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Case No. D23/11

Property tax — net assessable value — sections 5, 5B and 68(4) of the Inland Revenue
Ordinance (‘IRO’). [Decision in Chinese]

Panel: Albert T da Rosa, Jr (chairman), Chan Yue Chow and Kong Chi How Johnson.

Date of hearing: 22 August 2011.
Date of decision: 12 September 2011.

The Appellant objected to the property tax assessments in the years of assessment
2007/08 to 2008/09. The Appellant claimed that the net assessable value in the assessments
was excessive. The terms of the relevant leases provided that the management fee and air
conditioning fee were to be paid by the Appellant. The Appellant claimed that the rental
income from the relevant properties should only be taken as the assessable value after
deduction of the management fee and air conditioning fee.

Held:

1. Section 5B(2) of the IRO provides that the ‘assessable value’ shall be the
consideration for the right of use of the relevant property, and section 5B(6)
provides that ‘consideration’ includes any consideration payable in respect
of the provision of any services or benefits connected with or related to the
right of use. According to the requirements of these two provisions, the
‘assessable value’ includes the consideration paid by the tenant to the
property owner in respect of the right to use the property and the provisions
of services or benefits in respect of the property.

2. Accordingly, the amount paid by the tenant for enjoyment of the
management and air-conditioning services falls within the definition of
‘consideration’ under section 5B(6) of the IRO, and shall be included in the
‘assessable value’.

3. In calculating the ‘net assessable value’, section 5(1A)(b) of the IRO only
allows for deduction of rates paid by the property owner from the “assessable
value’, and a further deduction of 20% of the remaining assessable value as
the statutory allowance for repairs and outgoings. The IRO does not allow
any other deductions than the statutory allowance. It was pointed out in both
D17/02 and D71/02 that in enacting section 5(1A) of the IRO, it had been
taken into account the outgoings that the property owner would have to incur
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in leasing out the property including rates, repairs and other expenses such as
management fee and air-conditioning fee. Therefore, the IRO provides for a
statutory allowance for repairs and outgoings to the property owner.
Whatever the actual amount incurred by the property owner is, the statutory
allowance is calculated at the uniform rate of 20% of the rental income after
deduction of rates.

4. The appeal, which was pursued at the insistence of the Appellant, who knew
already that his contention had been rejected earlier in his own cases D20/08
and D44/08, is a waste of the time and resources of the Board of Review and
the Inland Revenue Department.

Appeal dismissed and costs order in the amount of $4,000 imposed.
Cases referred to:

D20/08, (2008-09) IRBRD, vol 23, 442

D44/08, (2008-09) IRBRD, vol 23, 893

D17/02, IRBRD, vol 17, 480
D71/02, IRBRD, vol 17, 943

Taxpayer in person.
Chan Man On, Wong Pui Ki and Ng Lai Ying for the Commissioner of Inland Revenue.
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‘* The Tenant hereby agrees with the Landlord as follows:-

(b) To pay all taxes assessments charges impositions and water
electricity and gas charges and all other outgoings in respect
of the said premises (rates, Government rent, management
fee, air-conditioning charges and property tax excepted).’
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‘* The Landlord hereby agrees with the Tenant as follows:-
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01-01-2008-31-03-2008" 0
A4t 1,350

(i)  2008/09:f#i 4 & EX RS
T
01-04-2008-30-06-2008 0
01-07-2008-30-09-2008 0
01-10-2008-31-12-2008" 0
01-01-2009-31-03-2009" 0
AH . 0

w7 N

LA E EME ARG LA SR LB L o
(11) FREEDALTEHLEARY EBBITHIFEEE » RTARIE (Fi6] ) Joik
EHA I EL MEEERAREY AT E IR - /R EERER
2007/08 % 2008/09 3 # F & #h £ M F MG 3T 4o F ¢

(a) 2007/083F4L%

T
R N

£ AT 4HC 361,161

M ¥ AR 45D 363,000

) £BR4HE 38,700

W £BH4HF 63,064

[825,925]

B XML

WA ( £(10)@)(1)EFE ) 17,400

H¥EB ( FG)C)EFE ) 965
FESPALAE 807,560
o 20%E B1S E R K @ ek R R R 161,512
JESPALIFE 646,048
Y OmEARSC ( £Q)@BEET) ¢ T

T i[825925]H FARER X 5 M ALHARKERFAEF AN L BH T e o
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(2011-12) VOLUME 26 INLAND REVENUE BOARD OF REVIEW DECISIONS

01-04-2007-07-03-2008 30,0007 x 11 "/318 A
08-03-2008-31-03-2008 31,5007 X /5118 A

&4
WEARHD (E@)@AFE)
01-04-2007-31-01-2008 30,0007t x 1012 A
01-02-2008-31-03-2008 31,5007t x 218 A

S

MmEBHAE ( £FQ)b)EET ) -
01-04-2007-21-02-2008 3,600t x 10 #/51@ A

ZE LG O ORE S S
01-04-2007-31-08-2007 5,800 X 518 A
27-10-2007-31-03-2008 6,600t X 5 */3118 A

P

(b) 2008/09:%4 % &

FE AN

R

AT 4C
£ AT 45D°
£ B 4HF
£ BH 4G

XXxqRe i
WEA (£10)E)(I)EFE )
#%B (£ (10)(b)(i)EFE )

REFRAE

R

20% 1 A5 B R X | ek R RALER

JEFRFE

5

HMEATHC ( F)@EFFT ) -
01-04-2008-07-03-2009 31,5007t x 11 "/s148 A
08-03-2009-31-03-2009  33,0007¢ X %/3148 A

/E’\ )
WEAHHD (EQ)@QEFE ) ¢
01-04-2008-31-01-2009 31,5007t x 101& A
01-02-2009-31-03-2009 33,0007t x 218 A

/E’\ )

W EBRBHF ( ZEQ)D)BER ) ¢
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ZA N

336,774
24,387
361,161

300,000
63,000
363,000

38,700

29,000
34,064
63,064

7T

379,161
381,000
79,200
38,500
877,861

12,400
0
865,461
173,093
692,368

70
353,613
25,548
379,161

315,000
66,000
381,000



(2011-12) VOLUME 26 INLAND REVENUE BOARD OF REVIEW DECISIONS

01-04-2008-31-03-2009 6,600t x 1218 A 79,200

8

H¥BH G ( EQ)L)AEFT ) ¢
01-09-2008-31-03-2009 5,500 X 748 A 38,500
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