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CRATTESCAD

Tax Deduction for Capital Expenditure Incurred on the Purchase of Intellectual Property Rights (IPRs)

Hong Kong’s Australia Canada Mainland China Singapore United Kingdom
proposal
(a) | Whether tax | The Inland | Capital allowance | Tax deduction is| Tax deduction is| Writing-down Amortization

deduction is | Revenue deduction is | provided for | provided for | allowance deduction is
provided for | (Amendment) (No. | provided for | capital cost or|capital cost or| (“WDA”) is | provided with
capital 2) Bill 2011 (“the | patent, copyright | capital expenditure | capital expenditure | provided for | respect to capital
expenditure Bill”) has | and registered | incurred on the | incurred on patent, | capital expenditure | expenditure
incurred on | proposed to grant | design. - five IPRs. know-how, incurred in | incurred on the
the purchase | tax deduction for copyright and | acquiring the five | five IPRs.
of patent, | capital expenditure registered  trade | IPRs  from 1
know-how, incurred on the mark. November 2003 to
copyright, purchase of 31 October 2013.
registered copyright,
design  and | registered design
registered and registered
trade mark trade mark.

(Note:

Under the existing

Inland  Revenue

Ordinance, tax

deduction has

already been

provided for

capital

expenditure

incurred on the

purchase of patent
and know-how.)




Hong Kong’s Australia Canada Mainland China Singapore United Kingdom
proposal
(b) | Tax deduction | As proposed in the | Tax deduction is|For IPRs with | Tax deduction | WDA is provided | Tax deduction is
period Bill, tax deduction | provided for the | limited life, tax |spreads over a|over 5 years on a|provided over a
will spread over 5 | decline in value of | deduction spreads | period of not less | straight-line basis. | period equivalent
succeeding years | the IPRs. The | over the life. of the | than 10 years or, if to the amortization
on a straight-line | decline in value of | IPRs on a | applicable, charged to the
basis for copyright, | an IPR is | straight-line basis. | equivalent to the accounts.
registered design | calculated on the period specified in
and registered | basis of  the | For IPRs with | the contracts.
trade mark. statutory effective | unlimited life, tax | Deduction is made
life and using the | deduction is|on a straight-line
(Note: straight-line  basis | provided for | basis.
At present, one-off | (i.e. 6 to 20 years | three-quarters  of
tax deduction is | for patent; 15 years | the  cost  and
provided for patent | for registered | amortised at 7%
and know-how.) design and at most | per annum on a
25  years  for | declining balance
copyright). basis.
(c) Conditions for tax deduction for capital expenditure incurred on IPRs

()

Whether
registration of
the IPRs is

required for
tax deduction
purpose

For design and
trade mark where
registration
systems are
available,

registration is a
pre-requisite  for
claiming tax
deduction. Fither
local or overseas
registration is
acceptable.

For claiming tax
deduction for
I[PRs, a person
should be under
Commonwealth

law or equivalent
rights under
foreign law the
patentee, or the
owner of a
registered design
or a copyright, or

For tax deduction
purpose, the IPRs
must be registered
if registration is

required for the
existence of the
IPRs.

For tax deduction
purpose, the IPRs
must be registered
if registration is

required for the
existence of the
IPRs.

For tax deduction
purpose, the IPRs
must be registered
if the IPRs are
registrable. Either
local or overseas
registration is
acceptable.

For tax deduction
purpose, the IPRs
must be registered
if registration is

required for the
existence of the
IPRs.




Hong Kong’s Australia Canada Mainland China Singapore United Kingdom
proposal
the licensee of any

The registration | of those items. ~

requirement is not i

applicable to

copyrights as there

is no official

registry in Hong

Kong for

registration of

copyright works.
(ii) Yes, the taxpayer | No, there is no | No, expenses | No, expenses | Yes, a taxpayer | No, expenses
Whether the | must possess the | requirement that a | incurred in | incurred in | must possess the | incurred in
taxpayer proprietary taxpayer has to be | obtaining licences | acquiring the right | legal and | obtaining licences
must possess | interest of the | the owner or quasi | of IPRs are also | of use of IPRs are | economic rights of | of IPRs are also
the IPRs. owner of an IPR | eligible for tax| also eligible for | the acquired IPRs. | eligible for tax
proprietary : in order to qualify | deduction. tax deduction. deduction.

interest of the
IPRs

for the capital
allowance

deduction - in
respect of that
IPR. Instead, a
taxpayer is

entitled to the
capital allowance

deduction for IPRs
that they ‘“held”
for any time

during the income
year.




Hong Kong’s
proposal

Australia

Canada

Mainland China

Singapore

United Kingdom

In general, the
owner, or the legal
owner if there is
both a legal and
equitable owner of
an IPR is the
holder of the IPR.

(iii)
Whether the
IPRs must be

The IPRs must be
used to produce
profits chargeable

The IPRs must be
used to generate
taxable income.

The TPRs must be
acquired for the
purpose of gaining

The IPRs must be
used in a
company’s trade

Where a company
is carrying on a
trade or business,

The IPRs must be
used by a
company on a

used for | to tax in Hong or producing | or business. the IPRs must be | continuing basis in
production of | Kong. income that is not acquired for use in | the course of its
chargeable exempt from tax the trade  or| activities, and that
profits in Canada. business for the | the company must
purpose of income | be  within  the
tax assessment. charge of
corporate tax of
the United

Kingdom.
(@) | Claw-back Only sales | Full sales proceeds | Full sales proceeds | Full sales proceeds | Only sales | Full sales proceeds
rules proceeds  capped | will be brought to | will be brought to | will be brought to | proceeds  capped | will be brought to

at the deductions | tax. tax. tax. at the  WDA| tax.

previously allowed
would be brought
to tax.

previously allowed
would be brought
to tax.




Important Note:

The above information is for reference only. While every effort is made to ensure the accuracy of the above information, the Government of the
Hong Kong Special Administrative Region cannot guarantee this to be so and will not be held liable for any reliance placed on the same.
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