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GST may boost offs

d property experts believe more investors will do business through overseas firms to avoid paying proposed levy
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Compared with the stamp duty
of 3.75 per cent for property trans-
actions, buyers could save money

. in share transfer transactions.

PricewaterhouseCoopers tax
partner Tim Lui Tim-leung said: “If
the British Virgin Islands firm is not
managed or controlled in Hong

Experts expect an increase in the nu{;er of investors buying Hong Kong property assets

Kong and its mother company is
notregistered here, it can argue that
the transaction of shares [does not
involve] a Hong Kong asset and can
ask for exemption from profit tax.

“That's why many investors buy
large-scale properties through off-
shore transactions.” '

Mr Lui said offshore firms were
likely to be exempt from goods and

services tax, so more investors

would consider buying properties
through them if the government
imposed the tax. “However, I don’t
think the government would lose
income from stamp duty,” he said.

He said most investors would
not buy properties through offshore
firms and offshore transactions be-
cause doing so “might not justify
the cost of setting up offshore com-

naniac”

—

through offshore firms once the government imposes a goods and services tax

Accountant Simon Cheung
Chun-kwok said: “The buyer has to
pay the licence fee and fees of the
corresponding accountant and
lawyer for an offshore transaction.
Asthe company share transaction is
more complicated than a property
transaction, the buyer will take two
or three months to investigate the
offshore firm’s debt before signing
the sale and purchase agreement.

“Generallv. a property transac-

s
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tion takes just one to two weeks.
The buyer bears the investment risk
but the costs will be justified for
large property transactions.”
Knight Frank Petty executive
director Alex Ng Siu-lam said:
“Some buyers prefer offshore trans-
actions to avoid taxation and dis-
closure of their identities or share-
holders. Offshore transactions also
help buyers planning short-term
investment to avo’d profit tax.”
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