Press Conference 2 May 2017
The Gist of CIR’s Speech

| shall speak on 5 topics: matters relating to this year’s
individuals tax returns, tax treaty negotiations, automatic exchange of
financial account information in tax matters (AEOI), property
demand-side management measures and revenue collections in 2016-17.

2016/17 Tax Returns for Individuals

Today, the IRD is sending out 2.6 million individuals tax returns
for the year of assessment 2016/17.

In the Budget for this year, the Financial Secretary has proposed
to increase the marginal tax bands for salaries tax; increase the disabled
dependant allowance and dependent brother or dependent sister
allowance; raise the deduction ceiling for self-education expenses and
extend the entitlement period for home loan interest deduction. Besides,
he has proposed a one-off reduction of 75% of profits tax, salaries tax and
tax under personal assessment for the year of assessment 2016/17, subject
to a ceiling of $20,000 per case.

The Government has started the legislative amendment exercise
for these proposals.  After enactment of the relevant legislation, the IRD
will effect the tax reduction in the 2016/17 tax bills, and will
automatically apply the new allowances / deduction ceiling, if applicable,
in calculating the 2017/18 provisional tax. Taxpayers should complete
their tax returns as usual. No application is required for the proposed
tax measures.

A one-month period is allowed for filing individuals tax returns.
The deadline is 2 June 2017. For sole proprietors of unincorporated
businesses, a three-month period is allowed, i.e. the filing deadline is 2
August 2017. For on-line filing via eTAX, all taxpayers will get an
automatic extension of 1 month.
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Now, I will report the progress of some major work of the IRD.

Tax Treaty Negotiations

Up to 31 March 2017, Hong Kong has signed Comprehensive
Double Taxation Agreements (CDTAs) with 37 jurisdictions and
concluded CDTA negotiations with 4 countries. Hong Kong is actively
conducting negotiations with other countries for CDTAs. Hong Kong
aims at concluding more CDTAs so as to eliminate the incidence of
double taxation faced by Hong Kong taxpayers and to secure more treaty
benefits for them.

AEOI

Exchanging financial account information on an automatic basis
Is an international standard which aims to enhance tax transparency and
combat cross-border tax evasion.  Since establishing the legal
framework for implementing AEOI through the amendment of the Inland
Revenue Ordinance in June 2016, Hong Kong has signed bilateral
Competent Authority Agreements with 11 countries for conducting AEOIL.

To implement the arrangement for AEOI more effectively and to
respond to latest international developments, the Government introduced
the Inland Revenue (Amendment) (No.3) Bill 2017 into the Legislative
Council in March 2017 with a proposed effective date on 1 July 2017.
We will provide full support to the Legislative Council and keep on
expanding the network of AEOI.

Property Demand-side Management Measures

To address the overheated residential property market, the
Government announced a new round of demand-side management
measure on 4 November 2016 to raise the ad valorem stamp duty (AVD)
rate of residential property transactions to a flat rate at 15%, in lieu of the
existing AVD rates at Scale 1, with effect from 5 November 2016. AVD
rates at Scale 2 will continue to be applicable to exempted and excluded
circumstances, including residential property transactions where the
buyer is a Hong Kong permanent resident (HKPR) acting on his/her own
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behalf and is not a beneficial owner of any other residential property in
Hong Kong at the time of acquisition. The Government introduced the
Stamp Duty (Amendment) Bill 2017 (the Bill), which seeks to implement
the New Residential Stamp Duty (NRSD), into the Legislative Council in
February 2017. The Legislative Council has formed a Bills Committee to
scrutinise the Bill.

To prevent local investors from acquiring multiple residential
properties under a single instrument to avoid the payment of NRSD, thus
undermining the effectiveness of the new measure, the Government
announced on 11 April 2017 to tighten up the exemption arrangement for
HKPRs under the NRSD measure. If a HKPR-buyer acquires more than
one residential property under a single instrument, the transaction will no
longer be exempted and will be subject to the NRSD rate of 15%. The
tightened up exemption arrangement takes effect on 12 April 2017. The
Government will introduce relevant proposed legislative amendments
into the Legislative Council as soon as possible.

IRD Revenue Collections

I will next give an account of the revenue collections by the IRD
in the year 2016-17, and the forecast collection for the coming year.

In the year 2016-17, the IRD collected $290.2 billion which is
$1.1 billion lower than that of last year. Profits tax collection reduced
slightly by 1% to $139.3 billion, while salaries tax collection increased by
2% to $59.1 billion. Stamp duty decreased by 1% to $61.9 billion.

In the coming year, the forecast total revenue collection is $286
billion.

I hope you will find the information sheets on revenue
collections helpful.

Lastly, | wish to remind taxpayers to file the tax returns on or
before the deadlines and to pay sufficient postage if they send in the

returns by post.

Thank you.
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Table 1 Revenue Collected by Tax Type
2016-17

MBUER BERS R 2015-16 &)
Financial Year Provisional Change

figures

HETT HETT BHETT

($m) ($m) ($m)
FltEH 139,250 | 140,226.6 -976.6 - 1%
Profits Tax
Bt 59,114 57,867.8 | +1,246.2 | +2%
Salaries Tax
YIZER 3,375 2,998.0 +377.0 | +13%
Property Tax
(EPNNSE S 5,221 4,790.0 +431.0 | +9%
Personal Assessment
AB K FSFH4E

s N , ,882.4 +1,077.6 | + 0.5%
Total Earnings & Profits Tax 206,960 | 205 °
E R 19 30.0 -11.0 | -37%
Estate Duty
ENFER 61,899 62,680.3 -781.3 - 1%
Stamp Duty
LS 21,119 20,127.2 +991.8 + 5%
Betting Duty
S ECE 228 2,607.1 | -2,379.1 | -91%
Business Registration Fees
Ml

Bitleean 290,225 | 291,327.0 -1,102.0 | -0.4%
Total Revenue Collected
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Table 2

Demand Notes Issued

2016-17 st
? jﬁﬁfg e 2015-16 )
Financial Year Provisional figures Change
FSGHH 163,000 153,000 | +10,000 | + 7%
Profits Tax
Bt 1,590,000 | 1,627,000 | -37,000 | -2%
Salaries Tax
YIZEM 146,000 136,000 | + 10,000 | + 7%
Property Tax
(EPNINSS i 237,000 223,000 | + 14,000 | +6%
Personal Assessment
k]
Total 2,136,000 2,139,000 -3,000 |-0.1%
Fz= REE B BEER
Table 3  Tax Assessed
2016-17 2
EZ_‘IBIEE e e 2015-16 2)
Financial Year Provisional figures Change
HETT HETT BHETT
($m) ($m) ($m)
FtSHH 138,240 139,000 -760 | -1%
Profits Tax
Bt 61,280 60,580 +700 | +1%
Salaries Tax
YIZEM 3,690 3,330 +360 | +11%
Property Tax
EPNINES: i 5,270 4,850 +420 | +9%
Personal Assessment
4ERE
Total 208,480 207,760 +720 |+ 0.3%
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Table 4 Current Year Arrears Position
2016-17 2%
Ej&ﬁ.fg Faies e 2015-16 )
Financial Year Provisional figures Change
BE Asat (31-3-2017) (31-3-2016)
HETT HETT HETT
($m) ($m) ($m)
FSGHH 2,049 2,015 +34 + 2%
Profits Tax
HrEM 1,600 1,571 + 29 + 2%
Salaries Tax
SYUE 202 217 -15 - 7%
Property Tax
[EPNNSE S 83 95 -12 | -13%
Personal Assessment
B
Total 3,934 3,898 + 36 + 1%
= REFERBULREEBEER
Table 5 %0 of Current Year Arrears over Tax Assessed
FIBUERE 2016-17
Financial Year E&RF %5 Provisional figures 2015-16 EEK%%
ange in
| BPENBUK | bR | SPEOBIK | g point
% point Tax Assessed % point Tax Assessed
BHETT BHETT
($m) ($m)
FSHH 1.5% | 138,240 1.4% 139,000 +0.1
Profits Tax
Bt 2.6% 61,280 2.6% 60,580 -
Salaries Tax
YIZEM 5.5% 3,690 6.5% 3,330 -1.0
Property Tax
{5 A AJEER R 1.6% 5,270 2.0% 4,850 -0.4
Personal
Assessment
B -
Total 1.9% 208,480 1.9% 207,760
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Table 6 Provisional Tax Holdover Applications Processed
45 i <
. . Profits Salaries Property
Financial Year Total
Tax Tax Tax
2012-13 5,800 37,700 3,400 46,900
2013-14 5,400 38,800 3,100 47,300
2014-15 4,700 40,100 3,000 47,800
2015-16 4,600 39,300 2,800 46,700
2016-17 4,700 34,700 2,600 42,000
2016-17 FE5EH) + 100 - 4,600 - 200 - 4,700
Change for 2016-17 + 2% -12% - 7% -10%
=t T T HHSIRLE %
Table 7 Approved Instalment Cases
[/\E N2 2 NZ £ NI J%\-\:‘ NI
BB AR H] fﬁ‘*ﬂl e %ﬁi YIZERL EANE R Ly
. . Profits | Salaries | Property Personal
Financial Year Total
Tax Tax Tax Assessment
2012-13 1,350 4,360 70 350 6,130
2013-14 1,100 4,610 70 360 6,140
2014-15 940 4,710 80 360 6,090
2015-16 920 4,110 100 290 5,420
2016-17 1,090 3,780 90 220 5,180
2016-17 S8 dE) | + 170 - 330 -10 -70 - 240
Change for 2016-17 | + 18% - 8% -10% - 24% - 4%
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Table 8 Overall Growth in Assessable Income under Salaries Tax

5 2015/16

RDLEER P 2014/15

Year of Assessment Provisional figures

5

Annual income
90 &l + 3% +4.5%
Above $900,000
$600,001 - $900,000 + 6% + 7%
$300,001 - $600,000 + 5.5% + 6.5%
30 BEorEi LT + 7.5% + 8%
$300,000 & below

SR + 5% + 6%

Overall growth

R FISEGBRAEBUFHERAN &

Table 9 Overall Growth in Net Assessable Profits under Profits Tax

— 2015/16

RO S 2014/15
Year of Assessment Provisional figures

B R + 2% + 7%
Overall growth
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Table 10 Distribution of Salaries Tax Payers by Annual Income

BEEERL Final Tax

ARBLEELE 2015/16
Year of Assessment . . 2014/15
EEHS 5 Provisional figures

FEEr WA H Btk YN (S| Hath
Annual income No. of Taxpayers % No. of Taxpayers %
90 &L | . .
Above $900,000 182,000 9.8% 165,000 9.2%
$600,001 - $900,000 200,000 10.8% 175,000 9.8%
$400,001 - $600,000 341,000 18.4% 336,000 18.7%
$300,001 - $400,000 300,000 16.2% 301,000 16.8%
$200,001 - $300,000 427,000 23.1% 413,000 23.1%
$120,001 - $200,000 402,000 21.7% 401,000 22.4%

1,852,000 100.0% 1,791,000 100.0%
Total
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Table 11 Distribution of Corporations by Net Assessable Profits

AR 2015/16
RBLEEE R o 2014/15
Year of Assessment EEHF 8y Provisional figures
FESFRLFA ANEHHE BHarth AHBH Both
Net Assessable Profits  |No. of companies % No. of companies %
5 T-#th b . .
Above $50 m 1,800 1.7% 1,800 1.8%
$30,000,001 - $50,000,000 1,100 1.1% 1,000 1.0%
$20,000,001 - $30,000,000 1,200 1.2% 1,200 1.2%
$10,000,001 - $20,000,000 3,000 2.9% 2,900 2.9%
$7,500,001 - $10,000,000 1,700 1.6% 1,800 1.7%
$5,000,001 - $7,500,000 3,000 2.9% 2,900 2.9%
$3,000,001 - $5,000,000 4,800 4.6% 4,700 4.7%
$2,000,001 - $3,000,000 4,700 4.5% 4,800 4.7%
$1,000,001 - $2,000,000 10,500 10.1% 10,200 10.1%
100 F7r LA T 72,000 69.4% 69,600 69.0%
$1m & below

103,800 100.0% 100,900 100.0%
Total
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Table 12 Comparison of Estimates for 2017-18 and Collections for 2016-17
2017-18 | 2016-17
AT THE il )
Financial Year Approved COEL';;}ZLQ"‘S Change
. RS e
Estimates ProvisioT]aI figures
HETT HETT HETT
($m) ($m) ($m)
RS 139,000 139,250 -250 | -0.2%
Profits Tax
B 61,855 59,114 +2,741 + 5%
Salaries Tax
YIZER 3,200 3,375 - 175 -5%
Property Tax
(EPNNS i 4,800 5,221 - 421 - 8%
Personal Assessment
ANERASDHER 208,855 206,960 +1,895 + 1%
Total Earnings & Profits Tax ’ ' ’ 0
M 15 19 -4 -21%
Estate Duty
ETERL 53,000 61,899 - 8,899 - 14%
Stamp Duty
R 21,552 21,119 + 433 + 2%
Betting Duty
PEG R E 2,600 228 + 2,372 |+ 1040%
Business Registration Fees
s 286,022 290,225 4,203 1%
Total Revenue Collected ’ ’ e T

St ¢

Page 8

Major Statistics




F1+=
Table 13

HHEZ A ERIRR

Results of Field Audit and Investigation

PABUEERE

Financial Year

2016-17
RIS e
Provisional
figures

2015-16

2014-15

2013-14

2012-13

SEREZE R H

No. of cases completed

1,801

1,804

1,803

1,802

1,802

BIVSE DN
Understated earnings & profits
(E&E7T /$m)

S {18 18] et S A
Average understatement per case
(EH&JT /$m)

12,409

13,889

12,858

12,936

16,348

T E B R R ETTAK

Back tax and penalties assessed
(E&JT /$m)

T 2P PRSI K R Sk
Average back tax and penalties

percase (EH&JT /$m)

2,528

1.4

2,538

14

2,533

1.4

2,540

1.4

3,448

1.9

AR T

Results of Prosecutions

M E

Financial Year

2016-17

2015-16

2014-15

2013-14

2012-13

& ZE % H
No. of cases completed
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