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LEGISLATIVE COUNCIL BRIEF 

Inland Revenue Ordinance  
(Chapter 112) 

INLAND REVENUE (AMENDMENT)  
(MINIMUM TAX FOR MULTINATIONAL ENTERPRISE 

GROUPS) BILL 2024 
 
 
INTRODUCTION 
 
 At the meeting of the Executive Council on 17 December 2024, the 
Council ADVISED and the Chief Executive ORDERED that the Inland Revenue 
(Amendment) (Minimum Tax for Multinational Enterprise Groups) Bill 2024 
(“the Bill”) at Annex A should be introduced into the Legislative Council 
(“LegCo”) to amend the Inland Revenue Ordinance (Cap. 112) (“IRO”). 
 
 
JUSTIFICATIONS 
 
Global minimum tax 
 
2. In July 2021, Hong Kong joined more than 130 jurisdictions (including 
the Mainland1) in accepting a two-pillar solution announced by the Organisation 
for Economic Co-operation and Development (“OECD”) to tackle base erosion 
and profit shifting (“BEPS”) risks arising from the digitalisation of the economy 
(commonly known as “BEPS 2.0”).   
 
3. Under Pillar Two of the BEPS 2.0 package, a global minimum tax of 
15% will be imposed on multinational enterprise (“MNE”) groups with annual 
consolidated revenue of EUR 750 million or above (i.e. “in-scope MNE groups”) 
through two interlocking rules, namely –  
 

(a) the Income Inclusion Rule (“IIR”) will impose top-up tax on the 
parent entity of an in-scope MNE group in respect of its 

                                                 
1 The Mainland has yet to announce the implementation timetable. 

    A   
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constituent entities which are taxed at an effective tax rate (“ETR”) 
below 15% (i.e. low-taxed constituent entities) outside the 
jurisdiction where the parent entity is located; and 

 
(b) the Undertaxed Profits Rule (“UTPR”) will serve as a backstop to 

ensure that all top-up tax is charged where any of such tax is not 
brought into charge under IIR. 

 
The two rules are together referred to as the Global Anti-Base Erosion (“GloBE”) 
rules.  They seek to ensure that in-scope MNE groups pay a minimum tax of 
15% in respect of the profits derived from every jurisdiction in which they operate, 
thereby reducing the incentive for large MNE groups to shift profits to low- or 
no-tax jurisdictions to reduce tax.  It also places a floor under tax competition, 
where jurisdictions lower their corporate income tax rates to compete for capital 
and investment. 
 
4. The GloBE rules allow jurisdictions to introduce their own qualified 
domestic minimum top-up tax (“QDMTT”) based on the GloBE mechanics.  A 
low-tax jurisdiction has the first priority to collect the top-up tax in respect of the 
low-taxed constituent entities in its own jurisdiction if it has implemented its own 
QDMTT; otherwise, it will be collected by another jurisdiction through the 
imposition of IIR or UTPR.   
 
5. In order to fulfil Hong Kong’s international obligation to tackle cross-
border tax evasion and safeguard our taxing rights, we need to implement the 
global minimum tax in accordance with the policy framework promulgated by 
OECD, as well as a QDMTT, namely the Hong Kong minimum top-up tax 
(“HKMTT”) for collecting top-up tax from in-scope MNE groups in Hong Kong.  
We will also introduce relevant changes to Hong Kong’s tax administration 
regime. 
 
Need for implementation in 2025 
 
6. As an international financial centre and a responsible member of the 
international community, Hong Kong has all along been supportive of global 
efforts to enhance tax transparency and combat tax evasion.  The Financial 
Secretary (“FS”) announced in the 2024-25 Budget that Hong Kong would apply 
the global minimum tax rate of 15% to in-scope MNE groups and introduce the 
HKMTT from 2025 onwards (i.e. an accounting period beginning on or after 1 
January 2025).  Our considerations for this implementation timeline are as 
follows –  
 

(a) many comparable jurisdictions have already enacted or are in the 
course of putting in place legislation to implement the global 
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minimum tax or their QDMTT from 2024 or 20252.  Therefore, 
Hong Kong needs to implement them in 2025 in order not to cede 
our taxing rights to others; 
 

(b) implementing the global minimum tax and HKMTT in Hong 
Kong will not affect our competitiveness; rather it provides an 
opportunity to reinforce our position as a favourable business 
destination.  Delaying their implementation in Hong Kong will 
risk losing out on business opportunities, as MNE groups may 
choose to relocate to jurisdictions that have already established the 
relevant tax framework and thereby provide tax certainty; 
 

(c) when engaging our stakeholders, we understood that the potential 
in-scope MNE groups have made preparations for implementing 
the global minimum tax and HKMTT from 1 January 2025 after 
FS announced the timeline in the 2024-25 Budget.  Any deferral 
may be criticised by them for disturbing their work plans, making 
them incur unnecessary expenses and creating tax uncertainty; and 
 

(d) the implementation of HKMTT might bring to the Government an 
additional revenue of about $15 billion per year from 2027-28 
onwards.  Such taxing right will be lost to other jurisdictions if 
we do not legislate on it in a timely manner. 

 
Guiding principles of implementation 

 
7. The Government will adhere to the following guiding principles when 
implementing the GloBE rules and HKMTT so as to uphold our tax 
competitiveness – 
 

(a) they will only be applied to in-scope MNE groups in Hong Kong.  
Individual taxpayers, purely domestic groups, small and medium 
enterprises as well as excluded entities 3  as defined under the 
GloBE rules will not be subject to the global minimum tax and 
HKMTT; 

 
                                                 
2  For example, Australia, Canada, the European Union, Japan, the Republic of Korea, Singapore, 

Switzerland and the United Kingdom have enacted or are in the course of putting in place such 
legislation. 

3  Excluded entities cover a government entity, an international organisation, a non-profit organisation, 
a pension fund, an investment fund that is an ultimate parent entity (“UPE”), and a real estate 
investment vehicle that is a UPE.  Entities owned by excluded entities may also be excluded 
provided that certain conditions are met. 

 



- 4 - 
 

(b) we will continue to apply the territorial source principle of 
taxation outside the context of the GloBE rules4; 
 

(c) we will uphold Hong Kong’s simple, certain and low-rate tax 
regime; and  

 
(d) we will minimise the compliance burden of the in-scope MNE 

groups. 
 
Proposed regime for implementing the GloBE rules and HKMTT 

 
8. To implement the GloBE rules in Hong Kong, we propose to amend IRO 
by directly incorporating the GloBE Model Rules promulgated by OECD, which 
set out the detailed terms of global minimum tax, with limited and necessary 
adaptations as far as practicable.  Based on the commentaries and administrative 
guidances (“AGs”) issued by OECD, provisions on safe harbours, HKMTT and 
tax administration (“other GloBE-related provisions”) will also be included in 
IRO.  We propose that the commentaries and AGs be given effect to in a way 
that supplements, and clarifies the interpretation and operation of, the GloBE 
Model Rules as incorporated, and the other GloBE-related provisions (“GloBE 
regime”).  This will ensure that the GloBE regime to be implemented in Hong 
Kong will be consistent with the internationally-agreed outcomes, and will be 
seen as qualified rules by OECD.  It also helps provide tax certainty by adhering 
to the integral features of our tax system, including tax collection, penalty 
provisions, the objection and appeal mechanism, etc.  
 
9. Our GloBE regime needs to keep abreast of such commentaries and AGs, 
as issued by OECD from time to time, which aim to promote a consistent and 
common interpretation of the GloBE rules and facilitate coordinated outcomes so 
as to provide certainty for MNE groups.  Given their technical nature and the 
dynamics of the international rules, we propose that changes to such 
commentaries and AGs be incorporated into IRO through subsidiary legislation 
made by the Secretary for Financial Services and the Treasury (“SFST”) in future 
so as to allow swift adoption. 
 
10. The Inland Revenue Department (“IRD”) has consulted the OECD 
Secretariat on certain technical issues and incorporated their advice into our 
legislative framework as far as practicable.  We are reasonably confident that 

                                                 
4  Under HKMTT, top-up tax may be imposed on Hong Kong constituent entities of in-scope MNE 

groups with respect to income derived outside Hong Kong, which is generally not chargeable to 
profits tax under our territorial source principle of taxation.  Such a slight deviation from our 
traditional principle would be inevitable if we are to safeguard our taxing right on income of Hong 
Kong constituent entities, or else such right may be ceded to other jurisdictions under the GloBE 
rules. 
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our proposed regime can meet OECD’s standards.  The key elements of the 
legislative proposal are set out in the ensuing paragraphs.  
 
(i) In-scope MNE groups 
 
11. Following the GloBE Model Rules, the GloBE rules and HKMTT will 
only be applied to in-scope MNE groups reaching the revenue threshold of EUR 
750 million in at least two of the four fiscal years immediately preceding the 
current fiscal year.   
 
(ii) Top-up tax 
 
12. The rate of top-up tax payable by an in-scope MNE group in respect of 
its low-taxed constituent entities in a jurisdiction will be the difference between 
the ETR in that jurisdiction and the minimum rate of 15%. 
 
(iii) Location of an MNE entity 
 
13. It is important to determine whether an entity is located in Hong Kong 
for the purpose of collecting top-up tax.  Under the GloBE rules, an entity is 
located where it is a tax resident or was created.  Since Hong Kong adopts the 
territorial source principle of taxation and does not impose tax based on an 
entity’s residence, IRO does not contain a definition of “resident” for general 
purposes.  In order to ensure that entities incorporated or constituted in Hong 
Kong as well as those managed or controlled in Hong Kong can be regarded as 
located in Hong Kong for the purposes of the GloBE rules and HKMTT, we will 
introduce a definition of “Hong Kong resident entity” for general purposes of 
IRO.  This aligns with the approach commonly adopted by other jurisdictions.  
We propose to provide that an entity is a tax resident in Hong Kong if –  
 

(a) where an entity is a company – the entity is incorporated in Hong 
Kong or, if incorporated outside Hong Kong, normally managed 
or controlled in Hong Kong; or 
 

(b) in any other case – the entity is constituted under the laws of Hong 
Kong or, if otherwise constituted, normally managed or controlled 
in Hong Kong. 

 
The above definition will take retrospective effect from 1 January 2024.  This 
allows an entity that falls within the definition to be regarded as located in Hong 
Kong throughout the fiscal year 2024, thereby minimising its exposure to top-up 
tax in other jurisdictions which have implemented the GloBE rules for an 
accounting period beginning on or after 1 January 2024. 
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(iv) Charging mechanism of GloBE rules 
 
IIR 
 
14. We will impose top-up tax through IIR on the ultimate parent entities 
(“UPEs”) of in-scope Hong Kong-headquartered MNE groups, or Hong Kong 
intermediate parent entities of foreign-headquartered MNE groups the UPEs of 
which are located in jurisdictions that do not implement IIR.   These parent 
entities will be charged top-up tax under IIR based on their ownership interests 
in their foreign low-taxed constituent entities.  We propose to implement IIR 
with effect from 1 January 2025. 
 
UTPR 
 
15. We propose to charge the UTPR top-up tax by way of an equivalent 
adjustment in the form of an additional tax5.  The UTPR top-up tax allocated to 
Hong Kong will be charged on Hong Kong constituent entities of an MNE group, 
based on the respective proportion of the employee headcount and the value of 
tangible assets, unless the group designates one or more than one Hong Kong 
constituent entities to pay the UTPR top-up tax (see Annex B).   
 
16. Having regard to stakeholders’ feedback during the consultation and the 
position of other jurisdictions, we will implement UTPR on a date to be specified 
by SFST at a later stage.  The Government will consider all relevant factors, 
including the position of in-scope MNE groups operating in Hong Kong after the 
implementation of IIR and HKMTT, as well as the practice of other jurisdictions 
before deciding on the timeline for implementing UTPR6. 
 
(v) Design of the HKMTT 
 
17. IRO exempts various income, profits and gains (e.g. foreign-sourced 
profits, capital gains and dividends in general) from the charge to profits tax.  It 
also provides preferential tax regimes for specified business sectors (e.g. 
corporate treasury centres, ship leasing managers, etc.).  As a result, a number 
of in-scope Hong Kong-headquartered MNE groups and foreign-headquartered 
MNE groups may have ETRs below 15% in Hong Kong. 

                                                 
5  Apart from the equivalent adjustment approach, the GloBE rules provide that the UTPR 

may take the form of a denial of deduction for otherwise deductible expenses.  The 
equivalent adjustment approach ensures that a constituent entity which is liable to pay top-
up tax under UTPR for a fiscal year will have to incur a cash tax expense in the same amount 
as the UTPR top-up tax, regardless of its own tax position. 

6  Malaysia, Singapore and Switzerland will implement IIR and QDMTT first but defer UTPR 
to a later date. 

 

  B    
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18. We propose to implement HKMTT to bring Hong Kong constituent 
entities’ ETR up to 15% with effect from 1 January 2025.  Having considered 
stakeholders’ feedback during the consultation, we will exclude investment 
entities and insurance investment entities from the scope of HKMTT so as to 
preserve their tax neutrality.  
 
19. The design of HKMTT will meet the requirements of a QDMTT so that 
the top-up tax paid under HKMTT is creditable against the top-up tax imposed 
under the GloBE rules.  This will enable in-scope MNE groups to benefit from 
the QDMTT Safe Harbour, which deems the GloBE top-up tax payable by the 
group in Hong Kong as zero, thereby relieving the group from undertaking GloBE 
computation for Hong Kong and reducing its tax compliance burden7.   
 
(vi) Nature of top-up tax 
 
20. We propose to deem the top-up tax imposed in Hong Kong under the 
GloBE rules and HKMTT as profits tax.  Doing so will allow relevant tax 
administration mechanisms, such as tax collection, handling of objections and 
appeals, etc., currently under IRO to be applied to the top-up tax.  In-scope MNE 
groups could also ride on the mutual agreement procedure mechanisms under 
Hong Kong’s Comprehensive Avoidance of Double Taxation Agreements or 
Arrangements for resolving relevant cross-border disputes where applicable. 
 
(vii) Safe Harbours 
 
21. OECD has developed safe harbours to relieve MNE groups from 
performing full GloBE calculations when certain conditions are met.  Hong 
Kong will provide for the transitional Country-by-Country Reporting (“CbCR”) 
Safe Harbour, the transitional UTPR Safe Harbour, the QDMTT Safe Harbour 
and the Simplified Calculations Safe Harbour for non-material constituent entities 
(“NMCEs”) so as to reduce compliance burden for in-scope MNE groups.  
Details of the safe harbour rules are at Annex C.   
 
 

                                                 
7  In order to qualify for the QDMTT Safe Harbour, the QDMTT to be implemented by Hong 

Kong needs to meet three standards, namely: (a) the QDMTT Accounting Standard, which 
requires a QDMTT to be computed based on the UPE’s financial accounting standard or a 
local financial accounting standard subject to certain conditions; (b) the Consistency 
Standard which requires the QDMTT computations to be the same as the computations 
required under the GloBE rules except for mandatory variations or optional variations; and 
(c) the Administration Standard which requires the QDMTT jurisdiction to meet the 
requirement of an ongoing monitoring process similar to the one applicable to jurisdictions 
implementing the GloBE rules.  

  C    
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(viii) Tax compliance and administration, penalties and support for MNE 
groups 

 
22. To minimise the compliance burden of in-scope MNE groups, we 
propose to put in place a dedicated tax administration framework to consolidate 
the implementation of the GloBE rules and HKMTT.  It will cover requirements 
in relation to the filing of top-up tax returns and notifications, assessment and 
payment of top-up tax and penalty for non-compliance, etc.     
 
23. To ensure compliance, we propose to impose similar penalties for non-
compliance with the reporting and administrative requirements having regard to 
the existing penal provisions for profits tax (including services provided by a 
service provider), including the failure to file a top-up tax return or top-up tax 
notification, and wrongdoings in relation to incorrect return and notification, etc.  
Details of the tax administration framework are at Annex B. 
 
24. IRD has set up a dedicated team to provide technical support and answer 
enquiries with regard to BEPS 2.0.  It will also publish its guidance note on 
various implementation issues that are of common interest to in-scope MNE 
groups on its website to help taxpayers ascertain their tax liabilities and provide 
greater tax transparency to facilitate compliance. 
 
Effects on Hong Kong’s competitiveness 
 
25. While the global minimum tax will level the corporate tax playing field, 
it should not affect Hong Kong’s competitive advantages.  Hong Kong’s 
headline profits tax rate at 16.5% remains very competitive internationally.  Our 
simple and transparent tax regime, which has all along been well received by 
investors and businesses, will also be maintained.  In the post-BEPS 2.0 era, 
different tax jurisdictions will focus on minimising the tax compliance burden on 
in-scope MNE groups.  We will ensure that the global minimum tax and 
HKMTT are administered in an efficient and facilitating manner. 
 
26. In addition, given that major economies have generally indicated 
acceptance of the BEPS 2.0 package, MNE groups would find it difficult to 
escape its effect globally.  In fact, Pillar Two of BEPS 2.0 can reduce harmful 
competition through lowering the corporate profits tax among jurisdictions.  
Jurisdictions will now have to attract businesses through other means.  This will 
be advantageous to Hong Kong as we are renowned for a number of unique edges 
such as the convergence of China advantage and global advantage, excellent 
connectivity, modern infrastructure, an independent judiciary, high government 
efficiency, ease of obtaining financing, quality talent pools, safe public order, the 
East-meets-West vibe, etc.   
 

  B    
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OTHER OPTIONS  
 
27. We must amend IRO in order to give effect to the above proposals.  
There is no other viable option. 
 
 
THE BILL 
 
28. The main provisions of the Bill are as follows –   
 

(a)  Clause 8 adds a new Part 4AA (new sections 26AD to 26AH) to 
IRO; 

 
(b) the new sections 26AD and 26AE introduce Schedules 60 to 63 to 

IRO; 
 
(c) in Schedule 60 –  
 

(i)  Part 1 mainly reproduces the GloBE Model Rules with 
certain amendments made by OECD; 

 
(ii) Part 2 contains short local provisions on UTPR; and 
 
(iii) Part 3 provides for the transitional and permanent safe 

harbours; 
 
 (d) Schedule 61 contains the provisions for charging a domestic 

minimum top-up tax; 
 
 (e) Schedule 62 contains the provisions on the administration of the 

IIR and UTPR top-up taxes and HKMTT including –  
 

(i)  requirements for the filing of returns and notices and 
provision of information relevant to the determination of 
liability for any top-up taxes; and  

 
 (ii) provisions modifying provisions of IRO in their   

application in relation to any top-up taxes; and 
 
 (f) Schedule 63 lists out the OECD commentaries and AGs. 
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LEGISLATIVE TIMETABLE 
 
29. The legislative timetable is as follows –  
 

Publication in the Gazette 
 

27 December 2024 

First Reading and commencement 
of Second Reading debate 
 

8 January 2025 

Resumption of Second Reading 
debate, committee stage and Third 
Reading 

to be notified 

 
 
IMPLICATIONS OF THE PROPOSAL  
 
30. The proposal is in conformity with the Basic Law, including the 
provisions concerning human rights.  The proposal will not affect the binding 
effect of the existing provisions of IRO and its subsidiary legislation.  The 
economic, financial and civil service implications of the proposal are set out in 
Annex D.  It has no environmental, gender, family or productivity implications, 
and no sustainability implications other than the economic implications. 
 
 
PUBLIC CONSULTATION 
 
31. We conducted a consultation exercise from 21 December 2023 to 20 
March 2024.  A total of 19 engagement sessions were held with the relevant 
stakeholders during and after the consultation period.  We received written 
submissions from 26 respondents who were mainly from business chambers, 
professional bodies, tax professionals, MNE groups, etc.  There is broad support 
for the Government to implement the global minimum tax and HKMTT from 
2025 onwards so as to safeguard Hong Kong’s taxing rights.  We have carefully 
considered the respondents’ comments and largely taken on board their views on 
the implementation timeline of UTPR, design of HKMTT as well as issues in 
relation to tax administration and compliance when finalising the Bill.   
 
32. We briefed the LegCo Panel on Financial Affairs (“the Panel”) on the 
legislative proposal on 5 February 2024.  Members were generally supportive.  
An information paper summarising the feedback received and the Government’s 
follow-up was issued to the Panel in late October 2024.  We also shared the 
paper with stakeholders whom we invited to express views during the 
consultation exercise. 
 

  D    
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PUBLICITY 
 
33. We will issue a press release on 27 December 2024.  A spokesperson 
will be available to answer media and public enquiries.   
 
 
BACKGROUND 
 
34. The BEPS 2.0 package was announced by OECD in July 2021 to ensure 
a fairer distribution of taxing rights in respect of profits of large MNE groups and 
to set a global minimum tax rate.  As of 28 May 2024, 142 jurisdictions have 
accepted the BEPS 2.0 package.   
 
 
ENQUIRIES 
 
35. Enquiries on this Brief can be addressed to Mr Ian Chin, Principal 
Assistant Secretary for Financial Services and the Treasury (Treasury), at    
2810 2317. 
 
 
Financial Services and the Treasury Bureau 
December 2024 
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Annex B 
 

Tax Administration Framework 
 
 
 To ease compliance burden, the reporting and administrative 
requirements of the GloBE rules and HKMTT will be aligned as far as practicable.  
The key elements of the tax administration framework are set out below.  We 
will also ride on certain administrative provisions of IRO, with necessary 
modifications, to deal with objection and appeal procedures, collection and 
recovery of tax, etc., for the purposes of the GloBE rules and HKMTT. 
 
Filing of top-up tax return 
 
2. We propose that each Hong Kong constituent entity of an in-scope MNE 
group be required to furnish a single top-up tax return for the purposes of the 
GloBE rules and HKMTT (“top-up tax return”) in a prescribed manner and form 
no later than 15 months after the last day of the reporting fiscal year.  The filing 
deadline for the first transition year of any constituent entities of the MNE group 
is extended to 18 months.  The top-up tax return will include information 
required in the standardised GloBE Information Return (“GIR”)1.  Hong Kong 
constituent entities of an in-scope MNE group will be relieved from the obligation 
to file the GIR information if such information is filed in a jurisdiction that will 
be able to exchange GIR information with Hong Kong under a qualifying 
competent authority agreement. 
 
3. To provide flexibility for filing of returns, we propose to allow an in-
scope MNE group to designate one Hong Kong constituent entity (“designated 
local entity”)2 to file the top-up tax return to IRD such that all other Hong Kong 
constituent entities of the group will be relieved from their filing obligation.  
The designated local entity will need to be appointed annually and remain valid 
in respect of the reporting fiscal year concerned.  
 
Filing of top-up tax notification 
 
4. We propose that each Hong Kong constituent entity of an in-scope MNE 
group will be required to file an annual notification (“top-up tax notification”) 
relating to its obligations of filing top-up tax return in a prescribed form and 
                                                 
1  Under the GloBE rules, each constituent entity of an in-scope MNE group is required to file a 

standardised GIR containing the group’s general information, corporate structure, safe harbour 
election, ETR computation on a jurisdictional basis, top-up tax calculation and attribution, etc., in 
the jurisdiction where the entity is located. 

   
2  The designated local entity should be UPE or a Hong Kong constituent entity to which UPE 

undertakes to provide essential information for complying with the filing obligation.   



 
- 2 - 

 

manner.  The top-up tax notification is required for notifying IRD that an MNE 
group has come within the scope of the global minimum tax and HKMTT, as well 
as identifying the entity and jurisdiction from which Hong Kong will receive the 
GIR and the local entities for which the obligation to file the top-up tax return 
will be lifted when certain conditions are met.  We will require a top-up tax 
notification to be filed within six months after the last day of the reporting fiscal 
year.  Similar to the arrangement provided in paragraph 3 above, we will allow 
an in-scope MNE group to appoint one designated local entity to file a top-up tax 
notification so as to relieve other Hong Kong constituent entities from the filing 
obligation. 
 
Assessment and demand for top-up tax 
 
5. We propose that a notice of assessment and demand for top-up tax will 
be issued based on the information declared upon the filing of the top-up tax 
return.  No provisional top-up tax will be charged.  Having considered the 
feedbacks from stakeholders, the payment due date will be one month after the 
expiry of the return filing deadline or the date of the notice of assessment, 
whichever is the later. 
 
6. In accordance with the GloBE rules, the top-up tax under IIR will 
generally be charged on UPE3 .  In respect of UTPR or HKMTT4 , under the 
default allocation mechanism for top-up tax, each constituent entity will only be 
liable for its share of top-up tax.  To provide flexibility for payment of top-up 
tax, we propose to allow the group to designate one paying entity or more.  
However, if any of the designated paying entity does not pay the top-up tax 
payable, all Hong Kong constituent entities will be jointly and severally liable for 
the whole amount of top-up tax payable of the group. 
 
7. Having regard to the possible need for re-calculating an in-scope MNE 
group’s top-up tax payable for a previous fiscal year, we will provide for a 
limitation period for raising assessment under the GloBE rules different from the 
normal six-year time limit under section 60 of IRO.  We propose that the time 
limit for issuing top-up tax assessment be set as six years from (a) the end of the 
fiscal year or (b) the time when the non-assessment or under-assessment has come 
                                                 
3  Under IIR, top-up tax is paid at the level of an entity’s parent entity, in proportion to its ownership 

interests in the low-taxed constituent entities.  IIR is applied at the top and works its way down the 
ownership chain.  Generally, UPE will be chargeable to the top-up tax if it is located in a 
jurisdiction that has introduced IIR.  IIR will only apply at an intermediate parent level if UPE is 
not subject to IIR or if the low-taxed constituent entity has a significant minority interest holder of 
more than 20% outside the MNE group. 
 

4  The relevant OECD AG does not require a jurisdiction implementing QDMTT to allocate the 
QDMTT top-up tax among constituent entities in any particular manner, so long as the tax liability 
is allocated to one or more than one constituent entity that is subject to tax in that jurisdiction. 
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to the assessor’s knowledge, whichever is the later. 
 
8. Having considered the feedbacks from stakeholders, we propose that 
the objection period to a top-up tax assessment be extended from the normal one-
month period to two months after the date of the notice of assessment. 
 
Penalty for non-compliance 
 
9. We propose to impose a comparable level of penalty for non-
compliance with the reporting and administrative requirements, including the 
failure to file a top-up tax return or top-up tax notification, and wrongdoings in 
relation to incorrect return and notification, etc., as currently imposed under the 
existing penal provisions in relation to profits tax under sections 80, 82 and 82A 
of IRO.  We propose that a service provider who is engaged to file a top-up tax 
return or top-up tax notification for a filing entity be also subject to similar 
penalties as currently imposed for service providers in relation to filing of a 
profits tax return under section 80K of IRO.  
 
Anti-avoidance provision 
 
10. To maintain the integrity of the GloBE and HKMTT regimes, we will 
introduce the main purpose test as a general anti-avoidance rule for the regimes.  
If a person enters into any arrangements for the main purpose of avoiding the 
relevant obligations such as filing and payment of top-up tax, the law will treat 
those arrangements as if they had never been entered into.  
 



 

Annex C 
 

Safe Harbours 
 
 
 OECD has agreed to provide two transitional safe harbours (i.e. CbCR 
Safe Harbour and UTPR Safe Harbour), and one permanent safe harbour (i.e. 
QDMTT Safe Harbour).  There is also a Simplified Calculations Safe Harbour 
for NMCEs – the qualification of which as a permanent safe harbour is pending 
evaluation by OECD.  We propose to provide these four Safe Harbours to in-
scope MNE groups. 
 
Transitional CbCR Safe Harbour 
 
2. Under the transitional CbCR Safe Harbour, an in-scope MNE group’s 
top-up tax for a particular jurisdiction will be deemed to be zero if any of the three 
specified criteria in relation to total revenue, ETR or routine profits is met.  It 
operates through the use of jurisdictional total revenue and profit or loss before 
income tax information contained in the MNE group’s qualified Country-by-
Country (“CbC”) report 1  and jurisdictional tax information contained in its 
qualified financial statements.  It only applies to a transition period covering all 
the fiscal years beginning on or before 31 December 2026 and ending on or before 
30 June 2028.  This Safe Harbour adopts a “once out, always out” approach, 
meaning that if an in-scope MNE group has not applied this Safe Harbour in 
respect of a jurisdiction in a previous fiscal year, the group cannot qualify for this 
Safe Harbour for that jurisdiction in a subsequent fiscal year.  
 
Transitional UTPR Safe Harbour 
 
3. The UTPR Safe Harbour provides relief to the UPE jurisdiction from the 
application of UTPR during the transition period, which means fiscal years which 
run no longer than 12 months that begin on or before 31 December 2025 and end 
before 31 December 2026.  This Safe Harbour is only available for UPE 
jurisdictions with a corporate income tax rate of at least 20%.  Where this Safe 

                                                 
1  CbCR is a minimum standard formulated by OECD under Action 13 of the BEPS package in 2015.  

Under this standard, an MNE group is required to file a CbC report in relation to an accounting 
period where the consolidated group revenue for the preceding accounting period is at least EUR 
750 million; and the group has constituent entities or operations in two or more jurisdictions.  A 
CbC report requires aggregate tax jurisdiction-wide information relating to the global allocation of 
the MNE group’s income and taxes paid, as well as certain indicators of the location of economic 
activity among tax jurisdictions in which the group operates.  The report also requires a listing of 
all the constituent entities of the group for which financial information is reported.  CbC reports 
are to be exchanged automatically between tax administrations under relevant exchange 
arrangements.  
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Harbour applies, at the election by an in-scope MNE group, the UTPR top-up tax 
amount calculated for the UPE jurisdiction will be deemed to be zero for each 
fiscal year that falls within the transition period. 
 
QDMTT Safe Harbour 
 
4. Under the QDMTT Safe Harbour, an in-scope MNE group will only 
need to undertake one QDMTT calculation in respect of its constituent entities in 
the QDMTT jurisdiction and be relieved from the need to perform an additional 
GloBE calculation in the same jurisdiction.  Where this Safe Harbour applies, 
the top-up tax payable in respect of the QDMTT jurisdiction under the GloBE 
rules will be deemed to be zero. 
 
Simplified Calculations Safe Harbour 
 
5. Under the Simplified Calculations Safe Harbour for NMCEs, a filing 
constituent entity may make an annual election to use simplified calculation 
methods to determine the GloBE income or loss, GloBE revenue and adjusted 
covered taxes of an NMCE provided that specified conditions are met.   



Annex D 
 

Economic, Financial and Civil Service 
Implications of the Proposal 

 
 

Economic Implications 
 
 The proposal will demonstrate Hong Kong’s firm commitment to 
combating cross-border tax evasion.  This is particularly crucial for Hong Kong 
to preserve its reputation as an international financial and business centre.   
 
2. The implementation of the global minimum tax and HKMTT will have 
tax implications on in-scope MNE groups operating in Hong Kong.  
Nevertheless, since the mechanics of the global minimum tax seek to ensure that 
in-scope MNE groups pay a minimum level of tax in every jurisdiction in which 
they operate, the proposal will not result in additional tax burden in overall terms 
for these MNE groups.  While the proposal will also incur additional compliance 
costs on in-scope MNE groups, the provision of safe harbours and business 
facilitating measures, as well as the introduction of HKMTT will help streamline 
compliance processes and reinforce our tax competitiveness relative to other 
jurisdictions.   
 
Financial Implications 
 
3. Based on our rough estimates, the implementation of HKMTT will bring 
in an additional tax revenue of about $15 billion per year starting from 2027-28. 
 
Civil Service Implications 
 
4. Additional resources have been provided to IRD to cope with the work 
arising from reinforced international tax cooperation and tax matters of large 
MNE groups in Hong Kong.  IRD will closely monitor the workload arising 
from the global minimum tax and HKMTT and may seek further resources for 
implementation of the initiatives in accordance with the established mechanism 
if necessary. 
 


