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2020-21 HKSAR Budget
The 2020-21 HKSAR Budget was addressed earlier today by the Financial Secretary Mr. Paul Chan, revealing
the unprecedented fiscal deficit of HK$139.1 billion overwhelming any deficit budgets in all prior years.
Against the hectic US-China trade war, political crisis triggered by the Extradition Law and the Covid – 19
epidemic, numerous interest groups across different political and social spectrums have been calling the
government for cash payout. The Budget proposes HK$10,000 cash to be given to every Hong Kong permanent
resident. As compared the raft of relief measures totally of HK$30 billion announced by Chief Executive Mrs.
Carrie Lam earlier this month, the cash payout relief posits Hong Kong residents on a more direct basis.
The current Budget focuses on “supporting enterprises, safeguarding job, stimulating the economy and relieving
people’s burden”. From these perspectives, the counter-cyclical measures would be implemented on a massive
scale, involving about HK$120 billion so as to meet the public expectation as far as possible. In addition to the
measures in riding out current crises, the Budget also caters the development of a diversified economy on a
continuing basis. The scopes cover financial services, innovation and technology, transport and logistics,
tourism, trade, professional services, cultural and creative industries, nurturing talent, the development of
Guangdong-Hong Kong-Macao Greater Bay Area, Belt and Road initiative, etc.
In the Budget speech, the Financial Secretary emphasized the need to maintain the growth and vibrancy of this
economy and identify new areas of economic growth, with a view to increasing the revenue, and specifically the
seeking of new revenue sources or revising tax rates. We support the proactive review against Hong Kong tax
base, and to refine the existing regime for a more diversified revenue sources in order to stabilize the fluctuations
of government budget derived from aging population tendency and unexpected circumstances.
Prudence in the management of public finance has always been the justification of Financial Secretary in
defending policies for conservative public spending. We welcome the proactive and all-rounded measures from
financial and policy perspectives to alleviate the crises over this territory, and would expect more to be
announced on an ad hoc basis in the upcoming future where appropriate.

Tax Highlights
Profits Tax

Reducing profits tax for 2019-20, subject to a ceiling of $20,000
Salaries Tax

Reducing salaries tax and tax under personal assessment for 2019-20, subject to a ceiling of $20,000
Others

Providing tax concession to attract more private equity funds to domicile and operate in Hong Kong
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Save as aforesaid tax concessions, other key points mentioned in the budget speech are summarized
below:

 Rates


Waiving rates for non-domestic properties for 2020-21, subject to a ceiling of $5,000 per quarter in first
two quarters and $1,500 per quarter for remaining two quarters



Waiving rates of domestic properties for four quarters of 2020-21, subject to a $1,500 ceiling per quarter

 Relieve People's Burden


Disbursing $10,000 to Hong Kong permanent residents aged 18 or above



Providing extra allowance to recipients of CSSA, Old Age Allowance, Old Age Living Allowance, Disability
Allowance or Work Incentive Transport Subsidy, equal to 1 month of the standard rate



Paying 1 month's rent for lower income tenants living in public rental units of the Hong Kong Housing
Authority and the Hong Kong Housing Society



Paying the examination fees for school candidates sitting for the 2021 Hong Kong Diploma of Secondary
Education Examination

 Support Enterprises and Safeguard Jobs


Introducing a concessionary low-interest loan under the SME Financing Guarantee Scheme, the
Government will provide 100% guarantee and the application period will last for 6 months. The maximum
amount of loan for eligible enterprises is based on their salary and rental expenditures for 6 months,
subject to a ceiling of $2 million. The repayment period is up to 3 years and, on an opt-in basis, a principal
moratorium is available for the first 6 months during which only interest payments have to be made. The
Government will provide guarantee of up to $20 billion under this concessionary loan scheme



Waiving the business registration fees for 2020-21



Waiving the registration fees for all annual returns (except for late delivery) charged by the Companies
Registry for 2 years

 Fight the Epidemic


Providing sufficient financial support for the Hospital Authority (HA) and the Department of Health (DH) in
combating the epidemic



Enhancing the capability of the healthcare system in preventing and treating infectious diseases, such as
building additional medical and quarantine facilities, increasing the stock of medical supplies as well as
strengthening scientific research on infectious disease prevention and control, pathology and medication

 Tourism


Allocating an additional amount of over $700 million for the Hong Kong Tourism Board to step up promotion
and revive the tourism industry when the epidemic is over
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 Trade


Allocating an additional funding of $150 million to the Trade Development Council (TDC) for organising
various initiatives to promote Hong Kong; setting up Hong Kong Pavilion, Hong Kong Design Gallery
and pop-up shops in major overseas cities; and organising trade delegations

 Transport and Logistics


Introducing a pilot subsidy scheme this year with an injection of $345 million whereas each eligible third
party logistics service provider will receive subsidies to implement up to 4 projects, subject to a cumulative
subsidy ceiling of $1 million, so as to encourage the logistics industry to enhance productivity through
technology application

 Financial Services


Waiving the stamp duty on stock transfers paid by Exchange Traded Fund (ETF) market makers in the
course of creating and redeeming ETF units listed in Hong Kong. This initiative will further reduce the
transaction cost of ETFs listed and spur the development of the ETF market in Hong Kong as well as to
strengthen the competitiveness of Hong Kong as an ETF listing platform



Issuing green bonds totaling $66 billion within the next 5 years to further consolidate and develop Hong
Kong's position as a premier green financial hub in the region



Continuing to issue Silver Bonds to provide Hong Kong residents aged 65 or above with more appropriate
investment products to encourage the financial sector to continue to develop the silver market

 Innovation and Technology


Extending the coverage of the Public Sector Trial Scheme to all technology companies conducting R&D
activities in Hong Kong



Providing the Hong Kong Science and Technology Parks Corporation (HKSTPC) with an additional funding
of $2 billion for converting an old factory in the Yuen Long Industrial Estate into a Microelectronics Centre
to provide modern manufacturing facilities



Enhancing the Technology Voucher Programme by increasing the Government's funding ratio from the
current level of 2/3 to 3/4, and the funding ceiling from $400,000 to $600,000. The ceiling on the number
of approved projects will also rise from 4 to 6, seeking to promote the wider use of technological services
and solutions among local enterprises for increasing their productivity or upgrading and transforming
business processes
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 Public Annuities


Lowering the minimum entry age of the Hong Kong Mortgage Corporation Limited (HKMC) Annuity Plan
from 65 to 60

 Fixed-rate Mortgage Loans


HKMC will launch a pilot scheme to offer through banks fixed-rate mortgage loans, with interest rates of
2.75%, 2.85% and 2.95% per annum for periods of 10, 15 and 20 years respectively, capped at a ceiling
of $10 million per loan transaction

 Environmental Protection


Setting up a $200 million Green Tech Fund to support R&D and application of decarbonisation and green
technologies, and the sharing of R&D findings



Launching a $2 billion pilot scheme to subsidise the installation of charging-enabling infrastructure in
eligible car parks of existing private residential buildings, with a view to facilitating the installation of
chargers by owners of individual parking spaces



Setting aside $7.1 billion as ex-gratia payment to the vehicle owners concerned for the launch of a scheme
in the second half of this year to phase out about 40,000 Euro IV diesel commercial vehicles



Earmarking $350 million to launch a pilot scheme for electric ferries serving ferry routes in the Victoria
Harbour



Setting aside a sum of not less than $300 million each year starting from 2020-21 for implementing a
scheme to recycle waste paper to support the waste paper recycling industry
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Salaries Tax
1

Standard tax rate *

Progressive tax rates *1

2019-20 / 2020-21 (Proposed)
15%
First HK$50,000 - 2%
Next HK$50,000 - 6%
Next HK$50,000 - 10%
Next HK$50,000 - 14%
Remainder - 17%

Personal allowances
-

Single taxpayer

HK$132,000

-

Married couple

HK$264,000

-

Disabled

HK$75,000

-

First to ninth child (each)

HK$120,000

-

Additional for new born baby (each)

HK$120,000

-

Single parent

HK$132,000

-

Dependant parent/grandparent (each)
Aged 55 to 59
-

Basic

-

Additional
(for dependent living with taxpayer)

HK$25,000

HK$25,000

Aged 60 or above
-

Basic

-

Additional
(for dependent living with taxpayer)

HK$50,000

HK$50,000

-

Disabled dependent (each)

HK$75,000

-

Dependent brother/sister (each)

HK$37,500

Deductions
-

Charitable donations

Up to 35% of
assessable income

-

Self education expenses
Home loan interest

-

Elderly residential care expenses

-

Contributions to recognized retirement
schemes
Voluntary health insurance qualifying
premium (each insured person)
Annuity and MPF voluntary contributions

-

Up to HK$100,000
Up to HK$100,000 *2
Up to HK$100,000
Up to HK$18,000
HK$8,000
HK$60,000

*1

Salaries tax is charged on net chargeable income at progressive rates. The tax charged however is limited to tax
at the standard tax rate on the person’s assessable income less concessionary deductions.

*2

Deduction is granted to each taxpayer for 20 years of assessment, whether continuous or not
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Profits Tax
Tax rate
Corporation
Unincorporated business
Royalties to non-residents
(non-associate corporation)
- Rate of deeming assessable profits
- Effective tax rate
Deduction
Charitable donations
Depreciation allowances
Allowances for plant and machinery
- Initial allowance
- Annual allowance
Commercial building allowance
Industrial building allowance
- Initial allowance
- Annual allowance
Manufacturing plant and machinery, and
computer hardware and software
Building refurbishment
Environment-friendly machinery and
equipment
Environment-friendly installations mainly
ancillary to buildings
Intellectual property expenditure
- Patent rights, rights to any know-how
- Copyrights, registered designs,
registered trade marks

2019-20 / 2020-21 (Proposed)
16.5%
15%

30% or 100%
4.95 % or 16.5%

Up to 35% of assessable profits

60%
10%, 20% or 30%
4%
20%
4%
100% immediate write-off
20% write-off for 5 years
100% immediate write-off
100% immediate write-off
100% immediate write-off
20% write-off for 5 years
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Property tax

2019-20/ 2020-21 (Proposed)

Tax rate
- Based on Net Assessable Value

15%

Stamp duty
Stock transactions
- Hong Kong stock

2019-20/ 2020-21 (Proposed)
0.2% per transaction
(payable half by the vender and half by the purchaser)

Residential property transactions (AVD)

Any residential property
acquired by a Hong Kong
Permanent Resident
individual who does not
own any other residential
property in Hong Kong at
the time of acquisition

-

Up to HK$2,000,000
HK$2,000,001 – HK$3,000,000
HK$3,000,001 – HK$4,000,000
HK$4,000,001 – HK$6,000,000
HK$6,000,000 – HK$20,000,000
Above HK$20,000,000

Buyer’s Stamp duty (BSD)
Residential property transactions

Special stamp duty (SSD) (residential property
transactions)
Property held for 6 months or less
Property held for more than 6 months but for 12
months or less
Property held for more than 12 months but for 36
months or less
Property held for more than 36 months

Other scenario
(include acquiring more
than 1 residential
property under a single
instrument*3)

HK$100
1.50%
2.25%
3.00%
3.75%
4.25%

15%

Any residential property
acquired by a Hong Kong
Permanent
Resident individual

Any residential property
acquired by a non-Hong
Kong Permanent
Resident individual
(including corporation)

Nil

15%

Transactions took place after 27 October 2012
20%
15%
10%
Nil

(Source: The 2020-21 Budget Summary)
The budget proposals do not generally become law until their enactment and may be modified by the Legislative Council before enactment

*3

By virtue of The Stamp Duty (Amendment) (No. 2) Ordinance 2018, unless specifically exempted or otherwise provided
in the law, acquisition of more than 1 residential property under a single instrument executed on or after 12 April 2017
will be subject to ad valorem stamp duty (“AVD”) at the rate under Part 1 of Scale 1 – a flat rate of 15%, even if the
purchaser/transferee is a Hong Kong permanent resident who is acting on his/her own behalf and does not own any
other residential property in Hong Kong at the time of acquisition.
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Contact Us
Dr. Angus Ho
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Ms. Nicole Chan
Ms. Velma Lam
Mr. Wilson Lee
Ms. Christine Tai
Ms. Theresa Choi

Tax Partner
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Senior Tax Manager
Tax Manager
Tax Manager
Tax Manager
Tax Manager
Assistant Tax Manager
Assistant Tax Manager

+ (852) 3583 8588
+ (852) 3583 8503
+ (852) 3583 8514
+ (852) 3583 8505
+ (852) 3583 8513
+ (852) 3583 8510
+ (852) 3583 8511
+ (852) 3583 8591
+ (852) 3583 8521

angus.ho@shinewing.hk
degas.yip@shinewing.hk
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karina.tsoi@shinewing.hk
nicole.chan@shinewing.hk
velma.lam@shinewing.hk
wilson.lee@shinewing.hk
christine.tai@shinewing.hk
theresa.choi@shinewing.hk

ShineWing is a premier provider of professional services, specialising in audit, tax and advisory services.
Present in China, SHINEWING has domestic offices which are spread across the major cities, including
Beijing, Shenzhen, Chengdu, Shanghai, Xi’an, Tianjin, Qingdao, Changsha, Changchun, Yinchuan, Jinan,
Dalian, Kunming, Guangzhou, Fuzhou, Nanjing, Urumqi, Wuhan, Hangzhou, Taiyuan, Chongqing, Nanning,
Hefei and Zhengzhou. Other member firms include Hong Kong, Singapore, Australia, Japan, Pakistan,
Egypt, Malaysia, United Kingdom, Indonesia, India, Thailand, Taiwan and Germany. Today, SHINEWING
employs over 8,000 staff. With our extensive network, we are able to leverage fellow members’ expertise
and geographical presence and enhance our ability to serve the dynamic needs of transnational clients.
ShineWing offers strategic counsel for the taxation needs of corporate clients, from the design of privilege
tax strategies for merger, acquisitions and listings to identifying efficient tax structure and vehicles and
analyzing tax benefits of inter-company transactions.
Other major areas of services include advisory on real estate and foreign capital investments, formulation of
overall tax planning scheme and identifying channels for capital retrieval and remittance which are
particularly useful in countries under foreign currency control.

The aim of this summary is to alert taxpayers on the recent developments. The information is general in nature and should not be taken as a substitute for specific advice. Accordingly,
SHINEWING accepts no responsibility for any loss that occurs to any party who acts on information contained herein without further consultation with us.
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