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Hong Kong and Jersey sign a Double Taxation Agreement

On 15 and 22 February 2012, Hong Kong and Jersey, a British crown dependency, signed a double
taxation agreement (DTA) for the avoidance of double taxation and prevention of fiscal evasion with
respect to taxes on income. This is the 23™ comprehensive DTA concluded by Hong Kong.

The DTA allocates taxing rights between Hong Kong and Jersey, which should
provide investors with greater certainty on their tax liabilities from cross-border
transactions and this may lead to closer economic and trade ties between the two
jurisdictions.

The withholding tax on dividends, interest and royalties is as follows:

Hong Kong Jersey
Non-treaty Non-treaty Treaty Rate
Rate Rate

Dividends 0 0 0
Interest 0 0 0
Royalties 4.95%/16.5% 0 4%

From a Hong Kong perspective, the DTA should enable Hong Kong investors to
claim a foreign tax credit for any withholding tax suffered on income earned
from Jersey that was also taxable in Hong Kong. The DTA should also mitigate
the risk of Hong Kong taxpayers being subject to tax in Jersey on their personal
and business dealings in that jurisdiction.

The DTA will have effect in Hong Kong, for any year of assessment beginning on
or after 1 April in the calendar year next following that in which the Agreement
enters into force.

In Jersey, the DTA will have effect in respect of Jersey tax for any year of
assessment, beginning on or after the 1 January in the calendar year next following
that in which the Agreement enters into force.
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As well as strengthening the ability to exchange requested tax information with
Hong Kong, the agreement is expected to bring significant commercial benefits to
Jersey's finance industry, resolving issues relating to potential double taxation of
both corporate and personal incomes, such as business profits, dividends, interest,
royalties, income from employment and pensions.

Investment from Hong Kong and China in Jersey is relatively sizeable. In 2009,
approval was given for Jersey holding companies to list on the Hong Kong Stock
Exchange. In addition, a quarter of the Chinese companies that have listed in
London have done so through Jersey. Jersey's flexible company structures are
attractive as capital market activity in Hong Kong accelerates. The DTA will add
significantly to the reasons for investors and institutions to have confidence in and
choose Jersey as a jurisdiction to invest in Western markets.

Details of the DTA can be found at:
www.ird.gov.hk/eng/pdf/Agreement_Jersey_HongKong.pdf
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The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavour to provide accurate and timely information,
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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