Press Conference 2 May 2018
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 2017-18.

2017/18 Tax Returns for Individuals

Today, the IRD is sending out 2.6 million individuals tax returns
for the year of assessment 2017/18.

In the Budget for this year, the Financial Secretary has proposed,
a one-off reduction of 75% of profits tax, salaries tax and tax under
personal assessment for the year of assessment 2017/18, subject to a
ceiling of $30,000 per case. Besides, he has proposed, with effect from
the year of assessment 2018/19, to widen and increase the number of the
tax bands and adjust the marginal tax rates for salaries tax; introduce a
personal disability allowance; increase the basic and additional child
allowances; increase the dependent parent/grandparent allowance and
additional allowance; and raise the deduction ceiling for elderly
residential care expenses. Furthermore, it is proposed to remove the
current restriction and allow husband and wife the option to decide
whether to elect for personal assessment separately.

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 2017/18 tax bills, and will
automatically apply the new allowances / deduction ceiling and new tax
bands and marginal tax rates, if applicable, in calculating the 2018/19
provisional tax. Taxpayers should complete their tax returns as usual.
No application is required for the proposed tax measures.
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A two-tiered profits tax rates regime is to be implemented from
the year of assessment 2018/19 onwards. The profits tax rate for the
first $2 million of assessable profits of corporations and unincorporated
businesses will be lowered to 8.25 per cent and 7.5 per cent respectively.
Profits above that amount will continue to be subject to the corporation
rate of 16.5 per cent and the standard rate of 15 per cent respectively.
For connected entities, the two-tiered rates will only be applicable to one
entity nominated among them. In the 2017/18 tax returns, including Tax
Return - Individuals, taxpayers are required to state whether their
businesses are chargeable at the two-tiered rates for 2018/19 provisional
tax and, for taxpayers having any connected entities, whether any other
connected entity has elected two-tiered rates.

A one-month period is allowed for filing individuals tax returns.
The deadline is 2 June 2018. For sole proprietors of unincorporated
businesses, a three-month period is allowed, i.e. the filing deadline is 2
August 2018. For taxpayers who file their returns through eTAX, they
will get an automatic extension of 1 month.

Now, | will report the progress of some major work of the IRD.

Tax Treaty Negotiations

Up to 31 March 2018, Hong Kong has signed Comprehensive
Double Taxation Agreements (CDTAs) with 39 jurisdictions and
concluded CDTA negotiations with 4 countries. Hong Kong is actively
conducting negotiations with other countries for CDTAs.

AEOI

Hong Kong has signed bilateral Competent Authority
Agreements with 15 countries for conducting AEOIl.  Given the
continued expansion in the scope and network of tax information
exchanges in the international community, Hong Kong needs to move
from the established bilateral approach for implementing various new tax
standards to riding on the Multilateral Convention on Mutual
Administrative Assistance in Tax Matters (Multilateral Convention) to
implement the relevant initiatives. The Inland Revenue (Amendment)
Ordinance 2018 was gazetted on 2 February 2018 to provide the legal
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framework for Hong Kong to implement multilateral tax arrangements.
The Government has sought the assistance of the Central People’s
Government in depositing the declaration for territorial extension with the
Organisation for Economic Co-operation and Development (OECD) so
that the application of the Multilateral Convention shall be extended to
Hong Kong. We expect that the relevant procedures can be completed
by September 2018, the deadline for undertaking the first AEOI as
required by the OECD.

Property Demand-side Management Measures

The Government introduced on 5 November 2016 a new measure
to raise the ad valorem stamp duty (AVD) rate of residential property
transactions across-the-board to a flat rate at 15% to prevent the
heightened risk of a bubble in the residential property market. The
Stamp Duty (Amendment) Bill 2017, which seeks to implement the new
residential stamp duty (NRSD) measure, was passed by the Legislative
Council (LegCo) in January 2018.

On 11 April 2017, the Government announced that it would
introduce legislative amendments to tighten up the exemption
arrangement for Hong Kong permanent residents (HKPRs) under the
NRSD regime. 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 took effect on 12 April 2017. The Stamp
Duty (Amendment) (No. 2) Bill 2017, which seeks to implement the
tightened exemption arrangement, was passed by LegCo in April 2018.

IRD Revenue Collections

I will next give an account of the revenue collections by the IRD
in the year 2017-18, and the forecast collection for the coming year. |
would like to emphasize that the figures for 2017-18 are provisional
figures only.

In the year 2017-18, the IRD collected $328.6 billion,

representing a 13% increase when comparing to last year and the increase
mainly came from stamp duty receipts. Profits tax collection was
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$139.1 billion, more or less similar to that of last year. Salaries tax
collection increased by 3% to $60.8 billion. Stamp duty increased by
54% to $95.2 billion.

In the coming year, the forecast total revenue collection is $342.3
billion.

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

Lastly, I 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
2017-18
MBUERE BaRS R ) =] ]
. . = 2016-17
Financial Year Provisional Change
figures
HETT HETT HETT
($m) ($m) ($m)

FSHH 139,091 | 139,238.1 -147.1 -0.1%
Profits Tax
HER 60,839 59,077.5 | +1,761.5 + 3%
Salaries Tax
YIZER 3,449 3,371.7 +77.3 + 2%
Property Tax
(EPNINEE 5,343 5,220.0 +123.0 + 2%
Personal Assessment
AB K HSFi4E%E

: ] 208,722 206,907. +1,814.7 + 1%
Total Earnings & Profits Tax 08 06,907.3 8 °
R 31 18.8 +12.2 + 65%
Estate Duty
EIAER 95,173 61,899.0 | +33,274.0 | +54%
Stamp Duty
S 21,959 21,119.0 +840.0 + 4%
Betting Duty
[EE = ¢ 2,727 227.7 | +2,499.3 |+ 1098%
Business Registration Fees
Bl 328,612 | 290,171.8 | + 38,440.2 + 13%
Total Revenue Collected

St g2
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Table 2

Demand Notes Issued

2017-18
Eﬂ.L BI@E B 2016-17 =5
Financial Year Provisional figures Change
FGHH 164,000 163,000 +1,000 | +1%
Profits Tax
HHER 1,606,000 | 1,590,000 | + 16,000 | + 1%
Salaries Tax
YIZER 139,000 146,000 -7,000 | -5%
Property Tax
EPNINSE 192,000 237,000 -45,000 |-19%
Personal Assessment

2,101,000 2,136,000 - 35,000 -2%
Total
F= FEEHIBERK
Table3  Tax Assessed

2017-18 %
EZ.L WE_E'E e e 2016-17 28
Financial Year Provisional figures Change

HETT HETT HETT
($m) ($m) ($m)
TS 144,920 138,240 + 6,680 + 5%
Profits Tax
Bt 62,870 61,280 | +1,590 | +3%
Salaries Tax
YIZER 3,680 3,690 -10 |-0.3%
Property Tax
(EPNNEE 5,360 5,270 +90 | +2%
Personal Assessment
AL
216,830 208,480 + 8,350 + 4%
Total
TR Page 2 Major Statistics
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Table 4 Current Year Arrears Position
2017-18
Eﬂ.c BI@_TE e e 2016-17 =8
Financial Year Provisional figures Change
BE Asat (31-3-2018) (31-3-2017)
HETT HETT HETT
($m) ($m) ($m)
FSHH 2,059 2,049 +10 | +0.5%
Profits Tax
Bt 1,576 1,600 - 24 - 2%
Salaries Tax
YIZER 232 202 +30 | +15%
Property Tax
EPNINSE Y 121 83 +38 | +46%
Personal Assessment
i 3,988 3,934 + 54 + 1%
Total
= REERBEEEERK R
Table 5 % of Current Year Arrears over Tax Assessed
MIBUERE 2017-18
Financial Year EEHS 8= Provisional figures 2016-17 C’:E%ﬁ@
ange in
Bz SEERIREER Bz FEIE BFER % pginlt
% point Tax Assessed % point Tax Assessed
BHETT BEIT
($m) ($m)

FSHH 1.4% | 144,920 1.5% 138,240 -0.1
Profits Tax
Bt 2.5% 62,870 2.6% 61,280 -0.1
Salaries Tax
e 6.3% 3,680 5.5% 3,690 +0.8
Property Tax
(& A AR 2.3% 5,360 1.6% 5,270 +0.7
Personal
Assessment

1.8% 216,830 1.9% 208,480 -0.1
Total
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Table 6 Provisional Tax Holdover Applications Processed
FIEHE TRt YIERL .
gr%ﬁi% Year Profits Salaries Property Tfizl
Tax Tax Tax
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
2017-18 4,400 33,400 3,000 40,800
2017-18 TR EEH) - 300 - 1,300 + 400 - 1,200
Change for 2017-18 - 6% - 4% +15% - 3%
=t A HABLEZE
Table 7 Approved Instalment Cases
[/B = % )\/ \-_‘.-
S FIERL | WREEBL | Bt [EAABIBE|
Einancial Year Profits | Salaries | Property Personal Total
Tax Tax Tax Assessment
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
2017-18 910 3,280 70 220 4,480
2017-18 &S, | - 180 - 500 - 20 -~ | -700
Change for 2017-18 | - 17% -13% - 22% - | -14%

St g2
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Table 8 Overall Growth in Assessable Income under Salaries Tax

3 2016/17

SR puen et 2015/16

Year of Assessment Provisional figures

EFT

Annual income
90 Etll I + 1% + 3%
Above $900,000
$600,001 - $900,000 + 5% + 6%
$300,001 - $600,000 + 5% + 5%
30 FEyralbL ™ + 6% + 7%
$300,000 & below

e & + 4% + 5%

Overall growth

RN FEBOBAERBUSAERRE R

Table 9 Overall Growth in Net Assessable Profits under Profits Tax

3 2016/17

AR s 2015/16
Year of Assessment Provisional figures

LR - 1% " e%
Overall growth

St g2
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Table 10 Distribution of Salaries Tax Payers by Annual Income

BERERL Final Tax

iﬁifiz\ssessment AN 2015/16
EEIG857 Provisional figures

F# GBI E [Py ATIN 4= [Py
Annual income No. of Taxpayers % No. of Taxpayers %
90 7t L | . .
Above $900.000 195,000 11.0% 182,000 9.8%
$600,001 - $900,000 216,000 12.2% 200,000 10.8%
$400,001 - $600,000 350,000 19.8% 341,000 18.4%
$300,001 - $400,000 291,000 16.5% 300,000 16.2%
$200,001 - $300,000 398,000 22.6% 427,000 23.1%
20 EjrEA N

315,000 17.9% 402,000 21.7%
$200,000 & below
Total 1,765,000 100.0% 1,852,000 100.0%

St g2
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Table 11 Distribution of Corporations by Net Assessable Profits

B 2016/17
SR S . . 2015/16
Year of Assessment W Provisional figures
FEREBLBFE NEEHE BHarth NEHHE BHarth
Net Assessable Profits  |No. of companies % No. of companies %
5 &t k- 0 0
Above $50m 1,900 1.8% 1,800 1.7%
$30,000,001 - $50,000,000 1,100 1.0% 1,100 1.1%
$20,000,001 - $30,000,000 1,200 1.1% 1,200 1.2%
$10,000,001 - $20,000,000 3,100 2.9% 3,000 2.9%
$7,500,001 - $10,000,000 1,800 1.7% 1,700 1.6%
$5,000,001 - $7,500,000 3,000 2.8% 3,000 2.9%
$3,000,001 - $5,000,000 4,900 4.6% 4,800 4.6%
$2,000,001 - $3,000,000 4,900 4.6% 4,700 4.5%
$1,000,001 - $2,000,000 10,700 10.0% 10,500 10.1%
100 7T EL T 74,100 69.5% 72,000 69.4%
$1m & below

106,700 100.0% 103,800 100.0%
Total
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=t+= 2018-19 FEELEH 2017-18 iU EL#E
Table 12 Comparison of Estimates for 2018-19 and Collections for 2017-18
2018-19 | 2017-18
RABRAE R e il 29
Financial Year Approved COKL'EE;EB”S Change
: I
Estimates Provisiojrklal figures
HETT HETT HETT
($m) ($m) ($m)
F 155,143 139,091 | +16,052 | +12%
Profits Tax
BN 54,835 60,839 - 6,004 - 10%
Salaries Tax
e 3,600 3,449 + 151 + 4%
Property Tax
(EPNNSE S 4,870 5,343 - 473 - 9%
Personal Assessment
ABBAREIES 218,448 208,722 +9,726 + 5%
Total Earnings & Profits Tax ' ' ' 0
N 15 31 - 16 - 52%
Estate Duty
EIERL 100,000 95,173 + 4,827 + 5%
Stamp Duty
LS 21,212 21,959 - 747 - 3%
Betting Duty
PSR E 2,650 2,727 - 77 - 3%
Business Registration Fees
bR 342,325 328,612 + 13,713 + 4%
Total Revenue Collected ’ ’ ’ 0

St g
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Table 13

B E % N ER RS
Results of Field Audit and Investigation

B

Financial Year

2017-18
LR e
Provisional

figures

2016-17

2015-16

2014-15

SERR{EZRE H

No. of cases completed

1,804 1,801

1,804

1,803

BIpSE: PNy &b
Understated earnings & profits
(E&7T /$m)

S 518 18] i R S A
Average understatement per case
(E&7T / $m)

11,688 12,409

13,889

12,858

ST IE HIRHSRLRR B SRR

Back tax and penalties assessed

(E&7T /$m)

T EHE 28 ISR R TR
Average back tax and penalties

percase (H&JT /$m)

2,526 2,528

1.4 1.4

2,538

1.4

2,533

1.4

BB T

Results of Prosecutions

B

Financial Year

2017-18 | 2016-17

2015-16

2014-15

{EZEEH

No. of cases completed

St g2
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