Profits Tax

The profits tax is levied only on
Hong Kong-source income, and
applies equally to residents and
non-residents. Agents are
required to retain sufficient
funds from the profits of busi-
nesses owned by non-residents
and will be held liable for any tax
due. Reasonable deductions are
allowed for business expenses,
including a share of the costs
of maintaining a head office
outside Hong Kong. If profits
derived from business in Hong
Kong cannot be reasanably
determined, the Inland Revenue
Ordinance provides that they
may be estimated based on rev-
enue. In 2000/2001, the profits
tax was 16 percent for corpora-
tions and 15 percent for unincor-
porated businesses.

Salaries Tax

The salaries tax applies to all
income arising from employment
in Hong Kong, including salaries,
pensions and certain benefits
such as employer-provided hous-
ing. This tax applies regardless
of the nationality or residence of
the taxpayer. Individuals who are
employed and paid outside Hong
Kong are liable for this tax only if

they spend maore than 60 days in
the HKSAR during any tax year.

This tax s levied at progressive
rates, which in 2000/2001 ranged
from 2 percent to 17 percent.
Deductions are provided in the
form of allowances for individu-
als, dependent spouses and
other dependants. The total tax
may not exceed the “standard
rate,” which is 15 percent of
total income before allowances.
If you are an HKSAR resident,
you may elect to have taxes cal-
culated by a system of personal
assessment, which may resultin
lower taxes. When you perma-
nently depart from Hong Kong,
your employer is required to
withhold sufficient amounts of
your salary to guarantee pay-
ment of all taxes before the
Inland Revenue Department will
issue a certificate of release.

Customs

Hong Kong is a free port and
does not levy general tariffs on
imported goads. If you goto
Hong Kong to live and work, you
can bring in your passessions
duty-free, except for limitations
on liguor, tobacco and fuel. There
is @ substantial tax on the first
registration of a motor vehicle.
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