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Case No. D45/12

Extension of time — reasonable cause — sections 66(1) and 66(1A) of the Inland Revenue
Ordinance (‘the IRO’). [Decision in Chinese]

Profits tax — bad debt deduction — sections 16(1)(d) and 68(4) of the IRO. [Decision in
Chinese]

Panel: Chow Wai Shun (chairman), Simon Wing Yin Leung and Liu Man Kin.

Date of hearing: 19 October 2012.
Date of decision: 18 January 2013.

The Appellant is a company registered in Hong Kong. It had, in the financial
statements of the years of assessment 2004/05, 2005/06 and 2006/07, deducted bad debts
from its assessable profits. It raised objection to its profits tax assessment for 2004/05 and
2005/06 and additional tax assessment for 2006/07. The Appellant’s determination was
transmitted to the Appellant on 5 January 2012. The Appellant’s notice of appeal was only
received by the Office of the Clerk to the Board on 8 February 2012.

Held:

1.  The Appellant is a company registered in Hong Kong and it cannot be
prevented by illness or absence from Hong Kong from giving notice of
appeal within time. However, the Appellant did not have any reasonable
cause preventing it from giving notice of appeal within time. The Appellant
is refused any extension of time.

2. The Appellant did not raise any substantive grounds for the consideration of
the Board nor was there any oral testimony. The Appellant failed to
discharge its onus of proof.

3. The submission of the representative of the Appellant was full of inherent
discrepancies, farfetched and unjustifiable. In answering the queries of the
Board, the representative of the Appellant prevaricated or simply remained
silent. The documents the Appellant intended to rely upon were not
submitted to the Board in good time, and in any event they would not have
assisted the Appellant’s appeal. Cases relied upon by the Appellant were
untenable. In view of such appalling grounds and preparation, the appeal was
frivolous and vexatious and a waste of time. Under section 68(9) of the IRO,
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the Board ordered the Appellant to pay $5,000 as costs of the Board in order
to deter other appellants.

Appeal dismissed and costs order in the amount of $5,000 imposed.
Cases referred to:

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

D3/91, IRBRD, vol 5, 537

Chow Kwong Fai Edward v CIR [2005] 4 HKLRD 687
D9/79, IRBRD, vol 1, 354

Curtis v J & G Oldfield Limited (1925) 9 TC 319
D55/95, IRBRD, vol 11, 10

D73/06, (2006-07) IRBRD, vol 21, 1255

D39/91, IRBRD, vol 6, 146

Appellant represented by its staff Mr A.
Leung Wing Chi for the Commissioner of Inland Revenue.
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‘ [A bad debt] means a debt which is a debt that would have come into the
balance sheet as a trading debt in the trade that is in question and that it is
bad. It does not really mean any bad debt which, when it was a good
debt, would not have come in to swell the profits.’
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* When the directors signed the accounts of the Appellant, they and they
alone, were in a position to judge which of the dishonoured bills were
collectable and which were not, and accordingly, they were in the best
position to judge as to what level of provision for ““bad debts’” should be

made.’
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‘ Although [Ms D] has been found bankrupt, it doesn’t mean that there is little
or no likelihood of her debts being recovered. In fact, [Ms D] settled all her
debts on 1 September 2005, yet the Company wrote off [Ms D’s] debt in its

financial statements for the year ended 31 August 2005, which were approved
by its board of directors on 28 December 2005.”
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