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U-turn by Financial Secretary on Hong Kong Budget

In response to criticism of the Hong Kong Government’s 2011-12 Budget proposals by legislators and
the public, the Financial Secretary, John Tsang Chun-wah, surprisingly announced additional measures
on 2 March 2011. These changes are aimed at sharing the benefit of the record Budget surplus with
the needy and the middle class, amongst others.

Under revised budget proposals by the Financial Secretary, all permanent
Hong Kong residents aged 18 or over will receive a HKD6,000 handout from
the Government.

The HKD 6,000 handout will not be given directly to recipients, but will be
allocated through a new platform yet to be announced. Under the proposal,
people may choose to withdraw the full amount depending on their needs,
but there will be incentives to encourage them to save.

The new measure will replace the highly unpopular plan to inject HKD 6,000
into Mandatory Provident Fund accounts.

In addition, the Financial Secretary also announced a proposal to reduce 75
percent of Salaries Tax and tax under Personal Assessment, subject to a cap
of HKD 6,000. The Inland Revenue Department will prepare the
implementation of this proposal and will announce details in due course.

The Financial Secretary noted that this measure should be able to benefit
most people in Hong Kong, including civil servants, housewives and retirees.

A separate sum (of an unspecified amount) will be set aside to provide relief
for the needy who will not benefit from this new measure.
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Comment

This decision by the Financial Secretary to dramatically amend the Budget
proposals is unprecedented. It was, however, a response to the level of
dissatisfaction of the proposals offered in the Budget, which followed a
Budget surplus of HKD 71.3 billion on the back of a robust economic
recovery. Despite the initial concerns that cash hand-outs could have on
inflation in the economy, the Government has responded to the demands
from many in the public over the need to pass on some of the benefits of the
surplus to the citizens of Hong Kong.

As yet, there have been very few details provided over the mechanism of the
Government’'s HKD 6,000 handout to permanent residents. However, Hong
Kong residents who are not permanent residents, including Hong Kong's
sizeable population of domestic helpers will not benefit from the new
measures. One might also question whether permanent residents who reside
overseas should be entitled to the handout.
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there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act upon such information without appropriate
professional advice after a thorough examination of the particular situation.
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