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Agenda

e IRD's administration of tax

exemption (F#%E %) of

charities

e Commercial operations carried
out by charities and proviso to

section 88 (5£88{%{HZE) of the
Inland Revenue Ordinance (#2715

fF&51) (IRO)
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Government’s Support and
Monitoring of NPOs / Charities

Government’s Support and Monitoring

General tax exemption to charities
()

Use of government lands

Permit/licence for fundraising activities

Company limited by guarantee

(BRERAE)
Society
(*1H=)

Incorporated Management Committee

CEERER)
Chinese temples (Z A &)

Oversight Authorities

Inland Revenue Department (IRD)
(i )=)

Lands Department
(B4R )

Social Welfare Department/ Food and
Environmental Hygiene Department/ Home
Affairs Department

((LEEAE [ RYERRERLEE | REEHHEE)

Companies Registry

(A EIEEHEE)

Societies Office of Hong Kong Police Force
(BEBEBEN B EHER)

Education Bureau

(B EH)

Chinese Temples Committee of Home Affairs
Bureau

(RBEBRNVEARTEES)



Guidelines and Useful References

e IRD:
"A tax guide for charitable institutions and trusts of a public character™ (& /3L
B RE S ES E St e % TE )
https://www.ird.gov.hk/eng/tax/ach tgc.htm

e Social Welfare Department, Home Affairs Department, and Food and
Environmental Hygiene Department:

"Good Practice Guide on Charitable Fund-raising" (=& EHFEHES])
https://www.gov.hk/en/theme/fundraising/quide/

e Independent Commission Against Corruption:
"Best Practice Checklist - Management of Charities and Fund-raising
Activities™ (Z&= i KEFUEEINYVEH)
http://www.icac.org.hk/filemanager/en/content 218/fund raising.pdf

e Narcotics Division of the Security Bureau:
"An Advisory Guideline on Preventing the Misuse of Charities for Terrorist
Financing™ (I ik 2&ZERGHA S o T &2 S5 E5])
Guideline: https://www.nd.gov.hk/pdf/guideline e 20180929.pdf
Appendix: https://www.nd.gov.hk/pdf/Appendix e 20180929.pdf



https://www.ird.gov.hk/eng/tax/ach_tgc.htm
https://www.gov.hk/en/theme/fundraising/guide/
http://www.icac.org.hk/filemanager/en/content_218/fund_raising.pdf
https://www.nd.gov.hk/pdf/guideline_e_20180929.pdf
https://www.nd.gov.hk/pdf/Appendix_e_20180929.pdf

Non-profit Organisations (GE&2 |
f&)(NPOs) and charities (=E)
can be taxpayers. Section 88
concerns charities (not NPOs).




Non-profit Organisations (GE£FI|{E)
(NPOs) vs Charities (Z=HE)

e NPOs are not necessarily “charities”.

e NPOs use surplus to achieve its
objectives (charitable or non-charitable).

e If NPOs engage in any trade or
business (Z2=1T3E0E;), the profits
derived will be subject to tax.

e Depending on the purpose(s) of
establlshment a social enterprise (#t
7 )(SE) may be a charity or an NPO.
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e Section 88 of the IRO concerns
the exemption of tax liability of
any “charitable institution or
trust of a public character”.

e Registration, monitoring or
regulation of charities are
outside the ambit of the IRO.



IRD’s Administration of Tax-
exempt Charities (iR Z=ZE%E)

e Tax-exempt charities refer to
charities that are recognised as
tax-exempt under section 88 of the
IRO.

e There is no statutory scheme for
the registration of charities in Hong
Kong.




Compliance Requirement

Charities and Tax Exemption Status
o Requirement of “exclusively charitable purposes”
o Requirement of “public benefit”
o Requirement of subject to jurisdiction of Hong Kong courts

Governing instrument and Crucial Clauses
General Tax Exemption under section 88 of the IRO

The Recognition Process
o Application
o Periodic Review
o Form C.D.1A (Part 1-8)
o Withdrawal of recognition

“List of charitable institutions and trusts of a public
character, which are exempt from tax under section 88 of
the Inland Revenue Ordinance”#fi2=HEZHE (s88 List)

Charity can trade: proviso to section 88 of the IRO
Trade or Business

Proviso to section 88 of the IRO

Social Enterprises

Land/Property Transactions

O
O
O
O



A charity must be established for
exclusively (4i#) charitable
purposes (ZZ=H#) and for public
benefit (23 F%x).
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Charities and tax exemption
status

e Charities are not defined in the IRO.

e Director of Audit Refort No. 68 (published in
April 2017)E5+E2017/:4 1 B8R B E:

“"There is no overall statutory scheme for the
registration and regulation of charities in Hong Kong.
Depending on their legal forms and whether they have
sought recognition of tax exemption status and

government Sl.‘lf ort, charities are subject to the
monitoring an /:)r registration framework of different

government bureaux/departments ... .” (Para. 1.7)

e Case law definition: established for exclusively
charitable purposes and for public benefit

e Whether an organisation is a charity at law is a matter
for the court to decide in case there is a dispute.

R
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The organisation must have clear,
well-defined charitable purposes.
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Requirement of “exclusively

charitable purposes” (4iz&= %)

Charitable purposes:
e Relief of poverty (REH&R)

e Advancement of education ({EEHE)

e Advancement of religion (#EFEZ)

e Other purposes of a charitable nature
beneficial to the Hong Kong
community not falling under any of the
preceding heads (Fx Lt 2 4 » H A A 45
NEBHEMAZSZMHEENTE

13



The beneficiaries (527 A) must
be public in general.




Requirement of “public benefit”

e Public benefit (/\FF]Z5)

o A purpose is not charitable unless directed to
the public or a sufficient section of it.

o An organisation cannot generally be charitable

if it is in principle established for the benefit of
specific individuals.

e Sufficient section: A charitable purpose can
benefit a section of the public, but the
section must be appropriate (or “sufficient”)
in relation to the specific purpose.

15



The organisation must be
subject to the jurisdiction of
Hong Kong courts.
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Subject to jurisdiction of Hong

Kong courts (&Ll E] /A

+ &5

HE)

 —

e Tax exemption will only be given to
charities subject to the jurisdiction of the
courts in Hong Kong, that is to say,

narities established in Hong Kong or

C
-
C

narities

ong Kong establishment of overseas
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e Crucial clauses (EZ{%Ek) are
essential in determining whether
an organisation is a charity.

e Activities have to be compatible
(7F&) with its stated charitable
purposes for which the charity is
established and for public benefit.
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Governing instrument GRE X E)
and Crucial Clauses (EZE{%&Z0)

el

Clauses stating precisely and clearly the objects (5%5) for which it is
established;

Clause limiting the application of its funds towards the attainment of its
stated objects;

Clause prohibiting distribution of incomes and properties amongst its
members;

Clause prohibiting members of governing body (e.g. directors, trustees, etc.)
from receiving remuneration;

Clause requiring members of governing body to disclose material interests
and not to vote in respect of any transaction, arrangement or contract or
proposed transaction, arrangement or contract in which they are so interested;

Clause specifying how the assets should be dealt with upon its dissolution
(The remaining assets should normally be donated to other charities); and

Clause requiring the keeping of sufficient records of income and
expenditure (including donation receipts), proper accounting books and
compilation of annual financial statements.
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Charities may apply to IRD for
recognition of the exemption status
and give consent to publish their
names on the list of tax-exempt

charities (£ Z&=ZEHRHI%E

)

published on IRD’'s website.
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General Tax Exemption under
Section 88 of the IRO

e General tax exemption (—ffREER %)

o Inland Revenue Ordinance (Cap 112)
(Fe 5 (R ta1)

o Stamp Duty Ordinance (Cap 117)
(EDATERERR)

o Business Registration Ordinance (Cap 310)
GSESSEwW- 1),

21



In general, tax exemption status is
recognised with effect from the
date when the applicant becomes a

charity at law (0%

2

| FRYRREER)-

22
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Application for Recognition as a
tax-exempt charity

e Information and documents required:

O

O

O O O O

O

Application letter

Certificate of Incorporation/Registration (if already
established)

Governing instrument
Activities for the past 12 months (if any)
Activities planned for the coming 12 months

Accounts for the last financial year (if established for more
than 18 months)

A list of members of governing body and/or founder members

e IRD will need to determine whether the applicant is a
charity at law (i.e. established for charitable purposes

and for public benefit) and is subject to the jurisdiction
of Hong Kong courts

23



The Recognition Process:
Periodic Review

e Newly recognised tax-exempt charities:
subject to review in (year + 2)

e EXisting tax-exempt charities: subject to
review at least once every 3 years

24



Review Questionnaire (BELE)
- Form C.D.1A (F#C.D.1A)

e The Review Questionnaire (Form
C.D.1A), which consists of 8 parts,
should be completed and returned
within one month of issue.

25



Tax-exempt charities should notify
timely any change of
correspondence address (Bizgiit)
to avoid non-delivery of review
questionnaires.
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Form C.D.1A — Part 1 (Address
il

1. §f&E 0kl Contact Details

SEERGEN ke Wi =g A
Please provide address and contact details.
(a) Hi it Address
[C].. #41E] | Address as above
(.. &tk New address ..

(b)  H#E%8 A Contact person

[].. #:4 Name [, &= Telephone No.

e Review questionnaires are issued to
correspondence address last made known
to IRD by tax-exempt charities.

e The contact person will act as the first
point of contact between IRD and the tax-
exempt charity.

27



Members of governing body refer
to persons who oversee (E%2) or

supervise (%

1) the operations (&

fE) of the charity.

28



Form C.D.1A — Part 2 (Members
of Governing Body & Ja4H& K 5)

. EHEERR (TES EREERHAL)

Members of Governing Body (such as the directors, the society’s registered office-bearers,
trustees, etc.)

AR (TERENEREREN SR SRR RS B e S T ORI A -

Please forward a list of members of governing body of your organisation showing the Chinese
and English names for each of them.

. it EEEERER & E List of members of governing body attached

e If there is no change to the list last filed
with IRD, a confirmation will suffice.

29



Changes to crucial clauses (e.g.
object clause) may affect the tax
exemption status previously
recognised.

30



Form C.D.1A — Part 3 (Governing
Instruments #HEYE)

3. HEEF Governing Instruments

H 2016 42 F 2 [ - FEHeRSaY R E S E (04 Sk Fa A2 a8 55/ (E5 034 8 I e
Have there been any changes in your organisation’s governing instrument (e.g. Articles of

Association/Constitution/Trust Deed) since 02/02/2016?

.. 2 Yes g o it b R A A BRAR IS TS SO lwT s A

=1 i

Please furnish the details of amendments made, and forward a certified true copy
of the amended governing instrument.

F 1 Details: 4,
i [ 32 Documents attached []..
3id 7[{[\‘ N()

e Tax-exempt charities should notify IRD if there
is any alteration to their governing instrument
within one month of the date of change.

e A marked-up version highlighting the changes
a made could be provided.
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A tax-exempt charity which is
inactive (~)&5&) or temporarily
suspended (& 58)) during the last
financial year and wishes to
maintain its exemption status
should furnish a concrete plan to
resume its charitable activities.

32



o o o
Form C.D.1A — Part 4 (Activities
N =
)
4. JiEB) Activities [
SR AL — () A ML A + T B A TE L (1B B A S 7 B 9 = SR B (4 1 HH K
DIMFREZ D) » Wk E s " I assHaR |, 8Byr (RS 7 &#0)
Please forward a list of the activities (including donations made for charitable purposes) or

annual report showing details of these activities carried out by your organisation during the last
financial year and indicate the activities carried out by the “subsidiary bodies™ (see Part 7).

1. #&:58) Activities
B -0 WhE 85/ 453 List of activities / Annual report attached I:L..

FRZINAY;ETH L ST S B EE 8 IEE? Were activities listed above within the
terms of your organisation’s goverming instrument?

1. 2 Yes

[].. & No : i Reason: ..
D*« ;245 ;58 No activities

EsEEhH A R FPY Date of cessation of activities and reasons: 4,

e A charity should report activities (such as making donations)
which directly further the charitable objects. Those pre-
preparation work (e.g. directors” meetings held to discuss how
to organise the activities concerned) could be excluded.

e A tax-exempt charity ceases to have activities or becomes
dormant no longer continues to be a charity for the purpose of
section 88 of the IRO. The effective date of cessation of the
tax exemption status is normally the date of cessation of
activities or became dormant. 33




the trading activities (g

5=

( e A charity should provide details of
B9

#7)(whether directly linked to its
objects or purely to raise funds).

e If relevant, it should state how

the conditions under proviso to
section 88 (ZE88{%{HZE) can be

fulfilled.

R
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Form C.D.1A — Part 5 (Trade or

Business T2 1%)

5.  {TESEERS Trade or Business
SREE L E TG

Does your organisation carry on a trade or business?

: = Yes

a7 AUH FTEE SRVTTREGRES M E A E— (BRI BEEREAVYTA - Please state the

nature of such trade or business and income received during the last financial year.

Z A Income received: s,
F 75145 Business nature : 5,
sd 7§ No

e Trading or business activities should be reported no matter

the retquirements of proviso to section 88 can be satisfied
or not.

e Examples of trading activities:

o bible selling

o operating a care home to provide housing and care services
for elderly people

O o selling products made by its beneficiaries (e.g. disabled, drug
rehabilitants) 35



The latest accounts can be
furnished while the last year’s
accounts to follow.
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Form C.D.1A — Part 6 (Accounts

IR ED

6. i EH Accounts
ary R A {5y B ARANS [ (SR BT R H 2 B4 SR R fRAE] - ZHIRSE A EL
RifZ B H avsEi4s) - EHEH T"'J fef -
Please forward a copy of accounts of your organisation for the last financial year (if your
organisation is a limited company. a copy of audited accounts i1s required) and provide the
following information:
.. K EvEE A Copy of accounts attached

(a) | @SR
Accounting period ot

(b) |[FZAERESEUSA
Total income for that financial year 6e

(c) | BEAREH AT 75 A < HIUHT 0 (R B3 FTH Ot e 92 (IR S6B)? i Yes _ [
UIFT » SRS BB (R L REFESREE o 0T o SREIH | R LA FETREE
A - Employer’s File number:
Has your organisation filed any employer’s returns (IR56) |, _
for remunerated employees? If yes. please provide the |- N :I
Emplover’s File Number. If no. state the reasons. /5 No ot

5[ Reasons:
6g
(d) B R % A P S T AT AR S R 240 Sl Akt | Yes .

AHENFE » Z1|0H 2 PEZ IS A2 4 ~ 8 B EEE R R
%R -

Was there any donation made by your organisation for the
financial year? If yes, please provide a breakdown on a
separate sheet showing name of each recipient. amount

paid to each and purposes of such donations made.

B - FH &I

Breakdown attached

37




Form C.D.1A — Part 6 (Accounts
RE)

e The signed accounts (=& H) should be furnished
with the completed questionnaire.

e For charities that are guarantee companies, a complete
set of audited accounts together with directors’ report

(E254#7), auditor’s report (% #Hli#:+5) and notes to
accounts (& Hf:¥) should be provided.

e "Total income” (44g A\) refers to the sum of receipts
(before deduction of expenses) including the trading
receipts (if any) reported in Part 5.

e A charity’s obligations as an employer ((g+&
)(such as reporting remuneration paid to employees)

are the same as a non-charity (including NPO). See
“Obligations of An Employer” (IR56H) for details
a (https://www.ird.gov.hk/eng/pdf/ir56h e.pdf).



https://www.ird.gov.hk/eng/pdf/ir56h_e.pdf

Donations made by a charity
should be compatible with its
charitable objects.

39



Form C.D.1A — Part 6 (Accounts
RE)

e The breakdown of donations (FF7XEH4H)
made should include name (= gj A 34t#)
of and amount paid ($&%5) to each
recipient, and purpose (HHY) of each
donation made.

40



Charities should notify cessation of
a Subsidiary Body timely so that its
name if belng shown on the s.88

List (£ Z=EiE4E) could be

removed.




Form C.D.1A — Part 7
(Subsidiary Body [f/&45%%)

75

MifES4H&E Subsidiary Body

B SR TRRRAAR ) LU TR -

(3 :

Does your organisation operate any “subsidiary body’

THTESAR ) B T A IR 1L - ]

° }y’ > - 2
Y2 to carry out charitable works?

[Nore: A “subsidiary body" is wholly-owned by your organisation and does not have separate
constitittion. ]

1.

(a)

(b)

H Yes

STIRAE —( e BEHEEL - SRR T M ERAHER | BV (EFE D _ERAERR S
f& 48 H (https://www.ird.gov.hk) " fRIE (FRAEGRGI) 55 88 (RIGER RBIRAIESEE
MR (G AE | /Y TR SR )

Please submit a complete list of the relevant “subsidiary bodies™ showing their name
and address (including those already shown in the list of charitable institutions and
trusts of a public character uploaded on the Department’s website
(htps://www.ird.gov.hk).

D » B b T Es4H4E | A B List of “subsidiary bodies™ attached

oZ3F T EREASE | FVCKIE N B S EEIEE LIS 6 BIMEATHYIRE A2
Whether the income and expenditure of these “subsidiary bodies™ have been included in
the accounts submitted in Part 5 above?

CI v &= Yes

D . A No: [HEAE Reasons: 5,

I

A3 1] / Not applicable

42




Form C.D.1A — Part 7
(Subsidiary Body [{f/&40%%)

e "Subsidiary Body (iffE4H%%)" being part and parcel of a
charity, does not have a separate legal personality (A &47).
It is under the sole ownership (#5#£) and control (#E%l]) of
the charity in the pursuit of its charitable objects.

e "Subsidiary or subsidiary company (F/25])", being a
separate legal entity, has its own constitution or governing
instrument.

e If a tax-exempt charity wishes to include the name of its
subsidiary bodies in the s88 List, it should inform IRD.

e A tax-exempt charity should provide its updated list of
Subsidiary Bodies including those whose names are being
uploaded (with consent given) on IRD’s website (s88 List)
(https://www.ird.gov.hk/eng/pdf/s88list emb.pdf).

43


https://www.ird.gov.hk/eng/pdf/s88list_emb.pdf
https://www.ird.gov.hk/eng/pdf/s88list_emb.pdf
https://www.ird.gov.hk/eng/pdf/s88list_emb.pdf

e “Donation” means a gift (&)
from the donor.

e Must be transferred voluntarily (E

Ras).

e No material benefit (B &EF33)
should be accrued to the donors.

e Not as a result of a contractual
obligation (&8 &%) to transfer

it.

oy %



Form C.D.1A — Part 8 (Donation
Receipt FFHRUHR)

=L VE

SR ST — (5 B MR I B AT A K S R A A
(32 © HIRCAAE RS ELERY "B A EBEEHT - ]

Please forward a specimen or copy of donation receipt currently issued by yvour organisation to
(Nore) - i
a donor :

[Nore: The full official name of vour organisation / “subsidiary body " should be shown on the
donation receipt.]

o W AR
Copy of donation receipt attached

o 28 HIEFUIE No donation receipt issued
[Fi[A] Reasons:

The full official name of the tax-exempt charity should be shown on
donation receipt issued to donors.

If no donation receipts have been issued, the tax-exempt charity
should provide explanations.

Only one copy or specimen of the donation receipt needs to be
provided. 45



Unsigned Form C.D.1A will not be
accepted.

46
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Form C.D.1A — Signature (&)

EF A L% et % % <

Signature: Name:
TXZ= For and on behalf of

HAZRESHRAT
ABC Charity Limited
PR =3 SRS - ¢  EE:

2 3 Sfal
Designation: } Telephone: (23 ¢ .t’é7 Date: = / / o lq
A S 2 T G o g TR RO I R+ ST SRR BRI TE Y B + AR AR RIS U0 (B -
R T AR AR o H R AR Ran ﬁmgﬁmw %?-@@hﬁﬁxf@mmwm/nﬁagﬁﬁﬁ
o B SR PO+ ¢ ATA SR SR B R E R AR » (B (BT LI ) 1) BB SIRIR - SOAE R RBOE B AR
B e aT Al o AT (b B S WO SB J6 BIE 132 ) © (BI04 % A D Fb A OB R W -

The provision of personal data required by this document and during the processing of your case is voluntary. However, if you do not provide
sufficient information, the Department may not be able to process your case. The artment will use the information provided by you for the
purposes of the Ordinances administered by it and may disclose/transfer any or all of such information to any other pariies provided that the
disclosureftransfer is authorised or permitted by law. Except where there is an exemption provided under the Personal Data (Privacy) Ordinance, you
have the right to request access to and correction of your personal data. You should send such request in writing to the Assessor at GPO Box 132,
Hong Kong and quote your file number In this Department.

CD1A (7/2018)

e The designation (HBfr) (e.g. director, chairperson, board

member, etc.) of the representative who signed Form
C.D.1A should be stated.

a7




e Absence of reply to review
questionnaire may cause withdrawal
of tax exemption status.

e Charities with recognition withdrawn
may apply for reinstatement of
recognition. Reinstatement
applications will be processed in the
same manner as new applications.

e Charities should update IRD when
there is any change to its
correspondence address.

48



Withdrawal (3E5) of tax
exemption status

e Recognition of tax exemption status is
normally withdrawn for the following
reasons:

a) The charity was dissolved / wound up / struck-
off / liquidated / deregistered;

b) The charity has ceased operation or is dormant;

c) The charity is untraceable;

d)ng charity did not reply to IRD’s enquiries;
an

e)The charlt?/ no longer qualifies for the status of
a charitable institution or trust of a public
character.

49



e The s88 List does not constitute a

“register” of charities (2=
).

2B E"E

T

e The List enables members of the
public to check whether donations
to these institutions qualify for

tax deduction (E

Fio 1 e 2= TRk IER) .

50



R

“List of charitable institutions and trusts of a
public character, which are exempt from tax under
section 88 of the Inland Revenue Ordinance”

(RE (BB RRE1) SE8BFRIER BRSNS
KEEEEHYRE)

e With the consent of the tax-exempt charities,
IRD will publish their names on its website to
enable members of the public to check whether
donations to these institutions qualify for tax
deduction.

e Tax-exempt charities should notify its
suspension of activities (i.e. dormancy) or
cessation of its Subsidiary Bodies timely.

e The s88 List will be updated for every month
end position.
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e A charity can trade (ZZER0] IAKETHE)
and is subject to profits tax if the

conditions rescrlbed under proviso to
section 88 (5E88{k{HZE) of the IRO are
not met.

e A charity is required to notify
chargeability to tax in respect of the
Broflts derived from a trade or

usiness carried on by it.

e The IRO stipulates the 6-year time
limit for raising back year assessments
under section 60 of the IRO.
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Charity can trade and proviso to
section 88 of the IRO

e A charity may engage in trade or business. It will
be liable to profits tax on its profits derived from
such trade or business if the conditions of the
proviso to section 88 (5£88{%/HZE) of the IRO cannot
be satisfied.

e Director of Audit RePort No. 68 (April 2017)
a1 E2017F4 H 5685 55!

“Audit has recommended that the Commissioner of
Inland Revenue should review the taxability of the
income derived from the commercial operations
of the 13 sites for revenue protection.

T FUT - FL G 1L 3 AR A, L RS BT
e IR LURIRR -

(Para. 3.28)

53



Trade or Business

e Whether an activity is, or isn’t, trading depends
on the facts (&) in each case. It will be
necessary to look at all the circumstances
surrounding the activity.

lim

e Law Reform Commission Report on
Charities (December 2013) AENEZTED
2013F12 H#@EE:

“The case turned on the application of the
proviso to section 88 ... . ... (T)he onus
was on the charity to positively establish
that it had satisfied all of the requirements
of section 88.” (Para. 7.10)
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“Proviso to section 88 of the IRO”

e The conditions (ZEF{&4):

a) The \Erofigs are applied solely for charitable purposes (fr
fSFEdEERRZEHR), and

b) The profits are not expended substantially outside Hong

Kong (FeAlEARE 7N EAES AN M), and
c) Either

A. The trade or business is exercised in the course of the
actual carrying out of the expressed objects of such
charity (FZ1TsEECER BT BR BN B =B H GRENT

SHF4EEHY); or

B. The work in connection with the trade or business is
mainly carried on by persons for whose benefit such
charity is established (E=7 T35 3 A RN L {F £ %

°I e \ETT 0 MBS ERE IR Az F AR M a128Y).
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Examples of “The trade or business is
exercised in the course of the actual carrying
out of the expressed objects of such charity”

e Provision of educational services by a charitable
school or college in return for course fees

e Holding of an exhibition by a charitable art
gallery or museum in return for admission fees

e Sale of tickets for a theatrical production
staged by a charitable theatre company

e Provision of healthcare services or residential
accommodation by a care charity in return for
payment

e Sale of certain educational goods by a
charitable art gallery or museum
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Examples of “The work in connection with the
trade or business is mainly carried on by persons
for whose benefit such charity is established”

e A cafe operated by students as part of a
catering course at a further education
college

e Sale of goods manufactured by disabled
people who are beneficiaries of a charity
for the disabled

57



Social Enterprises (SE) (1 &{3£)

e SE is not defined in the IRO.

e No provision in the IRO which specifically exempts an
SE from tax.

e Profits derived by an SE without tax exemption status
(i.e. not a charity) from carrying on a trade or
business are still subject to profits tax.

e Profits derived by an SE with tax exemption status
(i.e. a charity) from carrying on a trade or business
are not subject to profits tax only if the requirements
of proviso to section 88 of the IRO are satisfied.

e If an SE is a separate legal entity (e.g. a limited
company), it has to apply section 88 recognition
separately.




R

Land/Property Transactions

e Under the IRO, letting of property (HfH
¥7=£) may constitute a trade or business.
Rental income derived therefrom by a
charity may be subject to profits tax.

e If such letting constitutes a trade or
business, the rental income derived will
only be exempted from profits tax upon
fulfillment of the conditions of the
proviso to section 88 (5£88{%EHZE).
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F Thank you
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