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Dear Sirs,

Submission to the Bills Committee on the Inland Revenue (Amendment) (No. 4)
Bill 2015

The Asia Securities Industry & Financial Markets Association (ASIFMA!) welcomes the
opportunity to make a submission to the Bills Committee in relation to the Inland Revenue
(Amendment) (No. 4) Bill 2015 (Bill).

We have had the benefit of reading the submission prepared by the Capital Markets Tax
Committee of Asia (“CMTC”, oo )& AR HIEM %2 B ®) dated 20 January 2016 (“CMTC
Submission”) and concur with the views and concerns expressed in that submission.

Accordingly, with the approval of CMTC, we append the CMTC Submission as part of this
letter and respectfully request that the Bills Committee consider the comments in that
submission as also being the submission of ASIFMA. In particular, having regard to the
concerns raised in the CMTC Submission, ASIFMA requests:

1) Section 17G to be extracted from the Bill for proper consultation with stakeholders;

2) Section 17H to be amended to clearly reflect the legislative intent that section 17E
does not affect the application of the arm’s length principle in other circumstances;

3) Section 17F to be amended to clarify that the deductibility of interest on regulatory
capital securities (RCS) is only limited to the extent that it is not funded externally

! ASIFMA is an independent, regional trade association with over 90 member firms comprising a diverse range of
leading financial institutions from both the buy and sell side, including banks, asset managers, professional service
firms and market infrastructure service providers. Together, we harness the shared interests of the financial industry
to promote the development of liquid, deep and broad capital markets in Asia. ASIFMA advocates stable, innovative,
competitive and efficient Asian capital markets that are necessary to support the region’s economic growth. We drive
consensus, advocate solutions and effect change around key issues through the collective strength and clarity of one
industry voice. Our many initiatives include consultations with regulators and exchanges, development of uniform
industry standards, advocacy for enhanced markets through policy papers, and lowering the cost of doing business in
the region. Through the GFMA alliance with SIFMA in the United States and AFME in Europe, ASIFMA also
provides insights on global best practices and standards to benefit the region.



and to allow RCS to be held by or for the benefit of specified connected persons for
bona fide commercial reasons (e.g. where RCS is underwritten by a specified
connected person);

4) Section 17A should be amended by permitting regulatory capital instruments
containing compulsory “convertibility” and “discretionary” terms under Basel III
standards to be qualified as RCS under the Bill;

5) Sections 15(1)(ia) and 15(1)(la) to be removed from the Bill in order not to contradict
the good intention of promoting Hong Kong as a corporate treasury centre through
offering half-tax rate incentives to corporate treasury centre activities and allowing
deductions on intra-group group borrowings.

* * * * * *

If you would like to discuss anything contained in this submission, we would appreciate the
opportunity to do so. Please do not hesitate to contact Patrick Pang, Managing Director and
Head of Fixed Income & Compliance of ASIFMA, at ppang@asifma.org or +852 2531 6520.

Yours sincerely,

L gz

Mark Austen
Chief Executive Officer
ASIFMA

Enc.

Appendix: CMTC Submission dated 20 January 2016
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