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LEGISLATIVE COUNCIL BRIEF 
 
 

Inland Revenue Ordinance  
(Chapter 112) 

INLAND REVENUE (AMENDMENT) (TAX     
DEDUCTIONS FOR DOMESTIC RENTS) BILL 2022  

INTRODUCTION 

At the meeting of the Executive Council on 3 May 2022, the 
Council ADVISED and the Chief Executive ORDERED that, the Inland 
Revenue (Amendment) (Tax Deductions for Domestic Rents) Bill 2022 
(“the Bill”), at Annex A, should be introduced into the Legislative Council 
(“LegCo”). 
 
 
JUSTIFICATIONS 

 
2. The 2022-23 Budget proposed a new tax deduction for domestic 
rent starting from the year of assessment (“YA”) 2022/23 so as to ease the 
burden of taxpayers liable to salaries tax and tax under personal assessment 
who are not owners of domestic properties, generally subject to a ceiling 
of $100,000 for a YA. 
 
Proposed Key Implementation Features 

 
3. The key features of the implementation framework for the 
proposed deduction are set out as follows – 
 

(A)  ELIGIBLE PERSONS 
 

(a) The deduction will apply to taxpayers liable to salaries tax and 
tax charged under personal assessment.  For those liable to 
salaries tax, domestic rent will be deductible from net assessable 
income.  For those who have elected for personal assessment, 
domestic rent will be deductible from total income.  
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(b) The rent paid by a person or by the person’s spouse (who is not 
living apart from the person) as a tenant (or by both of them as co-
tenants) under a qualifying tenancy of domestic premises is 
allowable for deduction.  To prevent any excessive claims by a 
married couple, specific deduction rules will be provided to ensure 
that the total amount of deduction allowable to the couple in 
respect of the rent paid by either or both of them as a tenant or co-
tenants under a qualifying tenancy will not exceed the amount of 
deduction allowable to a person (who is not married) had the rent 
been paid by the person as a tenant under the qualifying tenancy.  
The deduction rules are set out in Part (D) below. 

 
(B)  ELIGIBLE PREMISES 
 
(a) To qualify for the deduction, any domestic premises1 must be 

used by a person as a place of residence in Hong Kong.  If the 
person has more than one place of residence, the relevant premises 
must be his or her principal place of residence2. 

 
(b) In general, only rent paid in respect of a tenancy for domestic 

premises that is stamped 3  will qualify for deduction 4 .  
Domestic rent paid under a sub-tenancy agreement will also 
qualify for deduction.  

 
(c) If a tenancy is procured in respect of any domestic premises and 

a car parking space, and the car parking space is not sublet, the 
car parking space will be taken to be part and parcel of the 
domestic premises and the deduction will also apply to the rent 
paid inclusive of the car parking space. 
 

 

                                                 
1  The domestic premises should be a building or any part of such a building that is not prohibited by 

or pursuant to any law or any specified instrument from being used for residential purposes.  
 
2  A person’s principal place of residence has to be decided on the facts of each case, including the 

periods and pattern that the person and his/her family members have resided in all places of 
residence.  Generally, the place of residence in which the person and his/her family have spent 
the majority of their time is taken as their principal place of residence. 

 
3  A tenancy agreement confers a tenant exclusive right to use the premises, and tenancy agreements 

are generally required to be stamped under the Stamp Duty Ordinance (Cap. 117).  
 
4  Premises leased to the public by the Government or the Financial Secretary Incorporated as an 

agent of the Government at market rent, in respect of which the tenancy agreement is not required 
to be stamped under the Stamp Duty Ordinance (Cap. 117), will also qualify for deduction (e.g. 
government quarters leased to members of the public on market rent).  
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(C)  CIRCUMSTANCES IN WHICH DEDUCTION IS NOT ALLOWED 
 

In the following circumstances, a deduction for domestic rent will 
not be allowed – 
 
(i) the person or the person’s spouse (who is not living apart 

from the person) is a legal and beneficial owner of any 
domestic premises in Hong Kong.  This ensures that the 
deduction is a targeted measure to benefit those who do not 
own a flat;  

 
(ii) the landlord or principal tenant5 of the rented domestic 

premises is an associate of the person or the person’s 
spouse (e.g. the landlord is the person’s spouse, or a parent, 
child, sibling or partner of the person or the person’s spouse, 
or a corporation controlled by the person or the person’s 
spouse)6.  This seeks to avoid tax abuse through related-
party lease arrangement;   

 
(iii) the person or the person’s spouse (who is not living apart 

from the person) is provided with a place of residence by 
his or her employer or an associated corporation of the 
employer, or the rent payable or paid by the person or the 
person’s spouse in respect of a place of residence is wholly 
or partly paid or refunded by the employer or the 
associated corporation.  This seeks to avoid double tax 
benefits given that the person or the person’s spouse may 
already be able to benefit from special tax treatment7; 

 
(iv) the person or the person’s spouse (who is not living apart 

from the person) is a tenant or authorised occupant(s)8 of 
a public rental housing flat of the Hong Kong Housing 

                                                 
5   i.e. the landlord of a tenancy, or the principal tenant in case of a sub-tenancy. 
 
6  Reference has been made to the definition of “associate” in other provisions in the Inland Revenue 

Ordinance (Cap. 112) (“IRO”), e.g. section 20AC(6) in relation to natural person for certain profits 
tax exemption. 

 
7  Under section 9(1)(b), (1)(c), (1A) and (2) of the IRO, a rental value calculated at 4%, 8% or 10% 

(depending on the type of accommodation provided) of the net income of the person or the person’s 
spouse after deduction of relevant outgoings and expenses, instead of the rent paid or refunded by 
the employer or the associated corporation, will be taxed.  Any rent borne by the person or the 
person’s spouse in respect of the place of residence can be deducted from the rental value. 

 
8  i.e. the tenant’s family member(s) who is/are authorised under the tenancy to reside with the tenant 

in the flat. 
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Authority or the Hong Kong Housing Society.  This is 
because these individuals are already provided with long-
term accommodation at subsidised rent;  

 
(v) the premises are not allowed for residential use or the 

tenancy is prohibited under any law or a Government 
lease.  This seeks to exclude any premises in respect of 
which residential use is not allowed or letting is not 
specifically authorised, e.g. a flat under a subsidised home 
ownership scheme for which alienation restrictions have not 
yet been removed; 

 
(vi) the person or the person’s spouse has entered into a lease 

purchase agreement in respect of the premises concerned 
with the landlord.  This seeks to forestall tax abuse 
through lease purchase arrangement;  

 
(vii) the sum representing the domestic rent is allowable as a 

deduction under any other provision of the IRO.  For 
example, the rent paid for any premises occupied for 
business use should be allowable for deduction as business 
expense under profits tax and not deductible as domestic 
rent under salaries tax; or 

 
(viii) any other domestic rent paid in respect of any other 

domestic premises has been allowed to the person or the 
person’s spouse (who is not living apart from the person) as 
a deduction for the same period for which the domestic 
rent is paid. 

 
(D) DEDUCTION RULES 

 
If a taxpayer fulfils the eligibility criteria mentioned in Part (A) 
above, he or she may claim deduction in respect of eligible 
premises described in Part (B) above in accordance with the 
following deduction rules – 

 
(a) In general, the maximum amount of deduction for domestic rent 

allowable to a person is $100,000 for each YA.  To ensure 
fairness and forestall tax abuse, the maximum amount of 
deduction will be reduced – 
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(i) if there is more than one tenant under the tenancy – in 
proportion to the number of co-tenants; or 

 
(ii) if the period of the tenancy for which the domestic rent is 

paid covers only a part, but not the whole, of a YA – in 
proportion to the period of the tenancy that overlaps with 
the YA; 

 
(b) The amount of deduction allowable to a person is the amount of 

rent paid under the tenancy in relation to the YA or the deduction 
ceiling for the tenancy for the YA, whichever is less;   
 

(c) The total amount of deduction allowable to a married person or 
the person’s spouse (who is not living apart from the person) (or 
both of them) is the amount of rent paid under the tenancy in 
relation to the YA or the deduction ceiling for the tenancy for the 
YA, whichever is less;   
 

(d) If the person is married during part of the YA, paragraph (b) above 
applies to the part of the YA when the person is not married and 
paragraph (c) above applies to the part of the YA when the person 
is married; 
 

(e) If the rent is paid under more than one tenancy in relation to a YA, 
the amount of allowable deduction for the YA is the aggregate of 
the amount determined in accordance with the principle set out in 
paragraph (b) above for each of the tenancies;  

 
(f) Domestic rent paid (rather than incurred) by the person and/or the 

person’s spouse (who is not living apart from the person) in 
relation to a YA is allowable for that YA;   
 

(g) If there is more than one tenant under a tenancy, the domestic rent 
paid by the tenants will be taken to have been paid by them in 
equal shares; and 
 

(h) If domestic premises are used partly as a place of residence and 
partly for other purposes (e.g. for business use as home office or 
front-shop back-home), for determining the amount of the 
allowable deduction, the amount of rent paid under the tenancy in 
relation to the YA is taken to be such part of the amount of the rent 
that is reasonable in the circumstances of the case. 
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(E)  ENTITLEMENT PERIOD 
 

There is no limit for the entitlement period. 
 
 
Holding over of payment of provisional salaries tax 

 
4. It is the Government’s plan that the provisions relating to the 
deduction for domestic rent will come into operation from YA 2022/23.  
The deduction will become a new ground for the application for holding 
over of payment of provisional salaries tax.  For the ease of 
administration and to relieve taxpayers from the burden of making 
holdover applications, taxpayers will be allowed to provide information 
about their domestic rent paid or payable in relation to YA 2022/23 in the 
2021/22 tax returns so that deduction can be taken into account 
automatically in the computation of the 2022/23 provisional salaries tax 
when the 2021/22 tax demand notes are issued.   
 
 
THE BILL 

5. The main provisions of the Bill are as follows –  
 

(a) Clause 3 adds a new Division 8 (the new sections 26V to 26ZC) 
to Part 4A of the IRO.  

 
(b) The new section 26X provides for the new deduction allowable 

for domestic rent. 
 
(c) The new section 26Y provides for the amount of deduction 

allowable to a taxpayer in respect of domestic rent in various 
circumstances. 

 
(d) The new section 26Z deals with claims for deduction under the 

new section 26X in respect of domestic rent paid by a married 
person or the person’s spouse (or both of them).  It provides for 
the related arrangement, and the related power to make 
adjustments, under which the domestic rent paid will be 
allowable as a deduction to either the married person or the 
person’s spouse or both of them. 
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(e) The new section 26ZA provides for the circumstances in which 
no deduction is allowable for domestic rent. 

 
(f) The new section 26ZB provides for requirements where there is 

a refund of domestic rent paid. 
 
(g) Clauses 4 and 5 amend sections 63CA and 63E of the IRO to 

provide for the computation, and holding over of, provisional 
salaries tax in relation to the deduction under the new section 
26X. 

 
(h) Clause 6 amends section 89 of, and clause 8 adds a new Schedule 

52 to, the IRO to provide for a transitional arrangement under 
which an application may be made for the holding over of 
payment of provisional salaries tax in respect of the year of 
assessment 2022/23 in view of the deduction under the new 
section 26X. 

 
(i) Clause 7 adds a new Schedule 3G to the IRO to specify an 

amount based on which a deduction ceiling is determined for 
calculating the amount of deduction allowable to a taxpayer in 
respect of domestic rent.  

 
 
LEGISLATIVE TIMETABLE 

6. The legislative timetable is as follows    
 

Publication in the Gazette 
 

6 May 2022 

First Reading and commencement 
of Second Reading debate 
 

11 May 2022 

Resumption of Second Reading 
debate, committee stage and Third 
Reading 

To be notified 

 
 
IMPLICATIONS OF THE PROPOSALS 

7. The proposals are in conformity with the Basic Law, including 
the provisions concerning human rights.  The proposals will not affect the 
binding effect of the existing provisions of the IRO and its subsidiary 
legislation.  The economic, financial, sustainability and family 
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implications of the proposals are at Annex B.  The proposals have no 
productivity, environmental, gender or civil service implications. 
 

PUBLIC CONSULTATION 

8. We have formulated the proposals after taking into account views 
received from LegCo Members and other stakeholders during the Budget 
consultation process.  Owing to the confidentiality of the Budget, we have 
not carried out prior consultation for the proposals. 
 
 
PUBLICITY 

9. We will issue a press release on 4 May 2022.  A spokesperson 
will be available to answer media and public enquiries. 
 
 
ENQUIRIES 

10. Enquiries on this Brief can be directed to Miss Helen CHUNG, 
Principal Assistant Secretary for Financial Services and the Treasury 
(Treasury), at 2810 2370. 
 

 

 

Financial Services and the Treasury Bureau 
May 2022 

 B  
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Annex B 

 

Economic, Financial, Sustainability and Family Implications of  
the Proposals 

 
 
Economic Implications 

  The proposed tax deduction will help reduce the financial burden 
of eligible taxpayers, enabling them to have more disposable funds. 
 
Financial Implications 

2.  It is roughly estimated that the implementation of the proposed 
deduction will reduce tax revenue by about $3.3 billion annually.  The 
estimated number of taxpayers to benefit is about 430 000, equivalent to 
the number of households with monthly income not less than $10,000 (i.e. 
annual income not less than $120,0001) living in private sector housing.   
 
Sustainability Implications 

3.  The proposed tax deduction is expected to generate economic 
benefits to households through increasing their disposable incomes and to 
alleviate taxpayers’ burden in meeting personal expenses.   
 
Family Implications 
 
4.  The proposed tax deduction will relieve the tax burden of eligible 
taxpayers and help strengthen their capability to foster care of their family 
members. 
 
 

                                                 
1 A person with income below the basic allowance of $132,000 will not be liable to salaries tax or tax 

under personal assessment. 


