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Case No. D29/13

Penalty tax — late in submitting tax return — sections 51(1), 59(3), 66(3), 68(4), 68(8), 68(9),
70, 80(2), 82(1), 82A and 82B of the Inland Revenue Ordinance — sections 106, 107 and 108
of the Basic Law. [Decision in Chinese]

Costs — wasting the resources of the Board. [Decision in Chinese]

Panel: Kenneth Kwok Hing Wai SC (chairman), Lam Ting Kwok Paul SC and Yuen Miu
Ling Wendy.

Date of hearing: 6 December 2013.
Date of decision: 21 January 2014.

The Appellant was late in the submission of tax returns in 2 consecutive years of
assessments. The assessment of additional tax by way of penalty for the years of assessment
2009/10 and 2010/11 was HK$100,000 each, representing 3.12% and 1.89% of the
respective amount of tax which would have been undercharged. The Appellant appealed
against the penalty tax assessments contending that the current management was not able to
supervise and control the administration of the then board of directors as the Appellant’s
company was only acquired in June 2012 and requested that ‘the penalties of HK$200,000
for the two tax years be waived’.

Held:

1. The Inland Revenue makes millions of assessments each year. The
compliance by the taxpayers in submitting timely, correct and complete tax
returns and information to the Revenue is crucial for the effective operation of
HKSAR’s narrowly based and low rate tax system. The waste of the
otherwise avoidable Revenue’s limited resources to raise additional or
amended assessment is unfair to the compliant and all other taxpayers. The
attempt to shift the blame to the then board of directors indicated that the
Appellant and its current management are ignorant of corporate management.
The request to have the penalties wholly waived is not practical. The Board is
of the view that in the circumstances of the case, 3.12% and 1.89% are very
lenient and there is no room for any downward adjustment.

2.  The Board considers this appeal a waste of the Board’s resources and it is
unfair to the law abiding taxpayers. The Appellant is ordered to pay the sum
of $5,000 as costs of the Board.
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Appeal dismissed and costs order in the amount of $5,000 imposed.

Cases referred to:

D17/08, (2008-09) IRBRD, vol 23, 301
Chu Ru Ying v Commissioner of Inland Revenue [2010] 2 HKLRD 1052

Secretary of the Appellant Company for the Appellant.
Lau Wai Sum and Chan So Fung for the Commissioner of Inland Revenue.
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