03708 ‘05 FRI 17:34 FAX +8532 2523 0130 THE DTC ASSN. @oo1

T2k 8 CB(2)1809/04-05(01)5F S 4 |
The DTC Association fc Paper No. CB(2)1809/04-05(01)

(The Hong Kong Association of Restricted Licence Banks and Deposit-taking Companies)
FRABAE (snamsemusResmtanie)

Unlt 2404, 24/F,, Bonhom Trade Cene, HELRURFEH 50 57

No. 5D Bonhorn Smond Ecsr, Sheung Won, Hong Kong. OBt 24 {1 2404 2

Tel: 2526 4079 Fax: 2523 0180 MEE - 2526 4079 {HE : 2523 0180

E-moail: drea@dico.omg.hk HomePage: hipitfwww.dico.org.hk WFEH : dea@dicaorgbk  FH ¢ hup:fwww.dies.org.hk
Our Ref - 2002/10 3" June, 2005 (Fri)
Your Ref.:
Miss Sharon Tong,

Clesk to Bills Commiitee on
Revenue(Abolition of Estate Duty) Bill 2005,
Legislative Council,
Legislative Council Building,
8 Jackson Road, Central, Hong Kong.

(Fax: 2309 Q775; pages faxed: 7)

Dear Miss Tong,

Legislative Council (LegCo) Deliberations on the
Revenue (Abolition of Estate Duty) Bill 2005
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We understand that the LegCo is deliberating on the captioned bill. Advocating the
abolition of Estate Duty has been one of the subjects of major concern to our Association. The
admiunistration has previously been in need of strong prompting from the private sector before
the last budget announcement by the Financial Secretary to abolish Estate Duty. Before that
budget announcement, we have long been in support of our Legislative Council Financial
Constituency representative Dr the Honourable David Li in his lobbying for abolition. We had
indeed, surveyed all our Association members and confirmed that it is the view of our industry
to wish for abolition.

Inthe light of this history, we would like to reiterate for the consideration of LegCo views
we have been advocating. We have written' to the administration as follows:-

QUOTE

In perhaps over simplistic tems, two-thirds of our members expressing views on this
issue believe that estate duty should be scrapped, period. None believes in maintaining
the status quo. Again, over 80% of those expressing views to us believe that the abolition of
estate duty will bring material benefit to Hong Kong's economy including additional deposit
and investment business for Al's, leading to increased employment within the industry.

We agree very much with the comments on the consultation document expressed by
our Legtslative Council (LegCo) Financial Constituency representative Dr the Honourable
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October, 2004 (Wed) to Mr M M Glass, Chairman of the Estate Duty Review
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DavidLi % " ... the document tends to highlight why changes should ot made ... yet is
misleading on the discriminatory nature of the duty, and silent on the scope of potential new
business that could be generated ... ” and that * ... only the unprepared pay estate duty, and
the rich are much less likely to be unprepared ... "

As to the document's being short on forward looking, our Chairman (Mr Cliff Forster)
has written separately’ to point out that, inter alia persisting in charging of estate duty will
make Hong Kong ill prepared to capture the business opportunities arising from the
implication of the European Union Savings Directive ("EUSD") as in contrast to Singapore.

as Dr Li pointed out “... estate duty normally accounts for about 0.7% of Government
revenue ... ". Put this in the context of the above two points that it is a tax on the
unprepared and on those with potential to be lured to locate their assets in say Singapore,
it is not a duty Government can have a rosy prospect on its future collection, Hence, we
would urge Government not to cling to this tax as it is a separately identifiable and
quantifiable revenue source and be bold to anticipate compensating gain for the economyand
thus indirectly also to Government collection even though these gains have not been
quantified at the moment,

UNQUOTE

Thank you for your kind attention,

Yours Sincerely

Pui-Chong LUND
Assaciation Secretary

Enclosures-
1. Dr David Li's letter of 9" August, 2004 to the Financial Secretary (2 pages)
2. Mr Ciiftf Forster's ietter of 22°¢ July, 2004 to the said Dr Li, who in turn has forwarded it the same
day to the Financial Secretary (3 pages)
[Total enclosure: 5 pages]

® His letter of 9% August, 2004 to the Financial Secretary a copy of which is herewith en-
closed for your ready reference.

? Letter of 22 July, 2004 to the said Dr Li, who in turn has forwarded it the same day to
the Financial Secretary. A copy is herewith enclosed for your ready reference.
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Chairman and Chief Executive
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9™ August, 2004
By Hand

The Honourable Henry Tang Ying Yen, GBS, Jp
Financial Secretary

Financial Secretary’s Private Office

12/F, West Wing

Central Government Offices

Hong Kong

I thank you for the letter from your administrative
assistant dated 28t July, 2004, and for forwarding me a copy
of the consultation document on review of Estate Duty. I am
very pleased to see that the consultation exercise is now
under way, and wish to thank you for taking the matter forward.

I had independently obtained a copy of the consultation
document on the day that it was released, and must admit tp

and silent on the Scope of potential new business that could
be generated should the duty be abolished. :

better-off segment of our society.” In fact, this 53% are very
likely middle class taxpayers, who have bpaid salary tax

. The Bank of Eat Asia, Limited XTHFTHMLT /
10 Des Voeux Road Central, Hong Kong BRPRMHND 0 )

Telephone Wi% (852) 2842 3200 E-mail & lidkp@hkbea.com Facsimile L (852) 2868 3238
Telex %% HX 73017 www.hkbea.com
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9™ August, 2004
The Honourable Henry Tang Ying Yen, GBS, Jp

Paragraph 16 also highlights two $1 billj
in 2002/03. It is very unlikel

repeated, given the fact that:
1) Banks are now very aggressively selling their wealth
management ‘services; : '
Z) Macau has abolished estate duty,
convenient offshore home for
may have,

on plus estates
Yy that such windfall wil} be

and provides a very
any cash a wealthy person

Despite this, no effort is made in the ¢

onsultation
document to estimate how mu

. ch estate duty revenue is currently
lost to legal tax avoidance arrangements, nor is any effort

made to estimate likely future trends. Government wants to-
leave the impression that it is the rich that Pay estate duty.
But that is not the case: only the unprepared Pay estate duty,
and the rich are much less likely to be unprepared,

-The review of other jurisdictions lacks concrete
that would allow relevant comparisons to be made.

examples
No effort is made to review whether other jurisdictions
are adjusting their approach to estate duty, and if so, why,

Paragraph 5 refers only to Government
and misleads the reader into thinking that
significant 4% share of Government income.
total income, one must refer to the table,
estate duty neormally accounts for about 0.7
revenue, a significantly lesser amount.,

capital revenge,
estate duty forms a
For the share of
and find that

¥ of Government

I trust the foregoing is sufficient to re

gister my -
disappointment regarding the consultation doc

ument .

Ao,
(Dt

C.c. Secretary for Financial Services and the Treaéury
- Secretary for Economic Development and Labour
b.c.c. The Secretary, HKAB

The Association Secretar ITC Association
The Manager, The Chinese’ Banks' Association

With warmest personal regards,
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22 Fuly 2004 (3 pages)
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B‘meﬂ:ﬂss)
Dr. David L3
Chairman & Chief Executive
The Bank of East Asla, Limited
IODIVOGRRMCHW :
HONG XONG '
Dear David,

Earopean Unien Savings Directive (“"EUSD")
Mymﬁn'mlmmlm.
Iwmﬁwm;wmdmymdmmdin;ofﬂmhqdmdmzusn:-

1-1 B will apply to st Buropem Union member states and their dopeadent teritod
mmmwmswmmus.nd&%&gm;*m"

12 I is scheduled to come into effe igi '
- 20053 umlmzoos(pummdﬁumﬂnomanyphmad

1.4 Persons affeoted ﬂl!EUSD i
e by | (a.g.depummhnldm)mayalmwnhueofﬁe

() thoy may vpt o bewe withholding tax deducted 2t sonrce the ' ’"
mm&:mwmmmwmmmasﬁmmm

m)mmmmm;nmmmmmmmmwmm

onhh&mmwmmnmwh@hﬁﬁﬁonhwmm:dﬁmh

Somsof the affects of the EUSD wilf be:-
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2.1_Puumv[hom_lgddmofmdboldbmkmdothtmnﬁ&iuﬁmﬁm’uﬁeed

W-mpmmsmwm'wmmmm Sinanctal
!nmnmomiocmdi_n other Jurisdictions, nqwummwmmﬁm

3-3hﬂnvﬁzhnvtwthmplehmvuymmﬁm lncluding Bebility m-m-.
mmmmmqumﬁ-ammdmmwhﬁmh&w;
_ ,Ihuepaoplewﬂlﬂsobelooﬁngmmmmyopﬁd.ﬂuhﬁdpm

mmomwhichmbmdinimisdidmwaicb:

(=) lrepollﬁullymdwmom'wlyluble;

(®) havanoa:dumcumdmuicdans;

() are leading finandial centres;

()] u:ne‘Maneandﬂhhadandrﬁﬁﬂﬂniqndlwinnns

(¢) bwve & high quality baaking systee;

() mmw«rmw

) nﬂknuddcrmgenfnamp-ﬁ&nﬁnmda!produmudmﬁnu;
() hmlowutuofloaltaminnoninmmlmnm:;

@ hvenoorvuylowmesofelmduqr.

:l‘hnbenﬁduiudmnmml&m IrﬁcipaﬁngMareﬂkdymheﬁumﬁal

Shmmmeuulld:ubowwhsi;ndmﬂmgm .

: c t t B except for the last one, think,
mwmmmhhswmmmmnmm.
mmwummmmmmmmmgwmmme

o be seen to encourags tax evasi i
of ot plap g 8 mon(sg?.lﬂ&ow). Hsenmduzyrmnehﬂmgmsdou.

The above is not an exhaust) is of i i '
Ao y‘cv;gmﬁﬂ?mnmmhpﬂaum&tﬂmhghul

A,

17145 +852 D823 A18A a7

@006 -

P.g3

'



03706 '05 FRI 17:37 FAX +852 2523 0180 THE DTC ASSN. [doo7
P

©3-AUG-2084 16:28 ;
¢ e .. P.p4

¥ Lloyds TSB

k|

1 am happy fir you to shars the contents of this lett
otherwise it should be treated as confidential o with members of the Govemment but

- Thope that you find this helpdil,
Kind regards.

Yours sincerely,

Regional Director
CRF/xt

OTC. den
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