
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
TAX – Hong Kong 

 
1. Tax Measures Proposed in 2017/18 Budget 

 
The Financial Secretary delivered the 2017/18 Budget on 22 February 2017. The main 
proposed tax measures are highlighted as follows: 
 
Profits Tax 
- Reducing 75% of profits tax for 2016/17, subject to a ceiling of HK$20,000 
- Extending the profits tax exemption to onshore privately-offered open-ended fund 

companies 
 
Salaries Tax & Personal Assessment 
- Reducing 75% of salaries tax and tax under personal assessment for 2016/17, subject 

to a ceiling of HK$20,000  
- Increasing the width of marginal tax bands as follows: 

Tax Rate 2016/17 2017/18 

2% 1st HK$40,000 1st HK$45,000 
7% 2nd HK$40,000 2nd HK$45,000 
12% 3rd HK$40,000 3rd HK$45,000 
17% Balance Balance 

The total tax payable is limited to 15% on net assessable income (before deduction of 
personal allowances). 

- Increasing the allowance for maintaining a disable dependent from HK$66,000 to 
HK$75,000 from 2017/18  

- Increasing the allowance for maintaining a dependent brother or sister from HK$33,000 
to HK$37,500 from 2017/18 

- Raising the deduction ceiling for self-education expenses from HK$80,000 to 
HK$100,000 from 2017/18 
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- Extending the entitlement period for deduction for home loan interest from 15 to 20 

years of assessment from 2017/18, while maintaining the current deduction ceiling of 
HK$100,000 a year 

 
For details, please refer to our newsletter, Tax Flash February 2017. 
 
The 2017/18 Budget – Tax Measures 
http://www.ird.gov.hk/eng/tax/budget.htm 
 
The 2017/18 Budget  
http://www.budget.gov.hk/2017/eng/index.html 

 

 

2. List of Qualifying Debt Instruments 
 
On 17 February 2017, the Inland Revenue Department (“IRD”) released the updated lists of 
the following qualifying debt instruments (as at 31 December 2016): 
 

a) Debt instruments eligible for profits tax concession; and  
b) Long term debt instruments eligible for profits tax exemption. 
 
List of Qualifying Debt Instruments  
http://www.ird.gov.hk/eng/tax/bus_qdi.htm   

 
 
3. Hong Kong and Pakistan enter into Tax Pact 

 
On 17 February 2017, the Secretary for Financial Services and the Treasury, Professor K C 
Chan, on behalf of the Government of the Hong Kong Special Administrative Region, signed 
a comprehensive agreement for the avoidance of double taxation (“CDTA”) with Pakistan, 
which signifies the Government's sustained efforts in expanding Hong Kong's CDTA network, 
in particular with economies along the Belt and Road.  
 
Under the CDTA, Pakistan’s withholding tax rate on royalties, technical services, dividend, 
and interest payment to Hong Kong residents will be reduced as follows: 
 
 Before CDTA Under CDTA 
   
Royalties  15% 10% 
Technical services fees 15% 10% 
Dividend Various (Max. 25%) 10% 
Interest Various (Max. 17.5%)  10% 
   
The CDTA will come into force after the completion of ratification procedures on both sides.   
 

Press Release 
http://www.ird.gov.hk/eng/ppr/archives/17021701.htm  
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4. Issuance of the Departmental Interpretation and Practice Notes No. 53  
 

On 22 February 2017, the IRD released its Departmental Interpretation and Practice Notes 
No. 53 on Tax Treatment of Regulatory Capital Securities which sets out the Department’s 
interpretation and practice on the application of the profits tax provisions relating to regulatory 
capital securities (“RCS”) in the Inland Revenue (Amendment) (No. 2) Ordinance 2016.  The 
provisions clarify the profits tax treatment of regulatory capital securities issued by financial 
institutions to comply with the Basel III capital adequacy requirements.  
 
The Basel III capital adequacy requirements are the minimum standards promulgated by the 
Basel Committee on Banking Supervision, under which financial institutions must hold certain 
amount of regulatory capital expressed as a percentage of their total risk-weighted assets. 
Financial institutions may seek to comply with the Basel III requirements by issuing RCS 
which possess hybrid features of debt and equity. The Inland Revenue (Amendment) (No. 2) 
Ordinance 2016 provides that a RCS will be taxed as if it were a debt security. In general, 
any payments under a RCS which are not repayments of principal are to be treated as 
interest for both deduction and taxation purposes.      
 
Departmental Interpretation and Practice Notes No. 53 

http://www.ird.gov.hk/eng/pdf/e_dipn53.pdf 

 
 
TAX – PRC 

 
1. Announcement on Seeking Public Comments on the Administrative Measures for the 

Credit of Public Resource Trading  

(国家发展改革委关于就《公共资源交易信用管理办法（征求意见稿）》公开征求意见的公告) 

 
The National Development and Reform Commission ("NDRC") has issued the Draft 
Administrative Measures for the Credit Information of Public Resource Trading for public 
comments. The Draft Administrative Measures covers the recording, collection, publication, 
sharing of credit information with regard to public resource trading.  Public can provide their 
comments by 21 March 2017. 

 

国家发展改革委关于就《公共资源交易信用管理办法（征求意见稿）》公开征求意见的公告 

http://www.gov.cn/xinwen/2017-02/20/content_5169455.htm  
公共资源交易信用管理办法（征求意见稿） 

http://fgs.ndrc.gov.cn/ggzybft20170220.pdf  
 
  

http://www.ird.gov.hk/eng/pdf/e_dipn53.pdf
http://www.gov.cn/xinwen/2017-02/20/content_5169455.htm
http://fgs.ndrc.gov.cn/ggzybft20170220.pdf


 

 

TAX – International 
 

1. Singapore Budget 2017  
 
On 20 February 2017, the Singapore Minister for Finance delivered the Singapore 
Government’s Budget Statement for Financial Year 2017. 
 
The Budget 2017 outlines a plan for Singaporeans to move forward together, and to thrive in 
an uncertain and rapidly changing world. The Budget provides measures to build an 
innovative and connected economy. For example, Singapore will support companies in the 
use of advanced machine tools for prototyping and testing, which may require costly 
specialized equipment. The Agency for Science, Technology and Research will provide 
access to such equipment, training and advice under a new Tech Access Initiative. For 
companies seeking access to intellectual property (“IP”), the Intellectual Property 
Intermediary, will match them with IP that meets their needs.  The Intellectual Property 
Office of Singapore will also help to analyze and bundle complementary IP from Singapore 
and overseas.  
 
Singapore will give Corporate Income Tax Rebate at 50% of tax payable, capped at 
S$25,000 for year of assessment (“YA”) 2017 and the rebate will be extended to YA 2018 at 
a reduced rate of 20% of tax payable, capped at S$10,000.  Singapore will provide a 
Personal Income Tax Rebate of 20% of tax payable, capped at S$500, for tax residents for 
YA 2017. Singapore will also implement a carbon tax on the emission of greenhouse gases 
from 2019. 
 
Singapore Budget 2017: Moving Forward Together 
http://www.singaporebudget.gov.sg/budget_2017/BudgetInfo/MediaReleaseNews/Budget20
17MovingForwardTogether.aspx 
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