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Background brief  
 
 
Purpose 
 
 This paper provides background information on the Inland Revenue 
(Amendment) (No. 2) Bill 2013 ("the Bill") and summarizes the views and 
concerns expressed by Members on the relevant concessionary revenue 
measures. 
 
 
Background 
 
2. To alleviate the burden of taxpayers and to encourage self-education and 
lifelong learning, the Financial Secretary announced the various proposals 
concerning tax concessions in the 2013-2014 Budget.  The Bill, gazetted on 
26 April 2013 and introduced into the Legislative Council ("LegCo") on 8 May 
2013, aims to amend the Inland Revenue Ordinance (Cap. 112) ("IRO") in order 
to implement the following concessionary revenue measures: 
 

(a) to increase both the child allowance and the additional one-off child 
allowance in the year of birth for each eligible child from $63,000 
to $70,000 under salaries tax and tax under personal assessment 
with effect from the year of assessment 2013/14; 

 
(b) to enhance the deduction ceiling for expenses of self-education 

from $60,000 to $80,000 under salaries tax with effect from the 
year of assessment 2013/14; and 

 
(c) to reduce salaries tax, tax under personal assessment and profits tax 

for the year of assessment 2012/13 by 75%, subject to a ceiling of 
$10,000 per case. 
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3. According to the Administration, it is estimated that proposals (a) and (b), 
which will both be effective from the year of assessment 2013/14, will cost the 
Government about $410 million and $10 million per year respectively while 
proposal (c) will cost the Government about $9.4 billion. 
 
 
The Bill 
 
4. The object of the Bill is to amend IRO to give effect to the proposals 
concerning tax concessions set out in paragraph 2 above, and to provide for 
transitional matters.  
 
5. The main provisions of the Bill are as follows- 

 
Increase in child allowance 

 
(a) Clause 6 of the Bill seeks to amend Schedule 4 to IRO to give 

effect to the proposals for the year of assessment 2013/14 and 
subsequent years of assessment of (i) increasing the child allowance 
under salaries tax and tax under personal assessment from $63,000 
to $70,000 for each child per annum; and (ii) increasing the 
additional one-off child allowance in the year of birth from $63,000 
to $70,000 for each child; 

 
Increase in maximum amount of deduction for expenses of 
self-education 

 
(b) Clause 5 of the Bill seeks to amend Schedule 3A to IRO to increase 

the maximum amount deductible from assessable income for 
expenses of self-education from $60,000 to $80,000 for the year of 
assessment 2013/14 and subsequent years of assessment; 

 
One-off tax reduction for 2012/13 

 
(c) Clauses 4 and 7 of the Bill seek to add a new section 95 and a new 

Schedule 29 to IRO to implement the one-off tax reduction 
proposal of reducing salaries tax, tax under personal assessment 
and profits tax for the year of assessment 2012/13 by 75%, subject 
to a ceiling of $10,000; and 

 
Transitional arrangement 

 
(d) Clause 3 and the proposed new Schedule 28 as added by clause 7, 

provide for the transitional arrangements relating to the assessment 
of, and holding over of payment of, provisional salaries tax for the 
year of assessment 2013/14. 
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6. Upon enactment, the Inland Revenue (Amendment) (No. 2) Ordinance 
2013 will come into operation on the day on which it is published in the Gazette. 
 
 
LegCo Members' discussion on the concessionary revenue measures 
 
Council meetings 
 
7. At the Council meeting on 23 January 2013, Members passed a motion 
on "Assisting the middle class" moved by Dr Hon Elizabeth QUAT and as 
amended by Hon SIN Chung-kai and Hon Charles Peter MOK.  The motion 
urged the Government to put forward proactive measures on areas, inter alia, 
taxation, so that public policies could better cater for the interests and 
aspirations of the middle-class people. The proposed measures in respect of 
taxation included the followings: 
 

(a) increasing the child allowance from the existing $63,000 per child 
to $100,000, and raising the basic allowance under salaries tax and 
personal assessment; 

 
(b) introducing "tax deduction for residential rentals" for a duration of 

15 years of assessment, subject to a deduction ceiling of $100,000 
per year; 

 
(c) offering $40,000 "tax deduction for children's tertiary education" to 

the parents of students enrolled in local and non-local full-time 
post-secondary programmes; and 

 
(d) reviewing the cap on the amount of reimbursable course fees and 

the number of reimbursement claims under the Continuing 
Education Fund ("CEF"), and the criteria for approving 
reimbursable courses under CEF. 

 
Meetings of the Finance Committee 
 
8. At the special meetings of the Finance Committee to examine the 
Estimates of Expenditure 2013-14, Members raised a number of written 
questions relating to the tax concession proposals set out in current and past 
Budgets and details of the beneficiaries.  The details are shown in Appendix I.   
 
 
Recent development 
 
9. At the House Committee meeting held on 10 May 2013, Members 
agreed to form a Bills Committee to study the Bill. 
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Appendix II 
 

List of relevant papers 
 
 

Date Event Papers/Minutes of meeting 
23 January 2013 The Legislative Council 

passed the motion on 
"Assisting the middle 
class" 
 

Wording of the motion passed 
 

8 to 12 April 2013 The Finance Committee 
held special meetings to 
examine the Estimates of 
Expenditure 2013-14 
 

Administration's replies to 
Members' initial written 
questions for the session on 
"Public Finance" 

8 May 2013 The Bill was introduced 
into the Legislative 
Council 

The Bill 
 
Legislative Council Brief 
(TsyB R 183/535-1/5/0 (13-14) 
(C)) 
 
Legal Service Division report  
(LC Paper No. LS 49/12-13) 
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