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CRATIESCAD

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

(Part II — Anti-avoidance Provisions)

Hong Kong’s Australia Canada Mainland China Singapore United Kingdom
proposal
(a) | Whether the | Yes. Yes. Yes. Could not | Yes. Yes.
relevant tax ascertain the
authority is relevant details.
empowered to
determine the
true market
value of the
IPRs
(b) | Whether tax | No. IPR  transactions | In  general, tax | Could not | Writing-down Could not
deduction between associates | deduction is | ascertain the | allowance (WDA) | ascertain the
would be are accepted for | allowed for IPR | relevant details. is not allowed if | relevant details.
allowed if the tax deduction | transactions the related party
IPRs are purpose but subject | between associates from whom the
purchased to the transfer | provided that the IPRs are acquired
from pricing and market | IPRs are purchased had claimed a
associates value deeming | at market value. deduction on
provisions. expenditure
It should be noted incurred on the
It should be noted | that Canada levies creation of the
that Australia | capital gains tax [PRs and the
levies capital gains | and full proceeds proceeds from the
tax and full | arising from the sale of those IPRs
proceeds  arising | sale of IPRs will be are not chargeable
from the sale of | brought to tax. to tax.
IPRs  will  be

brought to tax.

It should be noted
that WDA  is
provided for




United Kinigdom

Hong Kong’s Australia Canada Mainland China Singapore
proposal

capital expenditure
incurred in
acquiring the IPRs
from 1 November
2003 to 31 October
2013.

(¢) | Requirement | The IPRs can be | Tax deduction -is | The IPRs must| Could not | The IPRs must be | The IPRs must be
on where the | used in or outside | not allowed for an | produce  income | ascertain the | used in Singapore. | used by a
IPRs are used | Hong Kong. IPR if an end-user | which  is. not| relevant details. company which is
for is a lessee of the | exempt from tax in within the charge
production of | If wused outside | IPR and the IPR is | Canada. of corporate tax of
chargeable Hong Kong, the |to be used wholly the United
profits IPRs must be used | or principally Kingdom.

by the taxpayer | outside Australia
himself/herself. by a non-resident.

(d) | Whether tax | No, unless certain | Whether tax | Dealt with by | Could not | No tax deduction is | No tax deduction is
deduction conditions are | deduction  would | general ascertain the | allowed unless the | allowed if the IPRs
would be | fulfilled. be allowed | anti-avoidance relevant details. taxpayer is | are involved in sale
granted for depends on how | provision. engaged in IPR | and licensing back
IPRs involved the arrangement is licensing business. | arrangement.
in sale and structured and the
licensing back intention and i
or leverage purpose of
licensing structuring the sale
arrangements and licence back

1

Tax deduction for capital expenditure incurred on the purchase of IPRs would be granted to sale and licensing back transaction if —

(a)
(b)

the purchase of the IPR; and

(©)

2

the end-user of the IPR purchased the IPR from the supplier on or after the commencement date of the Bill;
at any time before the purchase of the IPR by the taxpayer, the end-user has not been granted with tax deduction for the capital expenditure incurred by the end-user on

the amount paid by the taxpayer in purchasing the IPR from the end-user is no more than the amount paid by the end-user to the supplier.




Hong Kong’s Australia Canada Mainland China Singapore United Kingdom
proposal

arrangement.

No tax deduction is
allowed for IPRs

involved in
leverage licensing
arrangement.

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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June 2011






