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LEGISLATIVE COUNCIL BRIEF 
 

Inland Revenue Ordinance  
(Chapter 112) 

INLAND REVENUE (AMENDMENT) BILL 2016 

INTRODUCTION 
 
 At the meeting of the Executive Council on 5 January 2016, the 
Council ADVISED and the Chief Executive ORDERED that the Inland 
Revenue (Amendment) Bill 2016 (“the Bill”), at Annex A, should be 
introduced into the Legislative Council, to provide a legislative framework 
for the implementation of automatic exchange of financial account 
information in tax matters (“AEOI”) in Hong Kong.  The Bill amends the 
Inland Revenue Ordinance (Cap. 112) (“IRO”) to enable Hong Kong to 
comply with the international standard for AEOI.   
 
 
JUSTIFICATIONS 
 
Hong Kong’s Existing Policy on Exchange of Information 
 
2. Exchange of information (“EOI”) for tax purposes is an important 
avenue to enhance tax transparency and combat cross-border tax evasion.  
In order to catch up with the latest international standard on EOI as 
promulgated by the Organisation for Economic Co-operation and 
Development (“OECD”), we indicated to the Global Forum on Transparency 
and Exchange of Information for Tax Purposes (“Global Forum”) in 
September 2014 our support for implementing the new standard on AEOI.  
Hong Kong’s undertaking was that AEOI would be implemented on a 
reciprocal basis with appropriate partners which could meet relevant 
requirements on protection of privacy and confidentiality of information 
exchanged and ensuring proper use of the data exchanged, with a view to 
commencing the first information exchanges by the end of 2018 (the 
latest timeline permissible by the Global Forum).  Our commitment was 
premised on the condition that Hong Kong could put in place necessary 
domestic legislation by 2017.   
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New Standard on AEOI 
 
3. In very brief terms, under the OECD standard for AEOI (“AEOI 
Standard”) 1 , a financial institution (“FI”) is required to conduct due 
diligence procedures, so as to identify reportable accounts held by tax 
residents of reportable jurisdictions (i.e. non-Hong Kong tax residents who 
are liable to tax by reason of residence in the AEOI partner jurisdictions), 
and collect the reportable information in respect of these relevant accounts.  
FIs are also required to report such information to the tax authority in 
specified format.  Upon receipt of the information from FIs, the tax 
authority will exchange the relevant information with their counterparts in 
the reportable jurisdictions concerned on an annual basis.  Hence, 
“automatic exchange” does not mean a free flow of information amongst 
jurisdictions. 
 
4. Hong Kong has been practising a simple, territorial-based tax 
regime.  We have also been implementing EOI only on request.  In 
developing the model for AEOI in Hong Kong, we need to ensure that our 
model meets the international standard without creating undue burden of 
compliance on FIs and their non-Hong Kong tax resident account holders.  
We will adopt a pragmatic approach to include all essential requirements of 
the AEOI standard in our domestic law and will ensure effective 
implementation of the international standard. 
 
5. In general, whether an individual or entity is a tax resident of a 
jurisdiction is determined having regard to the person’s physical presence or 
stay in a place (say, whether over 183 days within a tax year) or, in the case 
of a company, the place of incorporation or where the central management 
and control of the entity lies.  That a person has paid taxes charged by a 
jurisdiction (say value-added tax, withholding tax or capital gains tax) does 
not automatically render that person a tax resident of that jurisdiction.  The 
tax residence of individual account holders may change from one year to 
another and the tax laws may differ amongst jurisdictions.  Individual 
account holders ought to verify and update their tax residence status and seek 
legal advice if necessary.   
 
 
 
                                                 

1 Specifically, the AEOI standard comprises - 
(a) Model Competent Authority Agreement (“Model CAA”); 
(b) Common Reporting Standard (“CRS”); 
(c) Commentaries on the Model CAA and CRS; and 
(d) Guidance on Technical Solutions. 
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Policy Approach for AEOI 
 
6. We intend to conduct AEOI only with our partners with which we 
have signed comprehensive avoidance of double taxation agreement 
(“CDTA”) or tax information exchange agreement (“TIEA”) on a bilateral 
basis2.  We have no plan to enter into a multilateral treaty with other 
jurisdictions.  Under such an approach, Hong Kong will rely on the bilateral 
CDTAs or TIEAs signed and having effect by way of Orders made under 
section 49(1A) of the IRO as the basis for implementing AEOI.  IRD would 
still have to sign a new Competent Authority Agreement (“CAA”), which 
sets out the modalities of transfer of information collected pursuant to the 
AEOI standard, with the tax authority of CDTA/ TIEA partners concerned. 
 
7. To take forward Hong Kong’s commitment, we need to incorporate 
into our domestic law, by amending IRO, the essential requirements of the 
AEOI standard, namely key provisions of CAA and due diligence 
requirements as laid down in CRS.  The legislative proposals are set out in 
the ensuing paragraphs. 
 
 
Legislative Proposals 
 
(A) Scope of FIs, non-reporting FIs and excluded accounts 

 
8. For the purpose of implementing AEOI, FIs comprise custodial 
institutions, depository institutions, specified insurance companies, and 
investment entities; and only FIs which are resident in Hong Kong will be 
subject to the reporting requirements3.  We propose to set out the relevant 
definitions in IRO along the definitions provided in CRS, with adaptations, 
where appropriate, by including references to our domestic law, for clarity 
purpose.   
 
9. CRS provides that certain FIs and accounts (known as 
non-reporting FIs and excluded accounts respectively), which present a 
low risk of being used for tax evasion, can be exempted from reporting.  
We propose setting out such exemptions in IRO.  CRS also allows 
jurisdictions to identify additional items for exemptions, subject to certain 
stringent criteria.  In the Hong Kong context, we consider it justifiable to 

                                                 
2  For CDTAs and TIEAs which expressly provide for EOI on request only, we need to amend the 

relevant agreements before the Inland Revenue Department (“IRD”) could sign the new CAA for 
AEOI. 

 
3  The reference to “FIs” in the ensuing paragraphs refers to “reporting FIs”. 
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add the Mandatory Provident Fund Schemes, the Occupational Retirement 
Schemes and the Credit Unions registered under the relevant ordinances, to 
the list of non-reporting FIs; and to add dormant accounts to the list of 
excluded accounts.  In considering whether a certain category of FI or 
account should be exempted, we need to abide by the CRS criteria4 and we 
have made this very clear to stakeholders making such requests.  The full 
lists of non-reporting FIs and excluded accounts, summarized at Annex B, 
will be included in a Schedule to IRO.  The Secretary for Financial Services 
and the Treasury (“SFST”) may amend the Schedule by notice in the Gazette, 
subject to negative vetting by LegCo. 
 
(B) Scope of information to be furnished by FIs 
 
10. For the purpose of implementing AEOI, FIs would be required to 
furnish IRD with information on each reportable account.  Following the 
CRS requirements, this includes –  
 

(a) the name, address, jurisdiction(s) of residence, taxpayer 
identification number(s) (“TIN(s)”) and date and place of birth 
of each reportable person 5  whether the account holder is an 
individual or is an entity with one or more controlling persons that 
is a reportable person6; 

 
(b)  the account number (or functional equivalent in the absence of an 

account number); 
 

                                                 
4  The criteria are mainly as follows - 

(a) whether or not it presents a low risk of being used for tax evasion; 
(b) whether it bears substantially similar characteristics to any “non-reporting FIs” or “excluded 

accounts” under CRS; and 
(c) whether it is subject to regulation or some form of information reporting to the tax authority. 

 
5 The list of items applies to a reportable person who is an individual or a controlling person of an 

entity.  The items of date and place of birth, however, do not apply to a reportable person which is 
an entity. 

 
6 With reference to the exceptions as provided for under the Commentaries on CRS, FIs are not 

required to report TIN or date of birth in respect of pre-existing accounts if the information is not 
in the records of the FIs and there is not otherwise a requirement for such information to be collected 
by the FIs concerned under domestic law. That said, FIs are required to use reasonable efforts to 
obtain the TIN and date of birth with respect to the pre-existing accounts by the end of the second 
calendar year following the year in which such accounts were identified as reportable accounts. 
Regarding TIN, FIs are not required to report it if a TIN is not issued by the AEOI partner or the 
domestic law of the AEOI partner does not require the collection of the TIN.  For place of birth, FIs 
are not required to report such information for both pre-existing and new accounts unless the FIs 
are otherwise required to obtain and report it under domestic law and it is available in the 
electronically searchable data maintained by the FIs. 
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(c)  the name and identifying number (if any) of the FI; 
 
(d)  the account balance or value7 as of the end of the relevant 

calendar year or other appropriate reporting period or, if the account 
was closed during such year or period, the closure of the account; 
and 

 
(e)  in the case of any custodial account - 
 

(i) the total gross amount of interest, the total gross amount of 
dividends, and the total gross amount of other income 
generated with respect to the assets held in the account, in each 
case paid or credited to the account (or with respect to the 
account) during the calendar year or other appropriate 
reporting period; and 

 
(ii) the total gross proceeds from the sale or redemption of 

financial assets paid or credited to the account during the 
calendar year or other appropriate reporting period with respect 
to which the reporting FI acted as a custodian, broker, nominee, 
or otherwise as an agent for the account holder; 

 
(f) in the case of any depository account, the total gross amount of 

interest paid or credited to the account during the calendar year or 
other appropriate reporting period; and 

 
(g)  in the case of any account not described in subparagraph (e) or (f), 

the total gross amount paid or credited to the account holder with 
respect to the account during the calendar year or other appropriate 
reporting period with respect to which the reporting FI is the 
obligor or debtor, including the aggregate amount of any 
redemption payments made to the account holder during the 
calendar year or other appropriate reporting period. 

 
(C)  Scope of reportable jurisdictions 
 
11. Reportable jurisdictions refer to jurisdictions with which Hong 
Kong has entered into either CDTA or TIEA (an arrangement given effect 
under s.49(1A) of IRO for the conduct of EOI) as well as CAA for the 
conduct of AEOI.  They are, in short, our AEOI partners.  We propose to 

                                                 
7  This includes, in the case of a cash value insurance contract or annuity contract, the cash value or 

surrender value. 
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set out the list of reportable jurisdictions in a Schedule to IRO.  SFST may 
amend the Schedule by notice in the Gazette, subject to negative vetting by 
LegCo. 
 
12. In identifying potential AEOI candidates from our existing or 
future CDTA / TIEA partners, our guiding principles are that they should 
have the capability in meeting the OECD standard and relevant safeguards in 
their domestic law for protecting data privacy and confidentiality of the 
information exchanged.  We will also take into account the bilateral trade 
relationship of the potential AEOI partners.  We are open to suggestions 
from stakeholders on the priorities for AEOI negotiations.   
 
(D)  Due diligence and reporting requirements 
 
13. In order to collect and report the required information to IRD, FIs 
would be required under the Bill to perform the due diligence procedures (i.e. 
Sections II to VII of the CRS) to identify reportable accounts.  We propose 
to set out such procedures in a Schedule to IRO, which may be amended by 
SFST by notice in the Gazette, subject to negative vetting by LegCo.  In 
relation to these procedures, we would like to highlight the following two 
issues - 
 

(a) Targeted approach or wider approach? 
 
 One key issue flagged up in our consultation is whether FIs should 

be mandated to identify and keep information of accounts held by 
tax residents of the reportable jurisdictions only (i.e. those 
jurisdictions with which Hong Kong has entered into a CAA for 
AEOI purpose) (“targeted approach”) or of accounts held by all 
non-Hong Kong tax residents (“wider approach”).  The majority 
views are that a “wider approach” should be implemented, although 
some are concerned about the compliance costs if it is made 
mandatory for all.  In the light of the above, we propose to provide 
in the Bill that FIs must establish procedures to identify whether a 
financial account is a reportable account, and must maintain and 
apply such procedures to identify and collect information of 
reportable accounts with account holder’s residence corresponding 
to the specific reportable jurisdiction, but they may also, in 
carrying out the requirements of due diligence obligations on FIs, 
apply the same procedures for accounts the holders of which are, 
for tax purposes, residents of any other jurisdictions outside Hong 
Kong.  This will provide flexibility for FIs in choosing an 
approach which fits their circumstances, whilst providing FIs with a 
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clear legal basis to pursue the “wider” approach in identifying and 
collecting the information in respect of accounts which are not 
reportable accounts8. 

 
(b) Reasonableness test by FIs 
  
 During the consultation, FIs have expressed concerns about the 

reasonableness test which they are required to perform in respect of 
the self-certification made by the account holders. Following the 
spirit of CRS, account holders are responsible for identifying their 
own tax residence.  Self-certification is an important tool under 
CRS for FIs to fulfill its reporting and due diligence obligations, in 
particular to determine the tax residence of the account holders.  
IRD will promulgate guidelines, which will include a sample 
self-certification form for FIs’ reference. 

 
(E) Enforcement provisions - powers and sanctions 
 
14. At present, FIs in Hong Kong are not obliged to furnish and report 
to IRD the financial account information of their clients who are non-Hong 
Kong tax residents for the purpose of EOI.  In order to implement AEOI, 
we propose to – 
 

(a) require FIs to notify IRD of the commencement of maintaining the 
first reportable account and cessation to maintain any reportable 
accounts; 

 
(b) empower IRD to – 

 
(i) require FIs to furnish information about reportable accounts in 

the specified format; 
 
(ii) have access to the business premises of an FI or a service 

provider (if any) and inspect its compliance system and 
process (if the inspection is reasonably required for the 
purpose of checking its compliance with the due diligence and 
reporting obligations, and upon prior notice by IRD) and, if 
any non-compliance is found during such inspection, require 
the FI or service provider to rectify the system or process to 

                                                 
8  As due diligence procedures are mandatory only for reportable accounts, FIs will be sanctioned if 

they fail to identify, collect and report information of reportable accounts to IRD, but not those which 
choose not to identify and collect information of accounts held by residents of non-reportable 
jurisdictions, as this is permissible but not mandatory under the AEOI legislation. 
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secure compliance; and 
 
(iii) obtain search warrant where an FI or its service provider (if 

any) fails to comply with the court order directing it to comply 
with the return filing requirement; and where access to and 
inspection of any places or any books, records, or information 
or data in relation to the compliance system and process is 
required because there is reasonable ground for suspecting that 
the FI or the relevant service provider has failed to comply 
with the due diligence or return filing requirements. 

 
15. It is essential to put in place appropriate penalty provisions to 
provide for sufficient deterrent effect to ensure effective implementation of 
the AEOI regime in Hong Kong, while not imposing disproportionately 
heavy sanctions on FIs and individuals.  In this connection – 
 

(a) For reporting FIs, we propose to sanction them for – 
 
(i)  non-compliance with the due diligence and reporting 

obligations without reasonable excuse; 
 

(ii)  providing misleading, false or inaccurate information and 
knows, or is reckless as to whether, the information is 
misleading, false or inaccurate; or 

 
(iii) providing, with intent to defraud, any information that is 

misleading, false or inaccurate9. 
  
 The relevant sanctions would also apply to service providers 

engaged by reporting FIs to fulfill the latter’s due diligence and 
reporting obligations.  An employee of, or a person engaged to 
work for, a reporting FI will only be held liable if he or she, with 
intent to defraud, causes or allows the FI to provide misleading, 
false or inaccurate information.10 

                                                 
9  For (i) and (ii), the penalty is fine at level 3.  For non-compliance with the requirements to file 

returns and non-compliance with the notice for rectification, there will be a further fine of not 
exceeding $500 for every day or part of a day during which the offence continues after conviction.  
For (iii), the penalty is –  
s on summary conviction, a fine at level 3 and imprisonment for six months; or 
s on indictment, a fine at level 5 and imprisonment for three years. 

 

10  The penalty is same as that for FIs, i.e.-  
s on summary conviction, a fine at level 3 and imprisonment for six months; or 
s on indictment, a fine at level 5 and imprisonment for three years. 
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(b) We also propose making it an offence for a person to provide, 
knowingly or in a reckless manner, misleading, false or incorrect 
information in a material particular, in making a self-certification 
to FIs 11 .  Self-certification plays a key role to the effective 
implementation of AEOI and we are mindful that, as set out in the 
Commentary section of the OECD Standard concerning effective 
implementation, jurisdictions are expected to include a specific 
provision in their domestic law imposing sanctions for signing (or 
otherwise positively affirming) a false self-certification, so as to 
increase the reliability of self-certifications. 

 
Related issues 
 
16. We would like to take the opportunity to flag up three issues related 
to the implementation of AEOI in Hong Kong – 
 

(a) Safeguards on taxpayers’ rights and confidentiality of 
information exchanged 

 
During the course of exchange of financial account information on 
an automatic basis, it is of paramount importance to ensure the 
protection of the privacy of taxpayers and the confidentiality of 
information exchanged, as well as the proper use of the exchanged 
information.  The EOI article of CDTA and relevant articles of the 
TIEA provide for safeguards to protect taxpayers’ privacy and 
confidentiality of information exchanged.  Given that we would, in 
practice, implement AEOI with CDTA and TIEA partners under the 
respective agreements, the safeguards for EOI will be equally 
applicable to information exchanged under the AEOI mode.  Such 
safeguards at the treaty level are set out in Annex C. 

 
The AEOI standard also provides for similar safeguards.  The 
Model CAA provides that all information exchanged is subject to 
the confidentiality rules and other safeguards provided for in the 
Convention/Instrument.  It also provides that a competent authority 
may suspend EOI by giving notice in writing to the other competent 
authority if there is or has been significant non-compliance by the 
other competent authority with CAA.  The competent authority 
may also terminate CAA by giving notice of termination to the other 

                                                 
11 The penalty is fine at level 3. 
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competent authority.12  Termination may take immediate effect 
pending completion of negative vetting by LegCo of the subsidiary 
legislation that removes the jurisdiction from the Schedule to IRO. 

 
(b) Personal Data (Privacy) Ordinance (Cap.486) (“PDPO”) 
 

Hong Kong would conduct AEOI with a jurisdiction that is a party 
to a CDTA or TIEA having effect under section 49(1A) and 
requiring disclosure of information concerning tax of the territory.   
By virtue of section 58(1)(c), (1A) and (2) of PDPO, the collection 
of personal data from FIs, and the exchange of such information by 
IRD with another jurisdiction with which Hong Kong has signed 
either a CDTA or TIEA as provided for under section 49(1A) of 
IRO is exempt from the Data Protection Principles 3 and 6 of 
PDPO13. 
 
Separately, we have reminded FIs that they should comply with the 
existing requirements under the data protection principles in 
Schedule 1 to PDPO.  For instance, they should inform the account 
holders of the possible use of the information collected for AEOI 
purposes and that all practicable steps must be taken to ensure that 
the personal data are accurate.  Account holders are entitled to 
request access to and correction of their personal data. 

 
(c) AEOI Portal and implementation schedule 

 
Subject to enactment of the legislation before mid-2016, we will 
identify potential AEOI candidates and aim to conclude CAA 
negotiations with the first batch of AEOI partners by the end of 
2016.  This is to pave the way for FIs to start conducting due 
diligence procedures in respect of their financial accounts in 2017 
(including FIs which prefer the “targeted approach” to identify and 
collect information of reportable accounts the holders of which are, 
for tax purposes, resident of our AEOI partners). 

                                                 
12  The OECD has devised a questionnaire to assist jurisdictions in assessing whether or not the other 

jurisdiction has met the required confidentiality and data safeguards.  Where these standards are not 
met (whether in law or in practice) or the treaty partners have breached the confidentiality rules, 
jurisdictions can suspend the transmission of information to the relevant treaty partners. 

 
13  Under Data Protection Principle 3 (“Data Use Principle”), personal data must not be used for any 

purpose other than the purpose for which the data is to be used at the time of collection of data (the 
“collection purpose”) or for a purpose directly related to the collection purpose, unless voluntary and 
explicit consent is obtained from the data subject.  Under Data Protection Principle 6 (“Access to 
Personal Data”), a data subject is entitled to, inter alia, request access to his/her personal data and 
request the corrections of the personal data. 
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To help FIs fulfil their obligations, IRD would provide a secure 
platform, i.e. the AEOI Portal, for FIs to submit notifications and 
file AEOI returns (“Returns”) electronically.  FIs would be 
required to use digital certificate for authentication and open an 
online account in the AEOI Portal for transacting with IRD on 
matters relating to AEOI.  FIs could assign access right to 
employees holding the organization’s e-Cert to perform various 
types of transactions in the AEOI Account, such as updating 
account information, submitting Returns and amending the Returns 
filed previously. 

 
IRD would issue electronic notices, through the AEOI Portal, to all 
FIs maintaining reportable accounts (i.e. FIs which have notified 
IRD pursuant to the requirement under paragraph 14(a) above) in 
January 2018 (and January annually thereafter) for filing the 
Returns.  FIs should lodge the Returns within five months after the 
calendar year to which the information relates (and nil return would 
be required if there is no reportable account for a particular year).  
The first exchanges of information with our AEOI partners are 
scheduled for September 2018. 

 
 
OTHER OPTIONS 
 
17. Legislation is required to amend the IRO, in order to bring our 
proposals into effect.  There are no other options. 
 
 
THE BILL 
 
18. The main provisions of the Bill are as follows –   
 

(a) Clause 4 of the Bill introduces – 
 

(i) a new section 50A to provide for the definitions of the 
various key terms required for implementation of AEOI 
standard (e.g. reporting FIs, non-reporting FIs, reportable 
accounts, excluded accounts, and reportable jurisdictions) 
(paragraphs 8 and 9 above); 

 
(ii) a new section 50B to provide for an obligation on a 

reporting FI to establish, maintain and apply due diligence 
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procedures (in particular, applying procedures under the 
AEOI standard as set out in a new Schedule 17D) 
(paragraph 13 above); 

 
(iii) a new section 50C to provide for an obligation on a 

reporting FI to furnish the required information to IRD  
and a new section 50F to provide for the information 
required for the return to be furnished under the new 
section 50C (paragraph 10 above); 

 
(iv) a new section 50D to provide for an obligation on a 

reporting FI to notify the Commissioner of Inland Revenue 
when the reporting FI commences to maintain any 
reportable account or when it no longer maintains any 
reportable account (paragraph 14(a) above); 

 
(v) a new section 50H to provide for engagement by a 

reporting FI of a service provider to carry out the FI’s 
obligations under the new sections 50B(1) and (2) and 
50C(1); 

 
(vi) a new section 50J to empower SFST to amend the new 

Schedules 17C, 17D and 17E by notice in Gazette 
(paragraphs 9, 11 and 13 above); and 

 
(vii) a new section 50K to provide that information reported by 

a reporting FI may be used for the administration or 
enforcement of IRO; 

 
(b) Clause 6 of the Bill amends section 51B of the IRO to provide 

for a search warrant to be issued against a reporting FI or service 
provider under specified conditions (paragraph 14(b)(iii)); 

 
(c) Clause 7 of the Bill introduces a new section 51BA to provide 

for the power of IRD to enter and inspect the business premises 
of a reporting FI or service provider under specified conditions 
(paragraph 14(b)(ii) above); 

 
(d) Clause 9 of the Bill amends section 80 of the IRO to provide for 

an offence against any person in relation to making a 
self-certification required under a new Schedule 17D that is 
misleading, false or incorrect (paragraph 15(b) above); 
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(e) Clause 10 of the Bill introduces a new section 80B to provide for 
offences against a reporting FI; a new section 80C for offences 
against a person employed by a reporting FI; and a new section 
80D to provide for offences against a service provider engaged 
by a reporting FI to carry out the relevant due diligence and 
reporting obligations (paragraph 15(a) above); 

 
(f) Clause 11 of the Bill adds to the IRO the following three new 

schedules – 
 
(i) a new Schedule 17C setting out a list of non-reporting FIs 

and a list of excluded accounts; 
 
(ii) a new Schedule 17D setting out the due diligence 

procedures as laid down in the AEOI standard; and 
 
(iii) a new Schedule 17E setting out a list of reportable 

jurisdictions and a list of participating jurisdictions. 
 
 
LEGISLATIVE TIMETABLE 
 
19. The legislative timetable will be as follows –  

  
Publication in the Gazette 
 

8 January 2016 

First Reading and commencement 
of Second Reading debate 
 

20 January 2016 
 

Resumption of Second Reading 
debate, committee stage and Third 
Reading 

to be notified 

  
 
IMPLICATIONS OF THE PROPOSAL 
 

 20. The economic, financial and civil service implications of the 
proposal are set out in Annex D.  The Bill is in conformity with the Basic 
Law, including the provisions concerning human rights.  It has no 
sustainability, productivity, environmental, family or gender implications.  
The amendments proposed in the Bill will not affect the current binding 
effect of the IRO.  
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PUBLIC CONSULTATION 
 
21. We have been engaging relevant stakeholders such as financial 
industry bodies, business chambers and professional associations all along.  
We launched a consultation exercise from April to June 2015 to gauge views 
on how we should adapt to Hong Kong the new standard on AEOI.  In 
general, stakeholders support the overall direction to catch up with the latest 
international standard and implement AEOI in Hong Kong.  To the extent 
allowed under CRS, we have taken into account the valuable feedback from 
stakeholders when refining our legislative proposals.  In addition, we 
briefed the Legislative Council Panel on Financial Affairs in November 2014 
and July 2015 respectively on our proposed policy and legal framework.  
The Panel raised no objection to our proposal. 
 
 
PUBLICITY 
 
22. We will issue a press release on 8 January 2016.  A spokesperson 
will be available to answer media and public enquiries.   
 
 
BACKGROUND 
 
23. It has been Government’s priority to conclude CDTAs with Hong 
Kong’s trading and investment partners to facilitate business and minimize 
the incidence of double taxation.  All CDTAs signed embody a mechanism 
for EOI with our treaty partners.  In addition, we have signed TIEAs purely 
as instruments for EOI; TIEAs do not offer taxation relief.  By the end of 
December 2015, Hong Kong has signed 33 CDTAs and seven TIEAs14.  
OECD standard for EOI permits EOI upon request or on automatic or 
spontaneous basis.  So far, Hong Kong has only opted for EOI upon 
request. 
 
24. The international landscape on tax cooperation has been evolving 
rapidly.  OECD released in July 2014 the standard on AEOI, calling on 
governments to collect from their FIs financial account information of 
overseas tax residents and exchange the information with jurisdictions of 
                                                 

14 CDTAs signed include Belgium (2003), Thailand (2005), Mainland of China (2006), Luxembourg 
(2007), Vietnam (2008), Brunei, the Netherlands, Indonesia, Hungary, Kuwait, Austria, the United 
Kingdom, Ireland, Liechtenstein, France, Japan, New Zealand (2010), Portugal, Spain, the Czech 
Republic, Switzerland, Malta (2011), Jersey, Malaysia, Mexico, Canada (2012), Italy, Guernsey, 
Qatar (2013), Korea, South Africa, the United Arab Emirates (2014), and Romania (2015). TIEAs 
include the United States, Norway, Denmark, Sweden, Iceland, Greenland and the Faroes (2014). 
(Years of signing in brackets). 
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residence of the relevant account holders on an annual basis.  The Global 
Forum, a 126-strong international organisation pursuing tax transparency, 
has invited all its members, including Hong Kong, to commit to 
implementing the new global standard on AEOI.  It has also established a 
mechanism to monitor and review the progress of implementation amongst 
members from 2017 onwards 15 .  By the end of October 2015, 96 
jurisdictions have expressed commitment to the new standard. 
 
25. Besides, in October 2015, OECD released a final package of 
measures under the Base Erosion and Profits Shifting Project, which was 
endorsed by G20 at the Leaders’ Summit in mid-November 2015.  There 
would be pressure for Hong Kong to be covered by the Multilateral 
Convention on Mutual Administrative Assistance in Tax Matters16, and to 
conduct AEOI on a multilateral basis (rather than bilateral basis even 
though this is an option allowed by OECD so far).  We will keep a close 
eye on any further development in this respect and map out our strategy and 
response. 
 
 
ENQUIRIES 
 
26. In case of enquiries about this Brief, please contact Mr Gary Poon, 
Principal Assistant Secretary for Financial Services and the Treasury 
(Treasury) at 2810 2370. 
 
 
 
Financial Services and the Treasury Bureau 
7 January 2016 
 

                                                 
15  The Global Forum will conduct a peer review on members regarding AEOI implementation from 

2017 onwards.  Committed jurisdictions are expected to go through peer review on the effectiveness 
of the legal framework and the actual implementation of AEOI. 

 
16 The Convention is a free-standing multilateral agreement designed to promote international 

cooperation for better operation of national tax laws, while respecting the fundamental rights of 
taxpayers.  It provides for all forms of administrative cooperation between countries in the 
assessment and collection of taxes, in particular with a view to combating tax avoidance and evasion.  
The administrative assistance that the Convention envisages includes EOI, simultaneous tax 
examinations, tax examinations abroad, assistance in recovery and service of documents. The 
Convention advocates AEOI for the purpose of combating tax evasion.  China became a signatory in 
August 2013.  Following its ratification by China in July 2015, the Convention would enter into 
force for China on 1 February 2016. 
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Annex B 
 

Lists of “Non-reporting FIs” and “Excluded Accounts” 
 
Non-reporting FIs 
 
(a) government entities (including statutory bodies and entities which are 

wholly owned by the Government), international organizations, central 
banks, Hong Kong Monetary Authority; 

 
(b) pension fund of a government entity, international organization, central bank 

or the Hong Kong Monetary Authority; 
 
(c) Grant Schools Provident Fund and Subsidized Schools Provident Fund; 
 
(d) any FIs meeting the requirements defined as Board Participation Retirement 

Fund, Narrow Participation Retirement Fund, qualified credit card issuer, 
exempt collective investment vehicle or trustee-documented trust under CRS; 

 
(e) Mandatory Provident Fund Schemes registered under the Mandatory 

Provident Fund Schemes Ordinance (Cap.485); and Occupational 
Retirement Schemes registered under the Occupational Retirement Schemes 
Ordinance (Cap.426), including pooling agreement and approved pooled 
investment funds with participants confined to the above schemes; and 

 
(f) Credit Unions registered under the Credit Unions Ordinance (Cap.119). 
 
Excluded accounts 
 
(a) retirement or pension accounts satisfying certain requirements; 
 
(b) non-retirement tax-favoured accounts; 
 
(c) term life insurance contracts; 
 
(d) estate accounts; 
 
(e) escrow accounts; 
 
(f) depository accounts due to non-returned overpayments as defined under 

CRS; and 
 
(g)  dormant accounts 



 

Annex C 
 

Safeguards at the treaty level 
 
(a) The information exchanged should be foreseeably relevant, i.e. there will be 

no fishing expeditions;  
 
(b) Information received by our partners should be treated as confidential; 
 
(c) Information will only be disclosed to the tax authorities and not for release 

to their oversight bodies unless there are legitimate reasons given by 
CDTA/TIEA partners (i.e. we have committed to the LegCo that the 
inclusion of any such oversight bodies must be positively listed); 

 
(d) Information exchanged should not be disclosed to a third jurisdiction;  
 
(e) There is no obligation to supply information under certain circumstances, for 

example, where the information would disclose any trade, business, 
industrial, commercial or professional secret or trade process, or which 
would be covered by legal professional privilege, etc.; 

 
(f) The use of information exchanged for other purposes (i.e. non-tax related) 

should be allowed provided that such use is allowed under the laws of both 
contracting parties and the competent authority of the supplying party 
authorises such use.  In other words, it is a prerequisite that EOI must first 
be conducted for tax purposes in accordance with the provisions of a 
relevant CDTA/TIEA.  As envisaged by OECD, the sharing of tax 
information exchanged is only meant for certain high priority matters (such 
as to combat money laundering, corruption and terrorism financing); and 

 
(g) We would not accede to any requests from our treaty partners for tax 

examinations abroad (i.e. we have not included such an article in our 
CDTA/TIEAs). 

 

 



 

Annex D 
 

Economic, Financial and Civil Service 
Implications of the Proposal 

 
 
Economic Implications 
 
 It is important for Hong Kong, as an international financial and 
business centre, and a responsible and co-operative member of the international 
community, to catch up with the evolving international standard on EoI 
arrangements, so as to maintain its competitiveness and reputation.  Timely 
implementation of AEOI will demonstrate Hong Kong’s commitment to 
enhancing tax transparency and combatting cross-border tax evasion.  The 
bilateral approach taken by Hong Kong for AEOI, which means that our future 
AEOI partner must either be our CDTA or TIEA partner, may serve as an 
impetus for us to further expand Hong Kong’s network of CDTAs/TIEAs.  The 
legal framework for AEOI is necessary for Hong Kong to pass the peer review 
conducted by the Global Forum, and to avoid being labelled as an un-
cooperative tax jurisdiction. 
 
Financial and Civil Service Implications 
 
2. The implementation of AEOI standard will create additional work for 
IRD.  Apart from the necessary preparatory work, IRD will need to operate the 
system for collection of information from FIs and delivery of such information 
to our AEOI partners, maintain liaison with the FI groups to facilitate smooth 
operation, draw up / update necessary guidelines for staff and FIs, conduct 
negotiations for CAAs, and enforce compliance with the statutory requirements, 
on an on-going basis.  We also envisage that the implementation of AEOI 
would trigger more EOI requests from our CDTA / TIEA partners. 
 
3. Additional resources have been earmarked for IRD to cope with the 
workload in 2016-17 and beyond. 
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