NOTES:

The Inland Revenue ordinance requires each person carrying on a trade, profession or business in Hong Kong to keep sufficient records of his income and expenditure and assets and liabilities in relation to that trade, profession or business to enable his assessable profits to be readily ascertained. Such records should be retained for at least 7 years after the date of the transactions to which they relate, or until the corporation is dissolved, if this is sooner. Failure to keep sufficient records may result in a fine of up to HKD100,000.

The company should book keeping transaction if has business for the basis period, you need to keep and retain the company’s Banking statements, invoice (sold & bought), receipts, bill of documents show on Banking statements, operating expenses, etc.

The profit tax rate in Hong Kong is 16.5%.

The Assessable profits (or Adjusted Loss) are the net profits (or Loss) for the basis period, arising in or derived from Hong Kong, calculated in accordance with the provisions of the Inland Revenue Ordinance from any trade, profession or business carried on in Hong Kong.

Any claim that profits are offshore (non-taxable) must be accompanied by a statement setting out the reasons for the claim. These reasons should be capable of being substantiated by evidence, if requested.

Relief from double taxation:

1) A tax credit is available only for territories with which the Hong Kong SAR has arrangement for avoidance of double taxation. If a tax credit is claim, evidence of payment of tax in the specified territory showing the nature, amount of income taxed and computation of tax paid should be submitted.

2) The amount of tax credit claim must be the final amount of tax charged and paid by you.

The Inland Revenue ordinance provides heavy penalties for any person who:

1) fails to comply with the requirements of a notice to make a return without reasonable excuse;

2) makes an incorrect return without reasonable excuse;

3) makes a false return with a fraudulent intent to evade tax;

4) fails to keep sufficient business records of income and expenditure and assets and liabilities without reasonable excuse;

5) fails to give notice of the cessation of a trade, profession or business without reasonable excuse;

Evasion of tax is a criminal offence. Maximum penalty is a fine of HKD50,000 plus a further fine of 3 times the amount of tax undercharged and imprisonment for 3 years.

If you require further information about taxation, please visit the department’s web site www.ird.gov.hk . If you need the services of book keeping & audit, please contact us.
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