[image: image2.png]


   [image: image3.png]Novena_cpa Limited

Assurance » Accounting » Consulting » Taxation






[image: image1.png]



1 July, 2011
My Ref.: 2011 Tax table
Dear Customers,
I am very pleased to attach the guide of taxation in Hong Kong for your reference. 
My plan is to provide advice to you so that you could plan ahead to better manage taxation for yourself and your companies. You are welcome to contact me if you have any questions in mind.
Thank you.

Your faithfully

Ronny Wah, Chan

Certified Public Accountant (Practising)
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Ronny Wah, Chan Certified Public Accountant (Practising)

( Unit C, 15 Floor, Wah Hen Commercial Centre
( Telephone/Fax: (852) 2892-1233
NOS.381-383 Hennessy Road, 


(  Email: ronnychan@novenacpa.hk
Causeway Bay, Hong Kong




( Website: http://WWW.NOVENACPA.HK
Introduction of Taxation in Hong Kong

Hong Kong imposes 3 separate direct taxes for a year of assessment (Note a) for: 1) salaries, 2) profits and 3) property. 

Hong Kong adopts a territorial concept of taxation and accordingly the taxes are levied primarily on Hong Kong sourced profits and income on a current year basis (except for businesses which are assessed on the profits for their accounting periods.)
Companies are taxed as separate entities and no group relief is available.

Individuals carrying on business as sole proprietors or partners may elect a Personal Assessment which will have the effect of amalgamating their various incomes into a single assessment.

Double taxation relief

Hong Kong has signed the following international double tax agreements with the countries, amongst them are:

A. Agreements on taxation of international shipping and airlines profits with European countries such as Luxembourg, Germany and the United Kingdom ; 
B. Comprehensive double tax treaty with Asian countries such as People Republic of China (PRC), Singapore, Thailand and Vietnam effective from 1 January 2007 

PROFITS TAX

Scope of charge

Persons carrying on business in Hong Kong are liable to Profits tax on profits, excluding capital gains, arising in or derived from Hong Kong. Persons includes companies, individuals and partnerships, 

Basis of assessment

Tax is charged on the assessable profits for a year of assessment (Note a). The assessable profits for a business are calculated based on the profits earned in the accounting year ending in the year of assessment.

Profit tax rates

	Year of assessment
	
	2011/12 And 2010/11

	Corporations
	
	16.5%

	Unincorporated 
	
	15%


Profits tax deductions

Expenses incurred in the production of chargeable profits in any period are deductible from profits.

Capital expenditures incurred in the purchase of rights to patent, or any intellectual property for use in Hong Kong are fully deductible.

Charitable donations can be deducted up to 35% of the assessable profits starting from year of assessment 2009-10. 

Losses 

Tax losses may be carried forward indefinitely and offset against future profits of the company. A change in shareholding may affect the utilization of the losses if the sole intention is of the change is to utilize the tax losses.

No group tax loss relief and tax loss carry-back arrangements are available.

Royalties to non-residents
	
	Effective withholding tax rates

	Payment for use of intellectual property (IP)

In Hong Kong to:
	Corporations
	Others

	-Non-associates
	4.95%
	4.5%

	-Associates in certain circumstances
	16.5%
	15%


Exemptions

The following types of income are exempt from profits tax:

	Nature
	Exemption

	  Dividends
	All exempt. No withholding tax on payment.

	  Interest on Tax Reserve Certificates
	All exempt.

	  Capital gains
	All exempt.

	  Interest income paid or accrued for a person or corporation, who carries on business in Hong Kong and derived from any deposits with any banks in Hong Kong.
	All exempt, with effect from 22 June 1998, unless the deposit is used to secure borrowings in which the interest expense is deductible.


Investment in China

Favourable tax benefits

Under the old China Income Tax rules, no withholding tax is charged on repatriation of dividend by a China subsidiary to the overseas holding company. With effect from 2008, a withholding tax is applied to the dividend repatriated. It is 5% if the dividend is paid to a Holding company in Hong Kong, but is 10% if Holding company is in BVI.

Therefore it is advantageous to set up new Holding company in Hong Kong.

BUDGET UPDATE by Financial Secretary on February 2011
In order to provide relief to the business communities, business Registration fee continued to be waived. Also propose to waive 75 percent of salaries tax and tax under personal assessment for the year of assessment 2010-11, subject to a ceiling of $6,000. 
Finally propose increasing Dependent Parent/Grandparent Allowance, the Deduction Ceiling for Elderly Residential Care Expenses and Child Allowance.

Debt instruments

To provide the development of the bond market, profits from qualifying debt instruments with a maturity period of 7 years or more are exempt from Profits Tax. Those with maturity period of between 3 to 7 years are entitled to 50% tax concessions.

Abolition of Estate Duty

Estate duty has been completely abolished effective from 11 February 2006.

Copyright

Note:
a: Year of assessment: this is a concept where the tax authority calculates the income for a period, which always ends on 31 st March for each year.
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