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On 28 February 2024, Hong Kong’s Financial Secretary, The Honourable Mr. Paul Chan
unveiled Budget 2024-2025 with the theme “Advance with Confidence. Seize Opportunities.
Strive for High-quality Development”.

Set against the backdrop of a city that is still facing challenges in recovering its economy to
pre-Covid levels, and a whopping budget deficit of HKD 101.6 billion for fiscal year
2023-2024 due to significant shortfall in land related (including stamp duty) revenue, Budget
2024-2025 outlines the Government’s planned revenue and expenditure for the upcoming fiscal
year, and policies aimed to achieve diversified and sustainable developments.

Tax plays a crucial role in attracting enterprise and talent. In addition to allocating resources to
promote and support high-quality developments, and amongst other measures, the Government

(a) is setting up a task force to respond to the request from the asset and wealth management
industry to review the scope of, and consider further enhancements to, the existing tax
concession to increase Hong Kong’s competitiveness as an international asset and
wealth management hub;

(b) will be introducing a bill in the first half of 2024 to provide for a patent box tax incentive
to reduce the tax rate for qualifying profits derived from patents from the existing 16.5%
to 5%, and together with other measures, to encourage more research and development
activities to help to develop Hong Kong into a regional intellectual property trading
hub;

(©) has laid out sector-specific measures to enrich and nurture local talent, and attract and
retain talent from outside Hong Kong.

In keeping with the compliance with international tax standards, i.e., the introduction and
implementation of global minimum tax and Hong Kong Minimum Top-up Tax at 15% under
the scope of the OECD BEPS 2.0 Pillar Two, the relevant bill would be proposed in the second
half of 2024. Notwithstanding this minimum tax, Hong Kong’s tax regime will remain
attractive because by maintain the territorial source principle of taxation, its tax regime retains
simplicity, certainty and transparency.

Budget 2024-2025 adopts a balanced approach to relieve hardship caused by uncertainties in
the global economic outlook, and at the same time, revitalizing the economy through tax and
non-tax measures. These crucial measures will strengthen Hong Kong as a top-tier international
finance and business center.



HIGHLIGHTS OF THE HONG KONG 2024-2025 BUDGET ARE SUMMARIZED
BELOW:

FOR COMPANIES

>

There is no change to the existing tax rates. The standard profits tax rates for the
year of assessment 2023-24 will remain at 16.5% for corporations and 15% for
incorporated businesses. The two-tiered profits tax rates will remain as follows:

Two-Tiered Profits Tax Rates in Hong Kong

Assessable profits Corporations Unincorporated business
First HK$2 million 8.25% 7.5%
Over HK$2 million 16.5% 15%

A one-off tax reduction of 100% of profits tax for 2023-24, subject to a ceiling of
HK§3,000.

Profits Tax taxpayers will be granted tax deduction for expenses incurred in reinstating the
condition of the leased premises to their original condition

Commence study on enhancements to tax concession measures for maritime industry

To introduce legislative proposal to implement "patent box" tax incentive. Profits tax rate to be
reduced to 5% for profits derived from qualifying IP.

The time Limit for claiming allowances for industrial buildings, commercial
buildings and structures will be removed

Enhance preferential tax regimes for funds and family offices.

Profits Tax on royalties paid to non-residents

When royalty payment is made to a non-resident associated person and the underlying
intellectual property has once been owned by any Hong Kong taxpayer, the assessable profits of
the non-resident associated person are deemed to be 100% of the payment (i.e. effective tax rate
is 15% or 16.5%). In other cases, the assessable profits of the non-resident person are generally
deemed to be 30% of the payment (i.e. effective tax rate is 4.5% or 4.95%). The effective tax rate
may be reduced under the terms of the applicable double taxation agreement or election of the
two-tiered Profits Tax rates.



FOR COMPANIES (CONT’D)

> Capital allowances

CAPITAL ALLOWANCES

Depreciation allowances for plant and machinery

- Initial allowance 60%

- Annual allowance 10%, 20% or 30%
Industrial building allowances

- Initial allowance 20%

- Annual allowance 4%
Commercial building allowance 4%
Building refurbishment 20% deduction for 5 years
Expenditure on computer hardware 100% deduction
and software
Expenditure on environmentally 100% deduction
friendly machinery and equipment
Enhanced tax deduction for qualifying 300% (for the first HKD 2 million)
research and development expenditure 200% (for the remaining balance)




FOR INDIVIDUALS

>

To implement a two-tiered standard rates regime for salaries tax and tax under personal

assessment starting from the year of assessment 2024-25.

Reduction of one-off tax reduction of 100% of salaries tax and tax under personal
assessment for 2024-25, subject to a ceiling of HK$3,000.

Tax rates

The tax charge for Salaries Tax is the lower of the following:

a.

Net assessable income less charitable donations and allowable deductions at the
standard rate or

Net assessable income less charitable donations, allowable deductions and
personal allowances, charged at the progressive rates below.

2016-2017 Rate HKD 2017-2018 Rate HKD | 2018-2019 Rate HKD
to
2024-2025
First HKD | 2% 800 First HKD | 2% 900 First HKD | 2% 1,000
40,000 45,000 50,000
Next HKD | 7% 2,800 | Next HKD | 7% 3,150 | Next HKD | 6% 3,000
40,000 45,000 50,000
Next HKD | 12% | 4,800 | Next HKD | 12% | 5,400 | Next HKD | 10% | 5,000
40,000 45,000 50,000
Next HKD | 14% | 7,000
50,000
Remaining | 17% 17% 17%
balance

The maximum tax payable is, however, limited to tax at the standard rate(s)
below on the person’s income from employment less allowable deductions and

charitable donations, but without a deduction for personal allowances.

2023-2024

Any amount

15%

2024-2025

First $5,000,000

15%

Remainder

16%




OTHER TAXES

HOTEL ACCOMMODATION TAX

> Increase from 0% to 3 % starting from 1 January 2025
RATING SYSTEM
> A progressive rating system for domestic properties will be introduced in the fourth
quarter of 2024-25
STAMP DUTY
> No Special Stamp Duty, Buyer’s Stamp Duty or New Residential Stamp Duty needs to
be paid for any residential property transactions starting from 28 February 2024.
> Lease of immovable properties
LEASE TERM RATE
Not defined or is uncertain 0.25% of the yearly or average yearly rent
Does not exceed 1 year 0.25% of the total rent payable over the
term of
the lease
Exceeds 1 year but not exceeding 3 years | 0.5% of the yearly or average yearly rent
Exceeds 3 years 1% of the yearly or average yearly rent
> Sale and purchase of Hong Kong stock
a. Tax rate
b. 0.20% of the consideration or the market value of the stock as at the transfer
date - whichever is higher
> Sale or transfer of immovable properties

Ad valorem stamp duty

Amount or value of consideration (whichever is the higher) Rates

Present Proposed
Up to HK$2,000,000 Up to HK$3,000,000 HKS$100
HK$2,000,001 to ,
HK$3.000.000 HK$3,000,001 to HK$4,500,000 1.50%
HK$3,000,001 to
HK$4.000.000 HK$4,500,001 to HK$6,000,000 2.25%
HK$4,000,001 to .
HK$6.000.000 HK$6,000,001 to HK$9,000,000 3.00%
HK$6,000,001 to
HK$20,000.000 HK$9,000,001 to HK$20,000,000 3.75%
HK$20,000,001 and above HK$20,000,001 and above 4.25%




PROPERTY TAX
> No changes proposed.
RATES (domestic property)

> Rates waiver for each domestic property for the first quarter of 2024-25, subject to a
ceiling of HKD 1,000 for each rateable property.

RATES (non-domestic property)

> Rates concession for each non-domestic property for the first quarter of 2024-25,
subject to a ceiling of HKD 1,000 for each rateable property.



CONSUMPTION VOUCHERS

AN
V4

No consumption vouchers as relief measures scaled back.

STRIVE FOR HIGH-QUALITY DEVELOPMENT

\\i

HKD 100 million to promote sustainable development of financial service.

Issue HKD 50 billion of Silver Bonds and HKD 20 billion of retail green bonds and
infrastructure bonds.

Inject HKD 500 million to launch “E-commerce Easy”, and provide up to HKD 1 million
per enterprise for implementing e-commerce projects in the Chinese Mainland.

Stamp duties payable on the transfer of real estate investment trust (REIT) units and the
jobbing business of option market-makers will be waived.

Allocate over HKD 1.09 billion to strengthen tourism development and organise events

Earmark HKD 100 million to boost mega-event promotions for the next 3 years.

Allocate HKD 65 million to concessionary measures for Hong Kong-registered ships that
have attained a high rating under international standards of decarbonization.

INNOVATION AND TECHNOLOGY

>

HKD 3 billion earmarked to launch a Frontier Technology Research Infrastructure
Support Scheme.

HKD 2 billion to support the presence of the InnoHK research cluster in Hetao.

Allocate HKD 3 billion to support local universities, R&D institutes and enterprises to
leverage its computing power.

HKD 6 billion to expedite establishment of life and health technology research
institutes for universities.

Launch the New Industrialisation Acceleration Scheme and provide enterprises with up
to HKD 200 million on a matching basis.

Allocate HKD 300 million to launch business version of “1AM Smart”.

An additional fund of HKD 100 million on providing digital training courses and
technical support to the elderly.



CREATIVE ARTS BRANDING AND NURTURING LOCAL TALENT

»  Inject HKD 1.4 billion into Film Development Fund.

»  Inject HKD 2.9 billion into CreateSmart Initiative.

»  Allocate HKD 12 million to prepare for regulatory arrangements for local patent agent
services.

»  HKD 100 million reserved to support self-financing post—secondary institutions to form
an Alliance of Universities in Applied Sciences.

CARING SOCIETY

»  Allocate HKD 130 million to support “Knowing More About IT” Programme. Providing
subsidies of up to HKD 300,000 for each publicly funded primary school in the next 2
academic years to enhance primary school students’ interests in information technology
and its applications.

»  Set aside HKD 680 million to support vocational and professional education, extending
the Pilot Incentive Scheme to Employers and the Pilot Subsidy Scheme for Students of
Professional Part-time Programmes for 5 years.

»  Number of Community Care Service Vouchers to increase to 11,000 in the year.

»  Number of Residential Care Service Vouchers for the Elderly to increase to 5,000 from
second quarter of this year.

»  Implement a 3-year pilot scheme in 2024 to provide additional subsidy of HKD 500 per

month for employed disabled recipients of CSSA.



Personal tax allowances and deductions:

2023-24 2024-25
HKS$ HKS$
Basic allowances:
Single person’s allowance 132,000 132,000
Married person’s allowance 264,000 264,000
Additional allowances:
Child
- Basic 130,000 130,000
- Additional (in the year of birth) 130,000 130,000
Dependent parent! grandparent:
a. Aged 55 to 59
- Basic 25,000 25,000
- Additional (1) 25,000 25,000
b. Aged 60 or above
- Basic 50,000 50,000
- Additional (1) 50,000 50,000
Dependent brother! sister (2) 37,500 37,500
Single parent 132,000 132,000
Disabled dependent 75,000 75,000
Personal disability allowance 75,000 75,000
Additional deductions:
Self-education expenses (3) 100,000 100,000
Home loan interest (4) 100,000 100,000
Elderly residential care expenses 100,000 100,000
Contributions to recognized retirement 18.000 18.000
schemes ’ ’
Approved charitable donations (5) 35% 35%
guahfymg remiums paid under the 8,000 per insured | 8,000 per insured
oluntary ealth Insurance Scheme Policy person person
TductiblS MBE voRumtary contputions 60,000 60,000
Domestic rental expenses 100,000 100,000
Notes
1) For dependent living with taxpayer.
2) For whom no child allowance is being claimed.
3) The maximum amount that can be claimed as deductible expense for training courses attended at approved institutions.
4) The entitlement period for tax deduction is 20 years.
5) The maximum deduction allowable is restricted to 35% of the taxpayer’s assessable income after deduction of allowable expenses

and depreciation allowances.




STANDARD SALARIES TAX RATES

Standard tax rate 15%
2024-25

Standard tax rate

First $5,000,000 15%

Remainder 16%

PROGRESSIVE SALARIES TAX RATES

First HK$50,000 2%
Next HK$50,000 6%
Next HK$50,000 10%
Next HK$50,000 14%
Remainder 17%

PROFIT TAX

First HK$2,000,000 0 o
(Subject to certain conditions) 7.5% 8.25%
Over HK$2,000,000 15% 16.5%

PROPERTY TAX

Property Owner




If you wish to understand more on the budget, please feel free to approach:

Ms Peggy Fung - Email: peggy.fung@acutus-hk.com
Mr Terry Mui Email: terry.mui@acutus-hk.com

Address: Unit 201 2nd Floor Tesbury Centre
28 Queen’s Road East Wanchai
Hong Kong SAR
Singapore office

Mr Jimmy Oei Email: jimmy.oei@acutus-ca.com
Ms Ang Poh Geok - Email: pohgeok.ang@acutus-ca.com

Address: 133 New Bridge Road
#24-01/02 Chinatown Point
Singapore 059413

DISCLAIMER: This article is issued exclusively for the general information of clients and staff of Acutus. The material should not be relied

upon without appropriate professional advice. Acutus will not be liable for any loss or damage arising out of or in connection with the material
contained in this publication.
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