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Purpose
This paper provides a summary of views expressed by Members of the
Legislative Council (LegCo) at committee meetings on the Administration’s
proposal to abolish estate duty.
Background
2.
In his 2005-2006 Budget speech delivered on 16 March 2005, the Financial
Secretary announced the proposal to abolish estate duty imposed under the Estate
Duty Ordinance (Cap. 111) (the Ordinance).
On 11 May 2005, the
Administration introduced into LegCo the Revenue (Abolition of Estate Duty) Bill
2005. The Bill seeks to amend the Ordinance to give effect to the proposal to
abolish estate duty and to make related and consequential amendments.
3.
The Administration has estimated that if the estate duty and probate fees are
abolished, annual revenue of around HK$1.5 billion and HK$50 million
respectively would be lost.
4.
According to the Administration, interested parties and the public have
been consulted as to whether the estate duty regime should be adjusted. The
Financial Secretary has consulted LegCo Members, various chambers, groups and
associations and the general public while formulating the 2005-2006 Budget, and
their views have been taken into account.
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Views expressed by Members at committee meetings
5.
None of the Panels has been consulted on the legislative proposal
relating to the abolition of estate duty. Some Members, nevertheless, have
expressed views on the proposal in the course of discussing other related
subjects at committee meetings. The views expressed by Members are
summarised below.
6.
The Administration informed the Panel on Financial Affairs (FA Panel)
on 1 November 2004 that it was conducting a review on estate duty and the
findings would be presented in the 2005-2006 Budget. A Member considered
that the abolition of estate duty would be inconsistent with the Administration’s
objective of broadening the tax base.
7.
On 4 April 2005, the FA Panel discussed the benefits and financial
implications of the profits tax exemption proposal put forth by the
Administration. A Member referred to the proposal to abolish estate duty and
commented that it would only benefit the middle and the wealthy classes. The
Administration explained that the proposal sought to enhance Hong Kong’s
competitiveness as an asset management centre and reinforce its status as an
international finance centre.
8.
The Administration briefed Members on the initiatives to promote asset
management, including the proposal of abolition of estate duty at the special
meeting of the Finance Committee on 11 April 2005. A Member urged the
Administration to allocate adequate resources to strengthen work in these areas,
given the initiatives were vital to reinforce Hong Kong’s status as an
international finance centre and promote Hong Kong’s long term economic
development.

Other related information
9.
A number of written questions relating to the proposal to abolish estate
duty were raised by Members during the examination of estimates of
expenditure 2005-2006. These questions and the replies by the Commissioner
of Inland Revenue are in the Appendix.
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