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L.N. 189 of 2015

Specification of Arrangements (The Mainland of China)
(Avoidance of Double Taxation and the Prevention of
Fiscal Evasion with respect to Taxes on Income) (Fourth
Protocol) Order

(Made by the Chief Executive in Council under section 49(1A) of the
Inland Revenue Ordinance (Cap. 112))

1. Commencement

This Order comes into operation on 4 December 2015.

2. Declaration under section 49(1A)

For the purposes of section 49(1A) of the Ordinance, it is
declared—

(a) that the arrangements specified in section 3(1) have
been made; and

(b) that it is expedient that those arrangements should
have effect.

3. Arrangements specified

(1) The arrangements specified for the purposes of section
2(a) are the arrangements in Articles 1 to 6 of the
instrument titled < PA1Hb AN HE AR A T I [k R 17 6 T 45
T HBBAPT LR L) B ES” (which is
translated into English as “The Fourth Protocol to the
Arrangement between the Mainland of China and the
Hong Kong Special Administrative Region for the
Avoidance of Double Taxation and the Prevention of
Fiscal Evasion with respect to Taxes on Income” in this
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Order), done in duplicate at Hong Kong on 1 April 2015
in the Chinese language.

(2) The Chinese text of the Articles referred to in subsection (1)

is reproduced in the Schedule. An English translation of
the Articles is also set out in the Schedule.
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Schedule [s. 3]

Articles 1 to 6 of The Fourth Protocol to the
Arrangement between the Mainland of China and the
Hong Kong Special Administrative Region for the
Avoidance of Double Taxation and the Prevention of
Fiscal Evasion with respect to Taxes on Income
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(English Translation)

Article 1

To repeal paragraph 1 of Article 8 of the Arrangement and
substitute:

“l. Income and profits derived by an enterprise of One Side
from the operation of ships, aircraft or land transport vehicles in
shipping, air and land transport in the Other Side shall be exempt
from tax (including value added tax and other similar taxes in the
Mainland of China) in that Other Side.”
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Article 2

In relation to paragraph 2 of Article 12 of the Arrangement,
for royalties paid to an aircraft and ship leasing business, the tax
charged shall not exceed 5% of the gross amount of the royalties.

Article 3

To repeal paragraph 6 of Article 13 of the Arrangement and
substitute:

“6. Notwithstanding the provisions of paragraphs 4 and 5,
gains derived by a resident of One Side from the alienation of shares
of a company that is a resident of the Other Side quoted on a
recognized stock exchange shall be taxable only in the Side of which
the alienator is a resident. The alienation is limited to cases where the
shares are bought and sold in the same stock exchange.

An investment fund that meets the following conditions shall
be regarded as an investment fund that is a resident of One Side, and
this paragraph shall apply to such an investment fund:

(1) the investment fund is one established under the relevant
laws of the Side in which the investment fund is situated,
and is recognized by an industry regulatory body of that
Side and subject to the supervision of the body;

(2) the manager of the investment fund shall either be a
company registered and incorporated in that Side or other
persons constituted in that Side, and shall manage the
investment fund in accordance with the requirements of
the industry regulatory body of that Side; and
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(3) more than 85% of the funds are raised through the market
of that Side. Investment funds that raise funds in the
following manners shall be regarded as raising funds
through the market of that Side:

(1) being listed for trading on the stock exchange of that
Side;

(i) by sale or placement in that Side through a financial
institution that carries on a substantive business;

(i) by sale or placement in that Side directly to
investors;

(iv) any other manner as agreed by the competent
authorities of both Sides.

7. Gains derived from the alienation of any property, other
than that referred to in paragraphs 1 to 5, shall be taxable only in the
Side of which the alienator is a resident.”

Article 4

In relation to Articles 10, 11, 12 and 13 of the Arrangement, if
the creation or disposition of the interests acquired is caused by any
person with the main purpose of taking advantages of any of such
Articles, the Article shall not apply.

Article 5

In relation to Article 24 of the Arrangement, both Sides agree
that in addition to taxes to which the Arrangement applies, the
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information to be exchanged shall cover the following other taxes
enforced and imposed in the Mainland of China:

(1)
2)
)
(4)
)

value added tax;
consumption tax;
business tax;

land appreciation tax;

real estate tax.

Article 6

This Protocol shall, upon written notifications by both Sides of
the completion of their respective required approval procedures, enter
into force on the date of the later of these notifications.

Kinnie WONG
Clerk to the Executive Council

COUNCIL CHAMBER

22 September 2015
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Explanatory Note

The Mainland of China and the Hong Kong Special
Administrative Region (both Sides) entered into an arrangement
for the avoidance of double taxation and the prevention of
fiscal evasion with respect to taxes on income (Arrangement)
together with a protocol to the Arrangement on 21 August
2006. Both Sides entered into the Second Protocol and the
Third Protocol to the Arrangement both at Beijing on 30
January 2008 and 27 May 2010 respectively. On 1 April 2015,
both Sides entered into another protocol (i.e. Fourth Protocol)
to the Arrangement at Hong Kong.

2. This Order specifies the arrangements in Articles 1 to 6 of the
Fourth Protocol (arrangements) as double taxation relief
arrangements under section 49(1A) of the Inland Revenue
Ordinance (Cap. 112), and declares that it is expedient that
those arrangements should have effect. The Fourth Protocol
was signed in the Chinese language. The English text set out in
the Schedule is a translation.

3. The effects of the declaration are—

(a) that the arrangements have effect in relation to tax
under the Inland Revenue Ordinance (Cap. 112)
despite anything in any enactment; and

(b) that the arrangements, for the purposes of any
provision of the arrangements that requires
disclosure of information concerning tax of the
Mainland of China, have effect in relation to any tax
of the Mainland that is the subject of that provision.
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