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Annex
Inland Revenue (Amendment) (No. 4) Bill 2015

Clause 3
In the proposed section 14C(1), in the Chinese text':

“ EEEAT S E R (intra-group financing business) it AE M S » fa R E
B R B A BB (s R s —— N Bk Y e A B A A B 75 7

In the proposed section 14D(6) and (7)*

“14D. Qualifying corporate treasury centre: profits tax concession
(1) For the purposes of this Part, the assessable profits of a corporation

that is a qualifying corporate treasury centre for a year of assessment

are, subject to subsections (5) and (8), chargeable to tax under this

Part at one-half of the rate specified in Schedule 8 to the extent to

which those profits are—

(@) assessable profits derived from its qualifying lending
transaction;

(b) assessable profits derived from its qualifying corporate treasury
service; or

(c) assessable profits derived from its qualifying corporate treasury
transaction.

(5) Subsection (1) applies to a corporation for a year of assessment only
if—
(@) inthat year of assessment—

! This amendment is proposed to reflect that “intra-group financing business”, in

relation to a corporation, means the business of the borrowing of money from and
lending of money to its associated corporations.

This amendment is proposed to reorganise the structure of the proposed section
14D(6) and (7), so that the two consequences of a corporation ceasing to be subject
to the concessionary rate under the proposed section 14D(1), i.e. (i) invalidation of
the election; and (ii) disqualification from the concessionary rate for the
subsequent year of assessment (disqualified year), are grouped together under the
proposed section 14D(7). In case the corporation is eligible for the concessionary
rate again after the disqualified year, the corporation is required to make a fresh
election.



(i) the central management and control of the corporation is
exercised in Hong Kong; and

(if) the activities that produce its qualifying profits in that year
are—
(A) carried out in Hong Kong by the corporation; or
(B) arranged by the corporation to be carried out in Hong

Kong; and
(b) the corporation has elected in writing that subsection (1)
applies to it.
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(6) An election under subsection (5)(b), once made, is irrevocable.

(7) _If subsection (1) does not apply to a corporation for a year of
assessment (cessation year) while it did for the previous year of
assessment—

(a) the election made by the corporation under subsection (5)(b)
ceases to be effective; and

(b) despite anything in this section, subsection (1) is not to apply to
the corporation for the year of assessment that follows the

cessation year.”




In the proposed section 14E, in the Chinese text:
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® These technical amendments are proposed to refine the drafting of the relevant
provisions.



Part 2
In Division 2, in the Chinese text, in the heading“:
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Clause 8(13)

In the proposed section 16(3), in the Chinese text’:
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4 See footnote 1.

® gee footnote 1.



Clause 12(3)

In the proposed section 15(1C)°%:

“(10) Subsection (2)(f), (9), (i), (ia), (j), (k), () and (la) applies, subject to
sections 17B, 17C, 17D, 17E, 1#-—27Gand-17H17F and 17G, in
relation to a regulatory capital security.”

Clause 13

In the proposed section 16(2AA)":

“(2AA) Subsections (1)(a) and (2)(a) apply, subject to sections 17B, 17C,
17D, 17E, 1A —17Gand-17H17F and 17G, in relation to a sum
payable by a financial institution in respect of a regulatory capital
security issued by the financial institution.”.

® Having regard to the views of the Bills Committee and some respondents on the

proposed section 17H, an amendment is made to remove the proposed section 17H
from the Bill (see footnote 15). This is a consequential amendment to remove the
reference to section 17H in this provision.

" see footnote 6.



Clause 14
In the heading®:
“Sections 17A to :7H17G added”

In the proposed section 17A(1)°:

“1) In this section and sections 17B, 17C, 17D, 17E, - 17G—and
17H17F and 17G—"

In the proposed section 17B(2)":

“(2) Subsection (1) has effect subject to sections 17C, 17D, 17E, 17
H7Gand-1/H17F and 17G.”

In the proposed section 17C(3), in the Chinese text™:
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In the proposed section 17C(4), in the Chinese text':
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8 gee footnote 6.
% See footnote 6.
10

See footnote 6.
11

See footnote 3.

12 gee footnote 3.



In the proposed section 17D(3), in the Chinese text™:
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In the proposed section 17D(4), in the Chinese text™*:

“(4) NARRE N BRI IR AAREETEE B2 1I R
KB ARIE » AEZ ET AR IR A B E - SRR R
ERRHRRTINE  (E 1% - JE1SIR(E AR E 3 A BERR e (Y
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EOCEG TR ~ INEBEA G E BAUA 7

In the proposed section 17H":

13 gee footnote 3.
14 gsee footnote 3.

> Having regard to the views of the Bills Committee and some respondents on the
proposed section 17H, this amendment is made to remove section 17H from the
Bill. After the passage of the Bill, the Inland Revenue Department will issue
Departmental Interpretation and Practice Notes to explain that sections 17E and
17G are additional to and do not derogate from any other laws on the arm’s length
and separate enterprise principles.



Clause 18

In the proposed Schedule 36, in section 6(b)"®:

“(b) sections 15(1C), 16(2AA), 17A, 17B, 17C, 17D, 17E and 17F-and-
: e ) . |

In the proposed Schedule 36, in section 8*';

“8. Section 17G and-section17H-(in-so-faras-it relates to-section-17/G)
apphy-applies only in ascertaining the profits in respect of which a
non-resident financial institution with capital raised through the
issue of a regulatory capital security (whether before, on or after the
commencement date) is chargeable to tax under Part 4—

(@) for the year of assessment beginning on the first day of April in
the calendar year next following the commencement date; or
(b) for any subsequent year of assessment.”

Clause 20(2)

In the proposed rule 3(1A)*:

“(1A)  This rule has effect to the extent to which it is not inconsistent with
sections 17B, 17C, 17D, 17E, 1#F-17Gand-17H17F and 17G of the

Ordinance.”

16 see footnote 6.
17" gee footnote 6.

18 gee footnote 6.





