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Case No. D3/12

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), Fong Sui Yi Andrea and Kelly Wong Yuen
Hang.

Date of hearing: 28 February 2011.
Date of decision: 8 May 2012.

The Appellant asserted that the purchase of properties was intended to be an
acquisition of capital assets. The assessor was of the view that the purchase of properties by
the Appellant was trade and the gains made by the Appellant therefrom were trading profits
chargeable to profits tax. The major issue is that whether the gains made by the Appellant
arose from the disposal of capital assets.

Held:

1. The Board did not accept the Appellant as a reliable witness. Having
considered all the circumstances of the case and relying on relevant
provisions and regulations relating to capital asset, the Board held that the
purchasing of the properties by the Appellant were trading speculations.

2. The appeal did not have any real prospect of success and was frivolous and
vexatious. The Board ordered the Appellant to pay $5,000 as costs to the
Board. This sum of money should add on to the tax imposed on to the
Appellant.
Appeal dismissed and costs order in the amount of $5,000 imposed.
Case referred to:
D58/09, (2010-11) IRBRD, vol 25, 54
Mr Yuen Tai Tung, Certified Public Accountants, for the Taxpayer.

Chan Shun Mei, Chan Wai Yee and Yau Yuen Chun for the Commissioner of Inland
Revenue.
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