








to increase the single parent allowance by 66.7 per cent, from $45,000 to
$75.000.

to increase the disabled dependent allowance by 66.7 per cent, from
$15.000 to $25.000.

to increase the maximum deduction for taxpayers claiming expenses in
respect of fees for training courses attended at approved institutions by
66.7 per cent, from $12,000 to $20.000 a year.

"In drawing up my proposals on tax reductions, I have had to balance two
considerations," Mr Tsang said.

"The first is the need for financial prudence. 1 am very conscious of our
obligation to ensure that the SAR Government is in the strongest possible financial
position on July 1.

"The second is the case for the people of Hong Kong to enjoy a fiscal dividend
from the success they have created.”

In deciding on these Salaries Tax concessions, Mr Tsang said he had stuck to
the principle of targeting the groups that needed them most.

"In a caring community which respects traditional family values, the tax system
should recognise the special difficulties faced by single parents or families caring for
relatives, particularly those with a disability.

"The size of the concession for the training expenses is part of our effort to
keep Hong Kong a premier centre for business by encouraging the work force to
upgrade its professional and technical qualifications,” he said.

The Financial Secretary told the Legislative Council that during his Budget
consultations. he received a wide range of proposals on the marginal tax structure from

members and professionals in the accounting and taxation fields.

"With the healthy revenue position forecast, both for 1997/98 and in the
medium term. | agree that there is scope for me to revamp the structure.

"This will give added relief to middle-income salaries taxpayers, especially the
'sandwich class’. In framing my tax concessions, I have been very conscious of the
needs of this particular group," he added.
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Currently, the marginal tax band widths are set at either $20,000 or $30,000.
Mr Tsang proposed to standardise them at the level of $30,000 and to rationalise the
marginal tax rate by adopting a uniform interval of 6 per cent.

"This revamping will simplify the structure and make it easier to understand,"
he said.

Mr Tsang explained the changes:

The first marginal tax band will be widened from $20,000 to $30,000,
and the marginal tax rate will be kept at the current low level of 2 per
cent.

The width of the second marginal tax band will be maintained at
$30,000, but the marginal tax rate will be reduced from 9 per cent to 8
per cent.

The width of the third marginal tax band will also be maintained at
$30,000, but the marginal tax rate will be reduced from 17 per cent to 14

per cent.

The top marginal tax rate will be kept at the current level of 20 per cent.

He said that this meant a taxpayer with a chargeable income of $100,000 would
pay nearly 25 per cent less tax. The number of salaries taxpayers who had to pay the
standard rate of 15 per cent would also decrease, he said.

"The concessions | propose this afternoon will benefit 96 per cent of our
salaries taxpayers," Mr Tsang said.

He then gave some concrete examples of how he proposed to cut the tax bills
for individual employees and their families.

A single-income family of four, earning $22.000 a month, will have its
tax bill cut by nearly 90 per cent. It will pay less than $20 a month in
tax.

The typical sandwich-class family. with a monthly income of $26,000,
will pay 68 per cent less tax. It will pay only $237 a month in tax.

A married couple with two children will have to earn over $100,000 a
month. or more than $1.2 million a year, before they pay salaries tax at
the standard rate of 15 per cent.




He said that during last year's Budget debate some Legislative Council
members expressed concern about the consequences of increasing the basic allowance
in real terms, that is, at a higher rate than inflation. They argued that the effect might
be to make the tax net too small or the tax base too narrow.

"I have looked carefully at the statistical evidence on this subject. In each of
the last five years, we have raised the basic allowance in real terms. Yet the total
number of taxpayers, that is, the tax net, has remained relatively stable, at around 1.4
million.

"Similarly, the yield from salaries tax, as a proportion of total revenue, that is.
the tax base, has been reasonably stable over the last five years," he said.

The explanation for the stability of our tax net and productivity of our tax base
lay in our rapid economic growth, he said.

Salaries taxpayers occupied the better-paid jobs and had benefited most from
the increasing demand for well-qualified and experienced staff. The result was that
while an increase in the basic allowance in real terms removed some taxpayers from
the tax net, their disappearance tended to be temporary. As their salaries rose, they
returned to the tax net.

"I hope that members will accept my assurance that today's tax concessions will
not undermine the productivity of Salaries Tax as a source of revenue." he said.

He estimated that these concessions would cost $3.1 billion in 1997/98 and $20
billion up to 2000/01.

The proposals on Salaries Tax will take effect from the year of assessment
starting on April 1, 1997.

End
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Overall rates to be reduced by 0.5 per cent
k k k Kk %k

Delivering his Budget speech today (Wednesday), the Financial Secretary, Mr
Donald Tsang, proposed that the overall rates percentage charge should be reduced
from 5.5 per cent to 5 per cent, which is an historic low.

In the Urban Council area, the percentage for Urban Council rates would
decrease from 2.8 per cent to 2.6 per cent and that for the general rates from 2.7 per
cent to 2.4 per cent.

In the Regional Council area, the percentage for Regional Council rates would
go down from 4.4 per cent to 4.2 per cent and that for the general rates from 1.1 per
cent to 0.8 per cent.

After these adjustments, 28 per cent of ratepayers will pay the same or lower
rates and about 59 per cent will face an increase of 20 per cent or less, he said.

But there would still be some who would face a relatively large increase in rates
even after lowering the overall rates percentage charge.

"I propose to give these ratepayers some relief by imposing a 20 per cent cap on
increases in rates for 1997/98 and for 1998/99. This relief will apply to about 13 per
cent of ratepayers in 1997/98. In 1998/99, about 87 per cent of all properties will have
no change in rates," Mr Tsang said.

The average increase in rates in 1997/98 for a small private flat would be only
$29 per month - an increase of 8.8 per cent.

He told Legislative Council Members that the largest single group of tenants,
those living in public rental housing, would not be affected directly by changes in
rates. As in the past, the Housing Authority would absorb the effect of rates increases
until the next rent review and public housing tenants, in practice, would be little
affected because rents were revised only every two years and were fixed on the basis
of affordability.

"As for the business sector, the average rates payment for non-domestic
premises will, in overall terms, fall by 3.4 per cent. Industrial premises will enjoy the
largest reduction, with an average 17 per cent cut in their rates bill. For offices, the
reduction will be a useful 6 per cent on average," he said.




"Lower rates for business firms are another contribution to ensuring Hong
Kong is as user-friendly as possible to business, thus reinforcing our role as an
international business centre," he stressed.

The net effect of these proposals on revenue from general rates was that in
1997/98. it would remain at the 1996/97 level of about $6.3 billion, whereas the two
Councils' rates would increase from $9.4 billion to $10.3 billion. The cost of these
proposals to general rates was $1.2 billion in 1997-98 and $3.4 billion up to the end of
the century, he added.

The Financial Secretary said: "In formulating my proposals on rates, I have not
lost sight of the government rents which some ratepayers will have to pay from July
1997 in accordance with Annex 1l to the Joint Declaration and Article 121 of the
Basic Law.

"T have also taken into account the financial position of the Urban Council and
the Regional Council, their planned programmes of activities and their rates revenue
requirements for the next triennium, since their main source of funding comes from

rates."

On the routine revaluation of rates during 1996/97, which was mentioned in his
last Budget speech, Mr Tsang said the general revaluation had been completed and,
based on rental values on July 1, 1996, the overall average increase in rateable values
was around 17 per cent.

Domestic properties showed an average increase of 23 per cent and non-
domestic properties an average increase of only 10 per cent for the past three years.
The rateable values for approximately 8 per cent of properties would actually decrease
or remain unchanged.

Referring to the possibility of conducting the general revaluation on an annual
basis, Mr Tsang said the objective would be to introduce smaller rises in rates each
year instead of a larger rise once every three years.

"This is a complex issue which we are still studying." he said. But he assured
the Legislative Council that the views of Members and the public would be carefully

considered before any final decision would be taken.

The proposals will cone into effect on April 1 this year.
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Stamp duty on property transactions to be adjusted
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The Financial Secretary, Mr Donald Tsang, today (Wednesday) proposed to
adjust the threshold values for the various stamp duty bands to benefit those buying
flats with a value of $4 million or less.

As a result of the proposed adjustments, the stamp duty paid on a $2 million flat
will be halved, from $30,000 to $15,000.

Moving the second reading of the Appropriation Bill 1997, Mr Tsang estimated
that about 50,000 property transactions would benefit from the proposal in 1997/98.

"The concession will cost $620 million in 1997/98 and $3 billion up to 2000-
01," he added.

He explained that he made adjustments to stamp duty on property transactions
last year in order to benefit buyers of lower to medium-value flats, in particular those
bought under the Home Ownership and Sandwich Class Housing Schemes.

"Increases in property prices have eroded this concession since the last Budget.
Because of the Government's commitment to encouraging home ownership, I would
like to restore the effect of last year's concession," he said.

End

Foreign withholding tax to be amended
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The Financial Secretary, Mr Donald Tsang, proposed today (Wednesday) to
amend the part on foreign withholding tax in the Inland Revenue Ordinance.

He explained that a judicial decision had indicated that foreign withholding tax
charged on income or turnover was a legitimate expense, which should be deductible
in determining assessable profits whatever the residency status of the company
concerned.

The Inland Revenue Department is following the judicial decision in its
practice, he said.
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But in the past, the Government took the view that the Inland Revenue
Ordinance allowed a deduction for foreign withholding tax on income subject to Hong
Kong profits tax only for companies which were controlled and managed in Hong
Kong, he said. The deduction would not be available to overseas companies operating
a branch here.

Nevertheless, during the Budget consultations. the tax, accounting and banking
professions had asked the Government to clarify the law so as to provide certainty, he
added.

"I, therefore, propose to amend the Inland Revenue Ordinance to reflect the
judicial decision and the Department's current practice.

"This will, I hope, offer another inducement to encourage overseas companies
to set up branch operations in Hong Kong, thereby strengthening our status as an
international financial centre," he said.

10-year driving licences to be issued
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The Financial Secretary. Mr Donald Tsang, proposed in the Legislative Council
today (Wednesday) to issue driving licences valid for 10 years except for those aged
over 60.

He also proposed to charge $900 for a 10-year licence. This comprised $520
for the licence fee, and $380 for a 10-year levy to the Traffic Accident Victims
Assistance Scheme (which currently charges an annual levy of $38 on driving licence-
holders).

He said that this was good value for money because a three-year licence
currently cost $864. comprising $750 for the licence fee and $114 for the levy.

The cost of this proposal is $20 million in 1997/98 and $610 million up to
2000/01.

"We now issue driving licences which are valid for one or three years. Regular

renewal is somewhat inconvenient to licence-holders. and those who forget can

commit an offence by driving without a valid licence." he said.
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A 10-year licence would make life easier for drivers and reduce administrative
costs for the Transport Department. Since 10 years is a long time, the Commissioner
for Transport would issue notices to remind people that their licences were due for
renewal, he added.

On the scheme to encourage people to scrap their old cars on environmental
grounds, which was introduced last year, Mr Tsang proposed to extend it for another
12 months and review it again at the end of the period.

"Since the scheme started in June last year, we have received an average of
about 150 applications each month. As I promised in the last Budget, I have reviewed
the effects of the scheme. It works and there have been no abuses."

To increase the number of cars eligible under the scheme, the Financial
Secretary would cut the period a person was required to own the car before it was
scrapped from two years to one year.

"And I will reduce the requirement for the car to have been licensed
immediately before scrapping from two years to one." he said.

Mr Tsang also proposed to extend First Registration Tax exemption to electric
vehicles for another three years with another review at the end of the period.

He reiterated that the aim was to make electric vehicles, which do not cause air
pollution, more attractive by reducing their initial cost.

End

Exemption level for estate duty raised
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The Financial Secretary. Mr Donald Tsang. proposed to increase the level
below which no estate duty is payable from $6.5 million to $7 million for the 1997/98

fiscal year.

"Above that level. I propose that estate duty be payable at 6 per cent on estates
between $7 million and $8.5 million; 12 per cent on estates between $8.5 million and
$10 million: and 18 per cent on estates over $10 million." he said.
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The cost of this proposal would be $12 million in 1997/98 and $103 million up
to 2000/01, he said.

The proposal will come into effect on April 1 this year.

Duty on alcoholic beverages to be reduced
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The duty on wine will be reduced from 90 per cent to 60 per cent, the Financial
Secretary, Mr Donald Tsang, told the Legislative Council today (Wednesday).

This will cost $110 million in 1997/98 and $490 million up to 2000/01.

He explained that the case had been put to him that the 90 per cent duty on
wine was too high and was affecting Hong Kong's tourist industry and business
generally.

"For this reason. I propose to reduce the wine duty from 90 to 60 per cent," he
said.

"I am looking to shops, restaurants and hotels to pass on this duty reduction to
their consumers. I shall ask the Consumer Council to monitor the price of wine in
restaurants, hotels and other retail outlets to see that they do so."

Mr Tsang reiterated that in March 1994. a simple ad valorem duty system on
alcoholic beverages was introduced. The system had benefited ordinary consumers by
giving them greater choice and cheaper alcohol as importers had to compete for sales,
especially at the lower end of the market.

"And it is also consistent-with our obligations under international trade rules
that we should treat local and imported products exactly the same. Thus. there is no
valid argument for me to change the system.

"As the French proverb says. and as those of you who enjoy a glass of wine
from time to time will know, it is only the first bottle which seems expensive. Once
that has taken effect. so I understand. drinkers worry less about the price.
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"As Financial Secretary, however, I need to be mindful of Hong Kong's status
as a centre for trade, finance and tourism," he explained. Thus he had proposed the
above change.

The proposal will come into immediate effect under a Public Revenue
Protection Order issued today.

End

Transition Budget underpins strong and healthy economy
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Hong Kong's economy and public finances remain strong and healthy in this
historic year of change, the Financial Secretary, Mr Donald Tsang, told the Legislative
Council in his annual Budget address today (Wednesday).

Mr Tsang revealed that the Hong Kong Special Administrative Region

government would start life on July 1 with around $330 billion in reserves (including
the Land Fund).

He revealed a $15 billion surplus for 1996/97 and forecast a $32 billion surplus

for 1997/98.

In a Budget entitled 'Continuity in a Time of Change', Mr Tsang had good news
for tax payers, drivers, property owners and even wine lovers.

Hong Kong's social safety net received a boost. with $126 billion pledged for
education, public housing, health and welfare services.

He said the (Joint Liaison Group's) Budget Expert Group had agreed on a
'through Budget' complying with the Basic Law and covering the whole financial year
from April 1, 1997 to March 31, 1998.

This ensures public services will continue uninterrupted, with improvements to
existing services where necessary.

The Budget also maintains the integrity and continuity of the tax system across
the transition and strengthens Hong Kong's financial and economic prospects for the
future, said Mr Isang.




" have pointed out that no fewer than 70 of the 160 Articles in the Basic Law
deal with economic issues or are related to economic development,” said Mr Tsang.

"The most important, Article 5, provides that our capitalist system and way of
life shall remain unchanged for fifty years.

"We are committed to our role as an international business centre. We are
committed to our policy of financial prudence. We will continue to enjoy full
autonomy in economic affairs."

In regards to Salaries Tax, Mr Tsang said he had set out to substantially reduce
the amount of tax people paid while keeping the number of taxpayers roughly the
same.

He said the proposed salaries tax concessions would cost more than $3 billion
in 1997-98 and $20 billion up to 2000-01.

Mr Tsang said the forecast $32 billion Budget surplus for the 1997/98 financial
year should be treated as an ‘exceptional’ item, for two reasons.

The first was because additional revenue would come as a result of accounting
changes from July 1, 1997, relating to the treatment of income received from land

transactions.

"Second, the surplus arises in the vear in between funding the new airport and
airport railway and investing in the Railway Development Strategy," he said.

Mr Tsang said Hong Kong was experiencing a time of great change.

"But it is also a time to hold fast to our values. To have faith and confidence in
ourselves. To look to what we Hong Kong people can do." he said.

"We are the premier centre for international business in the region. We are
looking forward to faster economic growth in 1997 than in 1996.

"Our sustained economic growth, our excellent law and order situation and our
bright future prospects, mean that we can go on expanding our investment in our
infrastructure, our support for business and our housing and social service

programmes.

"Many in our community, and among our friends around the world, have a
major question in their minds at this time.

"This Budget provides at least a part of the answer: Yes, the future does work."
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Enhancement of information technology education welcomed
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The Secretary for Education and Manpower, Mr Joseph W P Wong, welcomed
the proposal in the 1997/98 Budget announced by the Financial Secretary, Mr Donald
Tsang, that the Government would spend $300 million over the next two years to
provide multi-media computers to all public sector primary schools and to set up
Information Technology Learning Centres (ITLC) in prevocational and technical
schools.

He said: "One of the Government's new initiatives to improve basic education
this year is to enhance information technology education.

"To achieve this purpose, each government or aided primary school will be
equipped with 15 multi-media computers, which means the provision of a total of
8.250 multi-media computers in all government and aided primary schools to benefit
some 411,000 students.

"In addition, computer training courses ranging from 18 to 120 hours will be
provided to some 15,200 teachers."

Mr Wong said that the Government would also provide ITLC in all 27
prevocational and 19 secondary technical schools to benefit some 43,000 students.

Each ITLC will be equipped with 41 computers, computer-aided design and
manufacturing equipment, and computer-assisted learning packages. In addition,
appropriate training will be arranged for teachers.

Mr Wong pointed out the proposal of providing $300 million for the purpose of
enhancing information technology education was an important element to coincide
with the rapid technology development in Hong Kong and took a big step forward to
provide information technology education in local primary and secondary schools.

He reiterated that improvements would be made in seven areas to enhance the
development of basic education. Apart from enhancement of the information
technology education, the Government will implement new measures (o further
improve the teaching and learning environment, support services for new arrival
children, quality of school education, special education, language proficiency and
civic education.

End
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Quotable quotes in the Budget speech 1997/98
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Following are some of the quotable quotes in the Budget Speech 1997/98
delivered by the Financial Secretary, Mr Donald Tsang, in the Legislative Council
today (Wednesday):

INTRODUCTION
>casi

"1997 is a very special year for Hong Kong. The eyes of the world will be
upon us as we set out on our historic journey." (Para 2)

"The Budget I am presenting this afternoon is unique because it is a transitional
one, a Budget specially designed to meet the circumstances of 1997. It must respond
to the far-reaching consequences of the resumption of the exercise of sovereignty and
the creation of the Special Administrative Region. This Budget seeks to fulfil that
historic mission." (Para 5)

A PROCESS OF CONSULTATION

"The Budget Expert Group has worked throughout in a co-operative spirit. ts
discussions have been pragmatic and constructive. And it has reached rapid consensus
at every stage." (Para 10)

"We wanted to achieve a Budget that would cover the entire financial year from
1 April 1997 to 31 March 1998; a budget which was financially sound and prudent and
which would take into account the interests of all." (Para 11)

"We wanted to ensure that our public services would continue smoothly,
uninterrupted by the transition." (Para 11)

"We wanted to ensure that there would be no room for doubt about the
continuity of the tax system." (Para 11)

"We wanted to draw up a Budget which would strengthen Hong Kong's
financial and economic prospects for the future.” (Para 11)
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THE CONSTITUTIONAL FRAMEWORK

"Article 5 of the Basic Law is a clear pledge that Hong Kong will continue to
enjoy free, open and competitive markets which are not controlled by state planning or

state direction." (Para 14)

A Centre for International Business

"In recent years, our performance as an international business centre has won
very high marks from independent and prestigious authorities such as the International
Monetary Fund and the Heritage Foundation.” (Para 17)

"The Basic Law offers a commitment to Hong Kong's continuing role as a
centre for international business." (Para 18)

Financial Prudence

"Living within our means has been a fundamental principle of our public
finances for at least fifty years." (Para 20)

"Avoiding budget deficits is a well-established tradition. In nine of the last ten
years, we actually achieved a budget surplus.”" (Para 20)

"In the five financial years since 1991, growth in government expenditure and
GDP were identical in real terms at 30 per cent.”" (Para 20
I

Economic Aufonomy

"The Basic Law promises that Hong Kong's best practices will continue into the
future. It enshrines in law Hong Kong's winning formula for economic success in the
past. It will prove even more important in ensuring our future prosperity." (Para 23)

"As the world's eighth largest trading economy, the ninth largest exporter of
services and the fifth largest foreign exchange market, it is vital for Hong Kong that
our voice is heard in the deliberations of international bodies .......... The British and
the Chinese Sides have agreed-the necessary arrangements to continue Hong Kong's
separate membership of such bodies from 1 July in accordance with the Basic Law."
(Para 24)
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CONTINUITY AND CHANGE: MEETING ECONOMIC NEEDS

"A major reason we have almost doubled our GDP in real terms since 1984 is
the momentum of economic development in the mainland of China over this period.
Hong Kong has been uniquely placed to take the fullest advantage of the business
opportunities created by economic modernisation and the "open door" policies." (Para
26)

"Hong Kong has long had a clear understanding between the Government and
the business community that business decisions are best left to entrepreneurs and
investors. The Government's job is to provide the right environment for business to
grow." (Para 27)

"We are forecasting for this year 5.5 per cent real growth in GDP, 8.5 per cent
increase in merchandise exports and 8 per cent increase in exports of service, and 7 per

cent increase in inflation." (Para 28)

"1997 promises to be another year of sound, sustainable growth. This will

ensure solid growth in employment, new business opportunities and good profits
across the economy as a whole." (Para 29)

"To contain the pressures on our labour and land resources, we will have to
continue our battle against inflation. This underlines the importance of the
Government maintaining the tightest control over public spending and pursuing
maximum value for money throughout the public sector." (Para 29)

Helping Business

"Hong Kong thrives by deliberately leaving as much room as possible for
enterprise and innovation." (Para 30)

Services Promotion

"I intend to form a new high level Services Promotion Strategy Group to give
an overall steer on the way to make sure Hong Kong remains the services centre par
excellence in the region, and indeed the world." (Para 38)

New Unit
"I propose to create a new unit to take responsibility for both Helping Business

and Services Promotion. It will not be some far flung quango. It will be part of my
own office and its head will report directly to me." (Para 39)
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CONTINUITY AND CHANGE: MEETING THE COMMUNITY'S NEEDS
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"Over the last five years, in partnership with the Housing Authority, we have
increased spending on housing by 34 per cent in real terms." (Para 43)
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"Unlike most advanced economies, Hong Kong has not had to increase the
burden on the taxpayer in responding to the public's rising expectations. On the
contrary, we have been able to reduce taxation while at the same time making
significant improvements. We have been able to afford these because our economic
growth has generated the necessary wealth to do so." (Para 48)

v & . IS e

"In education, our priority must be to maintain and upgrade the quality.” (Para
50)

"In 1997-98, our total expenditure on Education will exceed $45 billion ( an
increase of 7.7 per cent in real terms over 1996-97." (Para 51)

Language Skills

"Language skills are vital to our success as a Special Administrative Region of
China. as well as our role as an international centre for business.” (Para 55)

“aring Community

"Our society has remained loyal to its traditional values. Families do all they
can to look after their elderly members, those with a disability or the relative who is
sick." (Para 59)

"We have increased our expenditure on welfare by 88 per cent in real terms
over the past five years. It will increase by a further 9.1 per cent in 1997-98 to $21.2
billion." (Para 60)

The Elderly

"We are constantly improving our continuum of care for elderly people.” (Para

61)




Others in Need

"In 1996-97, we are spending $7 billion on CSSA ( an increase of 35 per cent in
real terms over 1995-96 and we expect a further increase of 11 per cent in real terms in
1997-98." (Para 63)

"In 1997-98, we will spend a total of around $168 million on children of new
arrivals ( an increase of over 150 per cent in real terms over 1996-97." (Para 67)

Law and Order

"Hong Kong is a much safer place to live and work than other major cities like
London, New York, Tokyo or Toronto." (Para 68)

"This is an Administration which is very conscious of the community's
concerns and which will indeed strive to do more." (Para 70)

PUBLIC FINANCES

"We will start life as a Special Administrative Region in an extremely
favourable position." (Para 71)

he 1996-97 Outturn
"l am now forecasting a surplus for 1996-97 of $15.1 billion." (Para 72)

The 1997-98 Estimates

"l am forecasting an overall budget surplus for 1997-98 of $31.7 billion." (Para
80)

Medium Range Forecast

"The SAR Government may well need to contribute $49 billion between 1998
and 2001 towards the construction of the high priority projects under the Railway
Development Strategy." (Para 83)




REVENUE PROPOSALS

"Our revenue arrangements should support Hong Kong's role as a centre for
:ternational business, and they should reflect our commitment to financial prudence
and economic autonomy." (Para 87)

Areas of No Change
Tax Relief for Housing

"t would be wrong in principle to create a general tax concession, regardless of
the individual family's needs, to cover investment in housing." (Para 89)

"Any help which the Government provides to promote home ownership should
be given specially to those families which need such assistance." (Para 90)

"Between 1991 and 1996. the number of households owning their own home
rose by 22 per cent. Today. more than 50 per cent of households own their own
home." (Para 90)

Profits Tax
"By comparison with our competitors in the region, our level of Profits Tax is
already very low. We are still highly competitive even when we look at their effective

tax rates." (Para 92)

A Dividend for the Community

Salaries Tax

"[ believe that, given our strong financial position, it is right to reduce Salaries
Tax once again.” (Para 97)

"In a caring community which respects traditional family values, the tax system
should recognise the special difficulties faced by single parents or families caring for
relatives, particularly those with a disability." (Para 98)

"A married couple with two children will have to earn over $100,000 a month,
or more than $1.2 million a year, before they pay salaries tax at the standard rate of 15
per cent." (Para 102)




"I propose that the overall rates percentage charge should be reduced from 5.5
per cent to 5 per cent. This is an historic low." (Para 107)

"Lower rates for business firms are another contribution to ensuring Hong
Kong is as user-friendly as possible to business, thus reinforcing our role as an
international business centre.” (Para 111)

Stamp Duty on Property Transactions

"I propose to adjust the threshold values for the various Stamp Duty bands to
benefit those buying flats with a value of $4 million or less." (Para 115)

Driving Licences

"To make life easier for drivers, 1 propose to issue driving licences valid for 10
years and charge $900 for such a licence. This is good value for money." (Para 118
and 119)

Duty on Alcoholic Beverages

"[ propose to reduce wine duty from 90 per cent to 60 per cent. 1 am looking to
shops, restaurants and hotels to pass on this duty reduction to their consumers." (Para
125)

CONCLUSION

"We are committed to our role as an international business centre. We are
committed to our policy of financial prudence. We will continue to enjoy full
autonomy in economic affairs." (Para 128)

"This is a time of great change for us. But it is also a time for us to hold fast to
our values. To have faith and confidence in ourselves. To look to what we Hong
Kong people can do." (Para 137)

"Many in our community, and among our friends around the world, have a
major question in their minds at this time. This Budget provides at least a part of the
answer: Yes, the future does work." (Para 138)
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Financial Secretary's TV broadcast
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Following is the full text of the Financial Secretary, Mr Donald Tsang's TV
Broadcast on the Budget speech today (Wednesday):

Good evening,

This afternoon I presented the Government's annual budget to the Legislative
Council. Nothing unusual in that, you might say. But this is after all 1997, the year
when many things in Hong Kong are scheduled to change.

It is the year in which we cease to be a dependent territory under British
Administration. It is the year in which we become a Special Administrative Region of
the People's Republic of China.

At a time when such great changes are afoot, and in particular when the eyes of
the world are watching us closely, I thought it would be useful to remind everyone just
how many things are set to remain the same. Hence the title of my Budget Speech:
Continuity in a Time of Change.

The Budget covers a full financial year from 1 April to 31 March. As usual. It
forecasts continuing real growth in our economy, and sturdy public finances. As
usual. Our taxes remain low, simple and predictable. As usual.

Our continuing success means we generate the wealth to meet the community's
expectations for improvements in housing, education, welfare, healthcare, and law and
order. This year we will spend over $200 billion for the first time: $45 billion on
education: $28 billion on health; $21 billion on welfare. And, together with the
Housing Authority, over $32 billion on housing programmes.

This shows we are a caring community. A community which puts its money
where its heart is. But we do not allow our hearts to rule our heads. Money for the
improvements we make comes from economic growth, not deficit budgets. So we
have no debts and we can keep our taxes low.

Which brings me to the other half of the Budget: revenue. There are a few
minor increases in duty. But everywhere else we will be reducing taxes. Altogether I
have proposed concessions of over $5 billion. On salaries tax, I am increasing the
personal allowance from $90,000 to $100,000. 1 am also overhauling the marginal tax
bands. This means a family of four earning $22,000 per month will pay less than $20
a month in tax. Altogether, 96% of our salaries taxpayers will benefit. The rates
percentage charge will be reduced to an all time low of 5%. About 50,000
homebuyers at the lower end of the market will pay less Stamp Duty. As you can see,
the main beneficiaries will be sandwich class taxpayers and ratepayers.
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All in all a pretty impressive package. But I know there will be some who say
we should have gone further. With a surplus this year of $15 billion, and a forecast for
the coming year of over $30 billion, they will say we should have gone on a spending
spree. Or had a real giveaway on the tax side.

This might seem attractive, but it would have been wrong. What has brought us
to our present position of strength is the firm discipline of keeping increases in
government spending in line with GDP growth. If we were to abandon that discipline,
it would become impossible to hold the line. On the tax side 1 have tried to strike a
balance. We must make sure the new SAR Government starts life in the strongest
possible financial position. At the same time, you the people of Hong Kong are
entitled to enjoy a dividend from the success you have created. I hope you will agree
that we have got the balance about right.

This is a unique Budget for a special year. We are living through a time of
change. But we can face the challenges this brings because we have the confidence
that our way of life will continue. We are privileged to be part of history in the
making. And together we will make our future work.

Thank you and good night.

Financial Secretary to take calls from the public
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Members of the public will have the opportunity to express their views on the
Budget proposals for 1997/98 to the Financial Secretary, Mr Donald Tsang, direct
through phone-in programmes tomorrow (Thursday) and on Saturday.

The Financial Secretary will take questions from callers to RTHK Radio 1 and
5's "Talkabaout" and Radio 3's "Hong Kong Today" programmes from 7.45 am to 9.00
am tomorrow.

After attending RTHK's programme, Mr Tsang will brief chairmen of the two
municipal councils and 18 district boards on the 1997/98 Budget at 10 am at the Home
Affairs Department Headquarters.
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In the afternoon, he will give his second press conference at 3 pm in the Press
Conference Room of the Information Services Department, 7th floor, Murray

Building.

On Friday (March 14), Mr Tsang will brief Legislative Councillors at 10 am at
the Legislative Council.

On Saturday (March 15), he will take calls again from the public in a
Commercial Radio-1's phone-in programme from 9.30 am to 11 am.






