


Disclaimer

This publication is intended to provide only general information for
clients and contacts of the Tricor Services Group. It does not purport
to be comprehensive nor should it be relied upon or taken as a
substitute for proper professional advice concerning specific
situations which should be sought in a timely manner.

Changes in law or circumstances may occur after the issue date
which may make information contained in this publication no
longer accurate. Please pay attention to its date of issue.

TAX CONCESSIONS AND RELIEF In view of increases in the cost of living, Mr. Tang proposed to
increase the child allowance from HK$30,000 to HK$40,000 per

PERSONAL TAX RELIEF child to ease parents' financial burden.

Mr. Tang proposed new allowances for dependent
parents/grandparents aged 55 to 59. Taxpayers will be granted a
basic allowance of HK$15,000 each for dependent parents or
grandparents in this age group, with an additional allowance of
the same amount if these parents or grandparents are residing

Personal allowances and concessionary deductions for 2004/05
and 2005/06 (proposed) are listed below:

with them.

2005/06 (proposed) 2004/05

HK$ HK$
Personal Allowances
Basic allowance 100,000 100,000
Married persons allowance 200,000 200,000
Child allowance (from first to ninth child) 40,000 Each 30,000 Each
Dependent parent/grandparent allowance (aged 60 or above)
- Basic 30,000 Each 30,000 Each
- Residing with taxpayer 60,000 Each 60,000 Each
Dependent parent/grandparent allowance (aged 55 to 59)
- Basic 15,000 Each - Each
- Residing with taxpayer 30,000 Each - Each
Dependent brother/sister allowance 30,000 Each 30,000 Each
Single parent allowance 100,000 100,000
Disabled dependent allowance 60,000 Each 60,000 Each
Concessionary Deductions
Self-education expenses 40,000 40,000
Elderly residential care expenses 60,000 60,000
Home loan interest 100,000 100,000
Mandatory contributions to recognized retirement scheme 12,000 12,000
Approved charitable donations Up to 25% of assessable income

TAX RATES

The tax rates for Profits Tax, Property Tax and Salaries Tax for 2004/05 and 2005/06 (proposed) are summarized below :

2005/06 (proposed) 2004/05
Profits Tax
- Corporations 17.5% 17.5%
- Others 16% 16%
Property Tax 16% 16%
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Salaries Tax

- Standard rate

- Progressive rates
- First HK$30,000
- Next HK$30,000
- Next HK$30,000
- Remainder

TAXES UNDER STUDY

The Government will conduct a public consultation on the
introduction of a goods and services tax. The Government will also
conduct a study on ’green taxes” on waste tyres and plastic bags.

OFFSHORE FUNDS

Hong Kong is a major asset management centre in Asia. The
Government has consulted the financial industry on the proposal
to exempt offshore funds from profits tax and will shortly introduce
the necessary legislative amendments to effect this exemption.

PROPOSED ABOLITION OF ESTATE DUTY - THE END OF
TRUST & ESTATE PLANNING?

At present, subject to certain exemptions, estate duty is levied on a
person's assets in Hong Kong valued at over HK$7.5 million at the
time of death. To promote the further development of our asset
management business, the Government has consulted interested
parties and the public on the abolition of estate duty. The
Government believes that, with the abolition of estate duty, Hong
Kong will become more attractive to investors. Trading in the
financial market will also become more active, and contribute
additional government revenue from stamp duty and other taxes.
After considering these factors, Mr. Tang proposed to abolish the
tax and will introduce the relevant bill as soon as possible.

Many people immediately ask if this will put an end to the need for
trust and estate planning for high net worth individuals and
families in Hong Kong? To answer this, perhaps we should first
revisit the purposes and benefits of having a discretionary trust
discussed in Issue No. 6 of our TechNews.

In our earlier article, we noted that besides estate duty, there are
many other reasons for using a discretionary trust structure for
personal wealth planning purposes. These include protecting the
assets from claims of future creditors and political risks, avoiding
probate formalities and ensuring a smooth succession, preserving

2005/06 (proposed) 2004/05
16% 16%
2% 2%

8% 8%
14% 14%
20% 20%

family businesses for future generations, protecting confidentiality
as well as taking advantage of overseas tax planning opportunities.
Hence, unless an individual’s sole concern is minimization of Hong
Kong estate duty, a trust setup is still a flexible and useful
arrangement for a settlor who has accumulated substantial wealth
and who wishes to protect his/her assets and preserve them for
his/her heirs according to a succession plan. In addition, a trust is
still one of the best ways to administer a fund set up for charitable
or educational purposes.

For trusts that have already been established, settlors should not
rush into winding up their structures following Mr Tang's speech as
there is still uncertainty as to when the abolition of estate duty
would become effective. Even after the effective date has been
proclaimed, a settlor should be fully aware of the implications and
pros and cons of continuing the trust structure or its termination
before reaching a decision as there are other issues to be
considered such as whether the trust is revocable under the terms
of the trust deed, the effect of any proposed action on the
beneficiaries especially those residing in or subject to the tax laws
of overseas jurisdictions. Also, the costs (professional fees as well
as possible stamp duties) of transferring the trust assets should not
be overlooked. For these and other reasons, settlors of existing
trusts should examine the original purposes of setting up the trusts
and seek professional advice and assistance in assessing their
current positions, and evaluate the pros and cons of termination
carefully before deciding whether the structures should be
retained, terminated or restructured, and the appropriate timing
for doing such.

Estate planning advisory services are, therefore, still very much
needed. Tricor’s professionals can assist in reviewing your existing
trust structures and will work closely with your tax advisors in
providing our services. Please approach your usual Tricor contact
should you need further information or clarification in respect of
the above Budget highlights or our trust services.
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Tricor, a member of the Bank of East Asia Group, is a leading professional provider of
integrated business, corporate and investor services in Hong Kong, Greater China and
South East Asia. Our services include Accounting, Company Formation, Corporate
Governance & Company Secretarial, Executive Search & Selection, Initial Public Offerings &
Share Registration, Payroll, Fund and Trust Administration.

Tricor has built its reputation and professional expertise through the acquisition of the
corporate service businesses of three of the “Big 4” international accounting firms:
Deloitte Touche Tohmatsu and Ernst & Young in Hong Kong, and PricewaterhouseCoopers
in Hong Kong and Singapore. Our mission is to be The Business Enabler of choice.
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