(2008-09) VOLUME 23 INLAND REVENUE BOARD OF REVIEW DECISIONS

Case No. D23/08

Profitstax —intention to purchasethe property — one transaction could be considered as business
adtivity — section 26E of the Inland Revenue Ordinance (‘IRQO’). [Decison in Chinesg]

Pand: Anthony Ho Yiu Wah (chairman), Wilson Chan KaShunand K L Alex Lau.

Date of hearing: 30 May 2008.
Date of decison: 9 September 2008.

The gppdlant claimed that she purchased Property B for own use. However the gppdlant
offered Property B for sdeimmediatdly after purchase and the gppellant sold Property B within 2
months after her purchase. The gppdlant clamed that she sold Property B because Property B
faced the air-conditioning equipments. The appdlant purchased Property C for leisure and for
sportsand fitness purpose. Thegppdlant did not moveto live in Property C because the appdlant
clamed that Property C had water leakage problem. The appelant objected to the profits tax
assessment on the profits of the gppellant from the sale and purchase of Property B. In respect of
the interest payment to bank for the mortgage of Property C, the appelant considered that the
gopellant was entitled to the home loan interest deduction.

Hed:

1.  Onlaw, even one transaction could be consdered as business activity. Whether or
not the sale and purchase of each property by the appelant was profitable busness
activity would depend on her intention at the time of purchase of the property. After
congdering dl the evidence of the witness and the whole case, the Board found that
the intention of the appellant to purchase Property B was not for the use as her own
residence.

2. Section 26E of the Inland Revenue Ordinance has stipulated clearly the requirements
on deductions alowable on home loan interest. One of the main requirementsiis the
taxpayer must usethe said property inthe year of assessment as hisplace of residence.
Sincethe evidences of the present case clearly show that the place of residence of the
appdlant is not Property C, the appellant could not have her requested home loan
interest deduction.
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Appeal dismissed.

Taxpayer in person.
Yip Chi Yuen and Ng Y uk Chun for the Commissoner of Inland Revenue.
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