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Case No. D9/14

Profits tax — whether gains arising from the disposal of capital asset — sections 2(1), 14(1),
66(3), 68(4) and 68(9) of the Inland Revenue Ordinance. [Decision in Chinese]

Panel: Kenneth Kwok Hing Wai SC (chairman), Wong Fung King Amy and Kelly Wong
Yuen Hang.

Date of hearing: 24 August 2012.
Date of decision: 16 June 2014.

The Taxpayer is a private company incorporated in Hong Kong. It obtained profits
from the disposal of a piece of land. The Assessor was of the view that the piece of land was
trading asset and raised a profits tax assessment on the Taxpayer. The Taxpayer objected and
alleged that the intention at the time of acquisition was to redevelop and hold the piece of
land for long term rental income. It was only sold upon realising that its use could not be
changed in the near term. The Taxpayer also stated that the Assessor did not properly
consider the change in share holding of the Taxpayer between the acquisition and disposal of
the piece of land.

Held:

1.  The Taxpayer alleged in its grounds of appeal that at the time of acquisition of
the piece of land it did not know what its intention was. The grounds of
appeal did not state that the piece of land was acquired as capital asset. It did
not provide any evidence on what the Taxpayer’s intention was at the time of
acquisition. This appeal can be ended and disposed of on the basis of
evidential burden. The Taxpayer cannot benefit from the lack of evidence.
‘Intention to invest’ and ‘change of intention’ could not even be raised.

2.  The Taxpayer and its former shareholders did not have the financial means to
purchase and hold the piece of land in the long term. There was no evidence
that the intention to hold as capital asset (if any) was genuinely held, realistic
and realisable.

3. Based on the forgoing and having considered all the circumstances of the
case, and further relying on relevant provisions and regulations relating to
capital asset, the Board held that the purchasing of the piece of land by the
Taxpayer were trading speculations.
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Appeal dismissed.
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42.

"t #£7 (business) & £ £ £42 4 KEAIER#HEME 174
SEAEAT R P 26 38 5 H F8 26 ) FANEANT A » RAFATE AN EIRIE
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43. REBEGARFRLEFALBEDMERFOER -BA—FHRFEFTHAE M
JEERAMEEBEY - A KR A ©.4D58/09, (2010-11) IRBRD, vol 25, 54* 12t » %
BERITHEARES -

rTHREHREERBE G Ui TEEE S
44, MAAE BRI B PRE E P8R o AT PR - TR IS 4F R B AR IE & 66(3)
Bt o BRIMBARIFAR FReB R P ABA L RIE G R A &3E G 29k
AEAT RS » RTRBEA LREGET LR - w2 H KB &V 50 LT
B HMYELEL TAF ERfRE, 2
REBFlE
45. % 68(4) 1M T BRI LR AKIE

T BB _E R4 6 AR GE A B o R E GG IR EAE  JE FRARYE o

46. .34 BRIk ek B 4 Real Estate Investments (NT) Limited v The
Commissioner of Inland Revenue (2008) 11 HKCFAR 433, 35 ¢ 425+ % 68(4)f% - 3k AR F
R BRERETUMALHRRERIRELFRBEE - RERIELRTEHSY -

B -

‘It is natural and appropriate to strive to decide on something more satisfying
than the onus of proof. And it should generally be possible to do so. But tax
appeals do begin on the basis that, as s.68(4) of the Inland Revenue Ordinance
provides, “[t]he onus of proving that the assessment appealed against is
excessive or incorrect shall be on the appellant”. And it is possible although
rare for such an appeal to end — and be disposed of — on that basis®.’

‘As for the notion of a shifting onus, such a notion is seldom if ever helpful.
Certainly it cannot shift the onus of proof from where s.68(4) of the Inland
Revenue Ordinance places it, namely on a taxpayer who appeals against an
assessment to show that it is excessive or incorrect)®.’

' 4 34BEH A6 -

2 China Map Limited v CIR (2008) 11 HKCFAR 486 % 9-10 £ -
®  China Map Limited v CIR (2008) 11 HKCFAR 486 % 9-10 £ -
Y OERE-

° B3R

559



(2014-15) VOLUME 29 INLAND REVENUE BOARD OF REVIEW DECISIONS

47. FOBOIEIME B L LIRAYMNE ¢
" RE G #RIFFEB)#F M R F3FP# 48 » B T 94 _E R LA
—FERABIED F LIV HEEa T - 1EBEE GanE  HE
FIE IR A 1 K B9 A — HEEES ©

ME# 5 % 1 2R45 98 64 258 % 5,000 T °

AMEE

48. BV g LA kB REBEX L EREATAMFAHAE ) - AMEZE
HAEEARIGA B ERZE L B IEFRAMRL -

49. #& % % 4 Beautiland Co Ltd v CIR, Privy Council [1991] 2 HKLR 511 &4 |
FEHERTIA LR

il 62 B

50. R TR MM A LRAME S F L R ERAMEZF L

2% F2 1% o
51. R I w A RE o

52. 42 Simmons®, Lord Wilberforce$s th R 42 o ) & T 43 4 & o5 | (“at the time
of the acquisition of the asset’) -

B (fenig)

‘One must ask, first, what the commissioners were required or entitled to find.
Trading requires an intention to trade: normally the question to be asked is
whether this intention existed at the time of the acquisition of the asset. Was
it acquired with the intention of disposing of it at a profit, or was it acquired as
a permanent investment?’

53. {2 All Best Wishes’, & X 8k B4 F2 2 ¢

(1) FEBOTERTHRIEREALERFTE  MEONTER
85 R

®  Simmons v IRC [1980] 1 WLR 1196 4} % 1199 & -
7 All Best Wishes Limited v CIR (1992) 3 HKTC 750 % 771
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(2 FEHEARTHEFIMABRAL "HEFEEH ) (‘at the time of the
acquisition of the asset’) i £ i 4T & °

Bx (mA3&A)

‘“The intention of the taxpayer, at the time of acquisition, and at the time when
he is holding the asset is undoubtedly of very great weight. And if the
intention is on the evidence, genuinely held, realistic and realisable, and if
all the circumstances show that at the time of the acquisition of the asset, the
taxpayer was investing in it, then | agree.’

BHEMBAREREE

54,

£ Kim Eng Securities® » ¢.3% 47 T 4 % 50 £45 H 99F AR T 0L E HHE

Mo S > R TABARIERE FAEEAR AL -

6.
MEEm
56.

BX

‘The bulk of the evidence relates to dealings on the Singapore Stock Exchange.
In relation to dealings on the other foreign stock exchanges, the evidence is
sparse. The Taxpayer is not in the position to benefit from such sparsity. After
all, it bears the burden of showing that the assessments are wrong.’

FE AT T LA .)Kik)gﬁ% )lL'-T'ij%/\ ° iZ:T’TLX%ﬁ)K#Fﬁjgc” °

L ZEE
1) FZrTeiREFAGER
(2) RS IWAIAMERE  fo

(3) MEERAMAENMAMEZF Lk -

8 Kim Eng Securities (Hong Kong) Limited v CIR (2007) 10 HKCFAR 213.
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