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(i)  Under the proposed section 18H(5)(b), one of the conditions
for the approval of revocation of the person's election is that
the avoidance of tax is not the main purpose, or one of the
main purposes, of the revocation. If the revocation of
election would result in the deduction of chargeable profits of
the person concerned, would tax avoidance be regarded as
the or a main purpose of the revocation under the proposed
section 18H(5)(b)?

(ili)  The proposed section 18H(7) suggests that upon an election
ceasing to have effect as a result of CIR's approval of its
revocation, the proposed sections 181 to 18L would not apply
to all subsequent years of assessment. Please clarify
whether a person whose application for revocation of an
election is approved by CIR wunder the proposed
section 18H(5) may subsequently make a fresh election under
the proposed section 18H(2) if, for example, the "good
commercial reasons"” for the previous revocation no longer

apply.

Under the proposed section 181(2), the proposed sections 18J, 18K
and 18L would not affect the operation of sections 17C and 17D,
both of which provide that profits are to be determined as if fair
value accounting were not generally accepted accounting practice in
relation to the security or part of the security. Please explain the
reason for excluding fair value accounting under sections 17C and
17D, and provide examples to illustrate how, if at all, the exclusion
would affect the operation of the proposed sections 18G to 18L.

Under the proposed section 18G(2)(b), an expression not defined in
the proposed sections 18G to 18L would have the same meaning as
the expression has in the specified financial reporting standard if the
expression is defined in the standard. It is noted that the proposed
section 18J(5) refers to the expression "effective interest rate"
which is undefined in the Bill or Cap. 112. Please confirm
whether that term is to be understood with reference to Appendix A
to the Hong Kong Financial Reporting Standard 9 (Financial
Instruments) ("HKFRS 9") which defines the term as "[t]he rate that
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