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International school places

Dr Hon Kenneth CHAN Ka-lok (Oral reply)

It has been reported that the Government plans to
resume the site where the International Montessori
School (“IMS”) is situated for development of a youth
hostel, and that the relocation of IMS may reduce the
existing number of international school places.
Regarding the relocation of IMS and the policy on
international schools, will the Government inform this
Council:

(@) of the Government’s specific plan to resume the
aforesaid site; whether the Government will
provide assistance to IMS, its teachers and
students as well as the parents; if it will, of the
details; given that IMS had moved three times in
the past decade or so, whether the Government
will assist IMS in developing a permanent
campus; if it will, of the details; if not, the
reasons for that;

(b) of the number of foreign students in the past
three years who needed to study at international
schools but went to local schools due to a
shortage of international school places; whether
the Government will adopt some short-term and
transitional measures to assist students who
cannot secure international school places in the
near future in tackling their learning difficulties;
If it will, of the details; if not, the reasons for
that; and

(c) given that some parents have pointed out that
the shortage of international school places at
present directly affects the desire of overseas
talents and investors to develop their career and
make investments in Hong Kong, whether the
Government will honour the Chief Executive’s
pledge in his manifesto by formulating a
specific policy on increasing international



school places; if it will, of the specific details of
the policy; if not, the reasons for that?
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Review of section 39E of the Inland Revenue Ordinance

Dr Hon LAM Tai-fai (Written reply)

The Chief Executive (“CE”) has indicated in his
election manifesto that “[w]e will support Hong Kong
manufacturers in restructuring their business model to
tap the domestic market on the Mainland”, and “will
actively consult with Mainland authorities to help Hong
Kong enterprises on the Mainland to resolve the
problem of increased taxation costs arising from
business restructuring”.  In the Inauguration Ceremony
of the Government held on 1 July 2012, CE also said
that “[w]e fully recognize the contribution to our
economy by Hong Kong businesses operating on the
Mainland and will continue to support their
restructuring and upgrading”. In this connection, will
the Government inform this Council:

(@) of the specific measures or plans to honour CE’s
aforesaid pledges;

(b) whether the problems of increased taxation costs
arising from the restructuring of Hong Kong
businesses on the Mainland include the problem
of Hong Kong enterprises engaged in import
processing trade not being able to obtain
depreciation allowance in Hong Kong for
machinery and plants made available for use by
mainland enterprises because of section 39E of
the Inland Revenue Ordinance (Cap.
112)(*section 39E™); if so, how this problem can
be solved; if not, of the reasons for that;

(c) as the authorities have said that there are
practical difficulties in relaxing the restriction
imposed by section 39E, which include whether
the machinery or plant used on the Mainland
was producing profits chargeable to tax in Hong
Kong, whether it is used for the manufacturing
of goods sold solely to the Hong Kong
enterprise, whether the machinery or plant has
been sold, and whether depreciation allowances
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of the same machinery or plant have been
claimed by other enterprises, etc., whether the
Government will discuss with the relevant
mainland authorities to resolve such practical
difficulties; if it will, of the details; if not, the
reasons for that;

as both the Secretary for Financial Services and
the Treasury and the Secretary for Commerce
and Economic Development of the Government
of the last term indicated that there were no
justifiable grounds to relax section 39E, whether
the Government of the current term will review
afresh section 39E; if it will, of the details; if
not, the reasons for that;

given that the Government of the last term
refused to accept the recommendation put
forward by the Joint Liaison Committee on
Taxation on section 39E, whether the
Government of the current term will consider
accepting the recommendation; if it will, of the
details; if not, the reasons for that;

whether CE has made enquiries to or followed
up with any government department on issues
involving section 39E; if he has, of the details; if
not, the reasons for that;

whether the government departments concerned
have relayed truthfully and objectively to CE the
views on section 39E of the local industrial and
commercial sectors, the accounting trade and tax
experts; if they have, of CE’s response; if not,
the reasons for that;

whether the government departments concerned
have truthfully explained to CE why the
authorities have all along not consulted the
Department of Justice or other members of the
legal profession on the interpretation of section
39E; if they have, of CE’s response; if not, the
reasons for that;
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as the authorities have indicated that relaxation
of section 39E might lead to tax avoidance
loopholes, whether the Government of the
current term has carefully assessed the
possibility of the emergence of the so-called tax
avoidance loopholes and their impact; if it has,
of the details; if not, why the authorities have
said so; and

as the authorities have indicated that they have
to take into account the overall interests of Hong
Kong and all the taxpayers in making each and
every policy decision, whether the Government
has assessed the contribution to be brought to
the overall interests of Hong Kong by amending
section 39E; if it has, of the details; if not, the
reasons for that?



