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RATING (AMENDMENT) BILL 2019 
 
 
INTRODUCTION 

 At the meeting of the Executive Council on 3 September 2019, the 
Council ADVISED and the Chief Executive ORDERED that the Rating 
(Amendment) Bill 2019 (the Bill) at Annex A should be introduced into the 
Legislative Council (LegCo).  
 
2. The Chief Executive announced on 29 June 2018 the proposed 
introduction of Special Rates on vacant first-hand private residential units, with a 
view to encouraging more timely supply of these units.  The Bill is to 
implement this new measure. 
 
 
JUSTIFICATIONS 

3. To ensure the healthy and stable development of the property market, 
the Government has been closely monitoring the market situation.  With the 
Government’s continued efforts in increasing land supply, the total projected 
supply of first-hand private residential properties for the coming three to four 
years has stayed high at over 90 000 units since the first quarter of 2016.  
However, the Government notes that the number of unsold first-hand private 
residential units in completed projects has been increasing in recent years, from 
around 4 000 units at end-March 2013 (around 6% of the then projected supply) 
to 9 000 units at end-March 2018 (around 9% of the then projected supply), and 
has maintained at a similar level.  The trend is undesirable in the face of a 
housing shortage.  The Government considers that more effective measures have 
to be taken to encourage developers to expedite the supply of first-hand private 
residential units in completed projects. 
 
4. Against such background, the Government proposed to amend the 
Rating Ordinance (the Ordinance) to introduce Special Rates on vacant first-hand 
private residential units.  Developers of first-hand private residential units with 
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the occupation permit (OP) issued for 12 months or more will be required to 
furnish annual returns to the Government on the status of the units.  Units that 
remain unsold and have not been rented out for more than six months during the 
past 12 months will be subject to Special Rates.  Special Rates will be collected 
by the Rating and Valuation Department (RVD) annually at two times (i.e. 200 
per cent) the rateable value of the units concerned.  At its meeting on 28 June 
2018, the Chief Executive in Council was briefed on the proposed Special Rates 
(together with five other new housing initiatives).  The Chief Executive then 
announced these six new initiatives on 29 June 2018, including the Government’s 
plan to introduce an amendment bill into the LegCo for the introduction of 
Special Rates. 
 
 
Key Features of the Bill 

 

(A) Application of Special Rates 

5. Target units under the Special Rates regime are first-hand private 
residential units with OP issued for 12 months or more.  In other words, Special 
Rates are not applied to bare sites, non-residential units or second-hand 
residential units.  In this regard, we propose to specify in the Bill that the 
Special Rates regime, as set out in the proposed new Part XA to be added to the 
Ordinance, applies to a “specified tenement”, which is defined as a building or 
structure (or any part of a building or structure) held as a distinct or separate 
holding and permitted for domestic use under the OP. 
 
6. While some premises are permitted for domestic use under the OP, their 
nature is different from that of private residential units and hence not the target of 
the Special Rates.  Examples of these premises include subsidised housing and 
transitional housing, hotels and guesthouses, staff and student quarters in schools 
and universities, hospitals, residential care homes for the elderly, etc.  We 
therefore propose to set out in Schedule 1 to the Ordinance a list of premises to 
be excluded from the application of the Special Rates regime.  We also propose 
that subject to the negative vetting mechanism, the Secretary for Transport and 
Housing (STH) may, by notice published in the Gazette, amend Schedule 1.  
This allows the Government to respond more quickly if a need to amend the list 
of excluded premises arises in future. 
 
7. We propose to define in the Bill that a “first-owner” of a specified 
tenement is the person who holds the specified tenement on its OP date.  By this 
definition, a first-owner in general is the developer of a specified tenement.  As 
elaborated in paragraphs 9 and 10 below, a first-owner who is still holding a 
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specified tenement (which implies that such tenement is a first-hand tenement) is 
liable to submit annual returns to the Commissioner of Rating and Valuation 
(CRV) and may be liable for the payment of Special Rates.  To guard against 
avoidance of the Special Rates through transactions between related parties, we 
propose to specify in the Bill that if a first-owner assigns a specified tenement to 
its related party on or after 29 June 2018 (i.e. the date of the announcement of the 
proposed Special Rates), the related party will become the first-owner of the 
specified tenement and hence be liable to submit returns and pay Special Rates (if 
applicable).  Specifying a cut-off date helps maintain the effectiveness of 
Special Rates while avoiding any inadvertent effect on transactions that took 
place before the announcement of the intention to introduce the Special Rates. 
 
8. If the first-owner is a body corporate, its related party is its associated 
company as defined in the Companies Ordinance, i.e. (a) a subsidiary of the body 
corporate; (b) a holding company of the body corporate; and (c) a subsidiary of 
such a holding company.  If the first-owner is an individual, the related party 
refers to (a) an immediate family member (i.e. spouse, parent, child, sibling, 
grandparent or grandchild) of the person; (b) a body corporate controlled by the 
person; or (c) a body corporate controlled by an immediate family member of the 
person. 
 
 
(B) Submission of returns 

9. We propose that if a first-owner holds any specified tenements at any 
time during a 12-month reporting period1, the first-owner must submit a return to 
CRV within 28 days after the end of the relevant reporting period for the 
specified tenements concerned.  The return should provide information on the 
following matters - 
 

(a) whether the specified tenement was let to any person under a stamped 
tenancy agreement at a rent not less than the market rent and for not less 
than 183 days in aggregate during the reporting period and, if so, 
whether the tenant was a related party of the first-owner; 

 

                                                 
1  In relation to a specified tenement, if the OP is issued 12 months or more before the 

commencement date of the Bill (to be referred to as “specified date” in the Bill), then the 
first reporting period will be the 12-month period before the specified date.  If the OP is 
issued less than 12 months before the specified date, or on or after the specified date, then 
the first reporting period will be the 12-month period beginning on the OP date of that 
specified tenement.  The subsequent reporting periods will be a period of 12 months 
beginning on the date immediately after the first reporting period for the specified tenement 
ends, or each successive period of 12 months. 
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(b) whether the specified tenement was provided (whether or not at a rent) 
by the first-owner as an employer to its employee as a place of 
residence (i.e. staff quarter) during the reporting period and, if so, 
whether the period of provision was not less than 183 days in aggregate 
during the reporting period; 

 
(c) whether any agreement for sale and purchase (ASP) or assignment has 

been made in respect of the specified tenement and, if so, whether the 
purchaser/assignee is a related party of the first-owner; 

 
(d) whether the first-owner holds any other specified tenement as a first-

owner during the reporting period; and 
 
(e) whether the specified tenement falls within the description of any of the 

premises specified in section 2 of Schedule 1 during any part of the 
reporting period. 

 
CRV may, where necessary, require the first-owner of a specified tenement or 
any other person to provide any information, or to produce for inspection any 
document for verification of the details in the returns.  Such document includes, 
but is not limited to, an ASP, assignment and stamped tenancy agreement. 
 
 
(C) Liability for Special Rates  

10. We propose that a first-owner who holds a specified tenement on the 
last day of a reporting period is liable to CRV for any Special Rates chargeable 
on that specified tenement for the reporting period, unless any of the following 
circumstances exists -  
 

(a) the specified tenement is let to a person (other than a related party of 
the first-owner) under a stamped tenancy agreement at a rent not less 
than the market rent2 and for not less than 183 days in aggregate 
during the reporting period.  We propose to specify in the Bill that 
CRV may, based on the terms of the tenancy, determine whether the 
rental for the specified tenement is, or is not, less than the market rent; 

 
 

                                                 
2  In the Bill, “market rent” is defined as the rent at which a specified tenement might 

reasonably be expected to be let in the open market on the terms of the tenancy, with both 
parties to the tenancy acting at arm’s length. 
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(b) the specified tenement is provided (whether or not at a rent) by the first-
owner as an employer to its employee as a place of residence for not 
less than 183 days in aggregate during the reporting period.  To guard 
against potential abuse, we propose that a specified tenement is not 
regarded as being provided as a place of residence to an employee 
unless it is stated as the place of residence provided by the first-owner 
to the employee in the returns or notifications (as appropriate) 
furnished, or to be furnished, by the first-owner under section 52 of the 
Inland Revenue Ordinance for the relevant year(s) of assessment (as 
defined in that Ordinance); 

 
(c) an ASP of the specified tenement has been entered into by the first-

owner as vendor with another person (other than a related party of the 
first-owner) as purchaser, and that such ASP remains in force on the 
last day of the reporting period.  This is to cater for any pre-sale of 
uncompleted specified tenements (where ASP has been entered into 
pending the execution of assignment).  To guard against abuse, we 
propose that if the ASP is subsequently cancelled or terminated, the 
first-owner must notify CRV in writing within 28 days immediately 
after the date of the event and the subject ASP will be regarded as not 
having been entered into.  Depending on the circumstances, the first-
owner may need to make back payment of Special Rates in respect of 
one or more reporting periods; 

 
(d) the first-owner does not hold any other specified tenement as a first-

owner during the reporting period.  In other words, the specified 
tenement is the only first-hand specified tenement held by the first-
owner during the reporting period.  We consider that such arrangement 
should have little impact on the overall supply of first-hand units in the 
market and will help cater for the scenario where a first-owner retains a 
first-hand specified tenement for self-use purpose; 

 
(e) the specified tenement falls within the description of any of the 

premises specified in section 2 of Schedule 1 during any part of the 
reporting period.  This aims to cater for the situation where a specified 
tenement becomes premises excluded from the application of the 
Special Rates regime (e.g. a licensed residential care home for the 
elderly) during a reporting period. 

 
11. If CRV considers that a first-owner of a specified tenement is liable for 
any Special Rates, CRV may issue a demand note to the first-owner specifying 
the amount of Special Rates required to be paid.  On receiving the demand note, 
the first-owner must pay to CRV the Special Rates on or before the date specified 
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in the demand note.  A first-owner who fails to do so is subject to an additional 
charge of not more than 10% of the amount of Special Rates unpaid.  The 
outstanding Special Rates and any additional charge will be recoverable as a debt 
due to the Government. 
 
 
(D) Rate of Special Rates 

12. Special Rates are chargeable at a flat rate of 200% specified in 
Schedule 2 to the Ordinance which is two times of the rateable value3 of a 
specified tenement.  Based on the average rental yield of 2.4% for residential 
property in June 2019, Special Rates chargeable for one year is roughly equal to 
5% of the property value.  We consider that adopting a uniform rate and 
pitching it at two times of the rateable value will be forceful enough to send a 
clear signal to the market, while avoiding the complications of implementing a 
progressive tax regime.  We propose that STH may, by notice published in the 
Gazette, amend the rate of Special Rates specified in Schedule 2 subject to the 
negative vetting mechanism of the LegCo.  This allows the Government to 
respond quickly to changes in market situation and make timely adjustment to the 
rate. 
 
 
(E) Offences and penalties 

13. We propose to specify in the Bill the following offences and penalties 
in relation to Special Rates -  
 

(a) a person who, without reasonable excuse, fails to (i) submit returns to 
CRV; (ii) provide information or documents as requested by CRV; or 
(iii) notify CRV of the cancellation or termination of an ASP commits 
an offence, and is liable on conviction to a fine at level 4 (i.e. $25,000).  
For these relatively minor offences, we propose to make reference to the 
Inland Revenue Ordinance to empower CRV, depending on the nature 
and/or the degree of culpability of the offence and at CRV’s discretion, 
to consider instituting prosecution or compounding the offence.  This 
may help expedite the processing of minor offences; 

 

                                                 
3  If, on the relevant reference date, the rateable value of a specified tenement is contained in 

a valuation list, CRV will use this value to calculate the amount of Special Rates payable.  
If otherwise, CRV will assess and provide a notional rateable value for the specified 
tenement. 
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(b) a person who, without reasonable excuse, provides to CRV any 
incorrect information commits an offence and is liable on conviction to 
a fine at level 5 (i.e. $50,000); 

 
(c) a person who knowingly or recklessly makes a false or misleading 

statement or representation, or provides to CRV false or misleading 
information, commits an offence and is liable on conviction to a fine at 
level 6 (i.e. $100,000) and to imprisonment for one year; and 

 
(d) a person, with intent to evade Special Rates, makes use of any fraud, art 

or contrivance or authorises the use of such fraud, art or contrivance 
commits an offence and is liable on conviction to a fine at level 6 and to 
imprisonment for one year. 

 
14. We consider it appropriate to impose an imprisonment penalty for the 
more serious offences relating to fraud as set out in paragraphs 13(c) and (d) 
above.  To enhance the deterrent effect, we propose that if these offences are 
committed with the consent or connivance of, or is attributable to the neglect or 
omission of, an officer (e.g. director, company secretary, principal officer or 
manager) of the first-owner, then the officer concerned also commits the offence 
and shall be liable on conviction to a fine at level 6 and to imprisonment for one 
year.  With reference to section 47 of the Ordinance, we also propose to specify 
in the Bill that a person convicted of any offences mentioned in paragraph 13 
above is, in addition to any penalty imposed for the offences, liable to a fine of 
treble the amount of Special Rates that has been undercharged because of the 
offence (or that would have been undercharged had the offence not been 
detected). 
 
 
(F) Objections and appeals 

15. Making reference to the objection and appeal mechanism under the 
existing Ordinance, we propose to specify in the Bill that should a first-owner 
disagree with the liability for payment of Special Rates or CRV’s assessment of 
the notional rateable value of the specified tenement concerned, the first-owner 
may object to the demand note issued by CRV within 28 days of having been 
served the demand note.  CRV must, within six months of serving the notice of 
objection by the aggrieved person, consider the objection and serve on the 
aggrieved person a notice setting out CRV’s decision whether to confirm, vary or 
set aside the demand note.  If the aggrieved person is not satisfied with CRV’s 
decision, the aggrieved person may appeal against the decision to the Lands 
Tribunal within 28 days of service of the notice of decision. 
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(G) Consequential amendments 

16. To enhance the effectiveness of Special Rates, we propose to make 
consequential amendment to section 17 of the Inland Revenue Ordinance to 
specify that any Special Rates paid or payable under the Bill should not be 
regarded as deductible expenses under the profits tax regime. 
 
 
(H) Effective date 

17. To allow sufficient time for RVD and the trade to get prepared for the 
submission of the first return under the Special Rates regime, we propose that the 
Bill, subsequent to its passage in LegCo, should come into operation three 
months after its gazettal. 
 
 
THE BILL 

18.      The main provisions of the Bill are as follows -   
  

(a) Clause 1 sets out the short title and provides for commencement;   
 
(b) Clause 4 adds a new Part XA to the Ordinance to provide for the 

Special Rates regime.  The key new provisions are -   
 

(i) new section 49C provides for the application of the new Part XA 
and enables STH to amend Schedule 1 to specify any premises to 
be excluded from the application of that Part; 
 

(ii) new sections 49D and 49E provide for the submission of returns 
by a first-owner who holds a specified tenement at any time during 
a reporting period;   
 

(iii) new section 49F sets out the matters required to be set out in the 
returns; 
 

(iv) new section 49I requires a first-owner of a specified tenement to 
notify CRV in writing if certain events relating to an ASP of the 
specified tenement happen; 
 

(v) new section 49J provides for the liability for Special Rates and the 
new section 49L enables CRV to issue a demand note to a first-
owner who is liable for Special Rates for a specified tenement; 
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(vi) new sections 49O to 49U set out the provisions relating to 
offences and penalties under the new Part XA;  
 

(vii) new sections 49V to 49Y set out the objection mechanism under 
the new Part XA, and new sections 49Z to 49ZD set out the appeal 
mechanism under that Part; and 
 

(viii) new sections 49ZE enables CRV to require information and certain 
documents from a first-owner of a specified tenement or any other 
person; 

  
(c) Clause 5 adds a new section 53A to the Ordinance enabling STH to 

amend Schedule 2; 
 

(d) Clause 6 adds Schedule 1 (which sets out the premises excluded from 
application of the new Part XA) and Schedule 2 (which sets out the rate 
of Special Rates) to the Ordinance; and 

 

(e) Clause 9 adds Special Rates and additional charges as a new type of 
payment not allowed to be deducted under section 17 of the Inland 
Revenue Ordinance. 

 
 

LEGISLATIVE TIMETABLE 

19. The legislative timetable will be as follows -   
 

Publication in the Gazette 
 

13 September 2019 

First Reading and 
commencement of  
Second Reading debate 
 

The regular Council meeting  
following the first Council meeting 
in the 2019-20 legislative session 
 

Resumption of Second 
Reading debate, committee 
stage and Third Reading 

To be notified 

 
 
IMPLICATIONS OF THE PROPOSAL 

20. The economic, financial, civil service and sustainability implications of 
the proposal are set out at Annex B.  The proposed legislative amendments will 
not affect the current binding effect of the Ordinance.  The proposal has no 
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productivity, environmental, gender and family implications, and is in conformity 
with the Basic law, including the provisions concerning human rights. 
 
 
PUBLIC CONSULTATION 

21. Following the announcement of the proposed introduction of Special 
Rates on 29 June 2018, we arranged meetings and briefing sessions for relevant 
stakeholders (namely, the Real Estate Developers Association of Hong Kong, the 
Law Society of Hong Kong, the Hong Kong Institute of Certified Public 
Accountants, the Hong Kong Institute of Surveyors, the Hong Kong Institutes of 
Architects, the Hong Kong Institute of Planners and various LegCo members) 
and listened to their views on the proposed measure.  We also briefed the LegCo 
Panel on Housing on the key legislative proposals at its meeting on 1 April 2019.  
In formulating the Bill, we have taken into account the views received during the 
consultation sessions. 
 
 
PUBLICITY 

22. A press release on the Bill will be issued on 13 September 2019. 
 
 
ENQUIRIES 

23. Enquiries on this brief can be addressed to Miss Joyce Kok, Principal 
Assistant Secretary (Housing) (Private Housing), at 2761 5117. 
 
 
 
 
Transport and Housing Bureau 
11 September 2019
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Annex B 
 

Implications of the proposal 
 
 
Economic implications 
 
 The proposed introduction of Special Rates on vacant first-hand private 
residential units will help expedite effective flat supply for meeting housing 
demand. 
 
 
Financial and civil service implications 
 
2. The proposed Special Rates primarily aim to induce behavioural 
changes from the developers.  It is not intended to be a revenue-generating 
measure to meet fiscal or budgetary objectives.  We cannot estimate the amount 
of additional revenue which will vary depending on the number of first-hand 
private residential units caught by the new measure as well as their profile (e.g. 
rateable value and leasing status). 
 
3. Rating and Valuation Department has been allocated with a full-year 
provision of $53.7 million and a time-limited provision of $45.8 million starting 
from 2019-20 for the creation of 71 permanent and one time-limited non-
directorate posts to handle the additional workload arising from the introduction 
of Special Rates, as well as for setting up the information technology system and 
related administrative costs.  Should additional manpower resources be required 
for implementing the Special Rates, they will be sought with justifications in 
accordance with the established mechanism. 
 
 
Sustainability implications 
 
4. The Special Rates aim to facilitate the timely supply of first-hand 
private residential units in the market.  This is conducive to maintaining a 
healthy and stable residential property market, which will bring about positive 
implications for the sustainable development of Hong Kong. 
 




