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Case No. D20/08

Property tax —whether expenses should be deducted from rent in calculating the net assessable
vaue— Sections 5, 5B and 68(4) of Inland Revenue Ordinance (' IRO’ ). [Decison in Chinesel

Pand: Anthony Ho Yiu Wah (chairman), Kwong Kok Shi and Keith Y eung Kar Hung.

Date of hearing: 22 February 2008.
Date of decison: 18 August 2008.

The Appdlant objected to the property tax assessment issued by the Inland Revenue
Department (' IRD’) for the year of assessment 2005/06. The Appdlant clamed that the net
assessable value was excessve in the tax assessment on the ground that the IRD did not deduct all
the expenses from the rent and obtained the net rent, which should then be used for caculating the
net assessable value.

Hed:

Section 5(1A)(b)(i) of the IRO providesthat rates are adeductible item; whereas section
5(1A)(b)(ii) only dlows, in calculating the net assessable value of the property, deduction
of agatutory alowance for repairs and outgoings of 20% of the property’ s assessable
vaue after deduction of any rates paid by the owner. The IRO does not adlow other
deductions than the statutory dlowance. The Board' s Decisons D17/02 and D71/02
both pointed out that the enactment of section 5(1A) has taken into account the expenses
which the owner will haveto bear inleasing hisor her property including rates, repairsand
other expenses such as management fees and air-conditioning charges, which iswhy the
IRO expresdy provides a statutory alowance for repairs and outgoings to the property
owner. Regardless of the actud amount paid by the property owner, the statutory

alowance is 20% of the rental income after deduction of any rates paid by the owner.

Appeal dismissed.
Casesreferred to:

D17/02, IRBRD, vol 17, 480
D71/02, IRBRD, vol 17, 943
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Taxpayer in person.
Chan' Wal Lin and Wong Ki Fong for the Commissoner of Inland Revenue.
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We are of the view that these statutory provisions are clear. In
computing her liability for property tax, the Appellant is only entitled to
deduct two items from the rents which she received in respect of Shop 1
and Shop 2. The first item of deduction is the rates in respect of those
premises. The second item of deduction is the statutory allowance at
20% of the rental after deduction of therates. Sheis not entitled to any
other deduction in computing her liability.’

D71/02, IRBRD, vol 17, 943
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7 ... Thelegistature has, in itswisdom, decided that an annual deduction of
20% should be given for “ repairs and outgoings’ . That must of course
include any cost of repair of the building that the owner may have to
contribute. The fact that the taxpayer may haveincurred over 20% of his
rental income on repair is neither here nor there. Nor would it matter if
In some yearsthe owner did not have to spend anything on repairs or had
to incur an amount way below the 20% allowed. The IRO has made it
plain that a flat rate of 20% should be deducted per annum ...
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