26 February 2014

2014-15 HKSAR Budget

A pragmatic approach to the right direction
The 2014-15 HKSAR Budget speech was delivered
today. Five one-off relief measures involving about
$20 billion have been proposed after taking into
account of the forecast budget surplus of $12 billion
for 2013-14.
These are considered to be
well-balanced measures when compared with the
one-off measures totaled $33 billion in the 2012-13
Budget which has recorded a $65 billion surplus.
Despite the reduction of proposed one-off measures,
this, on one hand, can alleviate the burden of the
needy and the taxpayers, on the other hand, can
address the need of saving for the future.
In the short- to medium-term, to further promote
Hong Kong as an asset management hub, the
Financial Secretary’s proposal to waive the stamp
duty for the trading of all exchange traded funds
(ETFs) is encouraging. We also welcome the setting
up of a task force to review the requirements under
the Inland Revenue Ordinance for interest
deductions in the taxation of corporate treasury
activities. We look forward to starting the legislative
work for allowing private equity funds to enjoy tax
exemption for offshore funds soon. All these
measures will be favorable for attracting more funds
and MNCs to expand their business in Hong Kong.
In pursuit of a healthy and sustainable development
for the community, we would like to see the
introduction of more incentives for environmental
protection.
Despite the exemption for First
Registration Tax for electric vehicles which will be
extended by three years up to 31 March 2017 and

other proposed measures, we advocate the
implementation of more schemes according to the
user-pays principle. In addition, we look forward to
the introduction of tax deduction for medical
insurance expenditure in the near future. This could
also help address the challenge of the ageing
population.
From the long term perspective, we agree with the
Working Group on Long-Term Fiscal Planning that the
Government must seek to foster economic growth,
and align the growth rates of government revenue
and government expenditure. Hence, it is crucial to
adopt a prudent fiscal approach in formulating future
Budgets so as to cope with the challenges brought by
an ageing population and long-term financial
commitments.

Highlights
Profits Tax
Reducing profits tax for 2013-14 by 75%, subject to a
ceiling of HK$10,000

Salaries Tax
Reducing salaries tax and tax under personal assessment
for 2013-14 by 75%, subject to a ceiling of $10,000
Raising dependent parent or grandparent allowance aged
60 or above from $38,000 to $40,000, whereas for aged
between 55 and 59 from $19,000 to $20,000
Raising deduction ceiling for elderly residential care
expenses from $76,000 to $80,000

One-off measures caring for people’s livelihood (other than tax as previously highlighted) proposed in
the budget are as follows:

Rates
• Waive of rates for the first two quarters of 2014-15, subject to a ceiling of $1,500 per quarter for each
rateable property

Rental Concession for Public Housing Tenants
• Waiver of one month rental for public housing tenants
• Waiver of two-thirds of rent of non-elderly tenants of the Hong Kong Housing Society’s Group B estates
for one month

Comprehensive Social Security Assistance (CSSA) Payment
• Provision of extra allowance to CSSA recipients, equal to one month of the standard rate CSSA payments,
and an extra allowance to Old Age Allowance, Old Age Living Allowance and Disability Allowance
recipients, equal to one month of the allowances
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The following summarize other key points mentioned in the budget speech for easy reference:

Development as a Smart City
• Increase Wi-Fi hotspots with completely or time-limited free public access to 20,000
• Make all government information released for public consumption machine-readable in digital formats
• Further digitalise government operations and actively implement paperless solutions
• Study the wider use of the Internet of Things, sensors and big data analytics
• Consider the provision of a digital identity to all Hong Kong people

Investment in Environmental Infrastructure
• Adopt incentive-cum-regulatory approach to phase out all the pre-Euro IV diesel commercial vehicles
• Promote the use of electric vehicles by extending the tax exemption of First Registration Tax by three years
• Reserve a site for the construction of a desalination plant
Innovation and Technology Industry
• Set up an Enterprise Support Scheme (ESS) to provide funding support for R&D activities of private sector
companies

• Extend the scope of funding to development work and system integration, industrial design, compliance
testing and clinical trials

• Provide an annual funding of up to $24 million to the six designated universities

Development of Financial Services Industry
• Commence legislative work on the proposal to allow private equity funds also to enjoy tax exemption for
offshore funds

• Propose to introduce an open-ended fund company structure
• Propose to waive the stamp duty for the trading of all Exchange Traded Funds (ETF)
• Review the requirements under the Inland Revenue Ordinance for interest deductions in the taxation of
corporate treasury activities, and clarify the criteria for such deductions
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Stabilizing Land Supply
• 34 residential sites to be included in the Land Sale Programme, of which 24 are new sites
• 7 sites to be included for commercial/ business use and one site to be included for “hotel only” use, providing a
total floor area of about 230,000 square metres and 1,100 hotel rooms

• In phases over the three years from 2016-17, the Kai Tak Development will provide about 1.4 million square
metres of commercial floor area, including hotel sites

• Implement the relocation and integration of the existing government facilities in the two action areas of
Kowloon East on Kwun Tong waterfront and in Kowloon Bay, and kick start the advance works
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Supporting Small and Medium Enterprises (SMEs)
• Reduce Profits Tax for 2013-14 by 75%, subject to a ceiling of $10,000
• Extend the application period for the special concessionary measures under the Small and Medium Enterprises
Financing Guarantee Scheme for one year

• Continue to implement the Small Business Policy (SBP) scheme by the Hong Kong Export Credit Insurance
Corporation so that SBP policyholders will continue to enjoy waiver of the annual policy fee and up to 20 %
premium discount

• Earmark $50 million to support retailers on a matching fund basis for the use of IT and other technology
solutions

• Promote cloud computing applications among SMEs and provide relevant training
• Continue to promote the Microfinance Scheme carried out by the Hong Kong Mortgage Corporation Limited
• Identify suitable workspace for individuals and enterprises engaging in creative industries

Care for People
• Provide 1,500 additional places for the Enhanced Home and Community Care Services
• Upgrade 51 social centres for the elderly to neighbourhood elderly centres
• Raise the subsidies for places under the Enhanced Bought Place Scheme and the Nursing Home Place Purchase
Scheme

• Provide 950 new subsidised residential care places for the elderly
• Conduct a pilot program in the purchase of residential care places from elderly homes run by Hong Kong
non-governmental organisations in the Mainland.

• Inject $10 billion into the Lotteries Fund to implement the Special Scheme on Privately Owned Sites for Welfare
Uses

Development of Local Bonds
• Launch a further issuance of iBond worth not more than $10 billion
• Interest will be paid to bond holders once every six months at a rate linked to the inflation rates of the last
half-year period
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(Source: The 2014-15 Budget Speech)
The budget proposals do not generally become law until their enactment and may be modified by the Legislative Council before enactment
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SHINEWING (HK) CPA Limited is the member firm of ShineWing Certified Public

Accountants. With headquarters in Beijing, SHINEWING has fully fledged branch offices in Hong
Kong, Singapore, Australia, Japan and across China, including Shenzhen, Chengdu, Shanghai, Xi’an,
Tianjin, Qingdao, Changsha, Changchun, Yinchuan, Jinan, Dalian, Kunming, Guangzhou, Fuzhou,
Nanjing, Urumqi, Wuhan, Hangzhou and Taiyuan. With the integration of our Hong Kong and
China operations, we strive for providing a comprehensive range of global financial services from
assurance, tax, risk advisory, IPO consultancy to specialist advisory services.

SHINEWING Tax and Business Advisory Limited 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 service 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 Tax and Business Advisory Limited accepts no responsibility for any loss that occurs to any party who acts
on information contained herein without further consultation with us.
Copyright and any other intellectual property rights in its contents are the sole property of SHINEWING Tax and Business Advisory Limited and its
affiliates.
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