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CB(1)2112/09-10(02)

Subject

Date(s) of
relevant
meeting(s)

Follow-up actions

Outcome

Impact of duty-free
cigarettes on tax
revenue

Members of

the Bills Committee on Dutiable

Commodities (Amendment) Bill 2009 expressed concern
that the tobacco duty rate increase might lead to upsurge
in the sale of duty-free cigarettes, which would reduce tax
revenues. The Administration was requested to provide
information on sales figure of duty-free cigarettes and the
duty potential of the duty-free cigarettes sold within six

months to one year after enactment of the Bill.

The

matter was referred to the Panel on Financial Affairs for
follow-up.

Response awaited.

Depreciation allowances
In respect of machinery
and plants under "import
processing"
arrangements

14 December
2009

(@

To facilitate the Panel's understanding of the impact
of the application of section 39E on Hong Kong
enterprises providing machinery or plants for use by
Mainland enterprises under "import processing"
arrangements, the Administration was requested to
provide information on the number of tax
assessment cases in the past few years where Hong
Kong enterprises had been denied depreciation
alowances pursuant to the above-mentioned
provision (including but not limited to the number of
cases where the enterprises concerned had raised

For (a), response awaited

For (b), the Administration's
response was circulated to
members vide LC Paper No.

CB(1)1371/09-10(02)
11 March 2010.

on
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objections to the assessments).

(b) The Administration was requested to respond to the
following motion passed by the Panel:

(D) BeEll— PRy AR BACHE S (e S E N 5
AUBSPR O TR E (WiERE ) FrE=RaiTeE
ERAH - DI i T R S B T R A A 1
ERBEMUS L MBI B

(2 (1ZibsEEs A (BRG] ) 55 39E fRIAi A R
R E BT R ARSI RN - DU

() ILRIEEN ARSI - IR EIRE DR
K AE PR 39E bk » BERSCHLRF IS » i op TR A
A3 - IR BRI A
FEFMIE e - "

(Tranglation)
"That this Panel urges the Government to:
(1) change the broad-brush approach adopted for

granting depreciation allowances to Hong Kong
enterprises in respect of their machinery or plants




-3-

Subj ect

Date(s) of
relevant
meeting(s)

Follow-up actions

Outcome

(including moulds) used in the Mainland, as such
approach renders some local enterprises with no tax
avoidance intention or acts unable to claim such
allowances, and hence paying more taxes;

(2) cease invoking section 39E of the Inland Revenue
Ordinance incorrectly for recovery of taxes from
Hong Kong enterprises with no tax avoidance
intention or acts; and

(3) activate immediately the relevant mechanism for
legislative revision to review and amend section 39E
according to actual circumstances, in order to
modernize the provision and avoid impacting on the
blameless enterprises and hindering their upgrading
and restructuring processes, which will in turn affect
the economic development and employment
opportunitiesin Hong Kong."

Review of notification
and appeal system for
disclosure of
information under
comprehensive
avoidance of double
taxation agreements

29 December
2009 (date of
referral from
Bills
Committee)

As requested by the Bills Committee on Inland Revenue
(Amendment) (No. 3) Bill 2009, the Administration will
report to the Panel on Financial Affairs on the
effectiveness of the proposed notification and appea
system for disclosure of information under comprehensive
avoidance of double taxation agreements 18 months after
implementation.

Response awaited
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Legidative proposals to 4 January | In relation to a member's concern that the proposal to | Response awaited
enhance the efficiency 2010 empower the Board of Review to give pre-hearing
of the existing tax directions and to sanction non-compliance may have
appeal mechanism undue effects on taxpayers in seeking tax appeals, the
Administration was requested to substantiate its legislative
proposal when that is introduced into the Legidative
Council by including the following information:
(i) the number of hearings of the Board which had
been deferred due to late submission of
documents; and
(if) the number of wasted days of the Board resulting
from the late submission of documents.
Consultation on the | 3May 2010 | In relation to a member's concern about setting the | The Administration's
proposed statutory maximum fine at $8 million as one of the civil sanctions | response was circulated to
codification of certain that might be imposed on those breaching the disclosure | members vide LC Paper No.
requirements to disclose requirements, the Administration was requested to provide | CB(1)2094/09-10(01) on
price sensitive information on the fines imposed in the convicted criminal | 31 May 2010.
information by listed cases instigated under the Securities and Futures
corporations Ordinance (SFO) (Cap. 571) since its enactment in 2003.
Legidative proposals to | 3May 2010 | (&) To address a member's concern about the protection | The Administration's

transfer the
authorization of offering
documentation in
relation to structured

for investors of structured financial products, the
Administration was requested to provide
information, in tabular form, on how the proposed
transfer of the authorization of offering

response was circulated to
members vide LC Paper No.
CB(1)2094/09-10(02) on
31 May 2010.
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products from the documentation in relation to structured products
Companies  Ordinance from the Companies Ordinance (CO) (Cap. 32) to
(Cap. 32) to the the SFO would strengthen protection for investors.
Securities and Futures
Ordinance (Cap. 571) (b) In connection with a member's concern about the
safe harbour arrangements, the Administration was
requested to explain in detail the changes to the safe
harbour arrangements upon the transfer of the
authorization regime from CO to SFO, and under
what circumstances the exemptions under SFO
would be applicable after the transfer.
Isamic  finance - | 3May 2010 | In relation to a member's concern about the interim | The Administration's
proposed amendments arrangements pending the implementation of the proposed | response was circulated to
to the Inland Revenue legidlative amendments, the Administration was requested | members vide LC Paper No.
Ordinance (Cap. 112) to provide information on the number of past applications | CB(1)1902/09-10(01)  on
and Stamp Duty seeking exemption of payment of profits tax, property tax | 14 May 2010.
Ordinance (Cap. 117) and stamp duty for Sukuk issuance and transactions under
the administrative mechanisms available under section 87
of the Inland Revenue Ordinance (Cap. 112) and section
52 of the Stamp Duty Ordinance (Cap. 117), and the
results of those applications.
Eight Finance | 20 May 2010 | In relation to a member's concern about the EFIC's | Response awaited
Investment  Company investment, the Hong Kong Monetary Authority (HKMA)
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Limited (EFIC)

was requested to provide information about the investment
strategy, investment portfolio and investment returns of
the EFIC.

9. Exchange Fund

20 May 2010

In relation to a member’'s concern about the investment
income of the Exchange Fund, the HKMA was requested
to provide information about the investment income of the
Exchange Fund for the first quarter of the years from 2007
to 2010. The information should be itemized as per
pages 59 and 60 of the HKMA's briefing paper for the
meeting. HKMA was also requested to include, in its
future briefings to the Panel, such itemized information
about the investment income of the Exchange Fund for the
same quarter of the previous three years.

Response awaited

10. Financia affairs matters
under the Framework

Agreement on
Kong/Guangdong
Co-operation

Hong

20 May 2010

(@ In relation to a member's concern about the very
high asset requirement for Hong Kong insurance
companies to enter the Mainland market, the
Administration was requested to report the progress
of the discussion with the Chinese Insurance
Regulatory Commission on lowering the threshold
as soon as possible, and on a half-yearly basis.

(b) To address a member's concern about enforcement
against insider trading activities committed outside
Hong Kong, the Administration was requested to
provide information regarding the arrangements
between the Hong Kong regulatory bodies and

Response awaited
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relevant Mainland/overseas  authorities  in
investigation of insider trading activities undertaken
outside Hong Kong in relation to securities listed in
the Stock Exchange of Hong Kong.
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3 June 2010




