong.  The taxpayer claims a deduction of $5,000,000 as the cost of the trademark under section 16E, reducing the assessable profit to nil.

In view of the above loophole, an Inland Revenue (Amendment) Ordinance No. 15 of 1992 was passed in March 1992 to destroy those schemes.

Effective date of the new provision:

The new provision disallows the deduction of the cost of the patent if the contracts for the sale of patents entered on or after 18 April 1991 do not satisfy the qualifying conditions:

(a)
The patent or “know-how” refers to any industrial information or techniques likely to assist in the manufacture or processing of goods or materials; and

(b) 
The seller of the patent right or know-how must not be related to or associated with each other.

Other amendments:

(a)
A new term “know-how” is introduced in the new provision to replace trademark and design;

(b)
Trademark and design are to be deleted from section 16E;

Full sale proceeds (not merely the profit from the sale of the patent) on the sale of the patent is assessable in the year of sale - section 16E(3).

Section 16F - Expenditure on building refurbishment
1.
Capital expenditure on renovation or refurbishment of a building or structure, which is not used as a domestic building or structure, is allowable over a period of 5 years starting from the year of assessment in which the capital expenditure is incurred.

2.
A domestic building or structure means a building or structure used for habitation, but does not include any building or structure used as a hotel or guesthouse.  A hotel or guesthouse has the same meaning as in the Hotel and Guesthouse Accommodation Ordinance.

3.
Renovation or refurbishment expenditure refers to the decoration expenditure, which is incurred not for the first time when the building or structure is used.  Section 16F(4)(b) prohibits the deduction of “capital expenditure incurred by a person to enable a building or structure to be first used” substantially by the person for the purpose of producing profits chargeable to profits tax.

Example

A Limited, which has been carrying on trading business in Hong Kong and the profit of which is all subject to Hong Kong profits tax, incurred decoration expenditure $300,000 on its new office during the year ended 31 December 1998.  The decoration becomes out of fashion 3 years later.  A Limited incurs decoration expenditure $500,000 to replace the old decoration during the month of September 2000.  A Limited closes its accounts on 31 December each year.

Year of assessment 1998/99

Commercial building allowance $12,000, that is, 4% of $300,000, is allowable to A Limited for the above year of assessment and so on.

Years of assessment 2000/2001 to 2004/2005

Refurbishment expenditure deduction $100,000, that is, one fifth of $500,000, is allowable to A Limited for each of the above years of assessment.  

A balancing allowance on the disposal (at zero disposal value) of the old decoration is allowable for 2000/2001.  What is the amount of the balancing allowance?
Section 16G

With effect from 1 April 1998.

100% deduction and sales proceed 100% assessable.

A
Nature of business

B
Nature of machinery and plant (prescribed fixed assets)

C
Nature of method of purchase

1.
Manufacturing process (items 16, 20, 24, 26, 28, 29, 31 and 33 are fully allowable.)

	
	16 
	Type and block, if not dealt with on renewal basis
	

	
	20
	Bleaching and finishing machinery and plant
	

	
	24
	Electronics manufacturing machinery and plant
	

	
	26
	Plastic manufacturing machinery and plant including moulds
	

	
	28
	Silk manufacturing machinery and plant
	

	
	29
	Sulphuric and nitric acid plant
	

	
	31
	Textile manufacturing machinery and plant
	

	
	33
	Weaving, spinning, knitting and sewing machinery and plant
	

	
	35
	Any other machinery and plant not specified in items 1-34
	


2.
Computer software and hardware and computer systems are fully allowable in any trade or business.
3.
If the above prescribed fixed assets are purchased by hire-purchase method, no 100% deduction is allowable.  Follows the old rules for computing depreciation allowance.

4.
Amount of written down value brought forward is allowable in full if the nature of business, nature of machinery and plant and method of purchase qualify for deduction.
5.
Seller and buyer are under common control of the same person, the sale price of the machinery and plant should be the market value.
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