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Case No. D13/20

Salaries tax — appeal out of time — whether the relevant expenses were incurred while
performing his duties — documentary proof for the relevant expenses — sections 12(1)(a), 66
and 68(4) of the Inland Revenue Ordinance [Decision in Chinese]

Panel: Anita H K Yip SC (chairman), Cheng Chung Leung and Lai Sze Wai Alex.

Date of hearing: 8 September 2020.
Date of decision: 4 December 2020.

The Appellant is a personal subcontractor for construction project. For the
relevant tax year, the Appellant claimed deductions for expenses and expenses including
labour, contracting, workshop rent, and transportation related expenses in total sum of
$9,500,000 (2015/16) and $11,625,000 (2016/17). The Inland Revenue Department
inquired about the relevant expenses and requested the Appellant to provide all relevant
supporting documents. The Appellant claimed that he had never had the time and ability to
make records, and because the time has passed by 4 to 5 years and there has been no detailed
records, the Appellant has no way to sort out his bank records and submit relevant
documents.

In the absence of relevant documents, the Inland Revenue Department exercised
its discretion to use 20% of the Appellant’s total income as his profit to calculate the salaries
tax. On 2 April 2020, the Inland Revenue Department mailed the basic tax assessment
decision (‘the Decision’) and the documents related to the appeal to the Appellant’s
correspondence address. On 9 April 2020, the Appellant signed the decision letter and
related documents. Due to an earlier misunderstanding of the appeal procedure, and after
learning of the correct appeal procedure, the Appellant wrote to the Inland Revenue
Department on 13 May to notify the Department of his appeal application.

The Appellant stated that a notice of appeal was sent immediately after receiving
the Decision. The Appellant also stated that he failed to meet the requirements simply
because he did not understand the procedures. After learning of the error, the Appellant said
he tried his best to correct it. The Appellant’s case is that his actual income was much lower
than the appraisal.

Held:

Appeal out of time

1. When reviewing whether the appeal is out of time, the starting point is section
66 of the Inland Revenue Ordinance (Chapter 112). In Chow Kwong Fai v
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Commissioner of Inland Revenue [2005] 4 HKLRD 687, the Court of Appeal
made a relevant interpretation of Section 6 of the Tax Regulations. Among
them, with regard to Section 66 (1A), the Court of Appeal pointed out that the
term “failure’ clearly stated that the threshold must be higher than pure
excuses. In addition, the Court of Appeal pointed out that the Appellant’s own
misunderstanding, ignorance and unreasonable reading of the articles of
association did not constitute a reasonable cause. Although the committee
sympathized with and understood that the Appellant was not intentionally
delayed, the committee could not accept the Appellant's reason to appeal out
of time as a ‘reasonable cause’.

Salaries Tax

2. In order to comply with the deduction requirements in Section 12(1)(a) of the
Inland Revenue Ordinance, the Appellant must make clear that: (i) he does
have relevant expenses; (ii) the relevant expenses were incurred while
performing his duties; and (iii) The relevant expenses are completely, purely
and must be incurred for generating the assessable income (D36/90, IRBRD,
vol 5, 295). According to Section 68(4) of the Inland Revenue Ordinance, the
burden of proof lies with the Appellant. However, the Appellant failed to
provide evidence and records of the relevant expenditures and was unable to
fulfil the requirements of the burden of proof. Therefore, the committee was
unable to confirm the allegedly incurred and accuracy of the relevant
expenditures.

Appeal dismissed.
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Appellant in person.
Cheng Po Fung and Ho Lut Him, for the Commissioner of Inland Revenue.

77



(2021-22) VOLUME 36 INLAND REVENUE BOARD OF REVIEW DECISIONS

% %% D13/20

By XA T ARAIRTMA A G X 2L BEP - (f4
-B]) %12(1)(a) ~ 662 68(4) &

\'P‘P &¥

Af LR IHREA RS (AA) BB LR FG

1 p #p 0202092 8P
$4-p #2020 127 4p

FRA K fAERIARAHE o kG KRR ER > PR Y Aok L A2

DA E AL HI o 1ed 0 i g"ﬂi + $9,500,000 (2015/16%# & )%

$11,625,000 (2016/174 &) - f 4 ;;,Ul-um Ao bR A RIgE B R R AR Y
i

FAAFE o PR A F AR BN RE o 4 fRAF R F o R FL B e #EPM
AZ5&m ¥ - B kG EwmiE % ’._P”?’\IH, A A EEREE REE S ok

X2t

BARIEE X2 EHERT RS HEREPER AR L 220%

T4 {4 'n'ﬁ BB s ef AR o 2020840 20 > fR4 RS EfR AR TS o X

Fogen B F AT A il Gk o T 202047 9p 5 Fig A Bfrikw A el g X

2o FlR mORfR Y AARR 0 H A B sken bR ARA S 0 iR A T 51 13p 4 1
AL Ll Fird ifo

FoR A g b Bl AEA kR B0 ¢ B R F AR e 2R A g 8
FF AR TR AR B AR R X ,gw@ﬁ—;%g s FiF AR A L oo
R AR R 8 LR SR R

TR LRI o A2k 1127 (F4 Ab]) T(Rb]), %66
5 =% Chow Kwong Fai v Commissioner of Inland Revenue [2005]
4 HKLRD 687 »ff ] %64 1417 4p X f2:4 o H ¢ » =166 £ (1A) >
Jsif—#;]ﬂ:i]&r%;?h -ORF R AR AR - TR b“ﬁiﬂalfc?‘—fﬁ
CEF o bR PR A E S GORfE A rE 2 E IR L F

[EN
e F’k

78



(2021-22) VOLUME 36 INLAND REVENUE BOARD OF REVIEW DECISIONS

fE At EILE o A f £ RRRNAERLELTAE T LG L
A AT RS L A .

iR
2. s <<7fmw>> %212(1)(a)* i E_ o A AGER D (i)# s

L*
ps

£

A AL (i) X2 AR a"uﬂm Ptz 5 e 5 fe(iii)F 2
L p s AR A P A% Tk 0 & @ 47 5% 51(D36/90, IRBRD, vol
5,295) o 1945 (f i) %68(4) 4  FIEF E AT LR A o @ FiF A T
ARG L AN PERL eE > A2 FEET EhE £ T4
f&RFsEs X 2L afpR2 2 gk o

R
Bl

Chow Kwong Fai v Commissioner of Inland Revenue [2005] 4 HKLRD 687
D2/04, IRBRD, vol 19, 76

D24/16, (2017-18) IRBRD, vol 32, 319

D41/05, (2005-06) IRBRD, vol 20, 590

D139/00, IRBRD, vol 16, 24

D36/90, IRBRD, vol 5, 295

15‘&}-"‘_;:] ’}ﬁ;'y\;{o
r_lsirzz PERAEAMRS BB X IR o

e 2 B

+ix

1 bR A RS Rad i i 212015/16 % 2016/17 4% gﬁ,zﬁmqgm'
o EatenR FAfes BiRG PARE 2L KA 0 SRORREF A4 AT .

il

R E

FARAC f AN - E AR AR 1 1F o g X
sER( X

2.

BoligAd gdep Lz Al e g da el A2

& )& #£$9,500,000 (2015/16+# A& )% $11,625,000 (2016/17# A.) -

3. A BRpAL AL IO ARG R RIIRAREAG G L AAE
79



(2021-22) VOLUME 36 INLAND REVENUE BOARD OF REVIEW DECISIONS

4. FlERA ARG X2 B fd h RSSO A e & o
REREFR YA A L2 20%1F % o angiEd B W ahfiidt o fie g ROEfRA
Fhde T

2015/16 2016/17

R AP $10,214,748 $11,727,937
X AR $9,500,000 $11,625,000
(3 A4 )

* A $2,042,949  $2,344,387
(& » & e20%)

ST ey $286,442 $331,658

5. T2020#47 2p o 4 pas il w(Tiwd ) ) X or A diagk
‘f %i}:\;-‘frﬂﬂ‘ e R H%’,{}_Fwﬁ—&mé’; B o

6 <2020 47 9p 5 Fir A Bk A e g X2 2 0 T2020£4 7 16
Pood TR A b nEfR 0 bir A 0 (P P4 202047 120 )58 4 BRI A A

B om o 4 BT 2020847 29p M R Ar kiR A fRen CRARER o g A
'}%{%JL,J5213B4|P%E ;;ﬁ W ard F;&dt%-o?:}iﬁ_*;}t’ﬁﬁpa’ﬁi@

LA R AR TR RS iﬁtg%‘a—“FaB.ufgfi@EJv‘fM%%r’ﬁ

QT\ B % oA T2020&50 25p F AR o] 2 A irg e 2
FAf A4 o

IS

&
* 7

+ NE T

7. _v’i‘&#}ﬂ_’{( | A% 4 thdcp 20 ¢ B2y FED e ©
R lﬁ’*’"w'lmww fo ¥EE ﬂ%f« IR AN o

'*f\f\ﬂq“ﬁf kg A adp X v e A R R A2 A e T e A
557 2020#47 29p DI S o LR ARG - M AL S REH

(dﬂ

A
A
)

L

o

El
R

N
RS

»*
I B

oy

=
b

1)

FORAKGA PR N LR 0 22 h R AR X 2 X i 20% % AR

IR I;,,ﬂfr.irg o bR Adgiid A ARH) LB P ’Jﬁ?’fs—kp SN N
s om s E‘I’J? /]i_qT P 1'}\_20% 7R = 1’5 o /@ 15 'Jiyﬁ > :E it MTTI_*T ]I{‘ ’
oAt R R e

©

B ® o R4 R A FR20% 0% RN B A IR p RAbad A K] mffﬁ 3]

80



(2021-22) VOLUME 36 INLAND REVENUE BOARD OF REVIEW DECISIONS

Foi@ pldm e e YA Py Bl fe B RIRE AL AT 24 B R AR K
A

IR L

10. BE P rE R A £ R112F% (4 A6) T(H#b]), %66
%_ .

") EE A(T gL A )G af F i EREIEA T *-if-’v’vﬁw‘ R
LR EITTE SFPIEF b % A ik A A 0 5 A T —

@) &p X7 G +~ZFF /—‘(J?’r/ ZF A AT FHE F64(4) £
FRAACELS

(b) AFis 7 FZ f £ 1288 BN K 3 Ferf K ap

b LA R e R g
e

P HEGF XA B RS R
JEET B RE - P AIEA AT E Y

(@) 4o 14 F 42 PSSR T GG RSA S S
i 7 éf(l)(a);‘x% L P A T 3’:(1

W Arerpfl aE X T & f £ A i BT e

3
\etﬁ

v

LU
\\ _h
LM

X

11. =t (Ff]) %664 0 F 7 Chow Kwonq Fai v Commissioner of Inland
Revenue [2005] 4 HKLRD 687 1¢ 4} 7 49 X f#id « 2 ¢ » 466 4 (1A) » } i o ¥ 204
Pl Adi ) - P R NIRRT - REV AR &G

3

. “unable to” imposes a higher threshold than a mere excuse and would
appear to give proper effect to the rigour of time limit imposed by a taxation
statute.’

12. Rt > PRt AR TAW T LR A H S FOEfR > 402 2 L3TH L
A e fe]d -

13. AL FRE f AT g ek o et b A B SR
o

(a) #D2/04, IRBRD, vol 19, 76 2 D24/16, (2017-18) IRBRD, vol 32, 319 -
(F6) $66() A on T2 A4 21f 0 | 4 LA E R
81



(2021-22) VOLUME 36 INLAND REVENUE BOARD OF REVIEW DECISIONS

AR BTl Y oA R E AR D Y AR RER
A pyrpd o

(b) D41/05, (2005-06) IRBRD, vol 20, 590 (% llﬁ,\) 3 PR fr’q_\j’ﬂ
_1&&,@_&}3;—;}3I—wﬁ-xé’rrﬁﬁ;m{olixx ﬁl‘#vcor':‘—,tﬁ'fr'
o A 3] il Ar A —‘LF‘]’FKX ™o

(c) D139/00, IRBRD, vol 16, 34+ 3z & 33"%’-5%% o b HiETIRS
madf Ldiean Al AR | .

F4cF X 2 B o FiF A4 12020857 9p B F s bR a2 %A A
R f“*ﬁﬁiﬁé¥ﬂa°@?uw&kﬁ- § 12020457 9p % & 1 i
FORARR 0 L b r R o

14, #BFW@PU‘*J‘%P-H;zﬁEJ JR A (2020847 9p B ik T
],

15. For A b v d esa v ﬁz{&ﬂy }‘I FSRA8 B A 0 A2 > 971 40 9
Poedlilzd % :aéd‘—%%#n PP 40 12p Foriz it FPIfR4 %, o i’fg;i}?;q%
AR - Bn‘)‘é iR B I50 13p i 2EALLf 4 rﬁ—su 13 p i3

o
il
| =

16. ﬁl‘ﬁ',mﬂ?]‘ill‘*’ﬁ**’ﬁ%ﬂ?{ap b/usé’l“iﬁ'l\}nb#&/}‘\
Lxgipena2d 4 T EILEd oo fR A R4 RfR 0 AArA 2 i AL EFHGY
132 d (Chow Kwong Fai v Commissioner of Inland Revenue [2005] 4 HKLRD 687 ;o
D139/00, IRBRD, vol 16, 34) -

e

17. PR A FigY sFRE o H SRR S UBw o o@ iR LA gk o

18. BRAR £ 7117 *Jﬁi‘—kd‘?’rli‘fﬁ Fogi2 740 et w4
L f LT st iREE

19. (4 2 il) 3 120)(@) Fje= 4 dor 9 e

") AARTER A LE R B BN L LG 0 UG A
[—-:‘—.,;Ifﬂ‘:”)\ /C'E:‘ I:J Jlr'i

@) = A MBI LT P ARG A G R e 2
2 Ak g R FAF A FR R FARRL

82



(2021-22) VOLUME 36 INLAND REVENUE BOARD OF REVIEW DECISIONS

20 £ e () ¥12(0) () A cndr E > For A SRR (i) fR K
?imwéﬂ;;®¢aﬂiiﬁﬁmW*W%km fei)y x 2L L= 22
Fed o G A S s EgR . & @ 47 3% 1(D36/90, IRBRD, vol 5, 295) -
21. 1 0 % 68(4) A e 2L F AL XA

T(4) £p ¢ ;?hﬁ—élxy‘m;f—f;:'g’j - i fiéﬁé?lﬁ E o Al A

71_\#’1_;7‘ o

22. 1B (Fi]) $68(@4) % > BIEF E LT FIFA 0@ PR A FIA R E
XA NDERI R > AR RARETEHE R AL 4R @*‘ﬁ’ﬁ AL
SRR E HEARNE AR A FREERF A LR AR T b ind
S

‘ﬁ%ﬁ"

23, Feri20%g ~ LiER RS 0 Bfits R R AT s foi A ik R
iE iR RRRT 0 A f LA R R d o A f AL fRA BT E B
FAIE A R R AR > 2 e & Rt

24. LR AEfs pE A ur%ﬁ” b ST i 2 B R A
o R ird g L AT MA tzﬁ,;:(/ Pl & fo & T84 o
25 MR b A SRS T RN A LR B AcS B R o 2

LR R BERH L EBETH -

83



