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The 2012/13 Hong Kong Budget 

In Brief 
The Hong Kong Financial Secretary 

announced his 2012/13 budget, the 

final one for the current-term 

Government, on February 1, 2012.  As 

far as Hong Kong salaries tax is 

concerned, no change in the standard 

tax rate, marginal tax rates and 

marginal tax bands has been proposed.  

However, numerous changes to the 

personal allowances and concessionary 

deductions for salaries tax have been 

proposed to help ease the pressure of 

inflation and uncertain economic 

outlook on the community.  In addition, 

a basket of one-off relief measures 

similar to those mentioned in the last 

year have been proposed to help 

safeguard the people’s livelihood. 

2012/13 Hong Kong 
salaries tax rates 
The salaries tax rates for year of 

assessment 2012/13 are the same as 

those for 2011/12.  The standard tax 

rate remains at 15% on employment 

income less allowable deductions (but 

without deduction of personal 

allowances).  The marginal tax bands 

and marginal tax rates are as follows: 

 2012/13 2011/12 

First HK$40,000 2% 2% 

Next HK$40,000 7% 7% 

Next HK$40,000 12% 12% 

On the remainder 17% 17% 

 

Increase in personal 
allowances 
There will be an increase across all 

types of personal allowance for year of 

assessment 2012/13.  The percentage of 

increase ranges from 5% to 11% 

depending on the type of allowances.  

The table at the end of this alert shows 

the amounts of personal allowances 

available for years of assessment 

2011/12 and 2012/13 respectively. 
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Changes to 
concessionary 
deductions  
In addition to the proposed increase in 

personal allowances, the following 

changes in respect of concessionary 

deductions for salaries tax were also 

proposed in the 2012/13 budget:  

1. The entitlement period for tax 

deduction for home loan interest will be 

increased from 10 to 15 years of 

assessment.  The deduction ceiling of 

HK$100,000 per year of assessment 

remains unchanged. 

2. The deduction ceiling for elderly 

residential care expenses will be 

increased from HK$72,000 (for year of 

assessment 2011/12) to HK$76,000 

(for year of assessment 2012/13). 

3. The maximum annual tax deduction 

for mandatory contributions to 

Mandatory Provident Fund (“MPF”) 

schemes will be increased from 

HK$12,000 (for year of assessment 

2011/12) to HK$15,000 (for year of 

assessment 2012/13 onwards). 

This is a consequential amendment 

arising from the increase in the 

maximum level of relevant income from 

HK$20,000 to HK$25,000 per month 

for MPF contribution purposes that will 

become effective June 1, 2012.  For year 

of assessment 2012/13 which is a 

transitional year, while the “maximum” 

annual tax deduction allowable is 

HK$15,000, the actual amount to be 

deducted will be HK$14,500 only as 

this will be the total amount of 

mandatory MPF contributions that will 

actually be made by an employee for 

year of assessment 2012/13. 

One-off relief measures 
The following one-off relief measures 

have been proposed in the 2012/13 

budget: 

1. Waive 75% of salaries tax and tax 

under personal assessment for 2011/12, 

subject to a ceiling of HK$12,000, to be 

deducted from the taxpayer’s final tax 

payable for the year. 

2. Waive rates for 2012/13, subject to a 

ceiling of HK$2,500 per quarter for 

each rateable property. 

3. Provide a HK$1,800 subsidy to each 

residential electricity account. 

4. Pay two months’ rent for public 

housing tenants. 

5. Provide one additional month of 

Comprehensive Social Security 

Assistance payment, Old Age Allowance 

and Disability Allowance. 

PwC's commentary 
Expatriates in Hong Kong who are 

subject to salaries tax at progressive tax 

rates can benefit from the increase in 

basic / married person’s allowance and 

child allowance if they have children.  

For example, the expected tax 

reduction for year of assessment 

2012/13 for a married couple with two 

qualifying children (assuming the 

husband’s income is subject to the 

maximum progressive tax rate of 17% 

and the wife is not working) is 

HK$5,100 [i.e. HK$(24,000 + 3,000 x 

2) x 17%].  Together with the one-off tax 

rebate for year of assessment 2011/12 of 

up to HK$12,000, the maximum total 

tax savings for the two years of 

assessment will amount to HK$17,100.   
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On the other hand, the annual income 

threshold upon which the husband’s 

income in the above example will be 

subject to the standard tax rate of 15% 

will be slightly increased from 

HK$3,456,000 to HK$3,711,000 as a 

result of the increase in the married 

person’s allowance and child allowance.  
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Table 1 
 

 2012/13 
(HK$) 

2011/12 
(HK$) 

Basic allowance 120,000 108,000 

Married person’s allowance 240,000 216,000 

Child allowance 1 

- 1st to 9th child (each)  

Additional child allowance 

- 1st to 9th child (each) in the year of birth only 

 

63,000 

 

63,000 

 

60,000 

 

60,000 

Dependent parent/grandparent allowance 2 

- Aged 60 or above  

Not residing with taxpayer  

Residing with taxpayer throughout the year 

- Aged 55 to 59 

Not residing with taxpayer  

Residing with taxpayer throughout the year 

 

 

38,000 

76,000 

 

19,000 

38,000 

 

 

36,000 

72,000 

 

18,000 

36,000 

Dependent brother/sister allowance 

(for whom no child allowance is claimed) 

33,000 30,000 

Single parent allowance 120,000 108,000 

Disabled dependent allowance 

(in addition to any  allowance already granted for the 
disabled person)  

66,000 60,000 

 

 

Notes: 
1. The allowance is available for an unmarried child maintained by the taxpayer 

provided that he/she is (1) under the age of 18 or (2) of or over the age of 18 but 

under 25 and receiving full time education. 

2. To qualify for the allowance, the dependent parent/grandparent must at any time 

during the year be ordinarily resident in Hong Kong and either (1) resides with the 

taxpayer, without paying full cost, for a continuous period of not less than 6 months 

or (2) has received from the taxpayer not less than HK$12,000 towards his/her 

maintenance. 
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