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INTRODUCTION  

 At the meeting of the Executive Council on 10 July 2018, the 
Council ADVISED and the Chief Executive ORDERED that the Inland 
Revenue (Convention on Mutual Administrative Assistance in Tax Matters) 
Order (“the Order”), at Annex A, should be made under section 49(1A) of 
the Inland Revenue Ordinance (Cap. 112) (“IRO”) to give effect to the 
Convention on Mutual Administrative Assistance in Tax Matters (“the 
Convention”) in Hong Kong.  The Convention will enable Hong Kong to 
effectively discharge its obligations on international tax co-operation. 
 
 
JUSTIFICATIONS 

International Tax Cooperation 

 
2. In recent years, the Organisation for Economic Co-operation and 
Development (“OECD”) has promulgated the automatic exchange of 
financial account information in tax matters (“AEOI”) and the base erosion 
and profit shifting (“BEPS”) package, with a view to enhancing tax 
transparency and combating cross-border tax evasion respectively.  
Exchange of information (“EoI”) for tax purposes across jurisdictions 
forms a key part of these two international tax co-operation initiatives.  
 
3. The common reporting standard on AEOI mandates financial 
institutions to identify financial accounts held by tax residents of 
reportable jurisdictions and collect the required information for reporting 
to the tax authority.  To fulfil Hong Kong’s commitment made in 
September 2014 to implementing AEOI, we need to exchange the 
information collected with other jurisdictions on an annual basis starting 
from September 2018. 
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4. The BEPS package seeks to counter the exploitation of gaps and 
mismatches in tax rules among economies by multinational enterprises 
(“MNEs”) to artificially shift profits to low or no-tax locations where there 
is little or no economic activity.  As Hong Kong committed in June 2016 to 
implement the BEPS package, we need to take forward the automatic 
exchange of country-by-country (“CbC”) reports and spontaneous 
exchange of information (“SEOI”) 1 on tax rulings.  In relation to the 
former requirement, the ultimate parent entities of the MNEs with annual 
consolidated group revenue not less than EUR750 million (or HK$6.8 
billion) are required to file CbC reports with their respective tax authorities 
for automatic exchange with other jurisdictions.  In relation to the latter, 
while Hong Kong in general will not conduct SEOI with other jurisdictions, 
we need to make an exception in respect of the six specific types of tax 
rulings2 in order to meet the minimum standard of the BEPS package. 
 
Limitations of the Bilateral Approach to EoI 
 
5. Hong Kong’s existing network for the EoI is underpinned by 40 
Comprehensive Avoidance of Double Taxation Agreements (“CDTAs”) 
and seven Tax Information Exchange Agreements (“TIEAs”).  We are 
working hard to continue expanding our treaty network.  Whilst we may 
ride on these bilateral treaties to exchange tax information under AEOI and 
the BEPS package, this has become increasingly impractical given the 
continued expansion in the scope and network of tax information 
exchanges in the international community.  In particular, the OECD 
requires participating jurisdictions to conduct the first round of AEOI with 
a wide network of partners by September 2018.  The European Union 
(“EU”) also expects Hong Kong’s EoI network to cover all of the 28 EU 
Member States by 2018 whereas we have so far signed CDTAs or TIEAs 
with 18 EU Member States only.  It is not possible to expand our tax treaty 
network fast enough for meeting Hong Kong’s EoI commitments under 
AEOI and the BEPS package. 
 
 

                                                      
1  Information is exchanged spontaneously when the supplying party, having obtained information 

which it believes will be of interest to the receiving party, passes the information without the 
receiving party asking for it.   

 
2  The OECD mandates compulsory SEOI on six specific types of tax rulings, i.e. (i) rulings relating to 

preferential regimes; (ii) unilateral advance pricing arrangements or any other cross-border unilateral 
rulings in respect of transfer pricing; (iii) cross-border rulings providing for a downward adjustment 
of taxable profits; (iv) permanent establishment rulings; (v) related party conduit rulings; and (vi) any 
other type of rulings that, in the absence of SEOI, could give rise to BEPS concerns. 
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6. Both the OECD and the EU attach great importance to the timely 
implementation of AEOI and the BEPS package.  In fact, they have drawn 
up their respective lists of “non-cooperative” tax jurisdictions based on the 
compliance status of each relevant jurisdiction with regard to the relevant 
requirements3.  A “non-cooperative” tax jurisdiction could be subject to 
counter-measures which would make it a less attractive place for 
investment and businesses.  Such counter-measures may include the 
imposition of withholding taxes and non-deductibility of costs of 
transactions by other jurisdictions. 
 
Extending the Application of the Convention to Hong Kong 

7. The Convention was jointly developed by the OECD and the 
Council of Europe in 1988 and amended by a Protocol in 2010.  It provides 
a multi-party platform which allows participating jurisdictions to mutually 
agree with each other on all possible forms of administrative co-operation 
in the assessment and collection of taxes, including various modes of EoI.  
Participation in the Convention will enable Hong Kong to gain access to a 
wide network of jurisdictions for exchanging tax information under AEOI 
and the BEPS package.   
 
8. The Convention has been open for signature by states only and each 
signatory state may specify the territory or territories to which the 
Convention applies.  Upon the request of Hong Kong, the Central People’s 
Government (“CPG”) agreed in principle in May 2017 to extend the 
application of the Convention to Hong Kong.  As at 2 July 2018, 124 
jurisdictions participated in the Convention, of which 17 jurisdictions are 
covered by territorial extension (Annex B). 
 
9. The declaration for extending the application of the Convention to 
Hong Kong (“Declaration for Extension”) made by the CPG was registered 
at the OECD on 29 May 2018.  It includes a list of reservations and 
declarations made by the CPG in respect of Hong Kong under the 
Convention (Annex C).  The CPG also deposited with the OECD on 25 
June 2018 a Unilateral Declaration on the effective date for exchanges of 
information with respect to AEOI (“Unilateral Declaration”), with a view 
to aligning the date of entry into effect of the Convention with Hong 

                                                      
3  On 5 December 2017, the EU published a list of “non-cooperative” tax jurisdictions for the first time.  

As at 25 May 2018, 7 jurisdictions (i.e. American Samoa, Guam, Namibia, Palau, Samoa, Trinidad 
and Tobago, and the US Virgin Islands) were included in the list for failing to meet the EU’s 
requirements on fair taxation, tax transparency and/or implementation of anti-BEPS standards.  The 
list will be updated at least once a year.  
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Kong’s committed timelines for the AEOI.  The Convention will enter into 
force in respect of Hong Kong on 1 September 20184. 
 
10. The Chief Executive in Council (“CE-in-C”) needs to make an order 
under section 49(1A) of the IRO in order to give effect to the Convention 
in Hong Kong.  The Order, at Annex A, sets out the full text of the 
Convention as well as the reservations and declarations made thereunder 
by the CPG in respect of Hong Kong.  In particular, it is worth noting that 
Hong Kong will not render other forms of assistance (e.g. recovery of tax 
claim/fine and tax examination) to other jurisdictions having regard to the 
reservations made under the relevant articles of the Convention.  The 
Order is subject to negative vetting by the Legislative Council 
(“LegCo”).  After the completion of the necessary legislative and 
administrative procedures, Hong Kong will be able to ride on the 
Convention to conduct EoI with other jurisdictions. 
 
11. Hong Kong has pledged to conduct the first round of AEOI with 
other jurisdictions, including all the EU Member States, by September 
2018.  It is therefore necessary for Hong Kong to give effect to the 
Convention as soon as possible so as to honour our commitments and 
ensure the timely implementation of AEOI.  Otherwise, Hong Kong may 
risk being labelled as a “non-cooperative” tax jurisdiction by the OECD 
and/or the EU, tarnishing Hong Kong’s reputation as an international 
financial centre.  In order that Hong Kong can commence the first round of 
AEOI on schedule, the Order will commence on the date of gazettal (i.e. 13 
July 2018) instead of allowing a full 49-day negative vetting period.  We 
briefed the LegCo Panel on Financial Affairs on this arrangement on 3 July 
2018 and explained the need for early commencement of the Order.  Panel 
members took note and raised no objection.  
 
Implementation of EoI under the Convention 
 
12. Hong Kong also needs to sign the respective Multilateral Competent 
Authority Agreements (“MCAAs”) on the AEOI and automatic exchange 
of CbC reports.  The MCAAs, signed by the Commissioner of Inland 
Revenue as the Competent Authority of Hong Kong under the Convention, 

                                                      
4  According to Article 29(2) of the Convention, any state may, at any later date, by a declaration 

addressed to one of the Depositaries, extend the application of the Convention to any other territory 
specified in the declaration.  In respect of such territory, the Convention shall enter into force on the 
first day of the month following the expiration of a period of three months after the date of receipt of 
such declaration by the Depositary.  As the Declaration for Extension was registered at the OECD on 
29 May 2018, the Convention will enter into force in respect of Hong Kong on 1 September 2018. 
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set out the modalities of exchange between tax authorities, including 
confidentiality requirements, timing for exchange, medium of transfer, etc.   
 
13. The Convention includes safeguards for protecting data privacy and 
confidentiality of the information exchanged and ensuring that secrecy is 
not compromised.  All parties to the Convention will have to comply with 
such obligations.  In case a jurisdiction fails to do so, we may suspend the 
exchange of information with such jurisdiction until we are satisfied that 
the relevant obligations are complied with.   

 
 
OTHER OPTIONS 

14. An order made by the CE-in-C under section 49(1A) of the IRO is 
the only way to give effect to the Convention.  There is no other viable 
option. 
 
 
THE ORDER 
15. The main provisions of the Order are as follows –  
 

(a) Section 2 declares that, for the purposes of section 49(1A) of 
the IRO, the following arrangements shall have effect: (i) the 
Convention signed by the CPG; (ii) the declaration of extension 
made by the CPG together with a list of reservations and 
declarations made under the Convention that applied to Hong 
Kong; and (iii) the Unilateral Declaration (“arrangements”); 

 
(b) Section 3 specifies the arrangements; 
 
(c) Schedule 1 sets out the text of the Convention; 
 
(d) Schedule 2 sets out the declarations and reservations made 

under the Convention that applied to Hong Kong; and 
 
(e) Schedule 3 sets out the Unilateral Declaration made under 

Article 28, paragraph 6 of the Convention.   
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LEGISLATIVE TIMETABLE 
 
16. The legislative timetable is as follows –  
 

Publication in the Gazette 
 

13 July 2018 

Commencement of the Order  
 

13 July 2018 

Tabling at LegCo  10 October 2018 
 
 

IMPLICATIONS OF THE PROPOSAL 

17. 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 the IRO and its subsidiary 
legislation.  It has no environmental, gender, family or productivity, and no 
sustainability implications other than those set out in the economic 
implications paragraph in Annex D.  The economic, financial and civil 
service implications of the proposal are set out in Annex D. 
 
 
PUBLIC CONSULTATION 

18. We briefed the LegCo Panel on Financial Affairs at its meetings on 
5 June 2017, 8 January 2018 and 3 July 2018 on the proposal of extending 
the application of the Convention to Hong Kong and members raised no 
objection.  We also issued a letter to relevant stakeholders, including 
financial institutions, regulators, chambers of commerce and professional 
bodies in April 2017 to update them on the Government’s plan to 
participate in the Convention. 
 
 
PUBLICITY 

19. We will issue a press release before tabling the Order at the LegCo.  
A spokesperson will be available to handle enquiries. 
 
 
BACKGROUND 

20. China became the 56th signatory to the Convention on 27 August 
2013.  Upon depositing the instrument of ratification of the Convention in 
October 2015, China made a declaration that the Convention shall not 
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apply to Hong Kong and Macao.  The Convention has entered into force in 
China since 1 February 2016.  
 
 
ENQUIRIES 

21. In case of enquiries about this Brief, please contact Mr Stephen Lo, 
Principal Assistant Secretary for Financial Services and the Treasury 
(Treasury), at 2810 2317. 
 
 
Financial Services and the Treasury Bureau 
11 July 2018 
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Annex B 
Jurisdictions participating in the  

Convention on Mutual Administrative Assistance in Tax Matters 
(as at 2 July 2018) 

1. Albania 
2. Andorra 
3. Anguilla # 
4. Argentina 
5. Armenia 
6. Aruba # 
7. Australia 
8. Austria 
9. Azerbaijan 
10. Bahamas 
11. Bahrain 
12. Barbados 
13. Belgium 
14. Belize 
15. Bermuda # 
16. Brazil 
17. British Virgin Islands # 
18. Brunei Darussalam 
19. Bulgaria 
20. Burkina Faso 
21. Cameroon 
22. Canada 
23. Cayman Islands # 
24. Chile 
25. China (People’s Republic of) 
26. Colombia 
27. Cook Islands 
28. Costa Rica 
29. Croatia 
30. Curacao # 
31. Cyprus 
32. Czech Republic 
33. Denmark 
34. Dominican Republic 
35. El Salvador 
36. Estonia 
37. Faroe Islands # 
38. Finland 
39. France 
40. Gabon 
 

# By territorial extension 

41. Georgia 
42. Germany 
43. Ghana 
44. Gibraltar # 
45. Greece 
46. Greenland # 
47. Grenada 
48. Guatemala 
49. Guernsey # 
50. Hong Kong # 
51. Hungary 
52. Iceland 
53. India 
54. Indonesia 
55. Ireland 
56. Isle of Man # 
57. Israel 
58. Italy 
59. Jamaica 
60. Japan 
61. Jersey # 
62. Kazakhstan 
63. Kenya 
64. Korea 
65. Kuwait 
66. Latvia 
67. Lebanon 
68. Liberia 
69. Liechtenstein 
70. Lithuania 
71. Luxembourg 
72. Macau # 
73. Macedonia 
74. Malaysia 
75. Malta 
76. Marshall Islands 
77. Mauritius 
78. Mexico 
79. Moldova 
80. Monaco 
81. Montserrat # 
82. Morocco 

 

83. Nauru 
84. Netherlands 
85. New Zealand 
86. Nigeria 
87. Niue 
88. Norway 
89. Pakistan 
90. Panama 
91. Paraguay 
92. Peru 
93. Philippines 
94. Poland 
95. Portugal 
96. Qatar 
97. Romania 
98. Russia 
99. Saint Kitts and Nevis 
100. Saint Lucia 
101. Saint Vincent and the Grenadines 
102. Samoa 
103. San Marino 
104. Saudi Arabia 
105. Senegal 
106. Seychelles 
107. Singapore 
108. Sint Maarten # 
109. Slovak Republic 
110. Slovenia 
111. South Africa 
112. Spain 
113. Sweden 
114. Switzerland 
115. Tunisia 
116. Turkey 
117. Turks and Caicos Islands # 
118. Uganda 
119. Ukraine 
120. United Arab Emirates 
121. United Kingdom 
122. United States 
123. Uruguay 
124. Vanuatu 



Annex C 
 

List of Reservations and Declarations 
under the Convention on 

Mutual Administrative Assistance in Tax Matters 
Made by the Central People’s Government in respect of Hong Kong 

 
 

 Reservations/Declarations  Purpose* 
1.  In accordance with the Basic Law of the 

Hong Kong Special Administrative 
Region of the People’s Republic of 
China (“PRC”), the Government of the 
PRC decides that, pursuant to paragraph 
2 of Article 29, the Convention applies 
to the Hong Kong Special 
Administrative Region (“Hong Kong 
SAR”) of the PRC. 
 

 To declare that the Convention 
shall apply to Hong Kong. 

2.  The three Reservations pursuant to 
paragraphs 1.b, 1.d and 1.e of Article 30 
of the Convention made by the PRC 
shall apply to the Hong Kong SAR. 
 

 To reserve that Hong Kong 
will not assist in (a) recovery 
of tax claim/fine; (b) service of 
documents; and (c) service of 
documents through post under 
the Convention. 
 

3.  The Reservation pursuant to paragraph 
1.a of Article 30 and the three 
Declarations pursuant to paragraph 1 of 
Article 2, paragraph 1.d of Article 3 and 
paragraph 3 of Article 4 of the 
Convention made by the PRC shall not 
apply to the Hong Kong SAR. 
 

 To provide that the relevant 
reservation and declarations 
made by the Central People’s 
Government are not applicable 
to Hong Kong. 

4.  Pursuant to paragraph 1.a of Article 30 
of the Convention, the Hong Kong SAR 
shall not provide any form of assistance 
in relation to the taxes of other Parties 
described in paragraph 1.b of Article 2 
of the Convention. 
 

 To reserve that Hong Kong 
will only provide assistance to 
the minimum tax types (i.e. 
paragraph 1.a of Article 2) 
under the Convention. 
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 Reservations/Declarations  Purpose* 
5.  Pursuant to paragraph 1.c of Article 30 

of the Convention, the Hong Kong SAR 
shall not provide assistance in respect of 
any tax claim, which is in existence at 
the date of entry into force of the 
Convention in respect of the Hong Kong 
SAR or, where a reservation has 
previously been made under paragraph 
1.a or 1.b of Article 30 of the 
Convention, at the date of withdrawal of 
such a reservation in relation to taxes in 
the category in question. 
 

 To reserve that Hong Kong 
will not assist in tax claim that 
is in existence at the date on 
which the Convention enters 
into force in Hong Kong or at 
the date on which the 
reservation(s) in paragraph 2 
or 4 above is withdrawn. 

6.  Pursuant to paragraph 1.f of Article 30 
of the Convention, the Hong Kong SAR 
shall apply paragraph 7 of Article 28 of 
the Convention exclusively for 
administrative assistance related to 
taxable periods beginning on or after 1 
January of the third year preceding the 
one in which the Convention entered 
into force in respect of the Hong Kong 
SAR, or where there is no taxable 
period, for administrative assistance 
related to charges to tax arising on or 
after 1 January of the third year 
preceding the one in which the 
Convention entered into force in respect 
of the Hong Kong SAR. 
 

 To reserve that for tax matters 
involving intentional conduct 
which is liable to prosecution 
under the criminal laws of the 
requesting Party, Hong Kong 
reserves the right not to 
provide any assistance to 
charges to tax before 1 January 
of the third year preceding the 
year in which the Convention 
enters into force in Hong Kong 
(i.e. before 1 January 2015 on 
the basis that the Convention 
enters into force in Hong Kong 
in 2018). 
 

7.  Pursuant to paragraph 1 of Article 2 of 
the Convention, for the Hong Kong 
SAR, the Convention shall apply to the 
following taxes imposed under the laws 
of the Hong Kong SAR administered by 
its tax authority: 
 
Paragraph 1.a.i of Article 2: 
- Profits Tax; 
- Salaries Tax; and  
- Property Tax. 
 

 To declare the types of taxes to 
which the Convention applies 
in Hong Kong. 
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 Reservations/Declarations  Purpose* 
8.  Pursuant to paragraph 1.d of Article 3 of 

the Convention, the competent authority 
of the Hong Kong SAR is the 
Commissioner of Inland Revenue of the 
Government of the Hong Kong SAR or 
the Commissioner’s authorised 
representative. 
 

 To declare the definition of 
competent authority in Hong 
Kong. 

9.  For the application of the Convention to 
the Hong Kong SAR, paragraph 1.e of 
Article 3 of the Convention refers to any 
person having the right of abode, or is 
incorporated or otherwise constituted in 
the Hong Kong SAR. 
 

 To declare the definition of 
“national” in Hong Kong, in 
accordance with the 
formulation usually adopted in 
our CDTAs. 
 

10.  Pursuant to paragraph 3 of Article 4 of 
the Convention, the Hong Kong SAR 
may inform its resident or national 
before transmitting information 
concerning that resident or national to 
another Party, in conformity with 
Article 5 of the Convention. 
 

 To declare that Hong Kong 
may inform its resident or 
national before the information 
concerning that resident or 
national is transmitted to 
another Party when handling 
exchange of information on 
request under the Convention.  
 

11.  Pursuant to paragraph 3 of Article 9 of 
the Convention, the Hong Kong SAR 
will not accept, as a general rule, such 
requests as are referred to in paragraph 1 
of Article 9 of the Convention. 

 To declare that Hong Kong 
would generally not accept 
requests for tax examinations 
abroad. 
 

    
*  For reference only and not forming part of the reservation and declarations 

under the Convention or the Order. 



Annex D 
 

Economic, Financial and Civil Service  
Implications of the Proposal 

 
 

Economic Implications 

 The proposal will demonstrate Hong Kong’s commitment to 
enhancing its tax transparency and participating in international tax 
co-operation.  This is particularly crucial for Hong Kong to preserve its 
competitiveness and reputation as an international financial and business 
centre, and to avoid being listed as a “non-cooperative” tax jurisdiction by 
the OECD and/or the EU. 
 
 
Financial and Civil Service Implications 

2. Additional resources have been provided to the Financial Services 
and the Treasury Bureau and the Inland Revenue Department in 2017-18 
and beyond to cope with treaty negotiations, stakeholders’ engagement, 
legislative exercises and implementation work arising from reinforced 
international tax co-operation. 




