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In response to the challenges caused by COVID-19, the Hong Kong government (“Government”) unveiled a
HK$120 billion relief package in its 2020–21 Budget announced on 26 February 2020 (the “Budget Measures”),
which was supplemented by the establishment of a HK$30 billion Anti-epidemic Fund approved on 21 February
2020 (the “First Round Measures”), and further supplemented by a second round of HK$137.5 billion Antiepidemic Fund measures announced on 8 April 2020 (the “Second Round Measures”).
The key measures which support SMEs in Hong Kong are summarized below.

JOB RETENTION, JOB CREATION AND JOB ADVANCEMENT
The Budget Measures included an aggregate of HK$3 billion funding for training and employment programmes.
This was subsequently followed by the allocation of an additional HK$800 million in the Second Round Measures
for job advancement projects.
The Second Round Measures also introduced a HK$80 billion Employment Support Scheme (“ESS”) to
encourage employers to maintain headcount. The ESS will provide wage subsidies for a period of six months to
eligible employers, calculated on the basis of 50 percent of wages, subject to a subsidy cap of HK$9,000 per
month per employee. The first payment is expected to be made no later than June 2020 and is estimated to cover
1.5 million employees.
Additionally, the Second Round Measures also separately included HK$6 billion funding to create 30,000 timelimited jobs in the public and private sector in the coming two years.

SECTOR-SPECIFIC RELIEF
The First Round Measures included an aggregate of about HK$1.7 billion to support the property management
and construction sectors in relation to their anti-epidemic efforts so that they can continue to work in the face of
the current public health challenges. In addition, an aggregate of about HK$14.5 billion of financial relief will be
provided to enterprises in specific sectors, such as the retail, transport, convention and exhibitions and travel
agency sectors.
The Second Round Measures further expanded sector-specific relief with an additional estimated HK$21 billion of
relief measures targeted at the sectors hardest hit by the COVID-19 situation and related shutdowns. This
includes cash and other subsidies for the various businesses in the tourism, catering, education services,
passenger transport and construction sectors. For the aviation sector which has been severely impacted by the
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shutdown of international air traffic, there will be a one-off subsidy of HK$1 million per large aircraft and
HK$200,000 per small aircraft registered in Hong Kong, which is expected to benefit about 270 aircrafts. There
will also be one-off subsidies for aviation support services and cargo facilities operators, which are expected to
benefit about 40 operators. In addition, in the financial services sector, Securities and Futures Commission
licensees and SME brokers will receive one-off grants.

GOVERNMENT CONCESSIONS AND MEASURES TO REDUCE FINANCIAL
BURDENS
The Budget Measures introduced various measures to relieve the financial burdens on businesses. A
concessionary low-interest loan for enterprises, fully guaranteed by the Government, has been introduced and is
open for applications for a period of six months. The maximum loan amount is HK$2 million, with a repayment
period of up to three years and a moratorium on principal repayments during the first six months of the loan. In
addition, there will be a waiver of up to HK$20,000 on profits tax for the 2019–20 assessment year, as well as
waivers of business registration fees for 2020–21 and registration fees for company annual returns for two years,
and certain waivers and reductions of Government rates and charges for non-domestic properties and accounts.
The Second Round Measures further extended support to alleviate the cash-flow and other financial burdens on
businesses, including enhancements to the existing SME Financial Guarantee Scheme (the “SME Scheme”). The
SME Scheme was previously launched in January 2011 to help SMEs obtain financing. It is currently
administered by HKMC Insurance Limited (“HKMCI”), a wholly owned subsidiary of the Government. Under the
SME Scheme, the HKMCI may provide certain guarantee coverage for credit facilities of eligible enterprises
approved by participating lenders. The Second Round Measures (i) raised the maximum loan amount for the 80
percent, 90 percent and 100 percent guarantee coverage products under the SME Scheme; (ii) provided for a
concessionary interest rate of up to 3 percent for one-year loans under the 80 percent and 90 percent guarantee
coverage products; (iii) raised the maximum guarantee commitment for the 100 percent guarantee coverage
product from HK$20 billion to HK$50 billion; and (iv) extended the eligibility of the SME Scheme to publicly listed
companies. It is estimated that these measures would involve additional Government expenditure of HK$11.69
billion, additional guarantee commitment of HK$30 billion, and will benefit about 20,000 to 50,000 SMEs.
The Second Round Measures also included various waivers of governmental rental concessions fees and
charges, estimated to account for Government revenue forgone of around HK$1.3 billion. In addition, the deadline
for payment of taxes for the 2018–19 assessment year, which are due for payment in April, May or June will be
automatically extended by three months.

OTHER RELIEFS THROUGH GOVERNMENT FACILITATION
The Second Round Measures include additional relief to be facilitated by the Government:



the Airport Authority will provide additional relief to be announced worth up to HK$2 billion to airlines and
supporting operators;



the Hong Kong Monetary Authority has been working with the banking industry to implement measures
aimed at providing further liquidity to relieve cash-flow pressures faced by SMEs. This includes adjusting
regulatory parameters to enable banks to increase lending and provide borrowers with a principal
moratorium for a specified period; and
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all Government departments and bureaus will look at flexible handling of Government contracts and
development projects, for example by extending deadlines for project completion, relaxing payment
schedules for Government work and non-works contracts, and extending the building covenant periods
for development projects.

OTHER POTENTIAL REFORMS
The Government has announced proposals to introduce Chapter 11-style corporate rescue laws, with a new
round of consultations expected in the coming months. Hong Kong does not currently have a statutory corporate
rescue procedure. The Law Reform Commission had previously put forward a similar proposal in 1996 but that bill
failed to pass. Subsequent attempts to revisit similar reforms also failed and it remains to be seen whether this
round of proposals will be more successful.

TAKEAWAYS
At present, some of the details of the Second Round Measures have yet to be announced including details on
implementation. The Government has, however, indicated that their focus will be on rolling out the relief measures
promptly to provide businesses much needed support. In view of the need for expeditious implementation, the
Government has indicated that clawbacks and penalties for abuses may be employed as opposed to lengthy
vetting procedures for eligibility.
If you have any questions about the Government's Anti-epidemic Fund measures and whether they may benefit
your SMEs, please do not hesitate to contact us.

KEY CONTACTS
CAROLYN H. SNG
PARTNER
HONG KONG
+852.2230.3583
CAROLYN.SNG@KLGATES.COM

This publication/newsletter is for informational purposes and does not contain or convey legal advice. The
information herein should not be used or relied upon in regard to any particular facts or circumstances without first
consulting a lawyer. Any views expressed herein are those of the author(s) and not necessarily those of the law
firm's clients.
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