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A BILL
To

Amend the Inland Revenue Ordinance (Cap. 112) to implement the
international tax reform proposals to address the base erosion
and profit shifting risks arising from digitalization of economy
by introducing a global minimum effective tax targeting certain
large multinational enterprise groups; to implement a domestic
minimum top-up tax for the purpose of safeguarding Hong
Kong’s taxing rights on those groups and their members; and
to make minor miscellaneous amendments.

Enacted by the Legislative Council.

1. Short title and commencement

(1) This Ordinance may be cited as the Inland Revenue
(Amendment) (Minimum Tax for Multinational Enterprise
Groups) Ordinance 2024.

(2) Subject to subsection (3), this Ordinance comes into
operation on the day on which it is published in the
Gazette.

(3) Section 3(3) is deemed to have come into operation on
1 January 2024.
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2. Inland Revenue Ordinance amended

The Inland Revenue Ordinance (Cap. 112) is amended as set
out in sections 3 to 16.

3. Section 2 amended (interpretation)
(1) Section 2(1)—
Repeal the definition of service provider
Substitute
“service provider (N5 2L E)—

(a) except in relation to a provision of Part 9 or 9A
or Schedule 62—has the meaning given by
section 50A(1);

(b) in relation to a provision of Part 9—has the
meaning given by section STAAD(8);

(c) in relation to a provision of Part 9A—has the
meaning given by section 58B(2); or

(d) in relation to a provision of Schedule 62—has
the meaning given by section 2 of that
Schedule;”.

(2) Section 2(1)—
Add in alphabetical order
“HKMTT (7545 5 (XA /2 Bl )—see section 26AE(4);

IIR top-up tax (WAAFLHIHEFL)—see section
26AE(2);
profits tax (F15Hi)—
(a) in this Ordinance (except in a reference to
profits tax under Part 4 (however worded) or to

provisional profits tax), means, subject to
paragraph (b)—
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(1) profits tax under Part 4 (including
provisional profits tax under Part 10B); or

(i1) top-up tax under Part 4AA; or

(b) in Parts 4, 7, 8AA, 8A, 9A and 10B and
Schedules relating to provisions of those Parts,
means profits tax under Part 4 (including
provisional profits tax under Part 10B);

top-up tax (fifi £BL) means—
(a) IR top-up tax;
(b) UTPR top-up tax; or
(c) HKMTT;
UTPR top-up tax (IEBiFEHLAIH EFi)—see section
26AE(2);”.
(3) After section 2(8)—
Add
“(9) Unless otherwise provided by this Ordinance, an
entity is a tax resident in Hong Kong if—

(a) where the entity is a company—the entity is
incorporated in Hong Kong or, if incorporated
outside Hong Kong, normally managed or
controlled in Hong Kong; or

(b) in any other case—the entity is constituted
under the laws of Hong Kong or, if otherwise
constituted, normally managed or controlled in
Hong Kong.”.

4. Section 4 amended (official secrecy)
After section 4(6)—
Add
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“(7) Despite anything contained in this section, the
Commissioner, or any officer of the Inland Revenue
Department authorized by the Commissioner in that
behalf, may communicate to any entity or permanent
establishment of an MNE group any matter that
comes to his or her knowledge in connection with
the implementation of the GloBE rules and HKMTT
under Part 4AA, if doing so is necessary for—

(a) the determination of the amount (if any) of
top-up tax payable by, or chargeable in respect
of the income of, any entity or permanent
establishment of the MNE group; or

(b) the performance of duties under this Ordinance
involving top-up tax.”.

5. Section 14IM amended (calculation of net payments of finance
charges or interest for funding leases)

Section 14IM(3)—
Repeal
“‘A=B-C-D-E+F”
Substitute
“A=B-C-D+E+F".

6. Section 16 amended (ascertainment of chargeable profits)
(1) Section 16(1)(c) and (ca)—
Repeal
“subsection (2J)”
Substitute

“subsections (2J) and (2L)”.
(2) After section 16(2K)—



Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups)

Clause 7

Bill 2024

C4315

7.

8.

Add
CC(ZL)

Subsection (1)(c) and (ca) does not apply in relation
to any top-up tax paid, in a territory outside Hong
Kong, under an IIR or UTPR within the meaning of
the OECD GloBE model rules (as defined by section
26AD(1)) implemented and administered in that
territory (whether or not a qualified IIR or qualified
UTPR).”.

Section 25A added
After section 25—

Add

“25A. Reimbursement for top-up tax not taken into account for
purposes of Part 4

(1)

2)

A payment made to a designated paying entity of an
MNE group by another constituent entity of the
MNE group in respect of, but not exceeding, the
amount of UTPR top-up tax or HKMTT that the
other constituent entity would have been chargeable
to for the fiscal year had section 31 of Schedule 62
not applied, must not be taken into account in
calculating the profits or loss of either entity for the
purposes of profits tax under this Part.

An expression in subsection (1) that is also used in
Schedule 62 has the same meaning as in that
Schedule.”.

Part 4AA added
After Part 4—

Add
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“Part 4AA

Minimum Tax for Multinational Enterprise
Groups

Notes—

1. The purpose of this Part and Schedules 60 to 63 is to implement,
in Hong Kong, the Global Anti-Base Erosion Model Rules
(OECD GloBE model rules) as part of the OECD/G20 Base
Erosion and Profit Shifting (BEPS) Project.

2. The OECD GloBE model rules ensure a multinational enterprise
group, with an annual consolidated revenue of at least EUR 750
million in at least 2 of the 4 fiscal years immediately preceding
the current fiscal year (in-scope MNE group), pays a minimum
level of tax (currently at 15%) on the income arising in each of
the jurisdictions where it operates.

3. The OECD GloBE model rules consist of the income inclusion
rule (ZIR) and the undertaxed profits rule (UTPR). The IIR and
UTPR, as applied to constituent entities located in a jurisdiction,
are explained in Notes 4 to 8 respectively.

4. For the purposes of the IIR and UTPR, an in-scope MNE group
must—

(a) identify, for each jurisdiction in which the group operates
(operating jurisdiction), the constituent entities of the
group; and

(b)  for each operating jurisdiction—

(i) determine for each constituent entity operating
there—

(A) its income (or loss) for the purposes of the
OECD GloBE model rules; and

(B) the tax attributable to the income for the
purposes of the OECD GloBE model rules;
(i) determine—

(A) the aggregate income (or loss) under
subparagraph (i)(A) for all constituent entities
in the operating jurisdiction; and
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(B) the aggregate tax under subparagraph (i)(B)
for all constituent entities in the operating
jurisdiction; and

(iii)  determine the effective tax rate for the operating
jurisdiction by dividing the result of subparagraph

(i1)(B) by the result of subparagraph (ii)(A).

5. A low-tax jurisdiction is an operating jurisdiction for which the
effective tax rate is below the minimum rate.

6. The top-up tax for a low-tax jurisdiction is the product of—

(a)  the excess income (the result of Note 4(b)(ii)(A) for the
jurisdiction less a substance-based income exclusion for the
jurisdiction); and

(b)  the top-up tax percentage (that is, the difference between
the minimum tax rate and the effective tax rate for the
jurisdiction).

7. A parent entity of the MNE group located in Hong Kong is
subject to the IIR implemented in Hong Kong. Under the IIR,
the top-up tax is charged at the level of the parent entity, in
proportion to its ownership interests in those constituent entities
in the low-tax jurisdictions, other than Hong Kong.

8. The UTPR is a backstop to the IIR, as explained below—

(a) all or part of the top-up tax computed for the constituent
entities of the MNE group operating in low-tax
jurisdictions may not be fully brought into charge under
IIR, especially if the ultimate parent entity is not located
in a jurisdiction implementing IIR;

(b)  under the UTPR, that top-up tax not brought into charge
is the UTPR top-up tax amount, which—

(i) is allocated among Hong Kong and other
jurisdictions implementing the UTPR; and

(i) payable by constituent entities of the MNE group
located in Hong Kong and those other jurisdictions.

9. Apart from its constituent entities located in a jurisdiction, joint
ventures, subsidiaries of joint ventures and stateless constituent
entities (collectively other entities) of the MNE group located or
operating in low-tax jurisdictions outside Hong Kong may render
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the MNE group liable to top-up tax under the IIR or UTPR in
Hong Kong.

10.  In addition, a domestic minimum top-up tax, intended to be a
qualified domestic minimum top-up tax under the OECD GloBE
model rules, is imposed under this Part. It is a domestic tax fully
credited against tax liability under IIR and UTPR. In effect—

(a)

(b)

should Hong Kong be a low-tax jurisdiction for an MNE
group, a domestic minimum top-up tax is payable in Hong
Kong by the constituent entities and other entities of the
group located or operating in Hong Kong; and

the total amount of the domestic minimum top-up tax
payable by the entities mentioned in paragraph (a) is equal
to the top-up tax that would (in the absence of the
domestic minimum top-up tax) have been payable on the
income of those entities, under IIR implemented in other
jurisdictions by parent entities in those other jurisdictions.

26AD. Interpretation of Part 4AA
(1) In this Part—

fiscal year (WFBUFJE) has the meaning given by Article
10.1.1 of the GloBE rules;

GloBE rules ( {23k A= il HE AL A )—

(a)

(b)

subject to paragraph (b), means the rules set out
in Part 1 of Schedule 60 (adopted rules), read
together with Part 2 of that Schedule; or

in—

(1) the definitions of agreed administrative
guidance, commentary, GloBE
implementation  framework, qualified

domestic minimum top-up tax, qualified IIR
and qualified UTPR in Article 10.1.1 of the
adopted rules;
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(i) a reference to subject to the GloBE rules
in the adopted rules; and

(iii)) a reference to the scope of the GloBE rules
in the adopted rules,

means the OECD GloBE model rules (as
implemented by any jurisdiction, if applicable);

OECD GloBE model rules ( 585 #45% (A2 Bk AR B SE A
HIJ %8 4%) ) means the rules that are set out in the
document entitled OECD/G20 Base Erosion and
Profit Shifting Project: Tax Challenges Arising from
the Digitalisation of the Economy—Global Anti-
Base Erosion Model Rules (Pillar Two) published on
20 December 2021;

OECD GloBE rules document ( 8 & #5% (& ¥k AR B
FH A X ) means a document with its title and
other particulars specified in Part 1 of Schedule 63;

OECD GloBE rules guidance ( %84 #4% (2K =B
#HI) #8 51 ) means the guidance in the OECD
GloBE rules documents and includes the specified
OECD GloBE rules guidance;

specified OECD GloBE rules guidance (18 A#& 548 (&
BRI BIEERIAL) $55]) means any guidance in
relation to a provision of the OECD GloBE model
rules specified in column 3 of Part 2 of Schedule 63
that has effect in relation to a corresponding
provision of the GIloBE rules and is specified
opposite to that provision in column 4 of that Part.

(2) A note located in this Part or in Schedules 60, 61, 62
and 63 is provided for information only and has no
legislative effect.



Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups)

Clause 8

Bill 2024

C4325

26AE. Charge of top-up tax under IIR and UTPR and charge of
domestic minimum top-up tax under HKMTT

(1)

)

)

(4)

)

The GIloBE rules have effect for implementing, in
Hong Kong, the OECD GloBE model rules to ensure
that a multinational enterprise group, with an annual
consolidated revenue of at least EUR 750 million in
at least 2 of the 4 fiscal years immediately preceding
the current fiscal year, pays a minimum level of tax
at 15% on the income arising in each of the
jurisdictions where it operates.

Without limiting subsection (1), the GloBE rules
have effect for charging top-up taxes under the IIR
and UTPR within the meaning of the OECD GloBE
model rules, to be called the IIR top-up tax and
UTPR top-up tax respectively.

Part 3 of Schedule 60 provides for various
transitional and permanent safe harbours in relation
to the implementation of the GloBE rules.

Schedule 61 has effect for charging a domestic
minimum top-up tax within the meaning of the
OECD GloBE model rules, to be called the Hong
Kong minimum top-up tax or HKMTT.

Schedule 62 contains the provisions on the
administration of the IIR top-up tax, UTPR top-up
tax and HKMTT including—

(a) requirements for the filing of returns and
notices and provision of information relevant to
the determination of liability for any top-up tax;
and
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26AF.

(6)

(7)

(8)

(b) provisions that disapply provisions of this
Ordinance in relation to any top-up taxes or
modify them in their application in relation to
any top-up tax.

The IIR top-up tax is payable in relation to a fiscal
year beginning on or after 1 January 2025.

The UTPR top-up tax is payable in relation to a
fiscal year beginning on or after a date specified by
the Secretary for Financial Services and the Treasury
by notice published in the Gazette.

The HKMTT is payable in relation to a fiscal year
beginning on or after 1 January 2025.

Consistency with the OECD GloBE rules documents

(1)

2)

This Part and Schedules 60, 61 and 62 are to be
construed in accordance with the OECD GloBE
rules guidance in a way that best serves the purpose
of making provision for the following, within the
meaning of the OECD GloBE model rules—

(a) a qualified IIR;

(b) a qualified UTPR;

(c) a qualified domestic minimum top-up tax;

(d) safe harbours.

The OECD GloBE rules guidance is to be given
effect to in a way that supplements, and clarifies the
interpretation and operation of, this Part and
Schedules 60, 61 and 62.
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26AG. Power to amend definition of OECD GloBE model rules
and Schedules 60 to 63

(1) The Secretary for Financial Services and the Treasury
may, by notice published in the Gazette, amend—

(a) the definition of OECD GloBE model rules in
section 26AD(1); and

(b) Schedules 60, 61, 62 and 63.

(2) A notice published under subsection (1) may
contain any incidental, supplemental, evidential,
consequential, savings and transitional provisions
that are expedient in consequence of the amendments
made under that subsection.

26AH. Anti-avoidance of obligations under Part 4AA
If—
(a) a person enters into any arrangements; and

(b) the main purpose, or one of the main purposes,
of the person in entering into the arrangements
is to avoid any obligation under this Part
(including Schedules 60, 61, 62 and 63),

this Part (including the Schedules) has effect as if the
arrangements had not been entered into.”.

9. Section 50 amended (tax credits under double taxation
arrangements)

At the end of section 50—
Add

“(11) To avoid doubt, no top-up tax payable under an IIR
or UTPR, within the meaning of the OECD GloBE
model rules and implemented and administered in a
territory outside Hong Kong (whether or not a
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qualified IIR or qualified UTPR) is to be allowed as
a credit under this section.”.

10. Section SOAAC amended (interpretation of Part 8AA)
Section S0AAC(1), definition of OECD rules, paragraph (b)—

Repeal

“10 July 2017~
Substitute

“20 January 2022”.

11. Section 58B amended (interpretation of Part 9A)
Section 58B(2), definition of ChCR documents, paragraph (b)—

Repeal
“2018”
Substitute
“2024”.

12. Section 79A added
Part 14, before section 80—

“T9A.

Add

Interpretation of Part 14: offences relating to Schedule 60,
61 or 62

(1) In this Part—
Part 444 entity ((E4AATBEHE) means—

(a) in relation to a provision of this Part that relates
to any requirement, liability or obligation
imposed under Schedule 60, 61 or 62 (GloBE-
related obligation) on a HK constituent entity
(however described), the HK constituent entity;
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2)

(b) in relation to a GloBE-related obligation that
also applies, under Schedule 60, 61 or 62 (as the
case requires), to a HK standalone JV or HK
member of a JV group (however described), the
HK standalone JV or HK member (as the case
requires); or

(c) in relation to a GloBE-related obligation that
also applies, under Schedule 60, 61 or 62 (as the
case requires), to a Part 4AA stateless
constituent entity (however described), the
stateless constituent entity.

Unless the contrary intention appears, an
expression—

(a) wused in a provision of this Part that relates to
any requirement, liability or obligation under
Schedule 60, 61 or 62; and

(b) defined or otherwise explained in any provision
of Part 4AA or of Part 1 of Schedule 60 or of
Schedule 61 or 62 (definition provisions),

has the same meaning as in the definition
provisions.”.

13. Sections 800 to 80R added
After section 80N—

“800.

Add

Minimum tax for MNE groups: offences by Part 4AA
entities

(1)

A Part 4AA entity commits an offence if the entity,
without reasonable excuse—

(a) fails to comply with—
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2)

(b)

(©)

(d)

(i) a requirement under section 3(1) of
Schedule 62;

(i) a requirement under section 5(1) of

Schedule 62; or

(iii)) a requirement of a notice given to it under

section 12(1) of Schedule 62;

in purported compliance with section 3(1) of
Schedule 62, files, or causes or allows to be filed
on its behalf, a top-up tax return that is
misleading, false or inaccurate in a material
particular, whether or not because any
information is omitted from the top-up tax
return;

in purported compliance with section 5(1) of
Schedule 62, files, or causes or allows to be filed
on its behalf, a notice that is misleading, false
or inaccurate in a material particular, whether
or not because any information is omitted from
the notice; or

makes any statement or provides any
information relating to any matter or thing,
affecting its MNE group’s top-up tax liability,
that is misleading, false or inaccurate in a
material particular, whether or not because
anything is omitted from the statement or
information.

For subsection (1)(a)(i) and (ii), (b), (c¢) and (d),
engaging a service provider under section 13 of
Schedule 62 does not in itself constitute a reasonable
excuse.
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3)

(4)

)

(6)

(7)

(8)

)

(10)

A Part 4AA entity that commits an offence under
subsection (1)(a)(i) or (ii) is liable on conviction to a
fine at level 3 and a further fine of treble the top-up
tax undercharged amount.

A Part 4AA entity that commits an offence under
subsection (1)(a)(iii) is liable on conviction to a fine
at level 3.

A Part 4AA entity that commits an offence under
subsection (1)(b), (c) or (d) is liable on conviction to
a fine at level 3 and a further fine of treble the top-
up tax undercharged amount.

In case of an offence under subsection (1)(a), the
court may order the Part 4AA entity, within a time
specified in the order, to do the act that the entity
has failed to do.

Any Part 4AA entity that does not comply with an
order of the court under subsection (6) commits an
offence and is liable on conviction to a fine at level 4.

In relation to a Part 4AA entity that is not a
corporation, this section applies to a person who acts
for the entity or is responsible for the management
of the entity as if a reference to a Part 4AA entity in
this section were a reference to that person.

In relation to a Part 4AA entity that is a permanent
establishment of a main entity, this section also
applies to the main entity as if a reference to a Part
4AA entity in this section were a reference to the
main entity.

In subsection (1)(d), in relation to a Part 4AA entity
of an MNE group, a reference to a matter or thing
affecting the MNE group’s top-up tax liability is a
reference to a matter or thing relevant to the
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(11)

determination of any top-up tax payable by a Part
4AA entity of the MNE group.

In subsections (3) and (5)—
top-up tax undercharged amount (% /& B /> BB ) —

(a)

(b)

for an offence that relates to a failure to comply
with a provision of Schedule 62—means the
amount of top-up tax that has been
undercharged as a result of the failure, or would
have been so undercharged if the failure had
not been detected; or

for an offence that relates to any top-up tax
return, notice, statement or information that is
misleading, false or inaccurate in a material
particular—means the amount of top-up tax
that—

(1) has been undercharged as a result of the
top-up tax return, notice, statement or
information; or

(i)) would have been so undercharged if the
top-up tax return, notice, statement or
information had been accepted as correct.

80P. Minimum tax for MNE groups: offences by service provider

(1) This section applies if a service provider is engaged
by a Part 4AA entity under section 13 of Schedule
62 to file, for or on behalf of a Part 4AA entity—

2)

(a)
(b)

a top-up tax return; or

a notice required to be filed under a provision
of that Schedule.

A person who is a service provider engaged to carry
out a Part 4AA entity’s obligations under section
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)

(4)

)

3(1) of Schedule 62 commits an offence if the person,
without reasonable excuse, fails to cause a top-up tax
return to be filed as required by that section.

A person who is a service provider engaged to carry
out a Part 4AA entity’s obligations under section
5(1) of Schedule 62 commits an offence if the person,
without reasonable excuse, fails to cause a notice to
be filed as required by that section.

A person who is a service provider commits an
offence if—

(a) the person, without reasonable excuse and in
purported compliance with section 3(1) of
Schedule 62, files on behalf of a Part 4AA
entity, or causes or allows the entity to file, a
top-up tax return not in accordance with the
information provided, or instructions given, by
the entity to the service provider; and

(b) the top-up tax return is misleading, false or
inaccurate in a material particular, whether or
not because any information is omitted from the
top-up tax return.

A person who is a service provider commits an
offence if—

(a) the person, without reasonable excuse and in
purported compliance with section 5(1) of
Schedule 62, files on behalf of a Part 4AA
entity, or causes or allows the entity to file, a
notice not in accordance with the information
provided, or instructions given, by the entity to
the service provider; and
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80Q.

(b) the notice is misleading, false or inaccurate in a
material particular, whether or not because any
information is omitted from the notice.

(6) A person who commits an offence under subsection
(2), (3), (4) or (5) is liable on conviction to a fine at
level 3.

(7) The court may order a person who commits an
offence under subsection (2) or (3) to do, within the
time specified in the order, the act that the person
has failed to do.

(8) A person who fails to comply with an order of the
court under subsection (7) commits an offence and is
liable on conviction to a fine at level 6.

Minimum tax for MNE groups: offences by directors etc.
of Part 4AA entities and service provider

If—
(a) any of the following persons is a corporation—

(1) a Part 4AA entity that commits an offence
under section 800;

(i) a person who commits an offence under
section 800 by virtue of section 800(8) or

9);
(iii) a service provider that commits an offence
under section 80P; and

(b) the offence was committed with the consent or
connivance of a director, or other officer
concerned in the management, of the
corporation, or any person purporting to act as
such director or officer (specified person),
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the director or officer or specified person, as the case
requires, also commits the offence and is liable on
conviction to the penalty provided for that offence.

80R. Minimum tax for MNE groups: miscellaneous provisions for
certain offences

(1) Despite section 26 of the Magistrates Ordinance (Cap.
227), proceedings in respect of an offence under
section 800, 80P or 80Q (other than an indictable
offence) may be brought no later than the later of
the following—

(a) the expiry of 2 years from the day on which the
offence was discovered by the Commissioner;

(b) the expiry of 6 years after the day on which the
offence was committed.

(2) The Commissioner may compound an offence under
section 800, 80P or 80Q, and may, before judgment,
stay or compound any proceedings instituted for the
offence.”.

14. Section 82 amended (penal provisions relating to fraud, etc.)
(1) After section 82(1AAC)—
Add
“(1IAAD) A person commits an offence if the person either—

(a) wilfully, with intent to evade top-up tax or to
assist any other person to evade top-up tax, and
in purported compliance with a requirement
under section 3(1) or 5(1) of Schedule 62,
provides information that is misleading, false or
inaccurate in a material particular; or
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(b) wilfully, with intent to evade top-up tax or to
assist any other person to evade top-up tax,
omits anything from the statement made or
information provided, in relation to any matter
or thing affecting an MNE group’s top-up tax
liability, in purported compliance with the
requirement.”.

(2) After section 82(1A)—
Add

“(1B) A person who commits an offence under subsection
(1AAD) is liable—

(a) on summary conviction to—
(i) a fine at level 3;

(i) a further fine of treble the top-up tax
undercharged amount; and

(iii) imprisonment for 6 months; or
(b) on indictment to—
(i) a fine at level 5;

(1) a further fine of treble the top-up tax
undercharged amount; and
(i) imprisonment for 3 years.”.
(3) Section 82(3), Chinese text, definition of &ALk —
Repeal

(152

N
Substitute
(4) Section 82(3)—

Add in alphabetical order
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“top-up tax undercharged amount (fifi LB/ VEFIF), in
relation to an offence, means the amount of top-up
tax that—

(a) has been undercharged as a result of the
offence; or

(b) would have been so undercharged, had the
offence not been detected;”.

(5) After section 82(3)—
Add

“(4) Section 800(10) applies to subsection (IAAD)(b) as
it applies to section 800(1)(d).”.

15. Section 82A amended (additional tax in certain cases)
(1) After section 82A(1K)—
Add
“(1L) If—
(a) a person that is a Part 4AA entity of an MNE
group—

(i) without reasonable excuse, fails to comply
with section 3(1) of Schedule 62;

(i) without reasonable excuse, fails to comply
with section 5(1) of Schedule 62;

(1) without reasonable excuse and in
purported compliance with section 3(1) of
Schedule 62, files, or causes or allows to be
filed on its behalf, a top-up tax return that
is misleading, false or inaccurate in a
material particular, whether or not because
any information is omitted from the top-
up tax return;



Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups)

Clause 15

Bill 2024

C4351

(IM)

(IN)

(iv) without reasonable excuse and in
purported compliance with section 5(1) of
Schedule 62, files, or causes or allows to be
filed on its behalf, a notice that is
misleading, false or inaccurate in a material
particular, whether or not because any
information is omitted from the notice; or

(v) without reasonable excuse, makes any
statement or provides any information
relating to any matter or thing, affecting
the MNE group’s top-up tax liability, that
is misleading, false or inaccurate in a
material particular, whether or not because
anything is omitted from the statement or
information; and

(b) no prosecution for an offence under section 800
or 82 has been instituted in respect of the same
facts,

the person is liable to be assessed under this section
to additional tax of an amount not exceeding treble
the top-up tax undercharged amount.

In relation to a Part 4AA entity that is not a
corporation, subsection (1L) applies to a person who
acts for the entity or is responsible for the
management of the entity as if a reference to a Part
4AA entity in that subsection were a reference to that
person.

In relation to a Part 4AA entity that is a permanent
establishment of a main entity, subsection (1L) also
applies to the main entity as if a reference to a Part
4AA entity in that subsection were a reference to the
main entity.
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(10)  Section 800(10) applies to subsection (1L)(a)(v) as it
applies to section 800(1)(d).”.
(2) After section 82A(4)(a)(i)(H)—
Add
“(I) for additional tax to be assessed under subsection
(1L)—the alleged failure to comply with section 3(1)
or 5(1) of Schedule 62 or the allegation that the top-
up tax return, notice, statement or information is
misleading, false or inaccurate in a material
particular;”.
(3) Section 82A(9), Chinese text, definition of B,
paragraph (b)—
Repeal
CC%:‘j\p ° bb
Substitute
“%:‘QL\' ’ ’
(4) Section 82A(9)—

Add in alphabetical order
“top-up tax undercharged amount (1 /& B > B ) —

(a) for additional tax assessed because of a failure
to comply with a provision of Schedule
62—means the amount of top-up tax that has
been undercharged as a result of the failure, or

would have been so undercharged if the failure
had not been detected; or

(b) for additional tax assessed because of any top-
up tax return, notice, statement or information
that is misleading, false or inaccurate in a
material particular—means the amount of top-
up tax that—
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(1) has been undercharged as a result of the
top-up tax return, notice, statement or
information; or

(i) would have been so undercharged if the
top-up tax return, notice, statement or
information had been accepted as
correct;”.

16. Schedules 60 to 63 added
After Schedule 59—

Add

“Schedule 60
[ss. 26AD, 26AE,
26AF, 26AG,

26AH & 79A &
Schs. 61 & 62]

GloBE Rules

Part 1

Notes—

1.

This Part adopts the OECD GloBE model rules (except Articles
24.2, 8.1, 8.3 and 9.4 of those rules) with certain necessary
changes made.

Notes are added, after certain Articles in this Part, to refer to the
relevant specified OECD GloBE rules guidance.

Also, notes are added, after certain Articles in this Part, to point
out modifications made to those Articles by Part 2 of this
Schedule.
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Chapter 1 Scope

Article 1.1. Scope of GloBE rules

1.1.1.

The GIloBE rules apply to constituent entities that are
members of an MNE group that has annual revenue of
EUR 750 million or more in the consolidated financial
statements of the ultimate parent entity (UPE) in at least
two of the four fiscal years immediately preceding the
tested fiscal year. Further rules are set out in Article 6.1
which modify the application of the consolidated revenue
threshold in certain cases.

If one or more of the fiscal years of the MNE group taken
into account for purposes of Article 1.1.1 is of a period
other than 12 months, for each of those fiscal years the
EUR 750 million threshold is adjusted proportionally to
correspond with the length of the relevant fiscal year.

Entities that are excluded entities are not subject to the
GIloBE rules.

Article 1.2. MNE group and group

1.2.1.

1.2.2.

An MNE group means any group that includes at least
one entity or permanent establishment that is not located
in the jurisdiction of the ultimate parent entity.

A group means a collection of entities that are related
through ownership or control such that the assets,
liabilities, income, expenses and cash flows of those
entities:

(a) are included in the consolidated financial statements
of the ultimate parent entity; or
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(b) are excluded from the consolidated financial
statements of the ultimate parent entity solely on size
or materiality grounds, or on the grounds that the
entity is held for sale.
1.2.3. A group also means an entity that is located in one

jurisdiction and has one or more permanent
establishments located in other jurisdictions provided that
the entity is not a part of another group described in
Article 1.2.2.

Article 1.3. Constituent entity

1.3.1.

1.3.2.

1.3.3.

A constituent entity is:
(a) any entity that is included in a group; and

(b) any permanent establishment of a main entity that is
within paragraph (a).

A permanent establishment that is a constituent entity
under paragraph (b) above shall be treated as separate
from the main entity and any other permanent
establishment of that main entity.

A constituent entity does not include an entity that is an
excluded entity.

Article 1.4. Ultimate parent entity

1.4.1.

Ultimate parent entity means either:
(a) an entity that:

1. owns directly or indirectly a controlling interest
in any other entity; and
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ii. is not owned, with a controlling interest, directly
or indirectly by another entity; or
(b) the main entity of a group that is within Article 1.2.3.
Note—

In relation to Article 1.4.1, see the specified OECD GIloBE rules
guidance in—

(a) paragraphs 36.1 to 36.4 of Chapter 1 of the 2023
Commentary; and

(b)  section 1.4 of the Feb-2023 Administrative Guidance.
Article 1.5. Excluded entity

1.5.1.  An excluded entity is an entity that is:
(a) a governmental entity;
(b) an international organisation;
(c) a non-profit organisation;
(d) a pension fund;

(¢) an investment fund that is an ultimate parent entity;
or

(f) a real estate investment vehicle that is an ultimate
parent entity.

1.5.2.  An excluded entity is also an entity:

(a) where at least 95% of the value of the entity is
owned (directly or through a chain of excluded
entities) by one or more excluded entities referred to
in Article 1.5.1 (other than a pension services entity)
and where that entity:

1. operates exclusively or almost exclusively to
hold assets or invest funds for the benefit of the
excluded entity or entities; or
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(b)

ii. only carries out activities that are ancillary to
those carried out by the excluded entity or
entities; or

where at least 85% of the value of the entity is
owned (directly or through a chain of excluded
entities), by one or more excluded entities referred to
in Article 1.5.1 (other than a pension services entity)
provided that substantially all of the entity’s income
is excluded dividends or excluded equity gain or loss
that is excluded from the computation of GloBE
income or loss in accordance with Articles 3.2.1(b)
or (¢).

Notes—

1.

In relation to Article 1.5.2, see the specified OECD GloBE rules

guidance in—

(a) paragraph 43.1 of Chapter 1 of the 2023 Commentary;
and

(b)  section 1.5 of the Feb-2023 Administrative Guidance.

In relation to Article 1.5.2(a), see the specified OECD GloBE
rules guidance in paragraph 45 of Chapter 1 of the 2023
Commentary.

In relation to Article 1.5.2(a)i, see the specified OECD GloBE

rules guidance in—

(a) paragraph 54.1 of Chapter 1 of the 2023 Commentary;
and

(b)  section 1.5 of the Feb-2023 Administrative Guidance.

In relation to Article 1.5.2(a)ii, see the specified OECD GloBE

rules guidance in—

(a) paragraphs 54.2 to 54.5 of Chapter 1 of the 2023
Commentary; and

(b)  section 1.6 of the Feb-2023 Administrative Guidance.
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1.5.3.

A filing constituent entity may elect not to treat an entity
as an excluded entity under Article 1.5.2. An election
under this Article is a five-year election.

Chapter 2 Charging Provisions

Article 2.1. Application of the IIR

2.1.1.

A constituent entity, that is the ultimate parent entity of
an MNE group, located in Hong Kong that owns (directly
or indirectly) an ownership interest in a low-taxed
constituent entity at any time during the fiscal year shall
pay a tax in an amount equal to its allocable share of the
top-up tax of that low-taxed constituent entity for the
fiscal year.

An intermediate parent entity of an MNE group located
in Hong Kong owns (directly or indirectly) an ownership
interest in a low-taxed constituent entity at any time
during a fiscal year shall pay a tax in an amount equal to
its allocable share of the top-up tax of that low-taxed
constituent entity for the fiscal year.

Article 2.1.2 shall not apply if:

(a) the ultimate parent entity of the MNE group is
required to apply a qualified IIR for that fiscal year;
or

(b) another intermediate parent entity that owns (directly
or indirectly) a controlling interest in the intermediate
parent entity is required to apply a qualified IIR for
that fiscal year.
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2.14.

Notwithstanding Articles 2.1.1 to 2.1.3, a partially-owned
parent entity located in Hong Kong that owns (directly or
indirectly) an ownership interest in a low-taxed constituent
entity at any time during the fiscal year shall pay a tax in
an amount equal to its allocable share of the top-up tax
of that low-taxed constituent entity for the fiscal year.

Article 2.1.4 shall not apply if the partially-owned parent
entity is wholly owned (directly or indirectly) by another
partially-owned parent entity that is required to apply a
qualified IIR for that fiscal year.

A parent entity located in Hong Kong shall apply the
provisions of Articles 2.1.1 to 2.1.5 with respect to a low-
taxed constituent entity that is not located in Hong Kong.

Article 2.2. Allocation of top-up tax under the IIR

2.2.1.

2.2.2.

A parent entity’s allocable share of the top-up tax of a
low-taxed constituent entity is an amount equal to the
top-up tax of the low-taxed constituent entity as
calculated under Chapter 5 multiplied by the parent
entity’s inclusion ratio for the low-taxed constituent entity
for the fiscal year.

A parent entity’s inclusion ratio for a low-taxed
constituent entity for a fiscal year is the ratio of (a) the
GloBE income of the low-taxed constituent entity for the
fiscal year, reduced by the amount of such income
attributable to ownership interests held by other owners,
to (b) the GIloBE income of the low-taxed constituent
entity for the fiscal year.
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2.2.3. The amount of GloBE income attributable to ownership
interests in a low-taxed constituent entity held by other
owners is the amount that would have been treated as
attributable to such owners under the principles of the
acceptable financial accounting standard used in the
ultimate parent entity’s consolidated financial statements
if the low-taxed constituent entity’s net income were equal

to its GloBE income and:

(a) the parent entity had prepared consolidated financial
statements in accordance with that accounting
standard (the hypothetical consolidated financial
statements);

(b) the parent entity owned a controlling interest in the
low-taxed constituent entity such that all of the
income and expenses of the low-taxed constituent
entity were consolidated on a line-by-line basis with
those of the parent entity in the hypothetical
consolidated financial statements;

(c) all of the low-taxed constituent entity’s GloBE
income were attributable to transactions with persons
that are not group entities; and

(d) all ownership interests not directly or indirectly held
by the parent entity were held by persons other than
group entities.

2.2.4. In the case of a flow-through entity, GloBE income under

this Article shall not include any income allocated,
pursuant to Article 3.5.3, to an owner that is not a group
entity.
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Article 2.3. IIR offset mechanism

2.3.1.

2.3.2.

A parent entity that owns an ownership interest in a low-
taxed constituent entity indirectly through an intermediate
parent entity or a partially-owned parent entity that is not
eligible for an exclusion from the IIR under Article 2.1.3
or 2.1.5 shall reduce its allocable share of a top-up tax of
the low-taxed constituent entity in accordance with Article
2.3.2.

The reduction in Article 2.3.1 will be an amount equal to
the portion of the parent entity’s allocable share of the
top-up tax that is brought into charge by the intermediate
parent entity or the partially-owned parent entity under a
qualified TIR.

Article 2.4. Application of the UTPR

24.1.

24.2.

2.4.3.

Constituent Entities of an MNE Group located in Hong
Kong shall be denied a deduction (or required to make an
equivalent adjustment under domestic law) in an amount
resulting in those Constituent Entities having an
additional cash tax expense equal to the UTPR Top-up
Tax Amount for the Fiscal Year allocated to Hong Kong.

Note—

Article 2.4.1 is modified by Part 2 of this Schedule to suit
circumstances in Hong Kong.

[Article 2.4.2 of the OECD GloBE model rules is omitted.]

Article 2.4.1 shall not apply to a constituent entity that is
an investment-related entity.



Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups)

Clause 16

Bill 2024

C4373

Article 2.5. UTPR top-up tax amount

2.5.1.

2.5.2.

2.5.3.

The total UTPR top-up tax amount for a fiscal year shall
be equal to the sum of the top-up tax calculated for each
low-taxed constituent entity of an MNE group for that
fiscal year (determined in accordance with Article 5.2),
subject to the adjustments set out in this Article 2.5 and
Article 9.3.

The top-up tax calculated for a low-taxed constituent
entity that is otherwise taken into account under Article
2.5.1 shall be reduced to zero if all of the ultimate parent
entity’s ownership interests in such low-taxed constituent
entity are held directly or indirectly by one or more parent
entities that are required to apply a qualified IR in the
jurisdiction where they are located with respect to that
low-taxed constituent entity for the fiscal year.

Where Article 2.5.2 does not apply, the top-up tax
calculated for a low-taxed constituent entity that is
otherwise taken into account under Article 2.5.1 shall be
reduced by a parent entity’s allocable share of the top-up
tax of that low-taxed constituent entity that is brought
into charge under a qualified IIR.

Article 2.6. Allocation of top-up tax for the UTPR

2.6.1.

Subject to Articles 2.6.2 and 2.6.3, the UTPR top-up tax
amount allocated to Hong Kong shall be determined by
multiplying the total UTPR top-up tax amount
determined in Article 2.5.1 by Hong Kong’s UTPR
percentage. The UTPR percentage of Hong Kong shall be
determined each fiscal year for each MNE group as
follows:
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2.6.2.

Number of employees in Total value of tangible assets

Hong Kong in Hong Kong
50% x + 50% x -
Number of employees Total value of tangible assets

in all in all UTPR jurisdictions
UTPR jurisdictions

where, for each fiscal year:

(a) the number of employees in Hong Kong is the total
number of employees of all the constituent entities
of the MNE group located in Hong Kong;

(b) the number of employees in all UTPR jurisdictions is
the total number of employees of all the constituent
entities of the MNE group located in a jurisdiction
that has a qualified UTPR in force for the fiscal year;

(c) the total value of tangible assets in Hong Kong is the
sum of the net book values of tangible assets of all
the constituent entities of the MNE group located in
Hong Kong;

(d) the total value of tangible assets in all UTPR
jurisdictions is the sum of the net book values of
tangible assets of all the constituent entities of the
MNE group located in a jurisdiction that has a
qualified UTPR in force for the fiscal year.

For purposes of Article 2.6.1,

(a) the number of employees employed and the net book
value of tangible assets held by an investment-related
entity shall be excluded from the elements of the
formula for allocating the total UTPR top-up tax
amount;

(b) the number of employees employed and the net book
value of tangible assets held by a flow-through entity
that are not allocated to permanent establishments
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2.6.3.

2.6.4.

shall be allocated to the constituent entities (if any)
that are located in the jurisdiction where the flow-
through entity was created. The number of employees
employed and the net book value of tangible assets
held by a flow-through entity that are not allocated
either to permanent establishments or under this
provision shall be excluded from the formula for
allocating the total UTPR top-up tax amount.

Notwithstanding Article 2.6.1, the UTPR percentage of a
UTPR jurisdiction for an MNE group is deemed to be
zero for a fiscal year as long as the top-up tax amount
allocated to the UTPR jurisdiction in a prior fiscal year
has not resulted in the constituent entities of this MNE
group located in the UTPR jurisdiction having an
additional cash tax expense equal, in total, to the UTPR
top-up tax amount for that prior fiscal year allocated to
the UTPR jurisdiction. The number of employees and the
tangible assets of the constituent entities of this MNE
group located in a jurisdiction with a UTPR percentage
of zero for a fiscal year shall be excluded from the
formula provided under Article 2.6.1 for allocating the
total UTPR top-up tax amount for that fiscal year.

Article 2.6.3 does not apply for a fiscal year if all
jurisdictions with a qualified UTPR in force for the fiscal
year have a UTPR percentage of zero for the MNE group
for that fiscal year.

Note—

Part 2 of this Schedule provides for allocation of top-up tax for the
UTPR among constituent entities of an MNE group located in Hong
Kong.
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Chapter 3 Computation of GloBE Income or
Loss

Article 3.1. Financial accounts

3.1.1.

The GloBE income or loss of each constituent entity is
the financial accounting net income or loss determined for
the constituent entity for the fiscal year adjusted for the
items described in Article 3.2 to Article 3.5.

Financial accounting net income or loss is the net income
or loss determined for a constituent entity (before any
consolidation adjustments eliminating intra-group
transactions) in preparing consolidated financial
statements of the ultimate parent entity.

Note—

In relation to Article 3.1.2, see—

(a)  the specified OECD GloBE rules guidance in paragraphs 3
and 4 of Chapter 3 of the 2023 Commentary; and

(b)  the specified OECD GloBE rules guidance in—

(i) paragraphs 5 to 5.6 of Chapter 3 of the 2023
Commentary; and

(ii)  section 1 of the Jul-2023 Administrative Guidance.

If it is not reasonably practicable to determine the
financial accounting net income or loss for a constituent
entity based on the accounting standard used in the
preparation of consolidated financial statements of the
ultimate parent entity, the financial accounting net income
or loss for the constituent entity for the fiscal year may be
determined using another acceptable financial accounting
standard or an authorised financial accounting standard
if
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(a)
(b)

(©)

the financial accounts of the constituent entity are
maintained based on that accounting standard;

the information contained in the financial accounts is
reliable; and

permanent differences in excess of EUR 1 million
that arise from the application of a particular
principle or standard to items of income or expense
or transactions that differs from the financial
standard used in the preparation of the consolidated
financial statements of the ultimate parent entity are
conformed to the treatment required under the
accounting standard used in the consolidated
financial statements of the ultimate parent entity.

Note—

In relation to Article 3.1.3, see—

(a)  the specified OECD GloBE rules guidance in paragraph 13
of Chapter 3 of the 2023 Commentary; and

(b)  the specified OECD GloBE rules guidance in—

(i) paragraph 16.1 of Chapter 3 of the 2023
Commentary; and

(i)  section 1 of the Jul-2023 Administrative Guidance.

Article 3.2. Adjustments to determine GloBE income or loss

3.2.1.

A constituent entity’s financial accounting net income or
loss is adjusted for the following items to arrive at that
entity’s GloBE income or loss:

(a)
(b)
©
(d)

net taxes expense;
excluded dividends;
excluded equity gain or loss;

included revaluation method gain or loss;
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(e)

®
€
(h)

(1)

gain or loss from disposition of assets and liabilities
excluded under Article 6.3;

asymmetric foreign currency gains or losses;
policy disallowed expenses;

prior period errors and changes in accounting
principles; and

accrued pension expense.

Notes—

1.

3.

In relation to Article 3.2.1, see the specified OECD GloBE rules
guidance in—

(a) paragraphs 86.1 to 86.7 of Chapter 3 of the 2023
Commentary; and

(b)  section 2.4 of the Feb-2023 Administrative Guidance.

In relation to Article 3.2.1(b), see—

(a) the specifitd OECD GloBE rules guidance (certain
movements in an insurance company’s reserves are not
allowed as a deduction in the computation of GIloBE
income or loss) in—

(i) paragraphs 36 and 45 of Chapter 3 of the 2023
Commentary; and

(i) sections 3.4 and 3.5 of the Feb-2023 Administrative
Guidance; and

(b) the specified OECD GIloBE rules guidance (five-year
election to include, in the computation of GloBE income
or loss, all dividends with respect to portfolio
shareholdings, whether or not short-term portfolio
shareholdings) in—

(i)  paragraph 45 of Chapter 3 of the 2023 Commentary;
and

(i) section 3.5 of the Feb-2023 Administrative
Guidance.

In relation to Article 3.2.1(c), see—



Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups)

Clause 16

Bill 2024

C4385

(a) the specified OECD GloBE rules guidance (five-year
election to treat foreign exchange gains or losses as an
excluded equity gain or loss) in—

(i) paragraphs 57 to 57.3 of Chapter 3 of the 2023
Commentary; and

(i) section 2.2 of the Feb-2023 Administrative

Guidance;
(b) the specifitd OECD GloBE rules guidance (equity

investment inclusion election) in—

(i) paragraphs 57.4 and 57.5 of Chapter 3 of the 2023
Commentary; and

(i) section 2.9 of the Feb-2023 Administrative
Guidance; and

(c) the specified OECD GloBE rules guidance (expenses from
certain movements in insurance reserves are not allowed as
a deduction in the computation of GloBE income or loss)
in—

(i) paragraph 54 of Chapter 3 of the 2023 Commentary;
and

(i) section 3.4 of the Feb-2023 Administrative
Guidance.

In relation to Article 3.2.1(f), see the specified OECD GloBE
rules guidance in—

(a) paragraphs 66 to 74.1 of Chapter 3 of the 2023
Commentary; and

(b)  section 1 of the Jul-2023 Administrative Guidance.

In relation to Article 3.2.1(i), see the specified OECD GloBE
rules guidance in—

(a) paragraph 85 of Chapter 3 of the 2023 Commentary; and
(b)  section 2.5 of the Feb-2023 Administrative Guidance.

In relation to Article 3.2.1(i), see the specified OECD GloBE
rules guidance in—

(a) paragraph 86 of Chapter 3 of the 2023 Commentary; and
(b)  section 2.5 of the Feb-2023 Administrative Guidance.



Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups)

Clause 16

Bill 2024

C4387

3.2.2.

3.2.3.

At the election of the filing constituent entity, a
constituent entity may substitute the amount allowed as a
deduction in the computation of its taxable income in its
location for the amount expensed in its financial accounts
for a cost or expense of such constituent entity that was
paid with stock-based compensation. If the stock-based
compensation expense arises in connection with an option
that expires without exercise, the constituent entity must
include the total amount previously deducted in the
computation of its GloBE income or loss for the fiscal
year in which the option expires. The election is a five-
year election and must be applied consistently to the
stock-based compensation of all constituent entities
located in the same jurisdiction for the year in which the
election is made and all subsequent fiscal years. If the
election is made in a fiscal year after some of the stock-
based compensation of a transaction has been recorded in
the financial accounts, the constituent entity must include
in the computation of its GloBE income or loss for that
fiscal year an amount equal to the excess of the
cumulative amount allowed as an expense in the
computation of its GloBE income or loss in previous
fiscal years over the cumulative amount that would have
been allowed as an expense if the election had been in
place in those fiscal years. If the election is revoked, the
constituent entity must include in the computation of its
GloBE income or loss for the revocation year the amount
deducted pursuant to the election that exceeds financial
accounting expense accrued in respect of the stock-based
compensation that has not been paid.

Any transaction between constituent entities located in
different jurisdictions that is not recorded in the same
amount in the financial accounts of both constituent
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3.24.

entities or that is not consistent with the arm’s length
principle must be adjusted so as to be in the same amount
and consistent with the arm’s length principle. A loss
from a sale or other transfer of an asset between two
constituent entities located in the same jurisdiction that is
not recorded consistent with the arm’s length principle
shall be recomputed based on the arm’s length principle if
that loss is included in the computation of GloBE income
or loss. Rules for allocating income or loss between a
main entity and its permanent establishments are found in
Article 3.4.

Note—

In relation to Article 3.2.3, see the specified OECD GIloBE rules
guidance in paragraphs 100 to 103 of Chapter 3 of the 2023
Commentary.

Qualified refundable tax credits and marketable
transferrable tax credits shall be treated as income in the
computation of GloBE income or loss of a constituent
entity. Non-qualified refundable tax credits shall not be
treated as income in the computation of GloBE income or
loss of a constituent entity.
Note—
In relation to Article 3.2.4, see—
(a) the specified OECD GloBE rules guidance in—
(i) paragraphs 112.1 to 114.1 of Chapter 3 of the 2023
Commentary; and
(i)  section 2 of the Jul-2023 Administrative Guidance;
(b)  the specified OECD GloBE rules guidance in—
(i) paragraphs 57.6 to 57.12 of Chapter 3 of the 2023
Commentary;

(i) section 2.9 of the Feb-2023 Administrative
Guidance; and
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(iif)  section 2 of the Jul-2023 Administrative Guidance;
and
(¢c) the specified OECD GloBE rules guidance in—
(i) paragraphs 57.10.1 to 57.10.3 of Chapter 3 of the
2023 Commentary; and
(ii)  section 2 of the Jul-2023 Administrative Guidance.
3.2.5. With respect to assets and liabilities that are subject to

fair value or impairment accounting in the consolidated
financial statements, a filing constituent entity may elect
to determine gains and losses using the realisation
principle for purposes of computing GloBE income. The
election is a five-year election and applies to all
constituent entities located in the jurisdiction to which the
election applies. The election applies to all assets and
liabilities of such constituent entities, unless the filing
constituent entity chooses to limit the election to tangible
assets of such constituent entities or to constituent entities
that are investment-related entities. Under this election:

(a) all gains or losses attributable to fair value or
impairment accounting with respect to an asset or
liability shall be excluded from the computation of
GloBE income or loss;

(b) the carrying value of an asset or liability for purposes
of determining gain or loss shall be its carrying value
adjusted for accumulated depreciation at the later of:

(1) the first day of the election year, or

(i1) the date the asset was acquired or liability was
incurred; and

(c) if the election is revoked, the GloBE income or loss
of the constituent entities is adjusted by the
difference at the beginning of the revocation year
between the fair value of the asset or liability and the
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3.2.6.

carrying value adjusted for accumulated depreciation
of the asset or liability determined pursuant to the
election.

Where there is aggregate asset gain in a jurisdiction in a
fiscal year, the filing constituent entity may make, under
this Article 3.2.6, an annual election for that jurisdiction
to adjust GloBE income or loss with respect to each
previous fiscal year in the look-back period in the manner
described in paragraphs (b) and (¢) and to spread any
remaining adjusted asset gain over the look-back period
in the manner described in paragraph (d). The effective
tax rate (ETR) and top-up tax, if any, for any previous
fiscal year must be re-calculated under Article 5.4.1. When
an election is made under this Article:

(a)

(b)

©

(d)

Covered taxes with respect to any net asset gain or
net asset loss in the election year shall be excluded
from the computation of adjusted covered taxes.

The aggregate asset gain in the election year shall be
carried-back to the earliest loss year and set-off
rateably against any net asset loss of any constituent
entity located in that jurisdiction.

If, for any loss year, the adjusted asset gain exceeds
the total amount of net asset loss of all constituent
entities located in that jurisdiction, the adjusted asset
gain shall be carried forward to the following loss
year (if any) and applied rateably against any net
asset loss of any constituent entity located in that
jurisdiction.

Any adjusted asset gain that remains after the
application of paragraphs (b) and (c) shall be
allocated evenly to each fiscal year in the look-back
period. The allocated asset gain for the relevant year
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3.2.7.

3.2.8.

shall be included in the computation of GloBE
income or loss for a constituent entity located in that
jurisdiction in that year in accordance with the
following formula:

Allocated Asset Gain for relevant year
The specified constituent entity’s net asset gain in the election year

X
The net asset gain of all specified constituent entities in the election year

For the purposes of the above formula, a specified
constituent entity is constituent entity that has net asset
gain in the election year and was located in the jurisdiction
in the relevant year. If there is no specified constituent
entity for a relevant year the adjusted asset gain allocated
to that year will be allocated equally to each constituent
entity in the jurisdiction in that year.

The computation of a low-tax entity’s GloBE income or
loss shall exclude any expense attributable to an
intragroup financing arrangement that can reasonably be
anticipated, over the expected duration of the arrangement
to:

(a) increase the amount of expenses taken into account
in calculating the GloBE income or loss of the low-
tax entity;

(b) without resulting in a commensurate increase in the
taxable income of the high-tax counterparty.

An ultimate parent entity may elect to apply its
consolidated accounting treatment to eliminate income,
expense, gains, and losses from transactions between
constituent entities that are located, and included in a tax
consolidation group, in the same jurisdiction for purposes
of computing each such constituent entity’s net GloBE
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3.2.9.

3.2.10.

3.2.11.

income or loss. The election under this Article is a five-
year election. Upon making or revoking such election,
appropriate adjustments shall be made for GloBE
purposes such that there shall not be duplications or
omissions of items of GloBE income or loss as a result of
having made or revoked the election.

An insurance company shall exclude from the
computation of GloBE income or loss amounts charged
to policyholders for taxes paid by the insurance company
in respect of returns to the policy holders. An insurance
company shall include in the computation of GloBE
income or loss any returns to policyholders that are not
reflected in financial accounting net income or loss to the
extent the corresponding increase or decrease in liability
to the policyholders is reflected in its financial accounting
net income or loss.

Amounts recognised as a decrease to the equity of a
constituent entity attributable to distributions paid or
payable in respect of additional tier one capital or
restricted tier one capital issued by the constituent entity
shall be treated as an expense in the computation of its
GloBE income or loss. Amounts recognised as an increase
to the equity of a constituent entity attributable to
distributions received or receivable in respect of additional
tier one capital or restricted tier one capital held by the
constituent entity shall be included in the computation of
its GloBE income or loss.

A constituent entity’s financial accounting net income or
loss must be adjusted as necessary to reflect the
requirements of the relevant provisions of Chapters 6 and
7.
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Article 3.3. International shipping income exclusion

3.3.1.

3.3.2.

For an MNE group that has international shipping
income, each constituent entity’s international shipping
income and qualified ancillary international shipping
income shall be excluded from the computation of its
GIloBE income or loss under Article 3.2 for the
jurisdiction in which it is located. Where the computation
of a constituent entity’s international shipping income or
qualified ancillary international shipping income results in
a loss, the loss shall be excluded from the computation of
its GloBE income or loss.

International shipping income means the net income
obtained by a constituent entity from:

(a) the transportation of passengers or cargo by ships
that it operates in international traffic, whether the
ship is owned, leased or otherwise at the disposal of
the constituent entity;

(b) the transportation of passengers or cargo by ships
operated in international traffic under slot-chartering
arrangements;

(c) leasing a ship, to be used for the transportation of
passengers or cargo in international traffic, on
charter fully equipped, crewed and supplied;

(d) leasing a ship on a bare boat charter basis, for the
use of transportation of passengers or cargo in
international traffic, to another constituent entity;

(e) the participation in a pool, a joint business or an
international operating agency for the transportation
of passengers or cargo by ships in international
traffic; and
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3.3.3.

(f) the sale of a ship used for the transportation of
passengers or cargo in international traffic provided
that the ship has been held for use by the constituent
entity for a minimum of one year.

International shipping income shall not include net
income obtained from the transportation of passengers or
cargo by ships via inland waterways within the same
jurisdiction.

Qualified ancillary international shipping income means
net income obtained by a constituent entity from the
following activities that are performed primarily in
connection with the transportation of passengers or cargo
by ships in international traffic:

(a) leasing a ship on a bare boat charter basis to another
shipping enterprise that is not a constituent entity,
provided that the charter does not exceed three years;

(b) sale of tickets issued by other shipping enterprises
for the domestic leg of an international voyage;

(c) leasing and short-term storage of containers or
detention charges for the late return of containers;

(d) provision of services to other shipping enterprises by
engineers, maintenance staff, cargo handlers, catering
staff, and customer services personnel; and

() investment income where the investment that
generates the income is made as an integral part of
the carrying on the business of operating the ships in
international traffic.
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3.3.4.

3.3.5.

3.3.6.

The aggregated qualified ancillary international shipping
income of all constituent entities located in a jurisdiction
shall not exceed 50% of those constituent entities’
international shipping income.

The costs incurred by a constituent entity that are directly
attributable to its international shipping activities listed in
Article 3.3.2 and the costs directly attributable to its
qualified ancillary activities listed in Article 3.3.3 shall be
deducted from the constituent entity’s revenues from such
activities to compute its international shipping income
and qualified ancillary international shipping income.
Other costs incurred by a constituent entity that are
indirectly attributable to a constituent entity’s
international shipping activities and qualified ancillary
activities shall be allocated on the basis of the constituent
entity’s revenues from such activities in proportion to its
total revenues. All direct and indirect costs attributed to a
constituent entity’s international shipping income and
qualified ancillary international shipping income shall be
excluded from the computation of its GloBE income or
loss.

In order for a constituent entity’s international shipping
income and qualified ancillary international shipping
income to qualify for the exclusion from its GloBE
income or loss under this Article, the constituent entity
must demonstrate that the strategic or commercial
management of all ships concerned is effectively carried
on from within the jurisdiction where the constituent
entity is located.
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Article 3.4. Allocation of income or loss between a main entity
and a permanent establishment

3.4.1.

3.4.2.

The financial accounting net income or loss of a
constituent entity that is a permanent establishment in
accordance with paragraphs (a), (b) and (c) of the
definition in Article 10.1 is the net income or loss reflected
in the separate financial accounts of the permanent
establishment. If the permanent establishment does not
have separate financial accounts, then the financial
accounting net income or loss is the amount that would
have been reflected in its separate financial accounts if
prepared on a standalone basis and in accordance with
the accounting standard used in the preparation of the
consolidated financial accounts of the ultimate parent
entity.

The financial accounting net income or loss of a
permanent establishment referred to in Article 3.4.1 shall
be adjusted, if necessary:

(a) in the case of a permanent establishment as defined
by paragraphs (a) and (b) of the definition in Article
10.1, to reflect only the amounts and items of income
and expense that are attributable to the permanent
establishment in accordance with the applicable tax
treaty or domestic law of the jurisdiction where it is
located regardless of the amount of income subject
to tax and the amount of deductible expenses in that
jurisdiction;

(b) in the case of a permanent establishment as defined
by paragraph (c) of the definition in Article 10.1, to
reflect only the amounts and items of income and
expense that would have been attributed to it in
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3.4.3.

3.4.4.

3.4.5.

accordance with Article 7 of the OECD Model Tax
Convention.

In case of a constituent entity that is a permanent
establishment in accordance with paragraph (d) of the
definition in Article 10.1, its income used for computing
financial accounting net income or loss is the income
being exempted in the jurisdiction where the main entity
is located and attributable to the operations conducted
outside that jurisdiction. The expenses used for computing
financial accounting net income or loss are those that are
not deducted for taxable purposes in the jurisdiction
where the main entity is located and that are attributable
to such operations.

The financial accounting net income or loss of a
permanent establishment is not taken into account in
determining the GloBE income or loss of the main entity,
except as provided in Article 3.4.5.

A GIoBE loss of a permanent establishment shall be
treated as an expense of the main entity (and not of the
permanent establishment) for purposes of computing its
GIloBE income or loss to the extent that the loss of the
permanent establishment is treated as an expense in the
computation of the domestic taxable income of such main
entity and is not set off against an item of income that is
subject to tax under the laws of both the jurisdiction of
the main entity and the jurisdiction of the permanent
establishment. GloBE income subsequently arising in the
permanent establishment shall be treated as GloBE
income of the main entity (and not the permanent
establishment) up to the amount of the GloBE loss that
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previously was treated as an expense for purposes of
computing the GloBE income or loss of the main entity.

Article 3.5. Allocation of income or loss from a flow-through
entity

3.5.1.

3.5.2.

3.5.3.

The financial accounting net income or loss of a
constituent entity that is a flow-through entity is allocated
as follows:

(a) in the case of a permanent establishment through
which the business of the entity is wholly or partly
carried out, the financial accounting net income or
loss of the entity is allocated to that permanent
establishment in accordance with Article 3.4;

(b) in the case of a tax transparent entity that is not the
ultimate parent entity, any financial accounting net
income or loss remaining after application of
paragraph (a) is allocated to its constituent entity-
owners in accordance with their ownership interests;
and

(¢) in the case of a tax transparent entity that is the
ultimate parent entity or a reverse hybrid entity, any
financial accounting net income or loss remaining
after application of paragraph (a) is allocated to it.

The rules of Article 3.5.1 shall be applied separately with
respect to each ownership interest in the flow-through
entity.

Prior to the application of Article 3.5.1, the financial
accounting net income or loss of a flow-through entity
shall be reduced by the amount allocable to its owners
that are not group entities and that hold their ownership
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3.5.4.

3.5.5.

interest in the flow-through entity directly or through a
tax transparent structure.
Note—

In relation to Article 3.5.3, see the specified OECD GIloBE rules
guidance in paragraph 37 of Chapter 2 of the 2023 Commentary.

Article 3.5.3 does not apply to:
(a) an ultimate parent entity that is a flow-through
entity; or

(b) any flow-through entity owned by such an ultimate
parent entity (directly or through a tax transparent
structure).

The treatment of these entities is addressed in Article 7.1.

The financial accounting net income or loss of a flow-
through entity is reduced by the amount that is allocated
to another constituent entity.

Chapter 4 Computation of Adjusted Covered
Taxes

Article 4.1. Adjusted covered taxes

4.1.1.

The adjusted covered taxes of a constituent entity for the
fiscal year shall be equal to the current tax expense
accrued in its financial accounting net income or loss with
respect to covered taxes for the fiscal year adjusted by:

(a) the net amount of its additions to covered taxes for
the fiscal year (as determined under Article 4.1.2)
and reductions to covered taxes for the fiscal year (as
determined under Article 4.1.3);
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(b)

(©)

the total deferred tax adjustment amount (as
determined under Article 4.4); and

any increase or decrease in covered taxes recorded in
equity or other comprehensive income relating to
amounts included in the computation of GloBE
income or loss that will be subject to tax under local
tax rules.

The additions to covered taxes of a constituent entity for
the fiscal year is the sum of:

(a)
(b)

(©)

(d)

any amount of covered taxes accrued as an expense
in the profit before taxation in the financial accounts;

any amount of GIloBE loss deferred tax asset used
under Article 4.5.3;

any amount of covered taxes that is paid in the fiscal
year and that relates to an uncertain tax position
where that amount has been treated for a previous
fiscal year as a reduction to covered taxes under
Article 4.1.3(d); and

any amount of credit or refund in respect of a
qualified refundable tax credit or marketable
transferable tax credit that is recorded as a reduction
to the current tax expense.

The reductions to covered taxes of a constituent entity for
the fiscal year is the sum of:

(a)

the amount of current tax expense with respect to
income excluded from the computation of GloBE
income or loss under Chapter 3;
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4.1.4.

(b) any amount of credit or refund other than qualified
refundable tax credit and marketable transferable tax
credit that is not recorded as a reduction to the
current tax expense;

(c) any amount of covered taxes refunded or credited,
except for any qualified refundable tax credit and
marketable transferable tax credit, to a constituent
entity that was not treated as an adjustment to
current tax expense in the financial accounts;

(d) the amount of current tax expense which relates to
an uncertain tax position; and

(e) any amount of current tax expense that is not
expected to be paid within three years of the last day
of the fiscal year.

No amount of covered taxes may be taken into account
more than once.

In a fiscal year in which there is no net GloBE income for
a jurisdiction, if the adjusted covered taxes for a
jurisdiction are less than zero and less than the expected
adjusted covered taxes amount the constituent entities in
that jurisdiction shall be treated as having additional
current top-up tax for the jurisdiction under Article 5.4
arising in the current fiscal year equal to the difference
between these amounts. The expected adjusted covered
taxes amount is equal to the GloBE income or loss for a
jurisdiction multiplied by the minimum rate.

Note—

In relation to Article 4.1.5, see the specified OECD GIloBE rules
guidance in—

(a) paragraphs 21.1 to 21.8 of Chapter 4 of the 2023
Commentary; and
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(b)  section 2.7 of the Feb-2023 Administrative Guidance.

Article 4.2. Definition of covered taxes

4.2.1.

4.2.2.

Covered taxes means:

(a)

(b)

(©)

(d)

taxes recorded in the financial accounts of a
constituent entity with respect to its income or profits
or its share of the income or profits of a constituent
entity in which it owns an ownership interest;

taxes on distributed profits, deemed profit
distributions, and non-business expenses imposed
under an eligible distribution tax system;

taxes imposed in lieu of a generally applicable
corporate income tax; and

taxes levied by reference to retained earnings and
corporate equity, including a tax on multiple
components based on income and equity.

Covered taxes does not include any amount of:

(a)

(b)

(©

(d)
©

top-up tax accrued by a parent entity under a
qualified IIR;

top-up tax accrued by a constituent entity under a
qualified domestic minimum top-up tax;

taxes attributable to an adjustment made by a
constituent entity as a result of the application of a
qualified UTPR;

a disqualified refundable imputation tax;

taxes paid by an insurance company in respect of
returns to policyholders.
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Article 4.3. Allocation of covered taxes from one constituent
entity to another constituent entity

4.3.1.

4.3.2.

Article 4.3.2 applies to the allocation of covered taxes in
respect of permanent establishments, tax transparent
entities and hybrid entities as well as the allocation of
CFC taxes and taxes on distributions from one constituent
entity to another.

Covered taxes are allocated from one constituent entity to
another constituent entity as follows:

(a)

(b)

©

the amount of any covered taxes included in the
financial accounts of a constituent entity with respect
to GIoBE income or loss of a permanent
establishment is allocated to the permanent
establishment;

the amount of any covered taxes included in the
financial accounts of a tax transparent entity with
respect to GIloBE income or loss allocated to a
constituent entity-owner pursuant to Article 3.5.1(b)
is allocated to that constituent entity-owner;

in the case of a constituent entity whose constituent
entity-owners are subject to a controlled foreign
company tax regime, the amount of any covered
taxes included in the financial accounts of its direct
or indirect constituent entity-owners under a
controlled foreign company tax regime on their share
of the controlled foreign company’s income are
allocated to the constituent entity;
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4.3.3.

(d)

(©

in the case of a constituent entity that is a hybrid
entity the amount of any covered taxes included in
the financial accounts of a constituent entity-owner
on income of the hybrid entity is allocated to the
hybrid entity; and

the amount of any covered taxes accrued in the
financial accounts of a constituent entity’s direct
constituent entity-owners on distributions from the
constituent entity during the fiscal year are allocated
to the distributing constituent entity.

Notes—

1.

In relation to Article 4.3.2(c), see the specified OECD GloBE
rules guidance in—

(a) paragraphs 58.1 to 58.7 of Chapter 4 of the 2023
Commentary;

(b)  section 2.10 of the Feb-2023 Administrative Guidance; and
(¢c)  section 4 of the Dec-2023 Administrative Guidance.

In relation to Article 4.3.2(e), see the specified OECD GloBE
rules guidance in—

(a) paragraph 60.1 of Chapter 4 of the 2023 Commentary;
and

(b)  section 2.6 of the Feb-2023 Administrative Guidance.

Covered taxes allocated to a constituent entity pursuant
to Article 4.3.2(c) and (d) in respect of passive income are
included in such constituent entity’s adjusted covered
taxes in an amount equal to the lesser of:

(a)

(b)

the covered taxes allocated in respect of such passive
income; or

the top-up tax percentage for the constituent entity’s
jurisdiction, determined without regard to the taxes
to be pushed down to the subsidiary under the
controlled foreign company tax regime or fiscal
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4.3.4.

transparency rule, multiplied by the amount of the
constituent entity’s passive income includible under
any controlled foreign company tax regime or fiscal
transparency rule.

Any covered taxes of the constituent entity-owner incurred
with respect to such passive income that remain after the
application of this Article shall not be allocated under
Article 4.3.2(c) or (d).

Where the GloBE income of a permanent establishment is
treated as GloBE income of the main entity pursuant to
Article 3.4.5, any covered taxes arising in the location of
the permanent establishment and associated with such
income are treated as covered taxes of the main entity up
to an amount not exceeding such income multiplied by
the highest corporate tax rate on ordinary income in the
jurisdiction where the main entity is located.

Article 4.4. Mechanism to address temporary differences

44.1.

The total deferred tax adjustment amount for a
constituent entity for the fiscal year is equal to the
deferred tax expense accrued in its financial accounts if
the applicable tax rate is below the minimum rate or, in
any other case, such deferred tax expense recast at the
minimum rate, with respect to covered taxes for the fiscal
year subject to the adjustments set forth in Articles 4.4.2
and 4.4.3 and the following exclusions:

(a) the amount of deferred tax expense with respect to
items excluded from the computation of GloBE
income or loss under Chapter 3;

(b) the amount of deferred tax expense with respect to
disallowed accruals and unclaimed accruals;
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4.4.2.

(©)

(d)

(©)

the impact of a valuation adjustment or accounting
recognition adjustment with respect to a deferred tax
asset;

the amount of deferred tax expense arising from a
re-measurement with respect to a change in the
applicable domestic tax rate; and

the amount of deferred tax expense with respect to
the generation and use of tax credits.

Notes—

1.

In relation to Article 4.4.1, see the specified OECD GloBE rules

guidance in—

(a) paragraphs 71.1 to 71.3 of Chapter 4 of the 2023
Commentary; and

(b)  section 1.3 of the Feb-2023 Administrative Guidance.

In relation to Article 4.4.1(e), see the specified OECD GloBE
rules guidance in—

(a) paragraphs 82.1 to 82.4 of Chapter 4 of the 2023
Commentary; and

(b)  section 2.8 of the Feb-2023 Administrative Guidance.

The total deferred tax adjustment amount is adjusted as

follows:

(a) increased by the amount of unclaimed accrual paid
during the fiscal year;

(b) increased by the amount of any recaptured deferred
tax liability determined in a preceding fiscal year
which has been paid during the fiscal year; and

(¢) reduced by the amount that would be a reduction to

the total deferred tax adjustment amount due to
recognition of a loss deferred tax asset for a current
year tax loss, where a loss deferred tax asset has not
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4.4.3.

4.4.4.

44.5.

been recognised because the recognition criteria are
not met.

A deferred tax asset that has been recorded at a rate lower
than the minimum rate may be recast at the minimum
rate in the fiscal year such deferred tax asset becomes a
GIloBE loss, if the taxpayer can demonstrate that the
deferred tax asset is attributable to a GloBE loss. The
total deferred tax adjustment amount is reduced by the
amount that a deferred tax asset is increased due to being
recast under this Article.

To the extent a deferred tax liability, that is not a
recapture exception accrual, is taken into account under
this Article and such amount is not paid within the five
subsequent fiscal years, the amount must be recaptured
pursuant to this article. The amount of the recaptured
deferred tax liability determined for the current fiscal year
shall be treated as a reduction to covered taxes in the fifth
preceding fiscal year and the effective tax rate and top-up
tax of such fiscal year shall be recalculated under the rules
of Article 5.4.1. The recaptured deferred tax liability for
the current fiscal year is the amount of the increase in a
category of deferred tax liability that was included in the
total deferred tax adjustment amount in the fifth
preceding fiscal year that has not reversed by the end of
the last day of the current fiscal year, unless such amount
relates to a recapture exception accrual as set forth in
Article 4.4.5.

Recapture exception accrual means the tax expense
accrued attributable to changes in associated deferred tax
liabilities, in respect of:

(a) cost recovery allowances on tangible assets;
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(b) the cost of a licence or similar arrangement from the
government for the use of immovable property or
exploitation of natural resources that entails
significant investment in tangible assets;

(¢c) research and development expenses;

(d) de-commissioning and remediation expenses;

(e) fair value accounting on unrealised net gains;

(f) foreign currency exchange net gains;

(g) insurance reserves and insurance policy deferred
acquisition costs;

(h) gains from the sale of tangible property located in
the same jurisdiction as the constituent entity that
are reinvested in tangible property in the same
jurisdiction; and

(1) additional amounts accrued as a result of accounting
principle changes with respect to categories (a)
through (h).

4.4.6. Disallowed accrual means:

(a) any movement in deferred tax expense accrued in the
financial accounts of a constituent entity which
relates to an uncertain tax position; and

(b) any movement in deferred tax expense accrued in the
financial accounts of a constituent entity which
relates to distributions from a constituent entity.

4.4.7. Unclaimed accrual means any increase in a deferred tax

liability recorded in the financial accounts of a constituent
entity for a fiscal year that is not expected to be paid
within the time period set forth in Article 4.4.4 and for
which the filing constituent entity makes an annual
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election not to include in total deferred tax adjustment
amount for such fiscal year.

Atrticle 4.5. The GloBE loss election

4.5.1.

4.5.2.

4.5.3.

4.54.

In lieu of applying the rules set forth in Article 4.4, a
filing constituent entity may make a GIloBE loss election
for a jurisdiction. When a GloBE loss election is made for
a jurisdiction, a GIoBE loss deferred tax asset is
established in each fiscal year in which there is a net
GloBE loss for the jurisdiction. The GloBE loss deferred
tax asset is equal to the net GloBE loss in a fiscal year for
the jurisdiction multiplied by the minimum rate.

The balance of the GloBE loss deferred tax asset is carried
forward to subsequent fiscal years, reduced by the amount
of GloBE loss deferred tax asset used in a fiscal year.

The GIloBE loss deferred tax asset must be used in any
subsequent fiscal year in which there is net GloBE income
for the jurisdiction in an amount equal to the lower of the
net GloBE income multiplied by the minimum rate or the
amount of available GloBE loss deferred tax asset.

If the GloBE loss election is subsequently revoked, any
remaining GloBE loss deferred tax asset is reduced to
zero, effective as of the first day of the first fiscal year in
which the GIloBE loss election is no longer applicable.
Subsequently, the deferred tax assets and liabilities for the
jurisdiction, if any, will be taken into account as if they
had been calculated under Articles 4.4 and 9.1 for the
prior fiscal year.
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4.5.5.

4.5.6.

The GIloBE loss election must be filed with the first
GloBE information return of the MNE group for the first
fiscal year in which the MNE group has a constituent
entity located in the jurisdiction for which the election is
made. A GIoBE loss election cannot be made for a
jurisdiction with an eligible distribution tax system as
defined in Article 7.3.

A flow-through entity that is a UPE of an MNE group
may make a GloBE loss election under this Article. When
such an election is made, the GloBE loss deferred tax
asset shall be calculated in accordance with Articles 4.5.1
to 4.5.5, however, the GloBE loss deferred tax asset shall
be calculated with reference to the GloBE loss of the flow-
through entity after reduction in accordance with Article
7.1.2.

Article 4.6. Post-filing adjustments and tax rate changes

4.6.1.

An adjustment to a constituent entity’s liability for
covered taxes for a previous fiscal year recorded in the
financial accounts shall be treated as an adjustment to
covered taxes in the fiscal year in which the adjustment is
made, unless the adjustment relates to a fiscal year in
which there is a decrease in covered taxes for the
jurisdiction. In the case of a decrease in covered taxes
included in the constituent entity’s adjusted covered taxes
for a previous fiscal year, the effective tax rate and top-up
tax for such fiscal year must be recalculated under Article
5.4.1. In the Article 5.4.1 recalculations, the adjusted
covered taxes determined for the fiscal year shall be
reduced by the amount of the decrease in covered taxes
and GloBE income determined for the fiscal year and any
intervening fiscal years shall be adjusted as necessary and
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4.6.2.

4.6.3.

4.6.4.

appropriate. A filing constituent entity may make an
annual election to treat an immaterial decrease in covered
taxes as an adjustment to covered taxes in the fiscal year
in which the adjustment is made. An immaterial decrease
in covered taxes is an aggregate decrease of less than
EUR 1 million in the adjusted covered taxes determined
for the jurisdiction for a fiscal year.

Note—

In relation to Article 4.6.1, see the specified OECD GIloBE rules
guidance in paragraph 124 of Chapter 4 of the 2023 Commentary.

The amount of deferred tax expense resulting from a
reduction to the applicable domestic tax rate shall be
treated as an adjustment under Article 4.6.1 to a
constituent entity’s liability for covered taxes claimed
under Article 4.1 for a previous fiscal year when such
reduction results in the application of a rate that is less
than the minimum rate.

The amount of deferred tax expense, when paid, that has
resulted from an increase to the applicable domestic tax
rate shall be treated as an adjustment under Article 4.6.1
to a constituent entity’s liability for covered taxes claimed
under Article 4.1 for a previous fiscal year when such
amount was originally recorded at a rate less than the
minimum rate. This adjustment is limited to an amount
that is equal to an increase of deferred tax expense up to
such deferred tax expense recast at the minimum rate.

If more than EUR 1 million of the amount accrued by a
constituent entity as current tax expense and included in
adjusted covered taxes for a fiscal year is not paid within
three years of the last day of such year, the effective tax
rate and top-up tax for the fiscal year in which the unpaid
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amount was claimed as a covered tax must be recalculated
in accordance with Article 5.4.1 by excluding such unpaid
amount from adjusted covered taxes.

Chapter 5 Computation of Effective Tax Rate
and Top-up Tax

Article 5.1. Determination of effective tax rate

5.1.1.

The effective tax rate of the MNE group for a jurisdiction
with net GloBE income shall be calculated for each fiscal
year. The effective tax rate of the MNE group for a
jurisdiction is equal to the sum of the adjusted covered
taxes of each constituent entity located in the jurisdiction
divided by the net GloBE income of the jurisdiction for
the fiscal year. For purposes of Chapter 5, each stateless
constituent entity shall be treated as a single constituent
entity located in a separate jurisdiction.

Note—

In relation to Article 5.1.1, see the specified OECD GloBE rules
guidance in paragraphs 6 and 7 of Chapter 5 of the 2023 Commentary.

The net GloBE income of a jurisdiction for a fiscal year is
the positive amount, if any, computed in accordance with
the following formula:

Net GloBE Income = GIOBE Income of lel B GIOBE Losses of lel
Constituent Entities Constituent Entities

where:
(a) the GIloBE income of all constituent entities is the
sum of the GloBE income of all constituent entities

located in the jurisdiction determined in accordance
with Chapter 3 for the fiscal year; and
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(b) the GIloBE losses of all constituent entities is the sum
of the GloBE losses of all constituent entities located
in the jurisdiction determined in accordance with
Chapter 3 for the fiscal year.

Adjusted covered taxes and GloBE income or loss of
constituent entities that are investment-related entities or
minority-owned constituent entities are excluded from the
determination of the effective tax rate in Article 5.1.1 and
the determination of net GloBE income in Article 5.1.2.

Article 5.2. Top-up tax

5.2.1.

5.2.2.

The top-up tax percentage for a jurisdiction for a fiscal
year shall be the positive percentage point difference, if
any, computed in accordance with the following formula:

Top up tax percentage = minimum rate — effective tax rate

where the effective tax rate i1s the effective tax rate
determined in accordance with Article 5.1 for the
jurisdiction for the fiscal year.
Note—
In relation to Article 5.2.1, see the specifitd OECD GloBE rules
guidance in—

(a) paragraphs 15.1 to 15.5 of Chapter 5 of the 2023

Commentary; and

(b)  section 2.7 of the Feb-2023 Administrative Guidance.

The excess profit for the jurisdiction for the fiscal year is
the positive amount, if any, computed in accordance with
the following formula:

Excess Profit = Net GloBE Income — Substance Based Income Exclusion

where:
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5.2.3.

(a)

(b)

the net GloBE income is the net GloBE income
determined under Article 5.1.2 for the jurisdiction for
the fiscal year; and

the substance-based income exclusion 1is the
substance-based income exclusion determined under
Article 5.3 for the jurisdiction for the fiscal year (if

any).

The jurisdictional top-up tax for a jurisdiction for a fiscal
year is equal to the positive amount, if any, computed in
accordance with the following formula:

Jurisdictional Top up Tax

= (Top up Tax Percentage x Excess Profit) + Additional Current Top up Tax — Domestic Top up Tax

5.2.4.

where:

(a)

(b)

(©

(d)

the top-up tax percentage is percentage point
difference determined in accordance with Article 5.2.1
for the jurisdiction for the fiscal year;

the excess profit is the excess profit determined in
accordance with Article 5.2.2 for the jurisdiction for
the fiscal year;

the additional current top-up tax is the amount
determined, or treated as additional current top-up
tax, under Article 4.1.5 or Article 5.4.1 for the
jurisdiction for the fiscal year; and

the Domestic top-up tax is the amount payable under
a qualified domestic minimum top-up tax of the
jurisdiction for the fiscal year.

Except as provided in Article 5.4.3, the top-up tax of a
constituent entity shall be determined for each constituent
entity of a jurisdiction that has GloBE income determined
in accordance with Chapter 3 for the fiscal year included
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Top up Tax of a CE = Jurisdictional Top up Tax x

5.2.5.

in the computation of net GIoBE income of that
jurisdiction in accordance with the following formula:

GloBE Income of the CE
Aggregate GloBE Income of all CEs

where:

(a) the jurisdictional top-up tax is the top-up tax
determined in accordance with Article 5.2.3 for the
jurisdiction for the fiscal year;

(b) the GIloBE income of the CE is the GloBE income
of the constituent entity determined in accordance
with Article 3.2 for the jurisdiction for the fiscal year;

(c) the aggregate GloBE income of all CEs is the
aggregate GloBE income of all constituent entities
that have GloBE income for the fiscal year included
in the computation of net GloBE income in
accordance with Article 5.1.2 for the jurisdiction for
the fiscal year.

If the jurisdictional top-up tax is attributable to a
recalculation under the Article 5.4.1 and the jurisdiction
does not have net GloBE income for the current fiscal
year, top-up tax shall be allocated using the formula in
Article 5.2.4 based on the GloBE income of the
constituent entities in the fiscal years for which the
recalculations under Article 5.4.1 were performed.

Article 5.3. Substance-based income exclusion

5.3.1.

The net GIloBE income for the jurisdiction shall be
reduced by the substance-based income exclusion for the
jurisdiction to determine the excess profit for purposes of
computing the top-up tax under Article 5.2. A filing
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5.3.2.

5.3.3.

constituent entity of an MNE group may make an annual
election not to apply the substance-based income
exclusion for a jurisdiction by not computing the
exclusion or claiming it in the computation of top-up tax
for the jurisdiction in the GloBE information return(s)
filed for the fiscal year.
Note—
In relation to Article 5.3.1, see the specified OECD GloBE rules
guidance in—

(a) paragraph 29.1 of Chapter 5 of the 2023 Commentary;

and

(b)  section 3 of the Jul-2023 Administrative Guidance.

The substance-based income exclusion amount for a
jurisdiction is the sum of the payroll carve-out and the
tangible asset carve-out for each constituent entity, except
for constituent entities that are investment-related entities,
in that jurisdiction.

The payroll carve-out for a constituent entity located in a
jurisdiction is equal to 5% of its eligible payroll costs of
eligible employees that perform activities for the MNE
group in such jurisdiction, except eligible payroll costs
that are:

(a) capitalised and included in the carrying value of
eligible tangible assets;

(b) attributable to a constituent entity’s international
shipping income and qualified ancillary international
shipping income under Article 3.3.5 that is excluded
from the computation of GloBE income or loss for
the fiscal year.

Note—

In relation to Article 5.3.3, see—
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(a) the specified OECD GloBE rules guidance in—

(i) paragraph 36.1 of Chapter 5 of the 2023
Commentary; and

(i) section 3 of the Jul-2023 Administrative Guidance;
and

(b)  the specified OECD GloBE rules guidance in—

(i) paragraphs 33 and 33.1 of Chapter 5 of the 2023
Commentary; and

(ii)  section 3 of the Jul-2023 Administrative Guidance.

5.3.4. The tangible asset carve-out for a constituent entity
located in a jurisdiction is equal to 5% of the carrying
value of eligible tangible assets located in such
jurisdiction. Eligible tangible assets means:

(a) property, plant, and equipment located in that
jurisdiction;
(b) natural resources located in that jurisdiction;

(c) a lessee’s right of use of tangible assets located in
that jurisdiction; and

(d) a licence or similar arrangement from the government
for the use of immovable property or exploitation of
natural resources that entails significant investment
in tangible assets.

For this purpose, the tangible asset carve-out computation
shall not include the carrying value of property (including
land or buildings) that is held for sale, lease or investment.
The tangible asset carve-out computation shall not include
the carrying value of tangible assets used in the generation
of a constituent entity’s international shipping income and
qualified ancillary international shipping income (i.e. ships
and other maritime equipment and infrastructure). The
carrying value of tangible assets attributable to a
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constituent entity’s excess income over the cap for
qualified ancillary international shipping income under
Article 3.3.4 shall be included in the tangible asset carve-
out computation.
Note—
In relation to Article 5.3.4, see—
(a)  the specified OECD GloBE rules guidance in—
(i) paragraph 48.1 of Chapter 5 of the 2023
Commentary; and
(i)  section 3 of the Jul-2023 Administrative Guidance;
(b)  the specified OECD GloBE rules guidance in—
(i) paragraphs 38 and 38.1 of Chapter 5 of the 2023
Commentary; and
(ii) section 3 of the Jul-2023 Administrative Guidance;
and
(c)  the specified OECD GloBE rules guidance in—
(i) paragraphs 43 to 43.7 of Chapter 5 of the 2023
Commentary; and
(ii)  section 3 of the Jul-2023 Administrative Guidance.
5.3.5. The computation of carrying value of eligible tangible

assets for purposes of Article 5.3.4 shall be based on the
average of the carrying value (net of accumulated
depreciation, amortisation, impairment losses or depletion
and including any amount attributable to capitalisation of
payroll expense) at the beginning and ending of the
reporting fiscal year as recorded for the purposes of
preparing the consolidated financial statements of the
ultimate parent entity.

Note—

In relation to Article 5.3.5, see—

(a) the specified OECD GloBE rules guidance in paragraph 52
of Chapter 5 of the 2023 Commentary; and
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5.3.6.

5.3.7.

(b)  the specified OECD GloBE rules guidance in paragraph 49
of Chapter 5 of the 2023 Commentary.

For purposes of Articles 5.3.3 and 5.3.4, the eligible
payroll costs and eligible tangible assets of a constituent
entity that is a permanent establishment are those
included in its separate financial accounts as determined
by Article 3.4.1 and adjusted in accordance with Article
3.4.2, provided that the eligible employees and eligible
tangible assets are located in the jurisdiction where the
permanent establishment is located. The eligible payroll
costs and eligible tangible assets of a permanent
establishment are not taken into account for the eligible
payroll costs and eligible tangible assets of the main
entity. The eligible payroll costs and eligible tangible
assets of a permanent establishment whose income has
been wholly or partly excluded in accordance with Articles
3.53 and 7.1.4 are excluded from the substance-based
income exclusion computations of the MNE group in the
same proportion.

For purposes of Articles 5.3.3 and 5.3.4, eligible payroll
costs and eligible tangible assets of a flow-through entity
that are not allocated under Article 5.3.6 are allocated as
follows:

(a) if the financial accounting net income or loss of the
flow-through entity has been allocated to the
constituent entity-owner under Article 3.5.1(b), then
the entity’s eligible payroll costs and eligible tangible
assets are allocated in the same proportion to the
constituent entity-owner provided it is located in the
jurisdiction where the eligible employees and eligible
tangible assets are located;
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(b)

©

if the flow-through entity is the ultimate parent
entity, then eligible payroll costs and eligible tangible
assets located in the jurisdiction where the ultimate
parent entity is located are allocated to it and
reduced in proportion to the income that is excluded
under Article 7.1.1; and

all other eligible payroll costs and eligible tangible
assets of the flow-through entity are excluded from
the substance-based income exclusion computations
of the MNE group.

Article 5.4. Additional current top-up tax

54.1.

5.4.2.

If the effective tax rate and top-up tax for a prior fiscal
year is required or permitted to be recalculated pursuant
to an ETR adjustment article,

(a)

(b)

the effective tax rate and top-up tax for the prior
fiscal year shall be recalculated in accordance with
the rules of Article 5.1 through Article 5.3 after
taking into account the adjustments to adjusted
covered taxes and GloBE income or loss required by
the relevant ETR adjustment article; and

any amount of incremental top-up tax resulting from
such recalculation shall be treated as additional
current top-up tax under Article 5.2.3 arising in the
current fiscal year.

If there is additional current top-up tax attributable to a
recalculation under Article 5.4.1 and the jurisdiction does
not have net GloBE income for the current fiscal year, the
GloBE income of each constituent entity located in the
jurisdiction for purposes of Article 2.2.2 shall be equal to
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5.4.3.

5.4.4.

the result of the top-up tax allocated to such entity under
Articles 5.2.4 and 5.2.5 divided by the minimum rate.

If there is additional current top-up tax attributable to the
operation of Article 4.1.5, the GIloBE income of each
constituent entity located in the jurisdiction for purposes
of Article 2.2.2 shall be equal to the result of the top-up
tax allocated to such entity under this Article divided by
the minimum rate. The amount of additional current top-
up tax allocated to each constituent entity for purposes of
this Article shall be allocated only to constituent entities
that record an adjusted covered taxes amount that is less
than zero and less than the GloBE income or loss of such
constituent entity multiplied by the minimum rate. The
allocation shall be made pro-rata based upon the
following amount for each of those constituent entities:

(GloBE Income or Loss x Minimum Rate) — Adjusted Covered Tuxes

If a constituent entity is allocated additional current top-
up tax pursuant to this Article and Article 5.2.4 such
constituent entity shall be treated as a low-taxed
constituent entity for the purposes of Chapter 2.

Article 5.5. De minimis exclusion

5.5.1.

At the election of the filing constituent entity, and
notwithstanding the requirements otherwise provided in
Chapter 5, the top-up tax for the constituent entities
located in a jurisdiction shall be deemed to be zero for a
fiscal year if, for such fiscal year:

(a) the average GloBE revenue of such jurisdiction is less
than EUR 10 million; and
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5.5.2.

5.5.3.

(b) the average GIoBE income or loss of such
jurisdiction is a loss or is less than EUR 1 million.

The election under this Article is an annual election.
Note—
In relation to Article 5.5.1(a), see the specified OECD GIloBE rules
guidance in—
(a) paragraph 83 of Chapter 5 of the 2023 Commentary; and
(b)  section 1 of the Jul-2023 Administrative Guidance.

For purposes of Article 5.5.1, the average GloBE revenue
(or GloBE income or loss) of a jurisdiction is the average
of the GloBE revenue (or GloBE income or loss) of the
jurisdiction for the current and the two preceding fiscal
years. If there were no constituent entities with GloBE
revenue or GloBE losses that were located in the
jurisdiction in the first or second preceding fiscal year,
such year or years shall be excluded from the calculation
of the average GIloBE revenue and the average GloBE
income or loss of the relevant jurisdiction.

For purposes of Article 5.5.2:

(a) the GloBE revenue of a jurisdiction for a fiscal year
is the sum of the revenue of all constituent entities
located in the jurisdiction for such fiscal year, taking
into account the adjustments calculated in
accordance with Chapter 3; and

(b) the GIloBE income or loss of a jurisdiction for a
fiscal year is the net GIloBE income of that
jurisdiction, if any, or the net GloBE loss of that
jurisdiction.

Note—

In relation to Article 5.5.3, see—
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(a)  the specified OECD GloBE rules guidance in paragraph 92
of Chapter 5 of the 2023 Commentary; and
(b)  the specified OECD GloBE rules guidance in paragraph 82
of Chapter 5 of the 2023 Commentary.
5.54. An election under Article 5.5 shall not apply to a

constituent entity that is a stateless constituent entity or
an investment-related entity and the revenue and GloBE
income or loss of a stateless constituent entity and an
investment-related entity shall be excluded from the
computations in Article 5.5.3.

Article 5.6. Minority-owned constituent entities

5.6.1.

5.6.2.

The computation of the effective tax rate and top-up tax
for a jurisdiction in accordance with Chapters 3 to 7, and
Article 8.2 with respect to members of a minority-owned
subgroup shall apply as if they were a separate MNE
group. The adjusted covered taxes and GloBE income or
loss of members of a minority-owned subgroup are
excluded from the determination of the remainder of the
MNE group’s effective tax rate in Article 5.1.1 and net
GloBE income in Article 5.1.2.

The effective tax rate and top-up tax of a minority-owned
constituent entity that is not a member of a minority-
owned subgroup is computed on an entity basis in
accordance with Chapters 3 to 7, and Article 8.2. The
adjusted covered taxes and GloBE income or loss of the
minority-owned constituent entity are excluded from the
determination of the remainder of the MNE group’s
effective tax rate in Article 5.1.1 and net GloBE income in
Article 5.1.2. This provision does not apply if the
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minority-owned constituent entity is an investment-related
entity.

Chapter 6 Corporate Restructurings and Holding
Structures

Article 6.1. Application of consolidated revenue threshold to
group mergers and demergers

6.1.1. For the purposes of Article 1.1

(a)

(b)

If two or more groups merge to form a single group
in any of the four fiscal years prior to the tested
fiscal year, then the consolidated revenue threshold
of the MNE group for any fiscal year prior to the
merger is deemed to be met for that year if the sum
of the revenue included in each of their consolidated
financial statements for that year is equal to or
greater than EUR 750 million.

Where an entity that is not a member of any group
(acquirer) acquires or merges with an entity or group
(target) in the tested fiscal year and the target or
acquirer does not have consolidated financial
statements in any of the four fiscal years prior to the
tested fiscal year because it was not a member of any
group in that year, the consolidated revenue threshold
of the MNE group is deemed to be met for that year
if the sum of the revenue included in each of their
Financial Statements or consolidated financial
statements for that year is equal to or greater than
EUR 750 million.
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(c) Where a single MNE group within the scope of the
GloBE rules demerges into two or more groups (each
a demerged group), the consolidated revenue
threshold is deemed to be met by a demerged group:

i. with respect to the first tested fiscal year ending
after the demerger, if the demerged group has
annual revenues of EUR 750 million or more in
that year;

ii.  with respect to the second to fourth tested fiscal
years ending after the demerger, if the demerged
group has annual revenues of EUR 750 million
or more in at least two of the fiscal years
following the year of the demerger.

For the purposes of Article 6.1.1 a merger is any
arrangement where:

(a) all or substantially all of the group entities of two or
more separate groups are brought under common
control such that they constitute group entities of a
combined group; or

(b) an entity that is not a member of any group is
brought under common control with another entity
or group such that they constitute group entities of a
combined group.

For the purposes of Article 6.1.1 a demerger is any
arrangement where the group entities of a single group
are separated into two or more groups that are no longer
consolidated by the same ultimate parent entity.
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Article 6.2. Constituent entities joining and leaving an MINE
group

6.2.1.

Except to the extent provided in Article 6.2.2, the
following provisions apply where an entity (the target)
becomes or ceases to be a constituent entity of an MNE
group as a result of a transfer of direct or indirect
ownership interests in such entity during the fiscal year
(the acquisition year):

(a)

(b)

(©)

(d)

where the target joins or leaves a group or the target
becomes the ultimate parent entity of a new group,
the target will be treated as a member of the group
for the purposes of the GloBE rules if any portion
of its assets, liabilities, income, expenses or cash
flows are included on a line-by-line basis in the
consolidated financial statements of the ultimate
parent entity in the acquisition year;

in the acquisition year, an MNE group shall take
into account only the financial accounting net
income or loss and adjusted covered taxes of the
target that are taken into account in the consolidated
financial statements of the ultimate parent entity for
purposes of applying the GloBE rules;

in the acquisition year and each succeeding year, the
target shall determine its GloBE income or loss and
adjusted covered taxes using its historical carrying
value of the assets and liabilities;

the computation of the target’s eligible payroll costs
under Article 5.3.3 shall take into account only those
costs reflected in the consolidated financial
statements of the ultimate parent entity;
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6.2.2.

(e)

)

(2

(h)

the computation of carrying value of the target’s
eligible tangible assets for purposes of Article 5.3.4
shall be adjusted proportionally to correspond with
the length of the relevant fiscal year that the target
was a member of the MNE group;

with the exception of the GIoBE loss deferred tax
asset, the deferred tax assets and deferred tax
liabilities of a constituent entity that are transferred
between MNE groups shall be taken into account
under the GloBE rules by the acquiring MNE group
in the same manner and to the same extent as if the
acquiring MNE group controlled the constituent
entity when such assets and liabilities arose;

deferred tax liabilities of a target that have previously
been included in its total deferred tax adjustment
amount shall be treated as reversed for purposes of
applying Article 4.4.4 by the disposing MNE group
and treated as arising in the acquisition year for
purposes of applying Article 4.4.4 by the acquiring
MNE group, except that in such cases any subsequent
reduction to covered taxes under Article 4.4.4 shall
have effect in the year in which the amount is
recaptured; and

if the target is a parent entity and it is a group entity
of two or more MNE groups during the acquisition
year, it shall apply separately the provisions of the
IIR to its allocable shares of the top-up tax of low-
taxed constituent entities determined for each MNE
group.

For purposes of the GloBE rules, the acquisition or
disposal of a controlling interest in a constituent entity
will be treated as an acquisition or disposal of the assets
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and liabilities if the jurisdiction in which the target
constituent entity is located, or in the case of a tax
transparent entity, the jurisdiction in which the assets are
located, treats the acquisition or disposal of that
controlling interest in the same or similar manner as an
acquisition or disposition of the assets and liabilities and
imposes a covered tax on the seller based on the difference
between their tax basis and the consideration paid in
exchange for the controlling interest or the fair value of
the assets and liabilities.

Article 6.3. Transfer of assets and liabilities

6.3.1.

6.3.2.

In the case of a disposition or acquisition of assets and
liabilities, a disposing constituent entity will include the
gain or loss on disposition in the computation of its
GloBE income or loss and an acquiring constituent entity
will determine its GloBE income or loss using the
acquiring constituent entity’s carrying value of the
acquired assets and liabilities determined under the
accounting standard used in preparing consolidated
financial statements of the ultimate parent entity.
Note—
In relation to Article 6.3.1, see the specified OECD GIloBE rules
guidance in—

(a) paragraph 73.1 of Chapter 6 of the 2023 Commentary;

and

(b)  section 2.1 of the Feb-2023 Administrative Guidance.

If the disposition or acquisition of assets and liabilities is
part of a GloBE reorganisation Article 6.3.1 shall not
apply and:
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6.3.3.

6.3.4.

(a) a disposing constituent entity will exclude any gain
or loss on the disposition from the computation of
its GloBE income or loss; and

(b) an acquiring constituent entity will determine its
GloBE income or loss after the acquisition using the
disposing entity’s carrying values of the acquired
assets and liabilities upon disposition.

If a disposition or acquisition of assets and liabilities is
part of a GIloBE reorganisation in which a disposing
constituent entity recognises non-qualifying gain or loss,
Articles 6.3.1 and 6.3.2 shall not apply and:

(a) the disposing constituent entity will include gain or
loss on the disposition in its GloBE income or loss
computation to the extent of the non-qualifying gain
or loss; and

(b) an acquiring constituent entity will determine its
GIoBE income or loss after the acquisition using the
disposing entity’s carrying value of the acquired
assets and liabilities upon disposition adjusted
consistent with local tax rules to account for the non-
qualifying gain or loss.

At the election of the filing constituent entity, a
constituent entity of an MNE group that is required or
permitted to adjust the basis of its assets and the amount
of its liabilities to fair value for tax purposes in the
jurisdiction in which it is located, shall:

(a) include in the computation of its GloBE income or
loss an amount of gain or loss in respect of each of
its assets and liabilities that is equal to:
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(b)

(©

1.

the difference between the carrying value for
financial accounting purposes of the asset or
liability immediately before and the fair value of
the asset or liability immediately after the date
of the event that triggered the tax adjustment
(the triggering event);

decreased (or increased) by the non-qualifying
gain (or loss), if any, arising in connection with
the triggering event;

use the fair value for financial accounting purposes
of the asset or liability immediately after the
triggering event to determine GloBE income or loss
in fiscal years ending after the triggering event; and

include the net total of the amounts determined in
Article 6.3.4(a) in the constituent entity’s GloBE
income or loss in one of the following ways:

1.

1.

the net total of the amounts is included in the
fiscal year in which the triggering event occurs;
or

an amount equal to the net total of the amounts
divided by five is included in the fiscal year in
which the triggering event occurs and in each of
the immediate four subsequent fiscal years,
unless the constituent entity leaves the MNE
group in a fiscal year within this period, in
which case the remaining amount will be wholly
included in that fiscal year.

Article 6.4. Joint ventures

6.4.1.

The GIloBE rules shall apply to a joint venture and its JV
subsidiaries as follows for each fiscal year:
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(a)

(b)

©

Chapters 3 to 7, and Article 8.2 shall apply for
purposes of computing any top-up tax of the joint
venture and its JV subsidiaries as if they were
constituent entities of a separate MNE group and as
if the joint venture was the ultimate parent entity of
that group;

a parent entity that holds directly or indirectly
ownership interests in the joint venture or a JV
subsidiary shall apply the IIR with respect to its
allocable share of the top-up tax of a member of the
JV group in accordance with Article 2.1 to Article
2.3; and

the JV group top-up tax shall be reduced by each
parent entity’s allocable share of the top-up tax of
each member of the JV group that is brought into
charge under a qualified IIR under paragraph (b),
and any remaining amount shall be added to the
total UTPR top-up tax amount taken into account
under Article 2.5.1.

Article 6.5. Multi-parented MNE groups

6.5.1. The following provisions apply to multi-parented MNE
groups:

(a)

(b)

the entities and constituent entities of each group are
treated as members of a single MNE group for
purposes of the GIloBE rules (the multi-parented
MNE group);

an entity (other than an excluded entity) shall be
treated as a constituent entity if it is consolidated on
a line-by-line basis by the multi-parented MNE
group or its controlling interests are held by entities
in the multi-parented MNE group;
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(©)

(d)

(e)

)

(2

the consolidated financial statements of the multi-
parented MNE group shall be the consolidated
financial statements referred to in the definition of
stapled structure or dual-listed arrangement (as
relevant) prepared under an acceptable financial
accounting standard, which is deemed to be the
accounting standard of the ultimate parent entity;

the ultimate parent entities of the separate groups
that comprise the multi-parented MNE group shall
be the ultimate parent entities of the multi-parented
MNE group (when applying the GloBE rules in
respect of a multi-parented MNE group, a reference
to an ultimate parent entity shall apply, as required,
as if they were a reference to multiple ultimate parent
entities);

the parent entities of the multi-parented MNE group
(including each ultimate parent entity) located in
Hong Kong shall apply the IIR in accordance with
Article 2.1 to Article 2.3 with respect to their
allocable share of the top-up tax of the low-taxed
constituent entity;

all of the constituent entities of the multi-parented
MNE group located in Hong Kong shall apply the
UTPR in accordance with Article 2.4 to Article 2.6,
taking into account the top-up tax of each low-taxed
constituent entity of the multi-parented MNE group;
and

the ultimate parent entities are required to submit the
GloBE information return in accordance with Article
8.1 unless they appoint a single designated filing
entity and that return shall include the information
concerning each of the groups that comprise the
multi-parented MNE group.



Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups)

Clause 16

Bill 2024

C4479

Chapter

Notes—

The reference in Article 6.5.1(f) to “Article 2.4 to Article 2.6 is
to be read as “Article 2.4 to Article 2.6, read with Part 2 of this
Schedule”, because of Part 2 of this Schedule.

Similarly, the reference in Article 6.5.1(g) to “Article 8.1” is to be
read as “Part 2 of Schedule 627, because of Part 2 of this
Schedule.

1.

7 Tax Neutrality and Distribution

Regimes

Article 7.1. Ultimate parent entity that is a flow-through entity

7.1.1.

The GloBE income for a fiscal year of a flow-through
entity that is the ultimate parent entity of an MNE group
shall be reduced by the amount of GIloBE income
attributable to each ownership interest if:

(a)

the holder of the ownership interest is subject to tax
on such income for a taxable period that ends within
12 months of the end of the MNE group’s fiscal year

and:

()

(i)

the holder of the ownership interest is subject
to tax on the full amount of such income at a
nominal rate that equals or exceeds the
minimum rate; or

it can be reasonably expected that the aggregate
amount of covered taxes paid by the ultimate
parent entity and other entities that are part of
the tax transparent structure and taxes of the
holder of the ownership interest on such income
equals or exceeds the amount that results from
multiplying the full amount of such income by
the minimum rate; or



Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups)

Bill 2024
Clause 16 C4481
(b) the holder is a natural person that:
(1) 1is a tax resident in the UPE jurisdiction; and
(1) holds ownership interests that, in the aggregate,
are a right to 5% or less of the profits and
assets of the ultimate parent entity; or
(c) the holder is a governmental entity, an international
organisation, a non-profit organisation, or a pension
fund that:
(1) 1is resident in the UPE jurisdiction; and
(i) holds ownership interests that, in the aggregate,
are a right to 5% or less of the profits and
assets of the ultimate parent entity.
Notes—
1. In relation to Article 7.1.1(a)(i), see the specified OECD GloBE
rules guidance in paragraph 12 of Chapter 7 of the 2023
Commentary.
2. In relation to Article 7.1.1(b)(ii), see the specified OECD GloBE
rules guidance in paragraph 18 of Chapter 7 of the 2023
Commentary.
7.1.2. In computing its GloBE loss for a fiscal year, a flow-
through entity that is the ultimate parent entity of an
MNE group shall reduce its GloBE loss for such fiscal
year by the amount of GIloBE loss attributable to each
ownership interest, except to the extent that the holders of
ownership interests are not allowed to use the loss in
computing their separate taxable income.
7.1.3. A flow-through entity that reduces its GloBE income

pursuant to Article 7.1.1 shall reduce its covered taxes
proportionally.
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7.1.4. Articles 7.1.1 through 7.1.3 shall apply to a permanent

establishment:

(a) through which a flow-through entity that is the
ultimate parent entity of an MNE group wholly or
partly carries out its business; or

(b) through which the business of a tax transparent
entity is wholly or partly carried out if the ultimate
parent entity’s ownership interest in that tax
transparent entity is held directly or through a tax
transparent structure.

Article 7.2. Ultimate parent entity subject to deductible dividend
regime

7.2.1.

For purposes of computing its GloBE income or loss for
a fiscal year, an ultimate parent entity that is subject to a
deductible dividend regime shall reduce (but not below
zero) its GloBE income for such fiscal year by the amount
that is distributed as a deductible dividend within 12
months of the end of the fiscal year if:

(a) the dividend is subject to tax in the hands of the
dividend recipient for a taxable period that ends
within 12 months of the end of the ultimate parent
entity’s fiscal year, and:

(i) the dividend recipient is subject to tax on such
dividend at a nominal rate that equals or
exceeds the minimum rate;

(i1) it can be reasonably expected that the aggregate
amount of covered taxes paid by the ultimate
parent entity and taxes paid by the dividend
recipient on the dividend income equals or
exceeds the amount that results from multiplying
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the full amount of such income by the minimum
rate; or
(iii)) the dividend recipient is a natural person and
the dividend is a patronage dividend from a
supply cooperative; or
(b) the dividend recipient is a natural person that:
(1) 1is a tax resident in the UPE jurisdiction; and
(i) holds ownership interests that, in the aggregate,
are a right to 5% or less of the profits and
assets of the ultimate parent entity.
(c) the dividend recipient is resident in the UPE
jurisdiction and is:
(1) a governmental entity,
(i) an international organisation,
(iii) a non-profit organisation or
(iv) a pension fund that is not a pension services
entity.
7.2.2.  An ultimate parent entity that reduces its GloBE income
pursuant to Article 7.2.1 shall reduce its covered taxes
(other than the taxes for which the dividend deduction
was allowed) proportionally and shall reduce its GloBE
income by the same amount.
Note—
In relation to Article 7.2.2, see the specified OECD GIloBE rules
guidance in paragraph 46 of Chapter 7 of the 2023 Commentary.
7.2.3. If the ultimate parent entity holds an ownership interest

in another constituent entity subject to the deductible
dividend regime (directly or through a chain of such
constituent entities), Articles 7.2.1 and 7.2.2 shall apply to



Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups)

Clause 16

Bill 2024

C4487

7.2.4.

each other constituent entity in the UPE jurisdiction that
is subject to the deductible dividend regime to the extent
that its GIoBE income is further distributed by the
ultimate parent entity to recipients that meet the
requirements of Article 7.2.1.

Patronage dividends from a supply cooperative are subject
to tax to the extent they reduce an expense or cost that is
deductible in the computation of the recipient’s taxable
income.

Note—

In relation to Article 7.2.4, see the specified OECD GIloBE rules
guidance in paragraph 50 of Chapter 7 of the 2023 Commentary.

Article 7.3. Eligible distribution tax systems

7.3.1.

7.3.2.

A filing constituent entity may make an annual election
with respect to a constituent entity that is subject to an
eligible distribution tax system to add the amount of
deemed distribution tax determined under Article 7.3.2 to
adjusted covered taxes for the fiscal year. An election
under this Article shall apply to all constituent entities
located in the jurisdiction.

The amount of deemed distribution tax is the lesser of:

(a) the amount necessary to increase the effective tax
rate computed under Article 5.2.1 for the jurisdiction
for the fiscal year to the minimum rate; or

(b) the amount of distribution tax that would have been
due if the constituent entities located in the
jurisdiction had distributed all of their income that is
subject to the eligible distribution tax regime during
such year.
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7.3.3.

7.3.4.

An annual deemed distribution tax recapture account is
established for each fiscal year in which the election in
Article 7.3.1 applies. A deemed distribution tax recapture
account is increased by the amount of the deemed
distribution tax determined under Article 7.3.2 for the
jurisdiction for the fiscal year for which it was established.
At the end of each succeeding fiscal year, the outstanding
balances of deemed distribution tax recapture accounts
established for prior fiscal years are reduced in
chronological order and to the extent thereof, but not
below zero:

(a) first by taxes paid by the constituent entities during
the fiscal year in relation to actual or deemed
distributions;

(b) then by the amount of any net GloBE loss of the
jurisdiction multiplied by the minimum rate; and

(c) then by any amount of recapture account loss carry-
forward applied to the current fiscal year pursuant to
Article 7.3.4.

A recapture account loss carry-forward shall be
established for the jurisdiction when the amount described
in Article 7.3.3(b) exceeds the outstanding balance of the
deemed distribution tax recapture accounts. The recapture
account loss carry-forward shall be in an amount equal to
such excess and shall be taken into account in subsequent
fiscal years as a reduction to deemed distribution tax
recapture accounts in such fiscal years. When such
amount is taken into account in a subsequent fiscal year,
the recapture account loss carry-forward must be reduced
by that amount.
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7.3.5.

7.3.6.

7.3.7.

If there is an outstanding balance of a deemed distribution
tax recapture account (maintained in accordance with
Article 7.3.3) on the last day of the fourth fiscal year after
the fiscal year for which such account was established, the
effective tax rate and top-up tax for the fiscal year for
which the account was established must be recalculated
under Article 5.4.1 by treating the balance of the deemed
distribution tax recapture account as a reduction to the
adjusted covered taxes previously determined for such
year.

Taxes paid during the fiscal year in relation to actual or
deemed distributions are not included in adjusted covered
taxes to the extent they reduce a deemed distribution tax
recapture account under Article 7.3.3.

In the fiscal year that a departing constituent entity leaves
the MNE group or transfers substantially all of its assets
outside the MNE group or outside the jurisdiction,

(a) the effective tax rate and top-up tax for each
preceding year for which a deemed distribution tax
recapture account is outstanding is re-calculated in
accordance with the principles of Article 5.4.1. by
treating the balance of the deemed distribution tax
recapture account as a reduction to the adjusted
covered taxes previously determined for such year;
and

(b) any amount of incremental top-up tax resulting from
such recalculation shall be multiplied by the
disposition recapture ratio to determine the
additional current top-up tax for purposes of Article
5.2.3.
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Note—
In relation to Article 7.3.7(b), see the specified OECD GloBE rules
guidance in paragraph 71 of Chapter 7 of the 2023 Commentary.
7.3.8. The disposition recapture ratio is determined for each

departing constituent entity using the following formula:
GloBE income of the CE

Net income of the jurisdiction
where:

(a) GIloBE income of the CE is the sum of GloBE
income of the departing constituent entity
determined in accordance with Chapter 3 for each
fiscal year corresponding to the deemed distribution
tax recapture accounts for the jurisdiction; and

(b) net Income of the jurisdiction is the sum of the net
GloBE income of the jurisdiction determined in
accordance with Article 5.1.2 for each fiscal year
corresponding to the deemed distribution tax
recapture accounts for the jurisdiction.

Article 7.4. Effective tax rate computation for investment—related
entities

7.4.1.

7.4.2.

The rules of Article 7.4 apply to constituent entities that
meet the definition of an investment-related entity, except
investment-related entities that are tax transparent entities
or subject to an election under Article 7.5 or Article 7.6.

The effective tax rate for an investment-related entity that
is a constituent entity shall be calculated separately from
the effective tax rate of the jurisdiction in which it is
located. The effective tax rate for each such investment-
related entity is equal to the investment-related entity’s
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7.4.3.

7.4.4.

7.4.5.

adjusted covered taxes divided by the MNE group’s
allocable share of the investment-related entity’s GloBE
income determined under Chapter 3. If there is more than
one investment-related entity located in the jurisdiction,
the adjusted covered taxes and the MNE group’s allocable
share of each investment-related entity’s GloBE income or
loss determined for each such investment-related entity
are combined to compute the effective tax rate of all such
investment-related entities.

An investment-related entity’s adjusted covered taxes is
the sum of the adjusted covered taxes determined for the
investment-related entity under Article 4.1 attributable to
the MNE group’s allocable share of the investment-
related entity’s GloBE income and the covered taxes
allocated to the investment-related entity under Article 4.3.
The investment-related entity’s adjusted covered taxes
does not include any covered taxes accrued by the
investment-related entity attributable to income that is
not part of the MNE group’s allocable share of the
investment-related entity’s GloBE income.

The MNE group’s allocable share of the investment-
related entity’s GloBE income is equal to the allocable
share of the investment-related entity’s GloBE income or
loss that would be determined for the ultimate parent
entity in accordance with the rules of Article 2.2.2 taking
into account only interests that are not subject to an
election under Article 7.5 or Article 7.6.

The top-up tax of a constituent entity that is an
investment-related entity shall be an amount equal to the
top-up tax percentage for the investment-related entity
multiplied by the investment-related entity’s GloBE
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7.4.6.

income over the substance-based income exclusion for the
investment-related entity. The top-up tax percentage for
an investment-related entity shall be the percentage point
excess, if any, of the minimum rate over the effective tax
rate of the investment-related entity. If there is more than
one investment-related entity located in the jurisdiction,
the investment-related entity’s GloBE income and the
substance-based income exclusion determined for each
such investment-related entity are combined to compute
the top-up tax percentage of all such investment-related
entities.

The substance-based income exclusion for an investment-
related entity shall be determined in accordance with the
principles in Article 5.3 without regard to the exception in
Article 5.3.2, and by taking into account only eligible
tangible assets and eligible payroll costs of eligible
employees of the investment-related entities.

Article 7.5. Investment-related entity tax transparency election

7.5.1.

A filing constituent entity may elect to treat a constituent
entity that is an investment-related entity as a tax
transparent entity if the constituent entity-owner is subject
to tax in its location under a mark-to-market or similar
regime based on the annual changes in the fair value of its
ownership interest in the entity and the tax rate applicable
to the constituent entity-owner with respect to such
income equals or exceeds the minimum rate. For this
purpose, a constituent entity that indirectly owns an
ownership interest in an investment-related entity through
a direct ownership interest in another investment-related
entity is considered to be subject to tax under a mark-to-
market or similar regime with respect to the indirect
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7.5.2.

ownership interest in the first-mentioned entity if it is
subject to a mark-to-market or similar regime with respect
to the direct ownership interest in the second-mentioned
entity.
Note—
In relation to Article 7.5.1, see the specified OECD GIloBE rules
guidance in—

(a) paragraphs 91 and 91.1 of Chapter 7 of the 2023

Commentary; and

(b)  section 3.6 of the Feb-2023 Administrative Guidance.

The election under this Article is a five-year election. If
the election is revoked, gain or loss from the disposition
of an asset or liability held by the investment-related
entity shall be determined based on the fair value of the
assets or liabilities on the first day of the revocation year.

Article 7.6. Taxable distribution method election

7.6.1.

7.6.2.

At the election of the filing constituent entity, a
constituent entity-owner that is not an investment-related
entity may apply the taxable distribution method with
respect to its ownership interest in a constituent entity
that is an investment-related entity if the constituent
entity-owner can be reasonably expected to be subject to
tax on distributions from the investment-related entity at
a tax rate that equals or exceeds the minimum rate.

Under the taxable distribution method:

(a) distributions and deemed distributions of the
investment-related entity’s GloBE income are
included in the GIloBE income of the constituent
entity-owner (other than an investment-related entity)
that received the distribution;
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7.6.3.

(b)

©

(d)

the local creditable tax gross-up is included in the
GloBE income and adjusted covered taxes of the
constituent entity-owner (other than an investment-
related entity) that received the distribution;

the constituent entity-owner’s proportionate share of
the investment-related entity’s undistributed net
GloBE income for the tested year is treated as
GIloBE income of the investment-related entity for
the reporting fiscal year and the result of multiplying
the minimum rate by such GloBE income is treated
as top-up tax of a low-tax constituent entity in the
fiscal year for purposes of Chapter 2; and

the investment-related entity’s GIoBE income or loss
for the fiscal year and any adjusted covered taxes
attributable to such income are excluded from all
effective tax rate computations under Chapter 5 and
Articles 7.4.2 to 7.4.5, except as provided in
paragraph (b).

The undistributed net GloBE income for a fiscal year is
the amount of the investment-related entity’s GloBE
income, if any, for the tested year reduced (but not below

zero) by:

(a) any covered taxes of the investment-related entity;

(b) distributions and deemed distributions to
shareholders other than constituent entities that are
investment-related entities in the testing period;

(c) GIloBE losses arising in the testing period; and

(d)

investment loss carry-forwards.
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7.6.4.

7.6.5.

Undistributed net GloBE income for the tested year
cannot be reduced by distributions or deemed
distributions to the extent that such distributions were
treated as a reduction to undistributed net GloBE income
of a previous tested year. For purposes of computing
undistributed net GloBE income, a GloBE loss is reduced
to the extent it reduced undistributed net GloBE income
at the end of a previous fiscal year. If a GloBE loss for a
fiscal year is not reduced to zero before the end of the last
tested period that includes such fiscal year, the remainder
becomes an investment loss carry-forward and is reduced
in the same manner as a GloBE loss in subsequent fiscal
years.

For purposes of Article 7.6,

(a) the tested year is the third year preceding the
reporting fiscal year;

(b) the testing period is the period beginning with the
first day of the tested year and ending with the last
day of the reporting fiscal year that the ownership
interest was held by a group entity;

(c) a deemed distribution arises when a direct or indirect
ownership interest in the investment-related entity is
transferred to a non-group entity and is equal to the
proportionate share of the undistributed net GloBE
income attributable to such ownership interest on the
date of such transfer (determined without regard to
the deemed distribution); and

(d) the local creditable tax gross-up is the amount of
covered taxes incurred by the investment-related
entity that is allowed as a credit against the
constituent entity-owner’s tax liability arising in



Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups)

Bill 2024
Clause 16 C4505
connection with a distribution from the investment-
related entity.
7.6.6. The election under this Article is a five-year election. If

the election 1is revoked, constituent entity-owner’s
proportionate share of the investment-related entity’s
undistributed net GloBE income for the tested year at the
end of the fiscal year preceding the revocation year is
treated as GloBE income of the investment-related entity
for the revocation year and the result of multiplying the
minimum rate by such GloBE income is treated as top-up
tax of a low-tax constituent entity in the revocation year
for purposes of Chapter 2.

Chapter 8 Administration

Article 8.1. Filing obligation

[Article 8.1 of the OECD GloBE model rules is omitted. See,
instead, Part 2 of Schedule 62 for provisions on filing
obligations.]

Article 8.2. Safe harbours

8.2.1.

Note—
Article 8.2 is to be read together with Part 3 of this Schedule.

At the election of the filing constituent entity, and
notwithstanding Chapter 5, the top-up tax for a
jurisdiction (the safe harbour jurisdiction) shall be deemed
to be zero for a fiscal year when the constituent entities
located in this jurisdiction are eligible for a GloBE safe
harbour, pursuant to the conditions provided under the
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GloBE implementation framework and applicable for that
fiscal year.
8.2.2.  An election made for a jurisdiction under Article 8.2.1

shall not apply in circumstances where:

(a)

(b)

©

Hong Kong could be allocated top-up tax under the
GIloBE rules if the effective tax rate for the safe
harbour jurisdiction computed in accordance with
Chapter 5 was below the minimum rate; and

the tax administration of Hong Kong notifies the
liable constituent entity (or entities) within 36 months
after the filing of the GloBE information return of
specific facts and circumstances that may have
materially affected the eligibility of the constituent
entities located in the safe harbour jurisdiction for
the relevant safe harbour and invites the liable
constituent entity (or entities) to clarify within six
months the effect of those facts and circumstances
on the eligibility of those constituent entities for that
safe harbour; and

the liable constituent entity (or entities) fail(s) to
demonstrate within the response period that those
facts and circumstances did not materially affect the
eligibility of the constituent entities for the relevant
safe harbour.

Article 8.3. Administrative guidance

[Article 8.3 of the OECD GloBE model rules is omitted. See,
instead,
guidance.]

section 26AF for provisions on administrative
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Chapter 9 Transition Rules

Article 9.1. Tax attributes upon transition

9.1.1.

When determining the effective tax rate for a jurisdiction
in a transition year, and for each subsequent year, the
MNE group shall take into account all of the deferred tax
assets and deferred tax liabilities reflected or disclosed in
the financial accounts of all of the constituent entities in a
jurisdiction for the transition year. Such deferred tax
assets and liabilities must be taken into account at the
lower of the minimum rate or the applicable domestic tax
rate. A deferred tax asset that has been recorded at a rate
lower than the minimum rate may be taken into account
at the minimum rate if the taxpayer can demonstrate that
the deferred tax asset is attributable to a GloBE loss. For
purposes of applying this Article, the impact of any
valuation adjustment, or accounting recognition
adjustment with respect to a deferred tax asset is
disregarded.

Note—
In relation to Article 9.1.1, see—
(a) the specified OECD GloBE rules guidance in—

(i) paragraph 6.4 of Chapter 9 of the 2023
Commentary; and

(i) section 4.1 of the Feb-2023 Administrative
Guidance; and
(b)  the specified OECD GloBE rules guidance in—

(i) paragraph 6.1 of Chapter 9 of the 2023
Commentary; and

(i) section 4.1 of the Feb-2023 Administrative
Guidance.
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9.1.2.

Deferred tax assets arising from items excluded from the
computation of GloBE income or loss under Chapter 3
must be excluded from the Article 9.1.1 computation
when such deferred tax assets are generated in a
transaction that takes place after 30 November 2021.
Note—

In relation to Article 9.1.2, see the specified OECD GIloBE rules
guidance in paragraphs 8 and 9 of Chapter 9 of the 2023 Commentary.

In the case of a transfer of assets between constituent
entities after 30 November 2021 and before the
commencement of a transition year, the basis in the
acquired assets (other than inventory) shall be based upon
the disposing entity’s carrying value of the transferred
assets upon disposition with the deferred tax assets and
liabilities brought into GloBE determined on that basis.
Note—
In relation to Article 9.1.3, see—
(a)  the specified OECD GloBE rules guidance in—
(i) paragraphs 10.2 to 10.6 of Chapter 9 of the 2023
Commentary; and
(ii) sections 4.2 and 4.3 of the Feb-2023 Administrative
Guidance;
(b)  the specified OECD GloBE rules guidance in—
(i) paragraph 10.1.1 of Chapter 9 of the 2023
Commentary; and
(i)  section 4 of the Jul-2023 Administrative Guidance;
(c) the specified OECD GloBE rules guidance in—
(1) paragraph 10 of Chapter 9 of the 2023 Commentary;
and
(i) section 4.3 of the Feb-2023 Administrative
Guidance;

(d)  the specified OECD GloBE rules guidance in—
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(1) paragraph 109 of Chapter 9 of the 2023
Commentary; and

(i) section 4.3 of the Feb-2023 Administrative
Guidance; and
(e)  the specified OECD GloBE rules guidance in—
(1) paragraph 10.8 of Chapter 9 of the 2023
Commentary; and

(i) section 4.3 of the Feb-2023 Administrative
Guidance.

Article 9.2. Transitional relief for the substance-based income
exclusion

9.2.1. For the purposes of applying Article 5.3.3, the value of 5%
shall be replaced with the value set out in the table set out
below for each fiscal year beginning in each of the
following calendar years:

Fiscal Year Beginning In Article 5.3.3 Rate
2023 10%
2024 9.8%
2025 9.6%
2026 9.4%
2027 9.2%
2028 9.0%
2029 8.2%
2030 7.4%
2031 6.6%
2032 5.8%
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9.2.2.

For the purposes of applying Article 5.3.4, the value of 5%
shall be replaced with the value set out in the table set out
below for each fiscal year beginning in each of the
following calendar years:

Fiscal Year Beginning In Article 5.3.4 Rate
2023 8.0%
2024 7.8%
2025 7.6%
2026 7.4%
2027 7.2%
2028 7.0%
2029 6.6%
2030 6.2%
2031 5.8%
2032 5.4%

Article 9.3. Exclusion from the UTPR of MNE groups in the
initial phase of their international activity

9.3.1.

9.3.2.

Subject to Article 9.3.4 the top-up tax that would
otherwise be taken into account under Article 2.5.1 shall
be reduced to zero during the initial phase of an MNE
group’s international activity, notwithstanding the
requirements otherwise provided in Chapter 5.

For the purposes of Article 9.3, an MNE group is in its
initial phase of its international activity if, for a fiscal
year:

(a) it has constituent entities in no more than six
jurisdictions; and
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9.3.3.

9.3.4.

9.3.5.

(b) the sum of the net book values of tangible assets of
all constituent entities located in all jurisdictions
other than the reference jurisdiction does not exceed
EUR 50 million.

For the purposes of Article 9.3.2, the reference jurisdiction
of an MNE group is the jurisdiction where the MNE
group has the highest total value of tangible assets for the
fiscal year in which the MNE group originally comes
within the scope of the GloBE rules. The total value of
tangible assets in a jurisdiction is the sum of the net book
values of all tangible assets of all the constituent entities
of the MNE group that are located in that jurisdiction.

This Article 9.3 shall not apply for any fiscal year that
starts later than five years after the first day of the first
fiscal year when the MNE group originally came within
the scope of the GloBE rules. For MNE groups that are
in scope of the GloBE rules when they come into effect,
the period of five years will start at the time the UTPR
rules come into effect.

If Hong Kong is the reference jurisdiction of the MNE
group pursuant to Article 9.3.3, then Article 9.3.1 shall
not apply during the initial phase of that MNE group’s
international activity and, during that initial phase:

(a) the top-up tax calculated for a low-taxed constituent
entity that would be taken into account under Article
2.5.1 shall be reduced to zero if that low-taxed
constituent entity is located in the reference
jurisdiction, notwithstanding the requirements
otherwise provided in Chapter 5; and

(b) the UTPR percentage of the jurisdictions other than
the reference jurisdiction is deemed to be zero.
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Article 9.4. Transitional relief for filing obligations

[Article 9.4 of the OECD GloBE model rules is omitted. See,
instead, Part 2 of Schedule 62 for provisions on transitional
relief for filing obligations.]

Chapter 10 Definitions
Article 10.1. Defined terms

10.1.1. The terms set out below have the following definitions:

Acceptable financial accounting standard (7] 4% 19 AT &
##ER]) means International Financial Reporting
Standards (IFRS) and the generally accepted
accounting principles of Australia, Brazil, Canada,
Member States of the European Union, Member
States of the European Economic Area, Hong Kong
(China), Japan, Mexico, New Zealand, the People’s
Republic of China, the Republic of India, the
Republic of Korea, Russia, Singapore, Switzerland,
the United Kingdom, and the United States of
America.

Accrued pension expense (25 RIREFSZ) means the
difference between the amount of pension liability
expense included in the financial accounting net
income or loss and the amount contributed to a
pension fund for the fiscal year.

Additional current top-up tax (FRIMEWAMIEFRL) is the
amount of tax determined in Article 5.4 and any
amount treated as additional current top-up tax
determined under Article 5.4, such as the amount
determined under Article 4.1.5 or Article 7.3.
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Additional tier one capital (FF/M—HEAR) means an
instrument issued by a constituent entity pursuant to
prudential regulatory requirements applicable to the
banking sector that is convertible to equity or written
down if a pre-specified trigger event occurs and that
has other features which are designed to aid loss
absorbency in the event of a financial crisis.

Additions to covered taxes (WZEBiINGMNEH) is defined in
Article 4.1.2.

Adjusted asset gain (FEFIREEFEINEE) in respect of
aggregate asset gain that is subject to an election
under Article 3.2.6 means an amount equal to the
aggregate asset gain in the election year, reduced by
any amount of such gain that has been applied
against the net asset loss in a prior loss year under
Article 3.2.6(b) or (c).

Adjusted covered taxes (FEFH I ZFL) is defined in Article
4.1.1.

Aggregate asset gain (3 & I 45) in respect of an election
under Article 3.2.6, means the net gain in the election
year from the disposition of local tangible assets by
all constituent entities located in the jurisdiction
excluding the gain or loss on a transfer of assets
between group members.

Agreed administrative guidance ( {1 % 17 B 45 5|) ) means
guidance on the interpretation or administration of
the GloBE rules issued by the Inclusive Framework.

Allocable share of the top-up tax (i /2B H 1) Al 7 BL A %H)
is defined in Article 2.2.1.

Annual election (“F-J£3#4#) means an election made by a
filing constituent entity and that applies only for the
fiscal year for which the election is made.
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Allocated asset gain (¥E/7BCEEET) in respect of an
election under Article 3.2.6, means the adjusted asset

gain that is allocated to a fiscal year in the lookback
period under Article 3.2.6(d).

Arm’s length principle (%3725 % )7 fl]) means the principle
under which transactions between constituent entities
must be recorded by reference to the conditions that
would have been obtained between independent
enterprises in comparable transactions and under
comparable circumstances.

Asymmetric foreign currency gains or losses (IF 55 [ 5485
%) means foreign currency gains or losses of an
entity whose accounting and tax functional currencies
are different and that are:

(a)

(b)

©

(d)

included in the computation of a constituent
entity’s taxable income or loss and attributable
to fluctuations in the exchange rate between its
accounting functional currency and its tax
functional currency;

included in the computation of a constituent
entity’s financial accounting net income or loss
and attributable to fluctuations in the exchange
rate between its tax functional currency and its
accounting functional currency;

included in the computation of a constituent
entity’s financial accounting net income or loss
and attributable to fluctuations in the exchange
rate between a third foreign currency and its
accounting functional currency; and

attributable to fluctuations in the exchange rate
between a third foreign currency and its tax
functional currency, whether or not such foreign
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currency gain or loss is included in taxable
income.

The tax functional currency is the functional
currency used to determine the constituent entity’s
taxable income or loss for a covered tax in the
jurisdiction in which it is located. The accounting
functional currency is the functional currency used to
determine the constituent entity’s financial
accounting net income or loss. A third foreign
currency is a currency that is not the constituent
entity’s tax functional currency or accounting
functional currency.

Authorised accounting body (27 &5 H#E) is the body
with legal authority in a jurisdiction to prescribe,
establish, or accept accounting standards for financial
reporting purposes.

Authovised financial accounting standard (37T H5 € 5T
#EHI), in respect of any entity, means a set of
generally acceptable accounting principles permitted
by an authorised accounting body in the jurisdiction
where that entity is located.

Average GloBE income or loss (23R IR EBIEST- BN
ol f548) is defined in Article 5.5.2.

Average GloBE revenue (ZFRSUZEIBIIET-IIHILA) is
defined in Article 5.5.2.

Commentary ( (iF#£)) means the Commentary to the
GloBE rules as developed by the OECD/G20

Inclusive Framework on Base Erosion and Profit
Shifting.

Consolidated financial statements (%76 W H53) means:

(a) the financial statements prepared by an entity in
accordance with an acceptable financial
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(b)

(©)

(d)

accounting standard, in which the assets,
liabilities, income, expenses and cash flows of
that entity and the entities in which it has a
controlling interest are presented as those of a
single economic unit;

where an entity meets the definition of a group
under Article 1.2.3, the financial statements of
the entity that are prepared in accordance with
an acceptable financial accounting standard;

where the ultimate parent entity has financial
statements described in paragraph (a) or (b) that
are not prepared in accordance with an
acceptable financial accounting standard, the
financial statements are those that have been
prepared subject to adjustments to prevent any
material competitive distortions; and

where the ultimate parent entity does not
prepare financial statements described in the
paragraphs above, the consolidated financial
statements of the ultimate parent entity are
those that would have been prepared if such
entity were required to prepare such statements
in accordance with an authorised financial
accounting standard that is either an acceptable
financial accounting standard or another
financial accounting standard that is adjusted to
prevent any material competitive distortions.

Note—

In relation to Article 10.1.1 (definition of consolidated financial
statement), see the specified OECD GIoBE rules guidance in—

(a) paragraphs 8.1 to 8.4 of Chapter 10 of the 2023
Commentary; and
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(b) section 1.2 of the Feb-2023 Administrative
Guidance.

Constituent entity (CE) (BB E#) is defined in Article
1.3.1.

Constituent entity-owner (L E HHEBHA N) means a
constituent entity that directly or indirectly owns an
ownership interest in another constituent entity of
the same MNE group.

Controlled foreign company tax regime (315N /s 7 Hi i)
means a set of tax rules (other than an IIR) under
which a direct or indirect shareholder of a foreign
entity (the controlled foreign company or CFC) is
subject to current taxation on its share of part or all
of the income earned by the CFC, irrespective of
whether that income is distributed currently to the
shareholder.

Controlling interest (YEHI#EfG) means an ownership
interest in an entity such that the interest holder:

(a) is required to consolidate the assets, liabilities,
income, expenses and cash flows of the entity
on a line-by-line basis in accordance with an
acceptable financial accounting standard; or

(b) would have been required to consolidate the
assets, liabilities, income, expenses and cash
flows of the entity on a line-by-line basis if the
interest holder had prepared consolidated
financial statements.

A main entity is deemed to have the controlling
interests of its permanent establishments.
Note—

In relation to Article 10.1.1 (definition of controlling interest), see
the specified OECD GloBE rules guidance in—
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(a) paragraph 8.5 of Chapter 10 of the 2023
Commentary;

(b) Example 10.1-4 of the Apr-2024 Illustrative
Examples; and

(¢) section 1.2 of the Feb-2023 Administrative
Guidance.

Cooperative (t1Eft) means an entity that collectively

markets or acquires goods or services on behalf of
its members and that is subject to a tax regime in the
jurisdiction in which it is located that is designed to
ensure tax neutrality in respect of members’ property
or services sold through the cooperative and property
or services acquired by members through the
cooperative.

Covered taxes (125%i) is defined in Article 4.2.
Deductible dividend (F] #1153 % E.) means, with respect to a

constituent entity that is subject to a deductible
dividend regime,

(a) a distribution of profits to the holder of an
ownership interest that is deductible from
taxable income of the constituent entity under
the laws of the jurisdiction in which it is located;
or

(b) a patronage dividend to a member of a
cooperative.

Deductible dividend regime (P]1IFRBLE ) means a tax

regime designed to yield a single level of taxation on
the owners of an entity through a deduction from
the income of the entity for distributions of profits
to the owners. For this purpose, patronage dividends
of a cooperative are treated as distributions to
owners. A deductible dividend regime also includes a
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regime applicable to cooperatives that exempts the
cooperative from taxation.

Deemed distribution tax (7] 77 JkFi) is defined in Article
7.3.2.

Deemed distribution tax recapture account (7[7]73IRF
[ H ) means an account maintained in accordance
with Article 7.3.3.

Departing constituent entity (RN EEH) means a
constituent entity that is subject to an election under
Article 7.3.1 and that leaves the MNE group or
transfers substantially all of its assets to a person
that is not a constituent entity of the same MNE
group located in the same jurisdiction.

Designated filing entity (1§ECFKEM) means the
constituent entity, other the ultimate parent entity,
that has been appointed by the MNE Group to file
the GloBE information return on behalf of the MNE
Group.

Note—

As provided in Part 2 of this Schedule, the definition of
designated filing entity is to be read to the effect that the
expression has the meaning given by section 2 of Schedule 62.

Designated local entity (f8EARMER) means the
constituent entity of an MNE Group that is located
in Hong Kong and that has been appointed by the
other constituent entities located in Hong Kong of
the MNE Group to file the GloBE information
return, or to submit the notifications under Article
8.1.3.

Note—

As provided in Part 2 of this Schedule, the definition of
designated local entity is to be read to the effect that the
expression has the meaning given by section 2 of Schedule 62.
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Disallowed accrual (A75FFHIR %) is defined in Article
4.4.6.

Disposition recapture ratio (J& B[] 3) is defined in
Article 7.3.8.

Disqualified refundable imputation tax (/N5 &M AR 1R
£EF) means any amount of tax, other than a
qualified imputation tax, accrued or paid by a
constituent entity that is:

(a) refundable to the beneficial owner of a dividend
distributed by such constituent entity in respect
of that dividend or creditable by the beneficial
owner against a tax liability other than a tax
liability in respect of such dividend; or

(b) refundable to the distributing corporation upon
distribution of a dividend.

Note—

In relation to Article 10.1.1 (definition of disqualified refundable

imputation tax), see the specified OECD GIloBE rules guidance in

paragraph 11 of Chapter 10 of the 2023 Commentary.
Dual-listed  arrangement ("5 FTi%HE) means an

arrangement entered into by two or more ultimate

parent entities of separate groups, under which:

(a) the ultimate parent entities agree to combine
their business by contract alone;

(b) pursuant to contractual arrangements the
ultimate parent entities will make distributions
(with respect to dividends and in liquidation) to
their shareholders based on a fixed ratio;

(c) their activities are managed as a single economic
entity under contractual arrangements while
retaining their separate legal identities;
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(d)

(©)

the ownership interests in the ultimate parent
entities comprising the agreement are quoted,
traded or transferred independently in different
capital markets; and

the ultimate parent entities prepare consolidated
financial statements in which the assets,
liabilities, income, expenses and cash flows of
all the entities of the groups are presented
together as those of a single economic unit and
that are required by a regulatory regime to be
externally audited.

Effective tax rate (ETR) (A3(Fi*) is defined in Article
5.1.1.

Election year (E#4FFE) in respect of an annual election
means the year for which the election is made.

Eligible distribution tax system (2 &4% 73 URBL ) means
a corporate income tax system that:

(a)

(b)

©

imposes an income tax on the corporation with
the tax generally payable only when the
corporation distributes profits to shareholders,
is deemed to distribute profits to shareholders,
or incurs certain non-business expenses;

imposes tax at a rate equal to or in excess of the
minimum rate; and

was in force on or before 1 July 2021.

Note—

In relation to Article 10.1.1 (definition of eligible distribution tax
system), see—

(a) the specified OECD GIloBE rules guidance in
paragraph 14 of Chapter 10 of the 2023
Commentary; and
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(b)  the specified OECD GIoBE rules guidance in
paragraph 16 of Chapter 10 of the 2023
Commentary.

Eligible employees (H.&1/EH) means employees,
including part-time employees, of a constituent entity
that is a member of the MNE group and independent
contractors participating in the ordinary operating
activities of the MNE group under the direction and
control of the MNE group.

Eligible payroll costs (F-&E1&#H 4 4%) means employee
compensation expenditures (including salaries, wages,
and other expenditures that provide a direct and
separate personal benefit to the employee, such as
health insurance and pension contributions), payroll
and employment taxes, and employer social security
contributions.

Eligible tangible assets (R EWHGILERE) is defined in
Article 5.3.4.

Entity (H#%) means:

(a) any legal person (other than a natural person);
or

(b) an arrangement that prepares separate financial
accounts, such as a partnership or trust.
Note—

In relation to Article 10.1.1 (definition of entity), see the specified
OECD GloBE rules guidance in—

(a) paragraph 17.1 of Chapter 10 of the 2023
Commentary; and

(b) section 1.2 of the Feb-2023 Administrative
Guidance.
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ETR adjustment article (1 30B %7 B4 30) means Article
3.2.6, Article 4.4.4, Article 4.6.1, Article 4.6.4, and
Article 7.3.

Excess profit (% F|{H) is defined in Article 5.2.2.

Excluded dividends (%% 1% £.) means dividends or other
distributions received or accrued in respect of an
ownership interest, except for:

(a) a short-term portfolio shareholding, and

(b) an ownership interest in an investment-related
entity that is subject to an election under Article
7.6.

Excluded entity ($¢HBREHE) is defined in Article 1.5.1
and Article 1.5.2.

Excluded equity gain or loss ($iF3BRIEHEIR%3) means the
gain, profit or loss included in the financial
accounting net income or loss of the constituent
entity arising from:

(a) gains and losses from changes in fair value of
an ownership interest, except for a portfolio
shareholding;

(b) profit or loss in respect of an ownership interest
included wunder the equity method of
accounting; and

(c) gains and losses from disposition of an
ownership interest, except for a disposition of a
portfolio shareholding.

Filing constituent entity (3R A EH) is an entity filing
the GIloBE information return in accordance with

Article 8.1.



Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups)
Bill 2024

Clause 16 C4543

Note—

The reference in the definition of filing constituent entity to
“Article 8.1” is to be read as “Part 2 of Schedule 62”, because of
Part 2 of this Schedule.

Financial accounting net income or loss (7% & FHFULA 8L
JE518) is defined in Article 3.1.2.

Fiscal year (M BUFJ¥) means an accounting period with
respect to which the ultimate parent entity of the
MNE group prepares its consolidated financial
statements. In the case of consolidated financial
statements as defined in paragraph (d) of its
definition, fiscal year means the calendar year.

Five-year election (TLF-JE7%4¥) means an election made
by a filing constituent entity with respect to a fiscal
year (the election year) that cannot be revoked with
respect to the election year or the four succeeding
fiscal years. If a five-year election is revoked with
respect to a fiscal year (the revocation year), a new
election cannot be made with respect to the four
fiscal years succeeding the revocation year.

General government (—f%BUf) means the central
administration, agencies whose operations are under
its effective control, state and local governments and
their administrations.

GloBE implementation framework (23R {7 SB35 B it e
Z8) means the procedures to be developed by the
Inclusive Framework on BEPS in order to develop
administrative rules, guidance, and procedures that

will facilitate the co-ordinated implementation of the
GloBE rules.

GloBE income of all constituent entities (/775 i 2 &M
R AZ AL ) is defined in Article 5.1.2(a).
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GloBE income or loss of a constituent entity (F% 2 EH#T)
BERR B A A B R) is defined in Article
3.1.1.

GloBE information return (Z2IRIAZEELIEERIERR)
means that standardized return to be developed in
accordance with the GIloBE implementation
framework that contains the information described in
Article 8.1.4.

Note—

The reference in the definition of GloBE information return to
“Article 8.1.4” is to be read as “section 10 of Schedule 627,
because of Part 2 of this Schedule.

GloBE loss deferred tax asset (Z=ER AT il fi FE s 1E R AL B
JHE ) is defined in Article 4.5.

GloBE loss election (3K AZ B E 18 45%) is defined
in Article 4.5.1.

GloBE losses of all constituent entities (T N 2 B2
BRI AZ B L B8 is defined in Article 5.1.2(b).

GloBE reorganisation (Z¥KUZEMFIFEFEL) means a
transformation or transfer of assets and liabilities
such as in a merger, demerger, liquidation, or similar
transaction where:

(a) the consideration for the transfer is, in whole or
in significant part, equity interests issued by the
acquiring constituent entity or by a person
connected with the acquiring constituent entity,
or, in the case of a liquidation, equity interests
of the target (or, when no consideration is
provided, where the issuance of an equity
interest would have no economic significance);
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(b) the disposing constituent entity’s gain or loss on
those assets is not subject to tax, in whole or in
part; and

(c) the tax laws of the jurisdiction in which the
acquiring constituent entity is located require
the acquiring constituent entity to compute
taxable income after the disposition or
acquisition using the disposing constituent
entity’s tax basis in the assets, adjusted for any
non-qualifying gain or loss on the disposition or
acquisition.

Note—

In relation to Article 10.1.1 (definition of GloBE reorganisation),

see the specified OECD GIoBE rules guidance in paragraph 22
of Chapter 10 of the 2023 Commentary.

GloBE revenue (ZIRIAZENBIIEAULA) is defined in

Article 5.5.3(a) for the purposes of Article 5.5.2.

GloBE rules ({2 ¥k % fill B %5 1 HIl) ) means this set of

rules as developed by the OECD/G20 Inclusive
Framework on Base Erosion and Profit Shifting.

GloBE safe harbour (ZFRIAZHNFIEEL 2H5) means the

exception provided in Article 8.2.1 to facilitate
compliance by MNEs and administration by tax
authorities. The conditions wunder which the
constituent entities of an MNE group located in a
jurisdiction are eligible to the GloBE safe harbour
will be established in accordance with a common and
agreed process to be defined as part of the work
undertaken by the Inclusive Framework on BEPS to
develop the GloBE implementation framework.

Governmental entity (B B #) means an entity that meets

all of the following criteria set out in paragraphs (a)
to (d) below:
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(a) it is part of or wholly-owned by a government
(including any political subdivision or local
authority thereof);

(b) it has the principal purpose of:
(i) fulfilling a government function; or

(i) managing or investing that government’s or
jurisdiction’s assets through the making
and holding of investments, asset
management, and related investment
activities for the government’s or
jurisdiction’s assets;

and does not carry on a trade or business;

(c) it is accountable to the government on its
overall performance, and provides annual
information reporting to the government; and

(d) its assets vest in such government upon
dissolution and to the extent it distributes net
earnings, such net earnings are distributed solely
to such government with no portion of its net
earnings inuring to the benefit of any private
person.

Group (4£[#)) is defined in Article 1.2.2 and 1.2.3.

Group entity ((£[HHHE), in respect of any entity or group,
means an entity that is a member of the same group.

High-tax counterparty (=8i¥fFJ7) means a constituent
entity that is located in a jurisdiction that is not a
low-tax jurisdiction or that is located in a jurisdiction
that would not be a low-tax jurisdiction if its ETR
were determined without regard to any income or
expense accrued by that entity in respect of an
intragroup financing arrangement.
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IFRS means the International Financial Reporting
Standards.

IR (LA AFLHI) means the rules set out in Article 2.1
to Article 2.3.

Included revaluation method gain or loss (9 A\ E A J7ER)
fH4i) means the net gain or loss, increased or
decreased by any associated covered taxes, for the
fiscal year in respect of all property, plant and
equipment that arises under an accounting method
or practice that:

(a) periodically adjusts the carrying value of such
property to its fair value;

(b) records the changes in value in other
comprehensive income; and

(c) does not subsequently report the gains or losses
recorded in other comprehensive income
through profit and loss.

Insurance investment entity (fRFGFXEER) means an
entity that would meet the definition of an
investment fund or a real estate investment vehicle
except that it is established in relation to liabilities
under an insurance or annuity contract and is
wholly-owned by an entity that is subject to
regulation in its location as an insurance company.

Note—

In relation to Article 10.1.1 (definition of insurance investment
entity), see the specified OECD GIloBE rules guidance in
paragraph 90 of Chapter 7 of the 2023 Commentary.

Intermediate  parent entity (PHTFER) means a
constituent entity (other than a ultimate parent
entity, partially-owned parent entity, permanent
establishment or investment-related entity) that owns
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(directly or indirectly) an ownership interest in
another constituent entity in the same MNE group.

International  organisation (BIFF#%%) means any
intergovernmental  organisation (including a
supranational organisation) or wholly-owned agency
or instrumentality thercof that meets all of the
criteria set out in paragraphs (a) to (c) below:

(a) 1t is comprised primarily of governments;

(b) it has in effect a headquarters or substantially
similar agreement (for example, arrangements
that entitle the organisation’s offices or
establishments in the jurisdiction (e.g. a
subdivision, or a local, or regional office) to
privileges and immunities) with the jurisdiction
in which it is established; and

(¢) law or its governing documents prevent its
income inuring to the benefit of private persons.

International shipping income (BE[F51EELA) is defined in
Article 3.3.2.

Intragroup financing arrangement (55 NFREVE ZHE)
means any arrangement entered into between two or
more members of the MNE group whereby a high
tax counterparty directly or indirectly provides credit
or otherwise makes an investment in a Low tax
entity.

Investment entity (1% & H##) means:

(a) an investment fund or a real estate investment
vehicle;

(b) an entity that is at least 95% owned directly by
an entity described in paragraph (a) or through
a chain of such entities and that operates
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(©

exclusively or almost exclusively to hold assets
or invest funds for the benefit of such
investment entities; and

an entity where at least 85% of the value of the
entity is owned by an entity referred to in
paragraph (a) provided that substantially all of
the entity’s income is excluded dividends or
excluded equity gain or loss that is excluded
from the computation of GloBE income or loss
in accordance with Articles 3.2.1 (b) or (c).

Investment fund ($%'&%:4) means an entity that meets all
of the criteria set out in paragraphs (a) to (g) below:

(a)

(b)

(©

(d)

(©

0]

it is designed to pool assets (which may be
financial and non-financial) from a number of
investors (some of which are not connected);

it invests in accordance with a defined
investment policy;

it allows investors to reduce transaction,
research, and analytical costs, or to spread risk
collectively;

it is primarily designed to generate investment
income or gains, oOr protection against a
particular or general event or outcome;

investors have a right to return from the assets
of the fund or income earned on those assets,
based on the contributions made by those
investors;

the entity or its management is subject to a
regulatory regime in the jurisdiction in which it
is established or managed (including appropriate
anti-money laundering and investor protection
regulation); and
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(g) it is managed by investment fund management
professionals on behalf of the investors.

Investment-related  entity (EMBEE) means an
investment entity or an insurance investment entity.

Joint venture (JV) (A5 '&{3£) means an entity whose
financial results are reported under the equity
method in the consolidated financial statements of
the ultimate parent entity provided that the ultimate
parent entity holds directly or indirectly at least 50%
of its ownership interests. A joint venture does not
include:

(a) an ultimate parent entity of an MNE group
that is subject to the GloBE rules;

(b) an excluded entity as defined by Article 1.5.1;

(c) an entity whose ownership interest held by the
MNE group are held directly through an
excluded entity referred in Article 1.5.1 and the
entity:

(1) operates exclusively or almost exclusively
to hold assets or invest funds for the
benefit of its investors;

(i) carries out activities that are ancillary to
those carried out by the excluded entity; or

(iii) substantially all of its income is excluded
from the computation of GloBE income or
loss in accordance with Articles 3.2.1(b)
and (¢).

(d) an entity that is held by an MNE group
composed exclusively of excluded entities; or

(e) a JV subsidiary.
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JV group (5-E A4 H) means a joint venture and its JV
subsidiaries.

JV group top-up tax (&EAZELMMNEB) means the
ultimate parent entity’s allocable share of the top-up
tax of all members of the JV group.

JV subsidiary (5 &M E A 7)) means an entity whose
assets, liabilities, income, expenses and cash flows are
consolidated by a joint venture under an acceptable
financial accounting standard (or would have been
consolidated had it been required to consolidate such
items in accordance with an acceptable financial
accounting standard). A permanent establishment
whose main entity is the joint venture or a JV
subsidiary shall be treated as a separate JV
subsidiary.

Liable constituent entity (or entities) (ﬁ%%%ﬁiﬁiﬁfg%)
means one or several constituent entities located in
Hong Kong that could be liable for top-up tax or
subject to an adjustment under Chapter 2 if the
GloBE safe harbour in Article 8.2.1 did not apply.

Local tangible asset (A JZEE) means immovable
property located in the same jurisdiction as the
constituent entity.

Look-back period ([?1#1}) in respect of an election under
Article 3.2.6, means the election year and the four
prior fiscal years.

Loss year (J51H4FJ¥) in respect of jurisdiction for which
the filing constituent entity has made an election
under Article 3.2.6, means a fiscal year in the
Lookback Period for which there is a net asset loss
for a constituent entity located in that jurisdiction
and the total amount of net asset loss of all such
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constituent entities exceeds the total amount of their
net asset gain.

Low-taxed constituent entity ([KFiH 2 E#) means a
constituent entity of the MNE group that is located
in a low-tax jurisdiction or a stateless constituent
entity that, in respect of a fiscal year, has GloBE
income and is subject to an effective tax rate (as
determined under Chapter 5) in that fiscal year is
lower than the minimum rate.

Low-tax entity ({XBLIEHE) means a constituent entity
located in a Low tax jurisdiction or a jurisdiction
that would be a low-tax jurisdiction if the effective
tax rate for the jurisdiction were determined without
regard to any income or expense accrued by that
entity in respect of an intragroup financing
arrangement.

Low-tax jurisdiction ({XF{#E[%), in respect of an MNE
group in any fiscal year, means a jurisdiction where
the MNE group has net GloBE income and is subject
to an effective tax rate (as determined under Chapter
5) in that period that is lower than the minimum rate.

Main entity (FEM), in respect of a permanent
establishment, is the entity that includes the financial
accounting net income or loss of the permanent
establishment in its financial statements.

Marketable transferable tax credit (7] H 5 FHEEE 14 FHE
%) means a tax credit that can be used by the holder
of the credit to reduce its liability for a covered tax
in the jurisdiction that issued the tax credit and that
meets (a) the legal transferability standard and (b)
the marketability standard in the hands of the holder.
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(a)

(b)

The legal transferability standard is met for the
originator of a tax credit if the tax credit regime
is designed in a way that the originator can
transfer the credit to an unrelated party in the
fiscal year in which it satisfies the eligibility
criteria for the credit (origination year) or
within 15 months of the end of the origination
year. The legal transferability standard is met
for a purchaser of a tax credit if the tax credit
regime is designed in a way that the purchaser
can transfer the credit to an unrelated party in
the fiscal year in which it purchased the tax
credit. If under the legal framework that applies
to the credit, a purchaser of the tax credit
cannot legally transfer the tax credit to an
unrelated party or is subject to more stringent
legal restrictions on transfer of the credit than
the originator, the tax credit does not meet the
legal transferability standard in the hands of the
purchaser.

The marketability standard is met for the
originator of a tax credit if it is transferred to
an unrelated party within 15 months of the end
of the origination year (or, if not transferred or
transferred between related parties, similar tax
credits trade between unrelated parties within 15
months of the end of the origination year) at a
price that equals or exceeds the marketable price
floor. The marketability standard is met for a
purchaser if that purchaser acquired the credit
from an unrelated party at a price that equals or
exceeds the marketable price floor. Marketable
price floor means 80% of the net present value
(NPV) of the tax credit, where the NPV is
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determined based on the yield to maturity on a
debt instrument issued by the government that
issued the tax credit with equal or similar
maturity (and up to 5-year maturity) issued in
the same fiscal year as the tax credit is
transferred (or if not transferred, the origination
year). For this purpose, the tax credit is the face
value of the credit or the remaining creditable
amount in relation to the tax credit. For this
purpose, the cash flow projection to be factored
in the NPV calculation shall be based on the
maximum amount that can be used each year
under the legal design of the credit. An
originator and purchaser are considered related
parties if one owns, directly or indirectly, at
least 50% of the beneficial interest in the other
(or, in the case of a company, at least 50% of
the aggregate vote and value of the company’s
shares) or another person owns, directly or
indirectly, at least 50% of the beneficial interest
(or, in the case of a company, at least 50% of
the aggregate vote and value of the company’s
shares) in each of the originator and purchaser.
In any case, an originator and purchaser are
considered related parties if, based on all the
relevant facts and circumstances, one has
control of the other or both are under the
control of the same person or persons.

Material competitive distortion (R FHLM) in respect
of the application of a specific principle or procedure
under a set of generally accepted accounting
principles means an application that results in an
aggregate variation greater than EUR 75 million in a
fiscal year as compared to the amount that would
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have been determined by applying the corresponding
IFRS principle or procedure. Where the application
of a specific principle or procedure results in a
material competitive distortion, the accounting
treatment of any item or transaction subject to that
principle or procedure must be adjusted to conform
to the treatment required for the item or transaction
under IFRS in accordance with any agreed
administrative guidance.

Minimum rate (F/XF{*) means fifteen percent (15%).

Minovity-owned constituent entity (90 #EFIN B EH#)
means a constituent entity where the ultimate parent
entity has a direct or indirect ownership interest in
that entity of 30% or less.

Minority-owned parent entity (#%/> BH 5 HE #2) means a
minority-owned constituent entity that holds, directly
or indirectly, the controlling interests of another
minority-owned constituent entity, except where the
controlling interests of the first-mentioned entity are
held, directly or indirectly, by another minority-
owned constituent entity.

Minority-owned subgroup (W'VBFF/KF 4 H) means a
minority-owned parent entity and its minority-owned
subsidiaries.

Minority-owned subsidiary (%%’ 855 & 2> 7)) means a
minority-owned constituent entity whose controlling
interests are held, directly or indirectly, by a minority-
owned parent entity.

MNE group (#5185 >34 8) is defined in Articles 1.2.1.

MNE group’s allocable share of the investment-related
entity’s GloBE income (152 1> 2E 42 [ £ 50 & MH B B 1
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1) 22 BR S A il B BRI A Y o] 23 B A5 35) is defined in
Article 7.4.4.

Multi-parented MNE group (£ EFE RS H 4354 H)

Net

Net

Net

means two or more groups where:

(a) the ultimate parent entities of those groups
enter into an arrangement that is a stapled
structure or a dual-listed arrangement; and

(b) at least one entity or permanent establishment
of the combined group is located in a different
jurisdiction with respect to the location of the
other entities of the combined group.

asset gain (VFEFEILH) in respect of an election
under Article 3.2.6, means the net gain from the
disposition of local tangible assets by a constituent
entity located in the jurisdiction for which the
election was made excluding the gain or loss on a
transfer of assets to another group member.

asset loss ((FEEKTH) in respect of a constituent
entity and a fiscal year, means the net loss from the
disposition of local tangible assets by that constituent
entity in that year excluding the gain or loss on a
transfer of assets to another group member. The
amount of net asset loss shall be reduced by the
amount of net asset gain or adjusted asset gain
which is set-off against such loss pursuant to the
application of Article 3.2.6(b) or (c) as a result of a
previous election made under Article 3.2.6.

book value of tangible assets (5T & MR IF(EH)
means the average of the beginning and end values
of tangible assets after taking into account
accumulated depreciation, depletion, and impairment,
as recorded in the financial statements.
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Net GloBE income of a jurisdiction (F)15EHE R 2 BRI
R AL TFUA) is defined in Article 5.1.2.

Net GloBE loss of a jurisdiction (715 E R 1) 2 BRI A% fil
BiFFE18) is the nil or negative amount, if any,
computed in accordance with the following formula:

_ GloBE Income of all GloBE Losses of all

Net GloBE Loss = -

Constituent Entities Constituent Entities

where:

(a)

(b)

the GloBE income of all constituent entities is
the sum of the GloBE income of all constituent
entities located in the jurisdiction determined in
accordance with Chapter 3 for the fiscal year;
and

the GloBE losses of all constituent entities is
the sum of the GloBE losses of all constituent
entities located in the jurisdiction determined in
accordance with Chapter 3 for the fiscal year.

Net taxes expense ({FHiIH ) means the net amount of’

(a)

(b)
(©
(d)

©)

any covered taxes accrued as an expense and
any current and deferred covered taxes included
in the income tax expense, including covered
taxes on income that is excluded from the
GloBE income or loss computation;

any deferred tax asset attributable to a loss for
the fiscal year;

any qualified domestic minimum top-up tax
accrued as an expense;

any taxes arising pursuant to the GloBE rules
accrued as an expense;

any disqualified refundable imputation tax
accrued as an expense; and
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0]

taxes accrued by an insurance company in
respect of returns to policyholders to the extent
that Article 3.2.9 applies in relation to those
taxes.

Non-profit organisation (JF £ F|Z14%) means an entity that
meets all of the following criteria:

(a)

(b)

©

(d)

it is established and operated in its jurisdiction
of residence:

(i) exclusively for religious, charitable,
scientific, artistic, cultural, athletic,
educational, or other similar purposes; or

(1) as a professional organisation, business
league, chamber of commerce, labour
organisation, agricultural or horticultural
organisation, civic league or an
organisation operated exclusively for the
promotion of social welfare;

substantially all of the income from the
activities mentioned in paragraph (a) is exempt
from income tax in its jurisdiction of residence;
it has no shareholders or members who have a

proprietary or beneficial interest in its income
or assets;

the income or assets of the entity may not be
distributed to, or applied for the benefit of, a
private person or non-charitable entity other
than:

(1) pursuant to the conduct of the entity’s
charitable activities;
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(i) as payment of reasonable compensation
for services rendered or for the use of
property or capital; or

(iii) as payment representing the fair market
value of property which the entity has
purchased, and

() upon termination, liquidation or dissolution of
the entity, all of its assets must be distributed or
revert to a non-profit organisation or to the
government (including any governmental entity)
of the entity’s jurisdiction of residence or any
political subdivision thereof;

but does not include any entity carrying on a trade
or business that is not directly related to the purposes
for which it was established.

Non-qualified refundable tax credit (/55 &G A HRIEBLIL
f£#) means a tax credit that is not a qualified
refundable tax credit but that is refundable in whole
or in part.

Non-qualifying gain or loss (/N5 &M IHLT) means the
lesser of the gain or loss of the disposing constituent
entity arising in connection with a GIloBE
reorganisation that is subject to tax in the disposing
constituent entity’s location and the financial
accounting gain or loss arising in connection with
the GloBE reorganisation.

Number of employees (1 B N%Y), for the purposes of the
UTPR percentage, means the total number of
employees on a full-time equivalent (FTE) basis of
all the constituent entities resident for tax purposes
in the relevant tax jurisdiction. For this purpose,
independent contractors participating in the ordinary



Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups)

Clause 16

Bill 2024

C4577

operating activities of the constituent entity are
reported as employees. With regard to permanent
establishments, employees should be allocated to the
tax jurisdiction in which the permanent establishment
is located when the payroll costs of such employees
are included in the separate financial accounts of
that permanent establishment as determined by
Article 3.4.1 and adjusted in accordance with 3.4.2.
The number of employees attributed to the tax
jurisdiction of a permanent establishment shall not
be taken into account for the number of employees
of the tax jurisdiction of the main entity.

OECD Model Tax Convention ({£8-5 AL ARSI EHIA) )

means the OECD (2017), Model Tax Convention on
Income and on Capital: Condensed Version 2017,
OECD Publishing, Paris, https://doi.org/10.1787/mtc_
cond-2017-en.

AN

Other comprehensive income (FAZEEWA) means items

of income and expense that are not recognised in
profit or loss as required or permitted by the
authorised financial accounting standard used in the
consolidated financial statements. other
comprehensive income is usually reported as an
adjustment to equity in the statement of financial
position (balance sheet).

Ownership interest (YA HEREST) means any equity interest

that carries rights to the profits, capital or reserves of
an entity, including the profits, capital or reserves of
a main entity’s permanent establishment(s).

Note—

In relation to Article 10.1.1 (definition of ownership interest),
see—
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(a) the specified OECD GIoBE rules guidance in
paragraph 85 of Chapter 10 of the 2023
Commentary;

(b) the specified OECD GIoBE rules guidance in
paragraph 81 of Chapter 10 of the 2023
Commentary; and

(c) the specified OECD GIloBE rules guidance in
paragraph 83 of Chapter 10 of the 2023
Commentary.
Parent entity (FFEH) means an ultimate parent entity
that is not an excluded entity, an intermediate parent
entity, or a partially-owned parent entity.

Parent entity’s inclusion ratio (FFEREMMALLE) is
defined in Article 2.2.2.

Partially-owned parent entity (W R EBFEEEE #2) means a
constituent entity (other than a ultimate parent
entity, permanent establishment or investment-related
entity) that:

(a) owns (directly or indirectly) an ownership
interest in another constituent entity of the
same MNE group; and

(b) has more than 20% of the ownership interests
in its profits held directly or indirectly by
persons that are not constituent entities of the
MNE group.

Passive income (F{EJULA) means income included in
GloBE income that is:

(a) a dividend or dividend equivalents;
(b) interest or interest equivalent;
(c) rent;

(d) royalty;
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(e) annuity; or

(f) net gains from property of a type that produces
income described in paragraphs (a) to (e),

but only to the extent a constituent entity-owner is
subject to tax on such income under a controlled
foreign company tax regime or as a result of an
ownership interest in a hybrid entity.

Pension fund (‘R KF4:) means:

(a) an entity that is established and operated in a
jurisdiction exclusively or almost exclusively to
administer or provide retirement benefits and
ancillary or incidental benefits to individuals:

1. regulated as such by that jurisdiction or
one of its political subdivisions or local
authorities; or

ii. those benefits are secured or otherwise
protected by national regulations and
funded by a pool of assets held through a
fiduciary arrangement or trustor to secure
the fulfilment of the corresponding pension
obligations against a case of insolvency of
the MNE group; and

(b) a pension services entity.

Pension services entity (BIREIRFSE ) means an entity

that is established and operated exclusively or almost
exclusively:

(a) to invest funds for the benefit of entities referred
to in paragraph (a) of the definition of pension
fund; or

(b) to carry out activities that are ancillary to those
regulated activities carried out by the entities
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referred to in paragraph (a) of the definition of
pension fund provided that they are members of
the same group.

Permanent establishment (5 3% #1#) means:

(a)

(b)

(©)

(d)

a place of business (including a deemed place of
business) situated in a jurisdiction and treated
as a permanent establishment in accordance
with an applicable tax treaty in force provided
that such jurisdiction taxes the income
attributable to it in accordance with a provision
similar to Article 7 of the OECD Model Tax
Convention on Income and on Capital;

if there is no applicable tax treaty in force, a
place of business (including a deemed place of
business) in respect of which a jurisdiction taxes
under its domestic law the income attributable
to such place of business on a net basis similar
to the manner in which it taxes its own tax
residents;

if a jurisdiction has no corporate income tax
system, a place of business (including a deemed
place of business) situated in that jurisdiction
that would be treated as a permanent
establishment in accordance with the OECD
Model Tax Convention on Income and on
Capital provided that such jurisdiction would
have had the right to tax the income attributable
to it in accordance with Article 7 of that model;
or

a place of business (or a deemed place of
business) that is not already described in
paragraphs (a) to (¢) through which operations
are conducted outside the jurisdiction where the
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entity is located provided that such jurisdiction
exempts the income attributable to such
operations.

Policy disallowed expenses (BUR AN FF B 52) means:

(a) expenses accrued by the constituent entity for
illegal payments, including bribes and kickbacks;
and

(b) expenses accrued by the constituent entity for
fines and penalties that equal or exceed EUR
50000 (or an equivalent in the functional
currency in which the constituent entity’s
financial accounting net income or loss was
calculated).

Portfolio shareholding (FT&EH A HE) means ownership
interests in an entity that are held by the MNE group
and that carry rights to less than 10% of the profits,
capital, reserves, or voting rights of that entity at the
vesting date of the distribution or the date of
disposition. In the case of an excluded equity gain or
loss as defined by paragraph (a) of the definition in
Article 10.1.1, the 10% threshold is tested at the end
of the fiscal year. The vesting date of a distribution
is the earlier of—

(a) the date of distribution; and

(b) the date on which the constituent entity
becomes entitled to the distribution.

Prior period errors and changes in accounting principles (Tl
W R Kogr s R A 2 8)) means all changes in the
opening equity at the beginning of the fiscal year of
a constituent entity attributable to:

(a) a correction of an error in the determination of
financial accounting net income in a previous
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(b)

fiscal year that affected the income or expenses
includible in the computation of GloBE income
or loss for such fiscal year, except to the extent
such error correction resulted in a material
decrease to a liability for covered taxes subject
to Article 4.6; or

a change in accounting principle or policy that
affects income or expenses includible in the
computation of GloBE income or loss.

Qualified ancillary international shipping income (5 &A%t
I VAL ) is defined in Article 3.3.3.

Qualified domestic minimum top-up tax (& & HEAK
i /£ Bi) means a minimum tax that is included in the
domestic law of a jurisdiction and that:

(a)

(b)

©

(d)

determines the excess profits of the constituent
entities located in the jurisdiction (domestic
excess profits) in a manner that is equivalent to
the GloBE rules;

operates to increase domestic tax liability with
respect to domestic excess profits to the
minimum rate for the jurisdiction and
constituent entities for a fiscal year;

is implemented and administered in a way that
is consistent with the outcomes provided for
under the GloBE rules and the Commentary,
provided that such jurisdiction does not provide
any benefits that are related to such rules; and

has the status of a qualified domestic minimum
top-up tax (including transitional qualified
status) for the fiscal year as determined by the
Inclusive framework.
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A qualified domestic minimum top-up tax may
compute domestic excess profits based on an
acceptable financial accounting standard permitted
by the authorised accounting body or an authorised
financial accounting standard adjusted to prevent
any material competitive distortions, rather than the
financial accounting standard used in the
consolidated financial statements.

Qualified TIR (5 EMUIAMAFIHI) means a set of rules

equivalent to Article 2.1 to Article 2.3 of the GloBE
rules (including any provisions of the GloBE rules
associated with those articles) that are included in
the domestic law of a jurisdiction and that are
implemented and administered in a way that is
consistent with the outcomes provided for under the
GloBE rules and the Commentary provided that
such jurisdiction does not provide any benefits that
are related to such rules, and the rules have qualified
status (including transitional qualified status) for the
fiscal year as determined by the Inclusive
Framework.

Qualified imputation tax (& EH&EFEERL) means a covered

tax accrued or paid by a constituent entity that is
refundable or creditable to the beneficial owner of a
dividend distributed by such constituent entity (or, in
the case of a covered tax accrued or paid by a
permanent establishment, a dividend distributed by
the main entity) to the extent that the refund is
payable, or the credit is provided:

(a) by a jurisdiction other than the jurisdiction
which imposed the covered taxes under a foreign
tax credit regime;
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(b) to a beneficial owner of the dividend that is
subject to tax at a nominal rate that equals or
exceeds the minimum rate on the dividend on a
current basis under the domestic law of the
jurisdiction which imposed the covered taxes on
the constituent entity;

(c) to an individual beneficial owner of the
dividend who is tax resident in the jurisdiction
which imposed the covered taxes on the
constituent entity and who is subject to tax on
the dividends as ordinary income; or

(d) to a governmental entity, an international
organisation, a resident non-profit organisation,
a resident pension fund, a resident investment
entity that is not a group entity, or a resident
life insurance company to the extent that the
dividends are received in connection with a
pension fund business and subject to tax in a
similar manner as a dividend received by
pension fund.

For purposes of paragraph (d), a non-profit
organisation or pension fund is resident in a
jurisdiction if it is created and managed in that
jurisdiction, and an investment entity is resident in a
jurisdiction if it is created and regulated in the
jurisdiction. A life insurance company is resident in
the jurisdiction in which it is located.

Qualified refundable tax credit (& ERIRERIIKAR)

means a refundable tax credit designed in a way such
that it must be paid as cash or available as cash
equivalents within four years from when a constituent
entity satisfies the conditions for receiving the credit
under the laws of the jurisdiction granting the credit.
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A tax credit that is refundable in part is a qualified
refundable tax credit to the extent it must be paid as
cash or available as cash equivalents within four
years from when a constituent entity satisfies the
conditions for receiving the credit under the laws of
the jurisdiction granting the credit. A qualified
refundable tax credit does not include any amount of
tax creditable or refundable pursuant to a qualified
imputation tax or a disqualified refundable
imputation tax.

Qualified UTPR (& ERAKFLFEALA]) means a set of

rules equivalent to Article 2.4 to Article 2.6 of the
GloBE rules (including any provisions of the GloBE
rules associated with those articles) that are included
in the domestic law of a jurisdiction and that are
implemented and administered in a way that is
consistent with the outcomes provided for under the
GloBE rules and the Commentary provided that
such jurisdiction does not provide any benefits that
are related to such rules, and the rules have qualified
status (including transitional qualified status) for the
fiscal year as determined by the Inclusive
Framework.

Qualifying competent authority agreement (5 &M L& H

JAh %) means a bilateral or multilateral agreement
or arrangement between competent authorities that
provides for the automatic exchange of annual
GloBE information returns.

Real estate investment vehicle (5 E £ & T.H) means an

entity the taxation of which achieves a single level of
taxation either in its hands or the hands of its
interest holders (with at most one year of deferral),
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provided that that person holds predominantly
immovable property and is itself widely held.

Note—

In relation to Article 10.1.1 (definition of real estate investment

vehicle), see the specified OECD GloBE rules guidance in
paragraph 147 of Chapter 10 of the 2023 Commentary.

Recaptured deferred tax liability (¥ [FIIEAERIIAARE) is
defined in Article 4.4.4.

Recapture exception accrual (752 %) is defined in
Article 4.4.5.

Reductions to covered taxes (HZFLHIIKER) is defined in
Article 4.1.3.

Reference jurisdiction (2 JHE[R) is defined in Article 9.3.3.

Reporting fiscal year (W B ) means the fiscal year
that is the subject of the GloBE information return.

Restricted Tier One Capital (ZBRH—5&EZ) means an
instrument issued by a constituent entity pursuant to
prudential regulatory requirements applicable to the
insurance sector that is convertible to equity or
written down if a pre-specified trigger event occurs
and that has other features which are designed to aid
loss absorbency in the event of a financial crisis.

Short-term  portfolio shareholding (FEIAT &M G EHE)
means a portfolio shareholding that has been
economically held by the constituent entity that
receives or accrues the dividends or other
distributions for less than one year at the vesting date
of the distribution.

Stapled structure (5 7]%45HE) means an arrangement
entered into by two or more ultimate parent entities
of separate groups, under which:
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(a) 50% or more of the ownership interests in the
ultimate parent entities of the separate groups
are by reason of form of ownership, restrictions
on transfer, or other terms or conditions
combined with each other, and cannot be
transferred or traded independently. If the
combined ownership interests are listed, they
are quoted at a single price; and

(b) one of those ultimate parent entities prepares
consolidated financial statements in which the
assets, liabilities, income, expenses and cash
flows of all the entities of the groups are
presented together as those of a single economic
unit and that are required by a regulatory
regime to be externally audited.

Stateless constituent entity (FEEIFEN B EH) means a

constituent entity described in Article 10.3.2(b) and
Article 10.3.3(d).

Substance-based income exclusion (EEIXAFIREH) is

defined in Article 5.3.

Tangible assets (£JV &%), for the purposes of the UTPR

percentage and for Article 9.3, means the tangible
assets of all the constituent entities resident for tax
purposes in the relevant tax jurisdiction. Tangible
assets do not include cash or cash equivalents,
intangibles, or financial assets. With regard to
permanent establishments, tangible assets should be
allocated to the tax jurisdiction in which the
permanent establishment is located provided those
tangible assets are included in the separate financial
accounts of that permanent establishment as
determined by Article 3.4.1 and adjusted in
accordance with Article 3.4.2. The tangible assets
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allocated to the tax jurisdiction of a permanent
establishment shall not be taken into account for the
tangible assets of the tax jurisdiction of the main
entity.

Tax (BiU%) means a compulsory unrequited payment to
general government.

Taxable distribution method (FEFRBL/IRTTE) is defined
in Article 7.6.2.

Tax treaty (FiUHE) means an agreement for the
avoidance of double taxation with respect to taxes on
income and on capital.

Tested year (W5 %) is defined in Article 7.6.5.
Testing period (Hi{H) is defined in Article 7.6.5.

Top-up tax (f#i/£Fi) means the top-up tax computed for
the jurisdiction or constituent entity pursuant to
Article 5.2.

Top-up tax percentage (#li 2 i [1/7%) is defined in Article
5.2.1.

Total deferred tax adjustment amount (1% JEF JH i % HE %)
1s defined in Article 4.4.1.

Total UTPR top-up tax amount ({IF{F|EKEHIHH 2B 42
#1) means the total amount of top-up tax that is
allocable under the UTPR as defined in Article 2.4.1.

Transition year (#JE4FJE), for a jurisdiction, means the
first fiscal year that the MNE group comes within
the scope of the GIoBE rules in respect of that
jurisdiction.

Ultimate parent entity (UPE) (l#&THE ) is defined in
Article 1.4.
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Undistributed net GloBE income (R473IR2ERIIZ AR
FULA) is defined in Article 7.6.3.

UPE jurisdiction (5 #THERE#ET) means the jurisdiction
where the ultimate parent entity is located.

UTPR ({EFiFEHHI) means the rules set out in Article
2.4 to Article 2.6.
Note—

The reference in the definition of UTPR to “Article 2.4 to Article
2.6” is to be read as “Article 2.4 to Article 2.6, read with Part 2
of this Schedule”, because of Part 2 of this Schedule.

UTPR jurisdiction ({XBiAEAAIEER) means a
jurisdiction that has a qualified UTPR in force.

UTPR percentage (IEBLAIEMIHIE /%) means the
percentage of total UTPR top-up tax amount that is
allocated to a UTPR jurisdiction in accordance with
the formula provided in 2.6.1.

UTPR top-up tax amount (KB FEEL I 2 Hi%H) means
the amount of top-up tax allocated to a UTPR
jurisdiction under the UTPR.

Article 10.2. Definitions of flow-through entity, tax transparent
entity, reverse hybrid entity, and hybrid entity

10.2.1.

An entity is a _flow-through entity to the extent it is fiscally
transparent with respect to its income, expenditure, profit
or loss in the jurisdiction where it was created unless it is
tax resident and subject to a covered tax on its income or
profit in another jurisdiction.

(a) A flow-through entity is a tax transparent entity with
respect to its income, expenditure, profit or loss to
the extent that it is fiscally transparent in the
jurisdiction in which its owner is located.
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10.2.2.

10.2.3.

10.2.4.

(b) A flow-through entity is a reverse hybrid entity with
respect to its income, expenditure, profit or loss to
the extent that it is not fiscally transparent in the
jurisdiction in which the owner is located.

An entity is treated as fiscally transparent under the laws
of a jurisdiction, if that jurisdiction treats the income,
expenditure, profit or loss of that entity as if it were
derived or incurred by the direct owner of that entity in
proportion to its interest in that entity.

An ownership interest in an entity or a permanent
establishment that is a constituent entity shall be treated
as held through a tax transparent structure if that
ownership interest is held indirectly through a chain of
tax transparent entities.

A constituent entity that is not a tax resident and not
subject to a covered tax or a qualified domestic minimum
top-up tax based on its place of management, place of
creation, or similar criteria shall be treated as a flow-
through entity and a tax transparent entity in respect of
its income, expenditure, profit or loss to the extent that:

(a) 1its owners are located in a jurisdiction that treats the
entity as fiscally transparent;

(b) it does not have a place of business in the jurisdiction
where it was created; and

(c) the income, expenditure, profit or loss is not
attributable to a permanent establishment.
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10.2.5.

An entity that is treated as a separate taxable person for
income tax purposes in the jurisdiction where it is located
is a hybrid entity with respect to its income, expenditure,
profit or loss to the extent that it is fiscally transparent in
the jurisdiction in which its owner is located.

Article 10.3. Location of an entity and a permanent
establishment

10.3.1.

10.3.2.

10.3.3.

The location of an entity that is not a flow-through entity
is determined as follows:

(a) 1if it is a tax resident in a jurisdiction based on its
place of management, place of creation or similar
criteria, it is located in that jurisdiction; and

(b) in other cases, it is located in the jurisdiction in
which it was created.
Note—

Section 2(9) is relevant in determining whether an entity is a tax
resident in Hong Kong.

The location of an entity that is a flow-through entity is
determined as follows:

(a) if it is the ultimate parent entity of the MNE group
or it is required to apply an IIR in accordance with
Article 2.1, it is located in the jurisdiction where it
was created; and

(b) in other cases, it shall be treated as a stateless entity.

The location of a permanent establishment is determined
as follows:
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10.3.4.

(a)

(b)

©

(d)

if it is described in paragraph (a) of the definition in
Article 10.1, is located in the jurisdiction where it is
treated as a permanent establishment and is taxed
under the applicable tax treaty in force;

if it is described in paragraph (b) of the definition in
Article 10.1, is located in the jurisdiction where it is
subject to net basis taxation based on its business
presence;

if it is described in paragraph (c) of the definition in
Article 10.1, is located in the jurisdiction where it is
situated; and

if it is described in paragraph (d) of the definition in
Article 10.1, is considered as a stateless permanent
establishment.

Where by reason of Article 10.3.1, a constituent entity is
located in more than one jurisdiction (a dual-located
entity), then its status for purposes of the GloBE rules
shall be determined as follows:

(a)

if it is located in two jurisdictions that have an
applicable tax treaty in force:

(1) it shall be located in the jurisdiction where it is
considered as a deemed resident for purposes of
the tax treaty;

(i) if the tax treaty requires the competent
authorities to reach a mutual agreement on the
deemed residence of the constituent entity for
purposes of the tax treaty and no agreement
exists, then paragraph (b) shall apply;
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10.3.5.

(iif)

if the tax treaty does not provide relief or
exemption from tax because the constituent
entity is a tax resident of both contracting
parties, then paragraph (b) shall apply;

(b) if no tax treaty applies, then its location shall be
determined as follows:

()

(ii)

(iif)

Note—

it shall be located in the jurisdiction where it
paid the greater amount of covered taxes for the
fiscal year, without considering the ones paid in
accordance with a controlled foreign company
tax regime;

if the amount of covered taxes paid in both
jurisdiction is the same or zero, it shall be
located in the jurisdiction where it has the
greater amount of substance-based income
exclusion computed on an entity basis in
accordance with Article 5.3;

if the amount of the substance-based income
exclusion in both jurisdictions is the same or
zero, then it is considered a stateless constituent
entity unless it is the ultimate parent entity of
the MNE group in which case it shall be located
in the jurisdiction where it was created.

In relation to Article 10.3.4, see the specified OECD GloBE rules
guidance in paragraphs 198 and 207 of Chapter 10 of the 2023
Commentary.

Where, under Article 10.3.4, a dual-located entity that is a
parent entity is located in a jurisdiction where it is not
subject to a qualified IIR, then the other jurisdiction can
require such entity to apply its qualified IIR unless it is
restricted by an applicable tax treaty in force.



Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups)
Bill 2024

Clause 16 C4611

10.3.6.  Where an entity has changed its location during the fiscal
year, it shall be located in the jurisdiction where it was
located at the beginning of that year.

Part 2

Modifications to Rules in Part 1 of this Schedule

1. The rules in Part 1 of this Schedule are modified as
specified in this Part.

2. Article 2.4.1 in Part 1 of this Schedule is to be read as—

“2.4.1. Constituent entities of an MNE Group located in
Hong Kong (HK constituent entities) are subject to
an adjustment that is equivalent to a denial of a
deduction in an amount resulting in those constituent
entities having an additional cash tax expense equal
to the UTPR top-up tax amount allocated to Hong
Kong for the fiscal year.

The adjustment must be made in the form of an
additional tax imposed for the fiscal year directly on
the HK constituent entities of the MNE group in an
amount equal to the UTPR top-up tax amount
allocated to Hong Kong for the fiscal year.”.

3. The UTPR top-up tax amount for an MNE group
allocated to a HK constituent entity of the MNE group
must be determined for a fiscal year by multiplying—

(a) the UTPR top-up tax amount for the MNE
group allocated to Hong Kong, under Article
2.6.1 in Part 1 of this Schedule, for the fiscal
year; by
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50% x

(b) the HK constituent entity’s UTPR percentage
for the group for the fiscal year.

The UTPR percentage of a HK constituent entity (CEI)
for an MNE group must be determined for each fiscal
year as follows—

Total value of tangible assets

Number of employees of CEI of CEI
+ 50% x
Number of employees of Total value of tangible assets

all HK constituent entities of all HK constituent entities
of the MNE group of the MNE group

In Article 6.5.1(f) in Part 1 of this Schedule, “Article 2.4
to Article 2.6” is to be read as “Article 2.4 to Article 2.6,
read with Part 2 of this Schedule”.

In Article 6.5.1(g) in Part 1 of this Schedule, “Article 8.1”
1s to be read as “Part 2 of Schedule 62”.

In Article 10.1.1 in Part 1 of this Schedule, the definitions

of designated filing entity and designated local entity are to

be read as—

“Designated filing entity (538K HHY) has the meaning
given by section 2 of Schedule 62.

Designated local entity (157E 4 E#%) has the meaning
given by section 2 of Schedule 62.”.

In Article 10.1.1 in Part 1 of this Schedule, in the
definition of filing constituent entity, “Article 8.1” is to be
read as “Part 2 of Schedule 62”.

In Article 10.1.1 in Part 1 of this Schedule, in the
definition of GloBE information return, “Article 8.1.4” is
to be read as “section 10 of Schedule 62”.
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9. In Article 10.1.1 in Part 1 of this Schedule, in the
definition of UTPR, “Article 2.4 to Article 2.6” is to be
read as “Article 2.4 to Article 2.6, read with Part 2 of this
Schedule”.

Part 3

Safe Harbours for Top-up Taxes under GloBE
Rules

Division 1—Preliminary

1. Interpretation of Part 3 of Schedule 60
(1) In this Part—

country-by-country report (IEf|#t5) has the meaning
given by section 58B(2);

standalone JV (J37 7 & 1>3) means a joint venture that
has no JV subsidiary.

(2) Unless the contrary intention appears, an expression
used in this Part, and defined or otherwise explained
in any provision of Part 4AA or Part 1 of this
Schedule (definition provisions), has the same meaning
as in the definition provisions.

(3) In this Part—

(a) a reference to a joint venture of an MNE group
is a reference to an entity that falls within the
definition of joint venture in Article 10.1.1 of
the GloBE rules, with the UPE of the MNE
group as the UPE referred to in the definition;
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(b) if a joint venture of an MNE group has no JV
subsidiary, the joint venture is a standalone JV
of the MNE group; and

(c) if a joint venture of an MNE group has one or
more JV subsidiaries, the joint venture and the
JV subsidiaries are collectively a JV group of
the MNE group and are members of the JV

group.
Division 2—Transitional CbCR Safe Harbour
Subdivision 1—Preliminary

Interpretation of Division 2 of Part 3 of Schedule 60
(1) In this Division—

profit or loss before income tax (FUFR A EBLHTI A S E18),
in relation to an MNE group for a jurisdiction for a
fiscal year, means the profit or loss of the MNE
group before income tax for the jurisdiction for the
fiscal year as reported in the group’s qualified CbC
report for the fiscal year;

qualified CbC report (5 &1 B FI ) means, subject to
subsection (3), a country-by-country report prepared
and filed using qualified financial statements;

qualified  financial ~statements (7 GG IR )—see
section 3 of this Part;

simplified ETR (f§{t4 %Bi*)—see section 7(2) of this
Part;

total revenue (YL A), in relation to an MNE group in a
jurisdiction for a fiscal year, means the MNE group’s

total revenue for the jurisdiction as reported in the
group’s qualified CbC report for the fiscal year;
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transition period (%% 1) means a period that covers all

the fiscal years beginning on or before 31 December
2026 but does not include a fiscal year ending after
30 June 2028;

transitional CbCR safe harbour (G IEVEE AR % 2 H)

2)

)

means the treatment of an MNE group for a
jurisdiction for a fiscal year in accordance with
section 4 of this Part.

Subsection (3) applies if—

(a) an MNE group is in the scope of the GloBE
rules but is not required to file a country-by-
country report; and

(b) the MNE group completes section 2.2.1.3(a) of
the GloBE information return, using the data
from qualified financial statements that would
have been reported as total revenue, and profit
or loss before income tax, in a qualified CbC
report had the MNE group been required to file
a country-by-country report.

In relation to an MNE group referred to in
subsection (2)—

(a) a reference in this Division to an amount as
reported in a qualified CbC report is to be read
as including—

(1) the amounts that would have been reported
in a qualified CbC report if the MNE
group were required to file a country-by-
country report in accordance with the CbC
requirements in the UPE jurisdiction; or
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(b)

(©

(i) if the UPE jurisdiction does not have CbC
requirements, the amounts that would have
been reported in accordance with the
CbCR documents (as defined by section
58B(2));

a reference in this Division to having submitted
a qualified CbC report is to be read as a
reference to having prepared qualified financial
statements containing the data that would have
been reported as mentioned in subsection (2)(b);
and

a reference in this Division to a qualified CbC
report is to be read as a reference to the
qualified financial statements referred to in
paragraph (b).

3. Meaning of qualified financial statements
(1) In this Division—

qualified financial statements (75 &% A5 3%), in relation
to an MNE group, means—

(a)

(b)

the accounts used to prepare the consolidated
financial statements of the UPE of the MNE
group (reporting package);

separate financial statements of each constituent
entity of the MNE group if—

(1) they are prepared in accordance with either
an acceptable financial accounting
standard or an authorised financial
accounting standard; and

(i) the information contained in such
statements is maintained based on that
accounting standard and is reliable;
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2)

)

(c) in the case of a constituent entity of the MNE
group that is not included in the MNE group’s
consolidated financial statements on a line-by-
line basis solely due to size or materiality
grounds—the financial accounts of the
constituent entity that are used for preparation
of the MNE group’s country-by-country report;
or

(d) in the case of a constituent entity of the MNE
group that is a permanent establishment having
neither separate financial accounts described in
paragraph (a), nor separate financial statements
described in paragraph (b)—the separate
financial statements prepared by the main entity
of the permanent establishment for financial
reporting, regulatory, tax reporting or internal
management control purposes.

However, a constituent entity’s reporting package, or
any separate financial statements described in
paragraph (b) of the definition of qualified financial
statements in subsection (1), incorporating the
purchase price accounting adjustment allocated by
the MNE group, are not qualified financial
statements, unless the consistent reporting condition
is met, and the goodwill impairment adjustment is
made.

The consistent reporting condition is met where the
qualified CbC report was based on the constituent
entity’s reporting package, or separate financial
statements, incorporating the purchase price
accounting adjustment if—
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(a) the MNE group has not submitted a qualified
CbC report, for a fiscal year beginning after
31 December 2022, that was based on the
constituent entity’s reporting package, or
separate financial statements, without the
purchase price accounting adjustment; or
(b) the constituent entity was required by law or
regulation to change its reporting package, or
separate financial statements, to incorporate the
purchase price accounting adjustment.
(4) The goodwill impairment adjustment is made if any
reduction to the constituent entity’s income
attributable to an impairment of goodwill related to
transactions entered into after 30 November 2021 is
added back to the MNE group’s profit or loss before
income tax for the jurisdiction for the fiscal year—
(a) for applying the routine profit test under section
8 of this Part; and

(b) for applying the simplified ETR test under
section 7 of this Part, but only if the financial
accounts do not also have a reversal of deferred
tax liability, or recognition or increase of
deferred tax asset, in respect of the impairment
of goodwill.

Subdivision 2—Application to Constituent Entities

4. Transitional CbCR safe harbour

Subject to sections 9, 10, 11, 12 and 13 of this Part, an
MNE group’s jurisdictional top-up tax under the GloBE
rules for a jurisdiction for a fiscal year in the transition
period, for constituent entities located in the jurisdiction,
is taken to be zero if—



Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups)

Clause 16

Bill 2024

C4627

(a)

(b)

(©)

either—

(1)

(ii)

a qualified CbC report for the MNE group
has been filed for the jurisdiction for the
fiscal year; or

if the MNE group is not required to file a
country-by-country report, the filing
constituent entity—

(A) has filed a GloBE information return
for the MNE group for the fiscal year,
and has completed section 2.2.1.3(a)
of the return for the jurisdiction for
the fiscal year; and

(B) for the purposes of sub-subparagraph
(A), has used the data from qualified
financial statements that would have
been reported as total revenue, and
profit or loss before income tax, in a
qualified CbC report had the MNE
group been required to file a country-
by-country report;

the filing constituent entity has made an election
under section 5 of this Part for the jurisdiction
and the fiscal year;

the MNE group meets one of the following tests
for the jurisdiction for the fiscal year—

(1)
(ii)

(iif)

the de minimis test under section 6 of this
Part;

the simplified ETR test under section 7 of
this Part;

the routine profits test under section 8 of
this Part; and
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5.

(d)

all of the data used to perform the computations
under sections 6, 7 and 8 of this Part for all of
the constituent entities of the MNE group that
are located in the jurisdiction for the particular
fiscal year (other than any non-material
constituent entities (as defined by section 35 of
this Schedule) or permanent establishments)
comes from either of the following only—

(1) qualified financial statements described in
paragraph (a) of the definition of qualified
financial statements in section 3(1) of this
Part;

(i) qualified financial statements described in

paragraph (b) of that definition.

Election for transitional CbCR safe harbour

(1) A filing constituent entity of an MNE group may
make an election for transitional CbCR safe harbour
for the MNE group for a jurisdiction for a fiscal

)

3)

year.

An election under subsection (1) is an annual
election.

A filing constituent entity may not make an election
for transitional CbCR safe harbour for a jurisdiction
for a fiscal year if it has made an election for
transitional UTPR safe harbour, under section 18 of
this Part, for the jurisdiction for the fiscal year.

De minimis test

(I) An MNE group meets the de minimis test for a
jurisdiction for a fiscal year if—
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(a) the MNE group’s total revenue for the
jurisdiction for the fiscal year is less than EUR
10 million; and

(b) the MNE group’s profit or loss before income
tax for the jurisdiction for the fiscal year is less
than EUR 1 million.

(2) For the purposes of subsection (1)(a), if a constituent
entity of the MNE group is held for sale and its
revenue are not already included in the total revenue,
the revenue of the entity must be added back to the
total revenue.

Simplified ETR test
(I) An MNE group meets the simplified ETR test for a
jurisdiction for a fiscal year if the MNE group’s
simplified ETR for the jurisdiction for the fiscal year
is equal to or greater than—
(a) if the fiscal year starts in the 2025 calendar
year—16%; or
(b) if the fiscal year starts in the 2026 calendar
year—17%.
(2) In this section—
simplified ETR (f§{t A%Bi>%), for a jurisdiction for a
fiscal year, is the amount equal to—

A/B x 100%

where: A means the MNE group’s simplified
covered taxes for the jurisdiction for the
fiscal year:;

B means the MNE group’s profit or loss
before income tax for the jurisdiction for
the fiscal year.
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3)

In this section—

simplified covered taxes (f§fLIHZ5M1), in relation to an

MNE group for a jurisdiction for a fiscal year, means
the income tax expense for the jurisdiction for the
fiscal year as reported in its qualified financial
statements for the fiscal year, excluding—

(a) any tax that is not a covered tax because of
Article 4.2.2 of the GloBE rules; and

(b) uncertain tax positions reported in the MNE
group’s qualified financial statements.

8. Routine profits test

(1)

2)

An MNE group meets the routine profits test for a
jurisdiction for a fiscal year if the MNE group’s
profit or loss before income tax for the jurisdiction
for the fiscal year is equal to or less than the MNE
group’s substance-based income exclusion amount
for the jurisdiction for the fiscal year computed in
accordance with the GIloBE rules, as read with
subsections (2) and (3).

In computing the substance-based income exclusion
amount of an MNE group, the payroll costs and
tangible assets of a constituent entity of the MNE
group may only be taken into account if the
constituent entity—

(a) is recorded as a resident of the jurisdiction in
the qualified CbC report of the MNE group;
and

(b) 1is located in the jurisdiction under Article 10.3
of the GloBE rules.
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3)

(4)

To avoid doubt, in computing the substance-based
income exclusion amount of an MNE group, the
transitional relief for the substance-based income
exclusion amount provided in Article 9.2 of the
GloBE rules applies.

For the purposes of subsection (1), an MNE group is
taken to have met the routine profits test for a
jurisdiction for a fiscal year if the MNE group’s
profit or loss before income tax for the jurisdiction
for the fiscal year is zero or less than zero.

Special rule for UPE jurisdiction if UPE is flow-through
entity

(1)

2)

)

Subject to subsection (2), section 4 of this Part
(transitional CbCR safe harbour) does not apply in
relation to an FT-UPE group for the FT-UPE
jurisdiction.

If, for a fiscal year, all ownership interests in the
FT-UPE of an FT-UPE group are held by qualified
holders—

(a) section 4 of this Part applies in relation to the
group for the FT-UPE jurisdiction for the fiscal
year; but

(b) in computing for the purposes of section 4 of
this Part the group’s profit or loss before income
tax (and any associated tax) for the FT-UPE
jurisdiction for the fiscal year, an amount to the
extent to which it is attributable to, or
distributed as a result of, an ownership interest
in the FT-UPE held by a qualified holder is to
be excluded.

For the purposes of this section—
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10.

(a) an MNE group is an FT-UPE group if the UPE
of the group is a flow-through entity;

(b) the UPE of an FT-UPE group, and the
jurisdiction in which the entity is located, are
FT-UPE and FT-UPE jurisdiction respectively;
and

(¢) a qualified holder means a holder described in
Article 7.1.1(a), (b) or (c) of the GloBE rules.

Special rules for UPE jurisdiction subject to deductible
dividend regime

(1)

)

)

(4)

This section applies, subject to section 9 of this Part,
in relation to a DD-UPE group if the DD-UPE is
also a flow-through entity.

Section 4 of this Part (transitional CbCR safe
harbour) applies, in relation to a DD-UPE group for
the DD-UPE jurisdiction for a fiscal year.

However, in computing for the purposes of section 4
of this Part the DD-UPE group’s profit or loss before
income tax (and any associated tax) for the DD-UPE
jurisdiction for the fiscal year, an amount to the
extent to which it is attributable to, or distributed as
a result of, an ownership interest in the DD-UPE
held by a recipient described in Article 7.2.1(a), (b)
or (c) of the GloBE rules is to be excluded.

For the purposes of this section—

(a) an MNE group is a DD-UPE group if the UPE
of the group is located in a jurisdiction where it
is subject to a deductible dividend regime; and
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(b)

the UPE of a DD-UPE group, and the
jurisdiction in which the entity is located, are
DD-UPE and DD-UPE jurisdiction respectively.

11. Special rules for investment-related entities and their
constituent entity-owners

(1) Unless subsection (3) applies to an MNE group for a
fiscal year for a jurisdiction in which an investment-
related entity of the group is located (investment-
related entity jurisdiction)—

2)

(a)

(b)

the investment-related entity’s top-up tax
amount for the fiscal year is to be computed
separately under Articles 7.4, 7.5 and 7.6 of the
GloBE rules, without regard to section 4 of this
Part; and

in computing for the purposes of section 4 of
this Part the MNE group’s profit or loss before
income tax (and any associated taxes) for the
investment-related entity jurisdiction for the
fiscal year, an amount to the extent to which it
is attributable to the investment-related entity is
to be excluded.

Subsection (3) applies to an MNE group for an
investment-related entity jurisdiction for a fiscal year

if—
(a)

all constituent entities of the MNE group that
hold direct ownership interests in the
investment-related entity (direct constituent
entity-owners) are located in the investment-
related entity jurisdiction (common jurisdiction);
and
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)

(4)

(b) no election has been made under Article 7.5 or
7.6 of the GIloBE rules for the investment-
related entity for the fiscal year.

For the purposes of section 4 of this Part—

(a) the profit or loss before income tax and total
revenue of the investment-related entity (and
any associated taxes) are to be reflected only in
the common jurisdiction in proportion to its
direct constituent entity-owners’ ownership
interest in the investment-related entity; and

(b) if a portion of the ownership interest in the
investment-related entity is held by owners that
are not members of the MNE group, the profit
or loss before income tax attributable to such
owners is to be excluded.

For the purposes of this section, a constituent entity
of an MNE group is to be regarded as being located
in the jurisdiction where it is resident for the
purposes of the MNE group’s qualified CbC report.

12. Special rule for net unrealised fair value loss

(1)

2)

For the purposes of section 4 of this Part, in
computing an MNE group’s profit or loss before
income tax for a jurisdiction for a fiscal year, the
MNE group’s net unrealised fair value loss for the
jurisdiction for the fiscal year is to be disregarded if
that net unrealised fair value loss exceeds EUR 50
million.

In subsection (1), a reference to a net unrealised fair
value loss for a jurisdiction for a fiscal year, in
relation to an MNE group, means the sum of all
losses, as reduced by any gains, that—
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(a) arise from changes in fair value of ownership
interest (except for portfolio shareholdings); and

(b) are included in the MNE group’s profit or loss
before income tax for the jurisdiction for the
fiscal year as reported in its qualified CbC
report.

13. Special rules for hybrid arbitrage arrangements

(1)

2)

)

This section provides for the treatment of the
following (each a hybrid arbitrage arrangement)—

(a) a deduction/non-inclusion arrangement;
(b) a duplicate loss arrangement;
(¢) a duplicate tax recognition arrangement.

For the purpose of applying sections 6, 7 and 8 of
this Part to an MNE group for a jurisdiction for a
fiscal year—

(a) the profit or loss before income tax of the MNE
group for the jurisdiction for the fiscal year is to
exclude any expense or loss as a result of—

(1) a deduction/non-inclusion arrangement; or
(i) a duplicate loss arrangement; and

(b) the simplified covered taxes of a constituent
entity of the MNE group that is located in the
jurisdiction for the fiscal year are to exclude any
income tax expense arising as a result of a
duplicate tax recognition arrangement.

An adjustment under subsection (2)(a) does not need
to be made with respect to the expense or loss in the

financial statements of one of the constituent entities
if—
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(4)

)

(a) the duplicate loss arrangement is such
arrangement because of paragraph (a) of the
definition of duplicate loss arrangement in
subsection (6); and

(b) all constituent entities including the relevant
expense or loss in their financial statements are
located in the same jurisdiction.

In this section—

(a) deductionlnon-inclusion arrangement (F1%/A5!
AZPE) means an arrangement entered into
after 15 December 2022 under which one
constituent entity of an MNE group directly or
indirectly provides credit to, or otherwise makes
an investment in, another constituent entity of
the MNE group that results in an expense or
loss in the financial statements of any
constituent entity of the MNE group to the
extent that—

(i) there is no commensurate increase in the
revenue or gain in the financial statements
of the constituent entity counterparty; or

(i) the constituent entity counterparty is not
reasonably expected over the life of the
arrangement to have a commensurate
increase in its taxable income; but

(b) an arrangement is not a deduction/non-inclusion
arrangement to the extent that the expenses or
loss results from the arrangement solely with
respect to additional tier one capital.

For the purposes of subsection (4), a constituent
entity is not to be regarded to have a commensurate
increase in its taxable income to the extent that—
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(6)

(a)

(b)

the amount included in taxable income is offset
by a tax attribute (such as a loss carryforward
or an unused interest carryforward) and, with
respect to the tax attribute, a valuation
adjustment or accounting recognition
adjustment—

(i) has been made; or

(1) would have been made, had the adjustment
determination been made without regard
to the ability of a constituent entity to use
the tax attribute,

with respect to any hybrid arbitrage
arrangement entered into after 15 December
2022; or

the payment that gives rise to the expense or
loss—

(1) also gives rise to a taxable deduction
or loss of a constituent entity that is
located in the same jurisdiction as
the constituent entity counterparty
(counterparty jurisdiction); but

(1) is not included as an expense or loss in
determining the profit or loss before
income tax for the counterparty
jurisdiction (including as a result of being
an expense or loss in the financial
statements of a flow-through entity that is
owned by a constituent entity in the
counterparty jurisdiction).

In this section—
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duplicate loss arrangement (FEHEIRLHPE) means an
arrangement entered into after 15 December 2022
that results in an expense or loss being included in
the financial statements of a constituent entity of an
MNE group—

(7

(a)

(b)

subject to subsection (7)(a), to the extent that
the expense or loss is also being included as an
expense or loss in the financial statements of
another constituent entity of the MNE group;
or

subject to subsection (7)(b), to the extent that
the arrangement also gives rise to a duplicate
amount that is deductible for determining the
taxable income of another constituent entity of
the MNE group in another jurisdiction.

However, an arrangement is not to be regarded as a
duplicate loss arrangement under subsection (6) to
the extent that—

(a)

(b)

in the case of paragraph (a) of the definition
of duplicate loss arrangement in that
subsection—the amount of the relevant expense
or loss is offset against the revenue that is
included in the financial statements of both
constituent entities; or

in the case of paragraph (b) of the definition
of duplicate loss arrangement in that
subsection—the amount of the relevant expense
or loss is offset against the revenue or income
that is included in both—

(1) the financial statements of the constituent
entity including the relevant expense or
loss in the financial statements; and
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(8)

(i) the taxable income of the constituent
entity claiming the deduction for the
relevant expense or loss.

In this section—

duplicate tax recognition arrangement (¥ EBIAMEREZHE)

©)

means an arrangement entered into after 15
December 2022 that results in each of 2 or more
constituent entities of an MNE group including all
(or any portion of) the same income tax expense in
its adjusted covered taxes or in applying the
simplified ETR test under section 7 of this Part, but
excludes an arrangement—

(a) that also results in the income subject to tax
being included in the relevant financial
statements of each such constituent entity; or

(b) that would, in the absence of this paragraph, be
a duplicate tax recognition arrangement solely
because, in computing the simplified ETR of a
constituent entity of the MNE group (first
constituent entity), no adjustments are required
for income tax expenses that would otherwise be
allocated to another constituent entity of the
MNE group in determining the first constituent
entity’s adjusted covered taxes.

For the purposes of this section—

(a) a reference to a constituent entity of an MNE
group includes—

(1) any entity treated as a constituent entity of
the group under the GloBE rules, such as a
joint venture of the group; and
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(b)

(©)

(d)

(i) any entity with its qualified financial
statements taken into account for the
purposes of section 6, 7 or 8 of this Part,

regardless of whether such entities are in the
same jurisdiction;

a reference to financial statements of a
constituent entity means the financial statements
used to calculate that constituent entity’s GloBE
income or the qualified financial statements
taken into account for the purposes of section 6,
7 or § of this Part;

a constituent entity is to be regarded as having
entered into a hybrid arbitrage arrangement
after 15 December 2022 if after that date—

(1) the arrangement is amended or transferred;

(i) the performance of any rights or
obligations under the arrangement differs
from the performance of such rights or
obligations prior to 15 December 2022
(including where payments are reduced or
cease with the effect of increasing the
balance of a liability); or

(iii) there is a change in the accounting
treatment with respect to the arrangement;
and

an expense or loss is not to be regarded as being
in the financial statement of a tax transparent
entity to the extent that the expense or loss is
included in the financial statements of its
constituent entity-owners.
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14. Exclusions

(1)

2)

)

(4)

The transitional CbCR safe harbour does not apply
to a stateless constituent entity.

The transitional CbCR safe harbour does not apply
to a multi-parented MNE group if there is no single
qualified CbC report that includes the information of
the combined groups.

The transitional CbCR safe harbour does not apply
to an MNE group for a jurisdiction for a fiscal year
if an election under Article 7.3.1 of the GloBE rules
has been made by the filing constituent entity of the
MNE group for the jurisdiction for the fiscal year.

The transitional CbCR safe harbour does not apply
to an MNE group for a jurisdiction for a fiscal year
if—

(a) the filing constituent entity of the MNE group
has not made an election to apply the
transitional CbCR safe harbour in respect of
the jurisdiction for a previous fiscal year; and

(b) there was a constituent entity of the MNE
group located in that jurisdiction in the previous
fiscal year.

Subdivision 3—Application to Standalone JV and JV

Group Member

15. Application to standalone JV and JV group member

(1)

Subdivision 2 applies to a standalone JV of an MNE
group in the same way as it applies to a constituent
entity of an MNE group, subject to subsections (2)
and (5).



Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups)

Clause 16

Bill 2024

C4657

16.

)

)

(4)

)

For the purposes of subsection (1), tests under
sections 6, 7 and 8 of this Part are to be applied to
each standalone JV of an MNE group separately.

Subdivision 2 applies to a member of a JV group of
an MNE group in the same way as it applies to
constituent entities of an MNE group, subject to
subsections (4) and (5).

For the purposes of subsection (3), tests under

sections 6, 7 and 8 of this Part are to be applied to
each JV group of an MNE group separately.

For the purposes of subsections (1) and (3)—
(a) section 4 of this Part is to be read as if its
paragraph (a) were omitted; and

(b) a reference to the MNE group’s qualified CbC
report is a reference to the qualified financial
statements of the standalone JV or the JV
group concerned (as the case requires).

Division 3—Transitional UTPR Safe Harbour

Interpretation of Division 3 of Part 3 of Schedule 60

In this Division—

corporate income tax rate (2N FABFIFLZ), in relation to

a jurisdiction, means the nominal rate of corporate
income tax (including any sub-national corporate
income taxes) generally imposed on income in the
jurisdiction;

transition period fiscal year (HJEMANIEU4FER) means a

fiscal year not exceeding 12 months that begins on or
before 31 December 2025 and ends before 31
December 2026;
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17.

18.

transitional UTPR safe harbour (&% P AKAF A QI 22 2
#5) means the treatment of an MNE group for a
jurisdiction for a fiscal year in accordance with
section 17 of this Part.

Transitional UTPR safe harbour for UPE jurisdiction

For a transition period fiscal year, an MNE group’s
UTPR top-up tax amount calculated for the purposes of
Article 2.5 of the GloBE rules for the UPE jurisdiction is
taken to be zero if—

(a) the jurisdiction has a corporate income tax rate
that is equal to, or greater than, 20%; and

(b) the filing constituent entity of the MNE group
has made an election under section 18 of this
Part for the jurisdiction for the fiscal year.

Election for transitional UTPR safe harbour

(1) A filing constituent entity of an MNE group may
make an election for transitional UTPR safe harbour
for the MNE group—

(a) for a transition period fiscal year; and
(b) for a jurisdiction.

(2) An celection under subsection (1) is an annual
election.

(3) A filing constituent entity may not make an election
for transitional UTPR safe harbour for a jurisdiction
for a transition period fiscal year if it has made an
election for transitional CbCR safe harbour under
section 5 of this Part for the jurisdiction for the fiscal
year.
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Division 4—QDMTT Safe Harbour
Subdivision 1—Preliminary

19. Interpretation of Division 4 of Part 3 of Schedule 60
In this Division—

OECD peer review process (G 4% B B #FF2/F) means
the review process developed, and undertaken, under
the OECD/G20 Inclusive Framework on Base
Erosion and Profit Shifting, in respect of the
domestic minimum top-up tax of a jurisdiction;

ODMTT safe harbour (& &M EHSAKM EBLL W)
means the treatment of an MNE group for a
jurisdiction for a fiscal year in accordance with
section 20 of this Part;

ODMTT safe harbour standards (15 &4 b5 KA 2B
AW HEN) means the standards referred to as
“standards for a QDMTT safe harbour” set out in

the document referred to in item 3 of Part 1 of
Schedule 63.

Subdivision 2—Application to Constituent Entities

20. QDMTT safe harbour

An MNE group’s jurisdictional top-up tax under the
GIloBE rules for a jurisdiction for a fiscal year, for
constituent entities located in the jurisdiction, is taken to
be zero if—

(a) the MNE group is subject to a qualified
domestic minimum top-up tax of the
jurisdiction for the fiscal year;
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21.

22,

(b)

(©

(d)

that jurisdiction is determined to have met the
QDMTT safe harbour standards under an
OECD peer review process for that fiscal year;

a filing constituent entity of the MNE group
has made an election under section 21 of this
Part for the jurisdiction for the fiscal year; and

none of the disqualifying conditions provided in
section 22, 23 or 24 of this Part applies.

Election for QDMTT safe harbour

(1) A filing constituent entity of an MNE group may
make an election for QDMTT safe harbour for the
MNE group for a jurisdiction for a fiscal year.

(2) An election under subsection (1) is an annual
election.

(3) This section applies subject to section 28 of this Part.

Disqualifying conditions—jurisdiction where flow-through

entity parent not subject to QDMTT

(1) The QDMTT safe harbour does not apply to an
MNE group’s jurisdictional top-up tax under the
GloBE rules for a fiscal year, for constituent entities
of the group located in the UPE jurisdiction, if—

(a)
(b)

the UPE of the group is a flow-through entity;
and

the qualified domestic minimum top-up tax of
the jurisdiction does not impose a charge in any
circumstances on a UPE that is a flow-through
entity.
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23.

(2) The QDMTT safe harbour does not apply to an
MNE group’s jurisdictional top-up tax under the
GIloBE rules for a fiscal year, for constituent entities
of the group located in a jurisdiction in which an IIR
applying entity of the group is located, if—

(a) the IIR applying entity is a flow-through entity;
and

(b) the qualified domestic minimum top-up tax of
the jurisdiction does not impose a charge in any
circumstances on an IIR applying entity that is
a flow-through entity.

(3) In subsection (2)—

IIR applying entity (FE A AR E#E), in relation to
an MNE group, means a parent entity of the group
that is required under the GIoBE rules to apply a
qualified TIR to any constituent entity of the group.

Disqualifying condition—jurisdiction adopting Article 9.3 of
GloBE rules without limitation

The QDMTT safe harbour does not apply to an MNE
group’s jurisdictional top-up tax under the GloBE rules
for a fiscal year, for constituent entities of the group
located in a jurisdiction, if—

(a) a qualified domestic minimum top-up tax of the
jurisdiction adopts a transitional exclusion that
is consistent with Article 9.3 of the GloBE
rules; and

(b) that exclusion is not limited to the case where a
qualified IIR does not apply in respect of the
constituent entities located in the jurisdiction.
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24. Disqualifying condition—qualified domestic minimum top-
up tax challenged

The QDMTT safe harbour does not apply to an MNE
group’s jurisdictional top-up tax under the GloBE rules
for a fiscal year, for constituent entities of the group
located in a jurisdiction, if a qualified domestic minimum
top-up tax—

(a) 1is subject, directly or indirectly, to a challenge

by the MNE group in judicial or administrative
proceedings; or

(b) has been determined as not assessable or
collectible by the tax authority of the
jurisdiction administering the qualified domestic
minimum top-up tax, based on—

(1) constitutional law;
(i) other superior law; or
(i) a specific agreement with the government

of the jurisdiction limiting the MNE
group’s tax liability.

Subdivision 3—Application to Other Entities and
Permanent Establishments

25. Application to standalone JV and members of JV group

(1) Sections 20, 21, 23 and 24 of this Part apply to a
standalone JV of an MNE group, or a member of a
JV group of an MNE group, that is located in a
jurisdiction or otherwise subject to a qualified
domestic minimum top-up tax of the jurisdiction as
those sections apply to a constituent entity of the
MNE group located in the jurisdiction.
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26.

27.

)

The QDMTT safe harbour does not apply to an
MNE group’s jurisdictional top-up tax under the
GloBE rules for a fiscal year for—

(a) a standalone JV of an MNE group; or
(b) a member of a JV group of an MNE group,

if the qualified domestic minimum top-up tax of the
jurisdiction does not impose a charge in any
circumstances on a standalone JV or a member
referred to in paragraph (a) or (b) (as the case
requires).

Application to investment-related entities

(1)

2)

Sections 20, 21, 22(1), 23 and 24 of this Part apply to
an investment-related entity of an MNE group
located in a jurisdiction as those sections apply to a
constituent entity of the MNE group located in the
jurisdiction.

The QDMTT safe harbour does not apply to an
MNE group’s jurisdictional top-up tax under the
GloBE rules for a fiscal year, for an investment-
related entity, if the qualified domestic minimum top-
up tax of the jurisdiction does not impose a charge
in any circumstances on an investment-related entity.

Application to stateless constituent entities

Sections 20, 21, 22(1), 23 and 24 of this Part apply to a
stateless constituent entity of an MNE group that is
subject to a qualified domestic minimum top-up tax of a
jurisdiction as those sections apply to a constituent entity
of the MNE group located in the jurisdiction.
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Subdivision 4—Miscellaneous
28. Separate elections to be made
An election made under section 21 of this Part may relate
to entities or permanent establishments of an MNE group
referred to in one of the following paragraphs only—

(a) the constituent entities (other than those that
are investment-related entities, minority-owned
constituent entities or stateless constituent
entities) of the MNE group;

(b) a single standalone JV of the MNE group;

(c) members of a single JV group of the MNE
group;

(d) the investment-related entities of the MNE
group;

(e) a single minority-owned constituent entity (not
of a minority-owned subgroup) of the MNE
group;

(f) minority-owned constituent entities of a single
minority-owned subgroup of the MNE group;

(g) a single stateless constituent entity of the MNE
group.

Division 5—Simplified Calculations Safe Harbour
Subdivision 1—Preliminary
29. Interpretation of Division 5 of Part 3 of Schedule 60

In this Division—
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simplified calculations safe harbour (FE{LFHE%Z2H)
means the treatment of an MNE group for a
jurisdiction for a fiscal year in accordance with
section 30 of this Part.

Subdivision 2—Framework

30. Simplified calculations safe harbour

An MNE group’s top-up tax (other than additional
current top-up tax) under the GIoBE rules for a
jurisdiction for a fiscal year is taken to be zero if—

(a) an election is made under section 31 of this Part
for the jurisdiction for the fiscal year; and

(b) the MNE group meets any of the following tests
for the jurisdiction for the fiscal year—

(1) the SC de minimis test under section 32 of
this Part;

(1) the SC ETR test under section 33 of this
Part;

(ii1) the SC routine profit test under section 34
of this Part.

31. Election for simplified calculations safe harbour

(1) A filing constituent entity of an MNE group may
make an election for simplified calculations safe
harbour for the MNE group for a jurisdiction for a
fiscal year.

(2) An election under subsection (1) is an annual
election.
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32.

33.

34.

SC de minimis test

An MNE group meets the SC de minimis test for a
jurisdiction for a fiscal year if—

(a) the MNE group’s average GloBE revenue for
the jurisdiction, as determined under the
simplified income calculation, is less than EUR
10 million; and

(b) the MNE group’s average GloBE income for the
jurisdiction, as determined under the simplified
income calculation, is less than EUR 1 million
or the MNE group has a loss determined in
accordance with Article 5.5 of the GloBE rules.

SC ETR test

An MNE group meets the SC ETR test for a jurisdiction
for a fiscal year if the MNE group’s effective tax rate for
the jurisdiction for the fiscal year, as determined under the
simplified income calculation and the simplified tax
calculation, is at least 15% as determined in accordance
with Article 5.1.1 of the GloBE rules.

SC routine profit test

An MNE group meets the SC routine profit test for a
jurisdiction for a fiscal year if the MNE group’s GloBE
income for the jurisdiction for the fiscal year, as
determined under the simplified income calculation, is
equal to or less than the MNE group’s substance-based
income exclusion amount for the jurisdiction for the fiscal
year determined in accordance with Article 5.3 of the
GloBE rules.
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Subdivision 3—Non-material Constituent Entity
35. Interpretation of Subdivision 3 of Division 5 of Part 3 of

Schedule 60

In this Subdivision—

NMCE means a non-material constituent entity;

non-material constituent entity (3 KK S E#) means a
constituent entity of an MNE group for a fiscal year

if—

(a) where it is not a permanent establishment—

(1)

(ii)

(iif)

the constituent entity is not consolidated
on a line-by-line basis in the consolidated
financial statements of the UPE of the
MNE group for the fiscal year solely on
size or materiality grounds;

those consolidated financial statements
falls within paragraphs (a) or (¢) of the
definition of consolidated financial
statements in Article 10.1.1 of the GloBE
rules and those consolidated financial
statements are externally audited; and

if the constituent entity’s total revenue for
the fiscal year exceeds EUR 50 million—its
financial accounts that are wused to
complete the country-by-country report
are prepared in accordance with an
acceptable financial accounting standard
or an authorised financial accounting
standard;
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(b) where it is a permanent establishment—the
main entity of the permanent establishment is
an NMCE for the fiscal year under paragraph
(a);
relevant ChC regulations (Ff B B 7| 31 61) means—
(a) the country-by-country reporting regulations—
(1) of the UPE jurisdiction; or
(i) of the surrogate parent entity jurisdiction
if a country-by-country report is not filed
in the UPE jurisdiction; or
(b) if the UPE jurisdiction does not have country-
by-country reporting requirements, and an
MNE group is not required to file a country-by-
country report in any jurisdiction—the CbCR
documents as defined by section 58B(2);
total revenue (F2WTA), in relation to a fiscal year, means
the constituent entity’s total revenue for the fiscal
year as determined in accordance with the MNE
group’s relevant CbC regulations.
36. NMCE simplified calculations

(1)

2)

This section applies to any NMCEs (SC NMCEjs) of
an MNE group located in a jurisdiction (jurisdiction)
for a fiscal year (year) if an election under section 37
of this Part is made for the NMCEs for the
jurisdiction for the year.

For the purpose of determining whether an MNE
group meets the tests under sections 32, 33 and 34 of
this Part for the SC NMCEs for the jurisdiction for
the year, the simplified income calculation, the
simplified revenue calculation and the simplified tax
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37.

3)

(4)

)

calculation, as described in subsections (3), (4) and (5)
respectively, apply.

Under the simplified income calculation, the GloBE
income or loss of the SC NMCEs of the MNE
group for the jurisdiction for the year is equal to the
portion of the total revenue of the MNE group for
the jurisdiction, as determined in accordance with
the relevant CbC regulations, that is attributable to
the SC NMCE:s for the year.

Under the simplified revenue calculation, the GloBE
revenue of the SC NMCEs of the MNE group for
the jurisdiction for the year is equal to the portion of
the total revenue of the MNE group for the
jurisdiction, as determined in accordance with the
relevant CbC regulations, that is attributable to the
SC NMCEEs for the year.

Under the simplified tax calculation, the adjusted
covered taxes of the SC NMCEs of the MNE group
for the jurisdiction for the year is equal to the
portion of the income tax accrued (current year) of
the MNE group for the jurisdiction, as determined in
accordance with the relevant CbC regulations, that is
attributable to the SC NMCE:s for the year.

Election for NMCE simplified calculations

(1)

A filing constituent entity of an MNE group that

makes an election for simplified calculations safe

harbour for a jurisdiction for a fiscal year, may make

an election for NMCE simplified calculations—

(a) for any NMCE or NMCEs for the fiscal year
that is or are located in that jurisdiction; and

(b) for the jurisdiction for the fiscal year.
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(2) An election under this section is an annual election.

Schedule 61

[ss. 26AD, 26AE,
26AF, 26AG, 26AH &
79A & Sch. 62]

HKMTT

Part 1

Preliminary

1. Purpose of Schedule 61

(1) The purpose of this Schedule is to make provision
for a qualified domestic minimum top-up tax that
has qualified domestic minimum top-up tax safe
harbour status (including transitional qualified
status).

(2) The tax is to be known as the Hong Kong minimum
top-up tax (HKMTT).

2. Interpretation, and application, of Schedule 61
(1) In this Schedule—
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HK constituent entity (%582 EH), in relation to an
MNE group, means a constituent entity of the MNE
group that is located in Hong Kong;

HK member (F# ), in relation to a JV group of an
MNE group, means the joint venture or another
member of the JV group that—

(a) 1is located in Hong Kong; or

(b) would have been a Part 4AA stateless
constituent entity, had it been a constituent
entity;

HK standalone JV (HFEBIG5EMRFE) means a
standalone JV that—

(a) 1is located in Hong Kong; or

(b) would have been a Part 4AA stateless
constituent entity, had it been a constituent
entity;

in-scope MINE group (%25 B > 3£4E M), in relation to

a fiscal year, means an MNE group that meets the

consolidated revenue threshold in at least 2 of the 4

fiscal years immediately preceding the fiscal year

under Article 1.1 of the GloBE rules (as modified by

Article 6.1 of those rules, if applicable);

Part 4AA stateless constituent entity (554AAFPE R FE Y 5
‘EH#), in relation to an MNE group, means a
stateless constituent entity of the MNE group—

(a) that is created in Hong Kong; or

(b) that is a place of business in Hong Kong, and is
a permanent establishment in accordance with
paragraph (d) of the definition of permanent
establishment in Article 10.1.1 of the GloBE
rules;
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specified GloBE rules provisions ( 15 P (4 BR A= fill Bl &
KR 3L )—see section 4(1) of this Schedule;

standalone JV (J837. 4 &%) means a joint venture that
has no JV subsidiary.

2

3)

(4)

Unless the contrary intention appears, an expression
used in this Schedule, and defined or otherwise
explained in any provision of Part 4AA or Part 1 of
Schedule 60 (definition provisions), has the same
meaning as in the definition provisions.

In this Schedule—

(a)

(b)

(©

a reference to a joint venture of an MNE group
is a reference to an entity that falls within the
definition of joint venture in Article 10.1.1 of
the GloBE rules, with the UPE of the MNE
group as the UPE referred to in the definition;

if a joint venture of an MNE group has no JV
subsidiary, the joint venture is a standalone JV
of the MNE group; and

if a joint venture of an MNE group has one or
more JV subsidiaries, the joint venture and the
JV subsidiaries are collectively a JV group of
the MNE group and are members of the JV

group.

This Schedule applies to an MNE group that is an
in-scope MNE group.
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3.

Part 2

HKMTT on HK Constituent Entity

Charge on HK constituent entity of MINE group

(1)

2)

A HK constituent entity of an MNE group is
chargeable to HKMTT for a fiscal year in an amount
determined in accordance with section 4 of this
Schedule for the fiscal year.

Subsection (1) does not apply to a HK constituent
entity that is an investment-related entity subject to
Articles 7.4, 7.5 and 7.6 of the GloBE rules.

Specified GloBE rules provisions apply for determining
HKMTT

(1)

2)

The HKMTT to which a HK constituent entity of
an MNE group is chargeable for a fiscal year is in
the amount that would, by applying the GloBE rules
(Chapter 2 excepted) (specified GloBE rules
provisions) as modified by subsection (2), be
determined as the top-up tax chargeable for the fiscal
year on the HK constituent entity as a low-taxed
constituent entity under Article 5.2.4 of the GloBE
rules.

For the purpose of their application under subsection
(1), the specified GloBE rules provisions are modified
as specified in—

(a) section 5 of this Schedule (which provides for
the use of local accounting standard);

(b) section 6 of this Schedule (which provides for
miscellaneous modifications);
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(©)

(d)

(©)
(®

section 7 of this Schedule (which relates to
Article 9.3 of the GloBE rules);

section § of this Schedule (which requires tax
attributes to be re-set for HKMTT if the MNE
group becomes subject to qualified IIR or
qualified UTPR);

section 9 of this Schedule (which relates to
elections); and

section 10 of this Schedule (which relates to the
currency for computations if a local accounting
standard is required to be used).

5. Modifications—use of local accounting standard

(1) For determining, under section 4 of this Schedule,
the HKMTT to which a HK constituent entity of an
MNE group is chargeable for a fiscal year—

2)

(a)

(b)

Articles 3.1.2 and 3.1.3 of the GloBE rules are
to be read subject to subsections (2), (3) and (4);
and

the definition of financial accounting net income
or loss in Article 10.1.1 of the GloBE rules is to
be construed in accordance with Article 3.1.2 of
those rules so read.

The financial accounting net income or loss of a HK
constituent entity of an MNE group for a fiscal year
must be determined in accordance with a local
accounting standard if—

(a)

each HK constituent entity of the MNE group
has financial accounts (each entity’s accounts)
prepared in accordance with the local
accounting standard;
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€)

(4)

)

(b) the accounting period of each entity’s accounts
is the same as the fiscal year of the consolidated
financial statements of the UPE of the MNE
group; and

(c) for the fiscal year—

(1) each HK constituent entity of the MNE
group is required to prepare or use the
entity’s accounts for determining its
liability to tax in Hong Kong or to comply
with any other law of Hong Kong; or

(1) each entity’s accounts are subject to
external financial audit.

For the purposes of subsection (2), a permanent
establishment of a main entity is to be treated as
having the financial accounts of the main entity for a
fiscal year if—

(a) the financial accounts for the fiscal year contain
the information required for computing the
HKMTT to which the permanent establishment
is chargeable for the fiscal year; and

(b) the permanent establishment does not have
separate financial accounts for the fiscal year.

In relation to a HK constituent entity of an MNE
group to which subsection (2) applies for a fiscal
year, a reference to the financial accounting net
income or loss for the fiscal year means the financial
accounting net income or loss determined for the
HK constituent entity, in preparing accounts for the
fiscal year in accordance with a local accounting
standard used under subsection (2).

In this section—
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local accounting standard (A EFHER]) means the
International Financial Reporting Standards or the
Hong Kong Financial Reporting Standards.
6. Modifications—specified GloBE rules provisions

For determining, under section 4 of this Schedule, the
HKMTT to which a HK constituent entity of an MNE
group is chargeable—

(a)

(b)

©
(d)

(©

)

€

Articles 4.2.1(b) and 7.3 of the GloBE rules are
to be disregarded;

any covered tax of a main entity that is
allocable to a permanent establishment under
Article 4.3.2(a) of the GIloBE rules is not to be
allocated to the permanent establishment if it is
such a HK constituent entity;

Articles 4.3.2(c) and (d) and 4.3.3 of the GloBE
rules are to be disregarded;

a reference in Article 4.3.2(¢) of the GloBE
rules to covered taxes is to be read as including
only withholding taxes imposed in Hong Kong;

the references in the formula in Article 5.2.3 of
the GloBE rules to domestic top-up tax is to be
disregarded;

Article 6.4.1(b) and (c) of the GloBE rules is to
be disregarded; and

Article 6.5.1(e), (f) and (g) of the GloBE rules is
to be disregarded.



Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups)

Clause 16

Bill 2024

C4697

7. Modification—Article 9.3 of the GloBE rules

For determining, under section 4 of this Schedule, the
HKMTT to which a HK constituent entity of an MNE
group is chargeable for a fiscal year, Article 9.3 of the
GloBE rules only applies to the MNE group if none of
the ownership interests in a HK constituent entity of the
group is held, directly or indirectly, by a parent entity
subject to a qualified IIR for the fiscal year.

Modifications—tax attributes to be re-set for HKMTT if
MNE group becomes subject to qualified IIR or qualified
UTPR

(1) This section applies in relation to a HK constituent
entity of an MNE group for a fiscal year if—

(a) the fiscal year is the earliest one for which a
qualified IIR or qualified UTPR administered
by a jurisdiction outside Hong Kong becomes
applicable to the HK constituent entity (GloBE
transition year); and

(b) for a fiscal year prior to the GloBE transition
year, HKMTT became applicable to the HK
constituent entity.

(2) For determining, under section 4 of this Schedule,
the HKMTT to which the HK constituent entity is
chargeable for the fiscal year—

(a) any excess negative tax expense carry-forward
under Article 4.1.5 or 5.2.1 of the GloBE rules
must be eliminated at the beginning of the
GloBE transition year;

(b) Article 4.4.4 of the GloBE rules does not apply
to any deferred tax liability if the liability—
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©

(d)

(©

()

(2

() was taken into account in calculating the
effective tax rate for determining the
HKMTT to which the HK constituent
entity is chargeable for a fiscal year prior
to the GloBE transition year; but

(1) was not recaptured prior to the GIloBE
transition year;

Article 4.4.4 of the GIloBE rules applies to a
deferred tax liability that is taken into account
in, or after, the GloBE transition year;

any GIloBE loss deferred tax asset under Article
4.5 of the GIloBE rules in respect of a fiscal
year prior to the GloBE transition year must be
eliminated, and the filing constituent entity may
make a new election in accordance with Article
4.5 of the GloBE rules in the GloBE transition
year;

the deferred tax assets and deferred tax
liabilities taken into account in determining the
effective tax rate for a jurisdiction in accordance
with Article 9.1.1 of the GloBE rules must be
eliminated, and that Article must be applied at
the beginning of the GloBE transition year;

subject to paragraph (g), Article 9.1.2 of the
GIloBE rules applies to transactions occurring
after 30 November 2021 and before the
beginning of the GloBE transition year; and

for the purposes of paragraph (f), if HKMTT
was chargeable due to the application of Article
4.1.5 of the GloBE rules in respect of a deferred
tax asset attributable to a tax loss, such deferred
tax asset must not be treated as arising from
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items excluded from the computation of GloBE
income or loss under Chapter 3 of the GloBE
rules.

9. Modifications—elections

(1)

2)

)

This section applies for the purpose of determining,
under section 4 of this Schedule, the HKMTT to
which a HK constituent entity of an MNE group is
chargeable.

Where the GloBE rules provides that an election may
be made, that election may be made for a HK
constituent entity of an MNE group for HKMTT
purposes to the extent that such an election would
affect the calculation of HKMTT to which the HK
constituent entity is chargeable.

For the purposes of subsection (2), an election made
for a HK constituent entity of an MNE group, for
the purposes of a qualified IIR or qualified UTPR
of a jurisdiction outside Hong Kong (non-HK
Jurisdiction), is taken to have been made in respect of
that entity for HKMTT purposes if—

(a) the election is contained in a GloBE information
return submitted to a tax authority in the non-
HK jurisdiction (non-HK return); and

(b) any of the following applies—

(i) information in the non-HK return about
the election has been provided to the
Commissioner under a qualifying
competent authority agreement;

(1) the non-HK return has been provided to
the Commissioner.
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10. Modifications—currency for computations if local
accounting standard required to be used

(1)

2)

()

(4)

This section applies for the purpose of determining,
under section 4 of this Schedule, the HKMTT to
which a HK constituent entity of an MNE group is
chargeable if the financial accounting net income or
loss of the entity for the fiscal year is required under
section 5 of this Schedule to be determined in
accordance with a local accounting standard.

An amount relevant to the computation of the

HKMTT to which the HK constituent entity is

chargeable for the fiscal year must be computed using

the following currency—

(a) unless paragraph (b) applies—Hong Kong
currency;

(b) if an election under subsection (3) applies to the
MNE group and the fiscal year—the currency
specified in the election.

If there are one or more HK constituent entities of
the MNE group that do not use Hong Kong currency
as their functional currency, a filing constituent entity
of the MNE group may make an election that applies
to—

(a) a specified fiscal year; and

(b) the following 4 fiscal years.

The election must specify either—

(a) Hong Kong currency; or

(b) the presentation currency of the consolidated
financial statements of the UPE of the MNE
group.
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)

An election under subsection (3) is a five-year
election.

Part 3

HKMTT on HK Standalone JV, HK Member of

11.

JV Group, etc.

Application to HK standalone JV and HK member of JV
group

(1)

)

)

(4)

This Schedule applies to a HK standalone JV of an
MNE group in the same way as it applies to a HK
constituent entity of an MNE group.

This Schedule applies to a HK member of a JV
group of an MNE group in the same way as it
applies to HK constituent entities of an MNE group.

The HKMTT chargeable under subsection (1) or (2)
on an entity (entity A) that is a HK standalone JV of
an MNE group or a HK member of a JV group of
an MNE group may—

(a) be charged on entity A directly; or

(b) on entity A’s election and with the consent of a
HK constituent entity of the MNE group, be
charged on the HK constituent entity.

The HKMTT charged on the HK constituent entity
under subsection (3)(b) is to be recoverable by all
means provided in this Ordinance from entity A or
the HK constituent entity.
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12. Relief against double HKMTT for joint venture
(1) Subsection (2) applies if for a fiscal year—

2)

3)

(4)

(a)

(b)

©

an entity (entity A) is a HK standalone JV of
an MNE group or a HK member of a JV group
of an MNE group;

entity A is also—

(i) a HK standalone JV of another MNE
group; or

(1) a HK member of a JV group of another
MNE group; and

HKMTT is chargeable on entity A in respect of
both MNE groups.

To avoid double taxation, the HKMTT chargeable
for the fiscal year on entity A, in respect of each of
the MNE groups, is to be reduced by 50%.

Subsection (4) applies if for a fiscal year—

(a)

(b)

(©)

an entity (entity B) is a HK standalone JV of
an MNE group or a HK member of a JV group
of an MNE group;

entity B is also a HK constituent entity of
another MNE group; and

HKMTT is chargeable on entity B in respect of
both MNE groups.

To avoid double taxation, the Commissioner may
provide a relief for the HKMTT chargeable for the
fiscal year on entity B in respect of each of the MNE
groups in a manner that is reasonable in the
circumstances.
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13. Application to Part 4AA stateless constituent entity

This Schedule applies to a Part 4AA stateless constituent
entity of an MNE group in the same way as it applies to a
HK constituent entity of an MNE group.

Schedule 62

[ss. 2, 25A, 26AD,
26AE, 26AF, 26AG,
26AH, 79A, 800,
80P, 82 & 82A &
Sch. 60]

Administration of Top-up Taxes
Part 1

Preliminary

1. Interpretation, and application, of Schedule 62
(1) In this Schedule—

HK constituent entity (582 E#), in relation to an
MNE group, means a constituent entity of the MNE
group that is located in Hong Kong;

HK member (F# i 8), in relation to a JV group of an
MNE group, means the joint venture or another
member of the JV group that—

(a) 1is located in Hong Kong; or
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(b) would have been a Part 4AA stateless
constituent entity, had it been a constituent
entity;

HK standalone JV (FWE L GEMIE) means a
standalone JV that—

(a) 1islocated in Hong Kong; or

(b) would have been a Part 4AA stateless
constituent entity, had it been a constituent
entity;

in-scope MNE group (3 2158 > 3£4E M), in relation to

a fiscal year, means an MNE group that meets the

consolidated revenue threshold in at least 2 of the 4

fiscal years immediately preceding the fiscal year

under Article 1.1 of the GloBE rules (as modified by

Article 6.1 of those rules, if applicable);

Part 4AA entity ((EAAATBE ), in relation to an MNE
group, means—

(a) a HK constituent entity of the MNE group;

(b) a HK standalone JV of the MNE group;

(c) a HK member of a JV group of the MNE
group; or

(d) a Part 4AA stateless constituent entity of the
MNE group;

Part 4AA stateless constituent entity (554AATRIEEFE % B
‘HH#), in relation to an MNE group, means a
stateless constituent entity of the MNE group—

(a) that is created in Hong Kong; or

(b) that is a place of business in Hong Kong, and is
a permanent establishment in accordance with
paragraph (d) of the definition of permanent
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establishment in Article 10.1.1 of the GloBE
rules;

standalone JV (38375 &) means a joint venture that
has no JV subsidiary;

top-up tax return (Ffi/EBIHFLFK), in relation to a Part
4AA entity of an MNE group, means a return for
top-up taxes for the Part 4AA entity for a fiscal year.

2)

)

(4)

Unless the contrary intention appears, an expression
used in this Schedule, and defined or otherwise
explained in any provision of Part 4AA or Part 1 of
Schedule 60 (definition provisions), has the same
meaning as in the definition provisions.

In this Schedule—

(a)

(b)

(©

a reference to a joint venture of an MNE group
is a reference to an entity that falls within the
definition of joint venture in Article 10.1.1 of
the GloBE rules, with the UPE of the MNE
group as the UPE referred to in the definition;

if a joint venture of an MNE group has no JV
subsidiary, the joint venture is a standalone JV
of the MNE group; and

if a joint venture of an MNE group has one or
more JV subsidiaries, the joint venture and the
JV subsidiaries are collectively a JV group of
the MNE group and are members of the JV

group.

Subject to section 4(3) of this Schedule, this Schedule
applies to an MNE group that is an in-scope MNE
group.
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Part 2

HK Constituent Entity’s Obligations to File Top-

2.

up Tax Return and Notice

Interpretation of Part 2 of Schedule 62
In this Part—
designated filing entity (¥§E 38K HH)—see section 6(4)
of this Schedule;
designated local entity (1§ 7 A< H B[ i )—see section 8(3) of
this Schedule;
filing deadline ($27CHIFR) has the meaning given by
section 9 of this Schedule;
GloBE jurisdiction (%=3Rk RAZ B EFENT) means—
(a) Hong Kong; or
(b) another jurisdiction with a qualified IIR,
qualified UTPR or qualified domestic minimum
top-up tax;
service provider (RT5HEHEF) means a service provider
engaged for or on behalf of a HK constituent entity

of an MNE group as referred to in section 13(1) of
this Schedule.

HK constituent entity must file top-up tax return for fiscal
year

(1) Each HK constituent entity of an MNE group must
file a top-up tax return for each fiscal year with the
Commissioner by the filing deadline where the top-
up tax return—
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2)

)

(a) must contain a GloBE information return that
complies with section 10 of this Schedule; and

(b) must comply with section 11 of this Schedule.

Subsection (1) does not apply to a HK constituent
entity of an MNE group for a fiscal year if—

(a) group GIloBE filing has been effected in Hong
Kong within the meaning of section 6 of this
Schedule for the MNE group for the fiscal year;
or

(b) group local filing has been effected within the
meaning of section § of this Schedule for the
MNE group for the fiscal year.

Subsection (1)(a) does not apply to a HK constituent
entity of an MNE group in respect of a fiscal year if
group GIloBE filing has been effected outside Hong
Kong within the meaning of section 6 of this
Schedule for the MNE group for the fiscal year.

Assessor may require constituent entity to file top-up tax
return

(1)

An assessor may, by a notice in writing to any entity
or permanent establishment (subject entity) that
forms part of an MNE group, require the subject
entity to file with the Commissioner a top-up tax
return for a fiscal year specified in the notice
(specified year) by the filing deadline where the top-
up tax return—

(a) must contain a GloBE information return that
complies with section 10 of this Schedule; and

(b) must comply with section 11 of this Schedule.
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(2) The subject entity is not required to comply with the
notice if the subject entity satisfies the assessor that
any of the following conditions is met—

(a)

(b)

the subject entity is not a HK constituent entity
of an in-scope MNE group, whether or not
because—

(1) the subject entity is an excluded entity; or
(i) the subject entity is a HK constituent
entity of an MNE group that is not an
in-scope MNE group for the specified year;
by the filing deadline—

(i) group GIoBE filing has been effected in
Hong Kong within the meaning of section
6 of this Schedule for the MNE group for
the specified year; or

(1) group local filing has been effected within
the meaning of section 8 of this Schedule
for the MNE group for the specified year.

(3) This section applies in relation to an MNE group,
regardless of whether it is an in-scope MNE group.

5. HK constituent entity must file notice

(1) Each HK constituent entity of an MNE group must
file a written notice with the Commissioner by the
notification deadline, informing the Commissioner of
the following in respect of a fiscal year—

(a)

the name, address and business registration
number of each of the group’s HK constituent
entities, identifying among them (as
applicable)—

(i) the group’s UPE;
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(b)

(©)

(d)

(i1) the group’s designated filing entity;
(iii) the group’s designated local entity; and

(iv) a HK constituent entity that does not fall
within subparagraph (i), (ii) or (iii);

if the group’s UPE is located in a jurisdiction

other than Hong Kong—

(i) the jurisdiction in which the UPE is
located; and

(1) the name, address and business registration
number (or equivalent particulars) of the
UPE;

whether group GIloBE filing is intended to be
effected in Hong Kong, within the meaning of
section 6 of this Schedule, for the fiscal year
and, if so, the name, address and business
registration number (or equivalent particulars)
of the designated filing entity located in Hong
Kong;

whether group GloBE filing is intended to be

effected outside Hong Kong, within the meaning

of section 6 of this Schedule, for the fiscal year
and, if so—

(1) the GloBE jurisdiction in which the GloBE
information return is to be filed (non-HK
Jurisdiction); and

(i) the name, address and business registration
number (or equivalent particulars) of the
designated filing entity located in the non-
HK jurisdiction;
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)

)

(e) unless group GloBE filing is intended to be
effected in Hong Kong—whether group local
filing is intended to be effected within the
meaning of section 8 of this Schedule for the
fiscal year and, if so, the name, address and
business registration number (or equivalent
particulars) of the designated local entity;

(f) any other information relevant for determining
a HK constituent entity’s obligation to file a
top-up tax return under this Part.

A HK constituent entity of an MNE group (subject
entity) is not required to comply with subsection (1)
if, by the notification deadline, another HK
constituent entity of the group (notifying entity) has
filed a notice in accordance with subsection (1)
which—
(a) 1identifies the notifying entity as—

(1) the UPE of the group;

(i1) the designated filing entity of the group; or

(iii)) the designated local entity of the group;
and

(b) states that the notifying entity is to file the top-
up tax return, with the Commissioner, on behalf
of the subject entity and all other HK
constituent entities of the group.

In this section—

notification deadline ((EHIIAFR), in relation to a notice for

a fiscal year, means the time of expiry of 6 months
after the end of the fiscal year.
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6. Group GloBE filing

(1)

)

)

In relation to a requirement under section 3(1) of
this Schedule for a HK constituent entity (subject
entity) of an MNE group to file a top-up tax return
for a fiscal year—

(a) group GIloBE filing is effected in Hong Kong
for the MNE group for the fiscal year if the
top-up tax return is filed within the meaning of
subsection (2); or

(b) group GIoBE filing is effected outside Hong
Kong for the MNE group for the fiscal year if—

(i) the GIloBE information return for the
group for the fiscal year is filed within the
meaning of subsection (3); and

(1) exchange mechanisms are in place within
the meaning of subsection ().

A reference to group GIoBE filing to be, intended to
be or having been effected in Hong Kong, or outside
Hong Kong, for an MNE group for a fiscal year is to
be construed accordingly.

For the purposes of subsection (1)(a), a top-up tax
return for a fiscal year is filed if the UPE, or
designated filing entity, located in Hong Kong has
filed, for the MNE group for the fiscal year, a top-up
tax return in accordance with subsection (1) of
section 3 of this Schedule, without relying on
subsection (3) of that section.

For the purposes of subsection (1)(b), the GloBE
information return for the MNE group for a fiscal
year is filed if the UPE, or designated filing entity,
located in a GIloBE jurisdiction other than Hong
Kong (non-HK jurisdiction)—
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(4)

)

(a) has filed with the tax authority of that
jurisdiction a GloBE information return for the
MNE group for the fiscal year that complies
with section 10 of this Schedule; and

(b) has done so by the filing deadline of the top-up
tax return for the fiscal year and in accordance
with the laws or regulations of that jurisdiction.

In relation to an MNE group and a fiscal year, a
constituent entity (entity A) of the group (other than
the UPE) is the designated filing entity of the group
if—

(a) entity A—

(i) is appointed by the group to file, on behalf
of the group, the top-up tax return in
accordance with subsection (2) for the
fiscal year; and

(i1) 1is located in Hong Kong; or
(b) entity A—
(1) is appointed by the group to file the GloBE
information return on behalf of the group

in accordance with subsection (3) for the
fiscal year; and

(i) 1is located in a non-HK jurisdiction.
For the purposes of subsection (1)(b)(ii), exchange
mechanisms are in place if—

(a) the non-HK jurisdiction has entered into an
international agreement;

(b) by the filing deadline of the top-up tax return
for the fiscal year concerned, the non-HK
jurisdiction has exchange arrangements in effect
with Hong Kong; and
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(©)

the Commissioner has not notified the subject
entity that the non-HK jurisdiction—

(1)

(i)

has suspended automatic exchange of
GloBE information returns (for reasons
other than those that are in accordance
with the terms of those arrangements); or

has otherwise persistently failed to
automatically provide, to Hong Kong,
GloBE information returns of MNE
groups having HK constituent entities that
are in the possession of the competent
authority of the non-HK jurisdiction.

(6) In this section and section 7 of this Schedule—

competent authority (F% ¥ 7)) has the meaning given by
the international agreement concerned;

exchange arrangements (3CHR%ZPE) means arrangements
that—

(a)

(b)

are between the authorized representatives or
competent authorities of the jurisdictions to
which an international agreement applies; and

require the automatic exchange of GloBE
information returns between the jurisdictions;

international agreement ([ 175 7%) means—

(a)

(b)

the Convention on Mutual Administrative
Assistance in Tax Matters; or

any other arrangement or arrangements that—

(1)

has or have effect under section 49(1) or
(1A); and
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(ii)

by its or their terms, provides or provide
legal authority for the exchange of tax
information between Hong Kong and the
other jurisdiction or jurisdictions to which
the arrangement or arrangements applies
or apply, including automatic exchange of
the information.

7. Requirement for filing GloBE information return if
exchange mechanisms fail

(1) If—

(a) notice has been filed under section 5 of this
Schedule for an MNE group for a fiscal year
that—

(b)

()

(ii)

group GIoBE filing is intended to be
effected outside Hong Kong within the
meaning of section 6 of this Schedule; and

a GloBE information return is to be filed
in a GloBE jurisdiction other than Hong
Kong (non-HK jurisdiction); but

by the return exchange date for the fiscal year,
the competent authority of the non-HK
jurisdiction has failed to provide to the
Commissioner the GloBE information return,

the Commissioner may, by notice (Commissioner’s
notice) to one or more than one HK constituent
entity of the MNE group, require each of them to
file with the Commissioner, within 30 days after the
date of the Commissioner’s notice, a GloBE
information return for the MNE group for the fiscal
year that complies with section 10 of this Schedule.
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)

)

Each HK constituent entity of an MNE group to
whom a Commissioner’s notice is sent must comply
with the notice.

In this section—

return exchange date (3531 H #), in relation to a fiscal

year, means the date on which exchanges of GloBE
information returns for the fiscal year are due to
occur under the exchange arrangements requiring the
automatic exchange of GIloBE information returns
between Hong Kong and the non-HK jurisdiction
concerned.

Group local filing

(1)

2)

3)

In relation to a requirement under section 3(1) of
this Schedule for a HK constituent entity of an
MNE group to file a top-up tax return for a fiscal
year, group local filing is effected for the MNE group
for the fiscal year if the top-up tax return is filed
within the meaning of subsection (2). A reference to
group local filing to be, intended to be or having
been effected for an MNE group for a fiscal year is
to be construed accordingly.

For the purposes of subsection (1), a top-up tax
return for a fiscal year is filed if, by the filing deadline
of a top-up tax return for the fiscal year, the
designated local entity has filed a top-up tax return
in accordance with section 3 of this Schedule for the
group for the fiscal year.

In relation to an MNE group and a fiscal year, a
constituent entity of the group is the designated local
entity of the group if—

(a) itis located in Hong Kong; and
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(b) it is appointed by all the HK constituent entities
of the group—

(1) to file a notice for the purposes of section
5 of this Schedule; and

(i) to file a top-up tax return in accordance
with section 3 of this Schedule,

with the Commissioner on behalf of those
constituent entities for the fiscal year.

9. Filing deadline

(1)

In this Part—

filing deadline (1£3#FR), in relation to a top-up tax

2)

3)

return for a fiscal year, means, subject to subsection
(2), the earlier of the following dates—

(a) the date of expiry of 15 months after the end of
the last day of the fiscal year;

(b) if the return is required by a notice given under
section 4 of this Schedule—the date specified in
the notice.

For the transition year for filing purpose of an MNE
group, the definition of filing deadline in subsection
(1) has effect as if the reference to “15 months” in
paragraph (a) of that definition were a reference to
“18 months”.

A reference in subsection (2) to the transition year
for filing purpose, in relation to an MNE group,
means the earliest fiscal year for which a constituent
entity, joint venture or JV subsidiary of the MNE
group is subject to a qualified IIR or qualified UTPR
in Hong Kong or another jurisdiction or is subject to
the HKMTT.
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10. Requirements of GloBE information return

(1) A GIoBE information return must be filed in a
standard template that is developed in accordance
with the GloBE implementation framework and must
include the following information concerning the
MNE group (as specified, expanded or restricted in
accordance with the GIloBE implementation
framework, including through the development of
simplified reporting procedures)—

(a) identification of the constituent entities, joint
ventures or JV subsidiaries, including their tax
identification numbers (if they exist), the
jurisdiction in which they are located and their
status under the GloBE rules;

(b) information on the overall corporate structure
of the MNE group, including the controlling
interests in the constituent entities held by other
constituent entities;

(c) the information necessary to compute—

(1) the effective tax rate for each jurisdiction
and the top-up tax of each constituent
entity under Chapter 5 of the GloBE rules;

(1) the top-up tax of each standalone JV and
each member of each JV group under
Chapter 6 of the GloBE rules; and

(iii)) the allocation of IIR top-up tax, and the
UTPR top-up tax amount, to each
jurisdiction under Chapter 2 of the GloBE
rules;

(d) a record of the elections made in accordance
with the relevant provisions of the GloBE rules;
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(e) other information that is agreed as part of the
GloBE implementation framework and is
necessary to carry out the administration of the
GIloBE rules.

(2) The GIloBE information return must apply the
definitions and instructions contained in the standard
template that is developed in accordance with the
GloBE implementation framework.

11. Further requirements concerning top-up tax return and

notice

(1) Without affecting section 3(1)(a) of this Schedule, a
top-up tax return for an MNE group must contain
any information specified by the Board of Inland
Revenue.

(2) A top-up tax return filed for the purposes of this
Part for an MNE group—

(a) must be filed in the form of an electronic record
that—

(1) is sent by using a system designated by the
Commissioner; and

(1) contains the required information arranged
in a form specified by the Commissioner;
and

(b) if the return is filed because of a notice given
under section 4 of this Schedule—must be filed
in the way specified in the notice.

(3) A notice for the purposes of section 5 of this
Schedule for an MNE group must be filed—



Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups)

Clause 16

Bill 2024

C4741

“4)

©)

(6)

(7)

(a) in the form of an electronic record that is sent
by wusing a system designated by the
Commissioner; and

(b) in the way that the Commissioner specifies.

The Commissioner may designate a system for
communication with the Commissioner for the
purposes of subsections (2) and (3).

The Commissioner may, by notice published in the
Gazette, specify requirement as to—

(a) the way of generating or sending an electronic
record for the purposes of this section or any
attachment required to be given with such
electronic record;

(b) how a digital signature is to be affixed to a top-
up tax return or to a notice filed under section 5
of this Schedule; and

(c) the software and communication in relation to
any attachment required to be given with an
electronic record.

The Commissioner may, either generally or in a
particular case, accept a top-up tax return for the
purposes of this Part, despite a requirement under
subsection (2) or (5) not being complied with in
respect of the return.

The Commissioner may, either generally or in a
particular case, accept a notice for the purposes of
section 5 of this Schedule, despite a requirement
under subsection (3) or (5) not being complied with
in respect of the notice.
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12.

13.

(8)

©)

The Commissioner may, by a means that the
Commissioner considers appropriate, specify the
circumstances or conditions in or under which a top-
up tax return or a notice for the purposes of section
5 of this Schedule is to be accepted under subsection
(6) or (7).

Any notice or other thing that specifies any matter
for the purposes of this section is not subsidiary
legislation.

Other obligations

(1)

2)

)

An assessor may, by notice to a HK constituent
entity, require it to provide information for
determining whether the information furnished by
the entity in a top-up tax return is accurate and
complete.

The UPE of an MNE group must provide the HK
constituent entities of the group with everything the
HK constituent entities may reasonably require in
order to comply with the filing obligations under this
Part.

A HK constituent entity of an MNE group must
provide the UPE, designated filing entity or
designated local entity (the latter) with everything the
latter may reasonably require in order to comply with
the filing obligations under this Part.

Engagement of service provider

(1)

A service provider may be engaged for or on behalf
of a HK constituent entity—
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2)

)

(a)

(b)

for filing a specified document on behalf of the
HK constituent entity; or

if the HK constituent entity is the UPE,
designated filing entity or designated local entity
of an MNE group—for filing a specified
document on behalf of the group.

To avoid doubt, even if a service provider has been
engaged under subsection (1), none of the following
is relieved from its obligation to file the specified
document concerned—

(a)

(b)

if subsection (1)(a) applies, the HK constituent
entity for or on behalf of whom the service
provider has been engaged;

if subsection (1)(b) applies, each HK constituent
entity of the MNE group for or on behalf of
whose UPE, designated filing entity or
designated local entity the service provider has
been engaged.

In this section—

specified document (5 W 3Cf4) means—

(a)
(b)

a top-up tax return; or

a notice for the purposes of section 5 of this
Schedule.
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Part 3

Modifications to Ordinance for Administration of
Top-up Taxes in relation to HK Constituent
Entity

Division 1—General Provisions

14. Part 6C, sections 51B, 51C, 57 and 58, and Parts 10 to 13
apply subject to modifications by Part 3 of Schedule 62

For the purpose of administering top-up taxes—

(a) the modifications specified in this Part to Part
6C, sections 51B, 51C, 57 and 58, Part 10
(except sections 61, 61A and 61B) and Parts 11,
12 and 13 apply in relation to a HK constituent
entity of an MNE group;

(b) Part 9 (except sections 51B, 51C, 57 and 58)
does not apply; and

(c) sections 61, 61A and 61B do not apply.

15. Modifications—references to person, year of assessment
and returns in Part 6C, sections 51B, 51C, 57 and 58, and
Parts 10 to 13

(1) This section applies for the purposes of section 14 of
this Schedule.

(2) In a provision of Part 6C, section 51B, 51C, 57 or
58, or Part 10, 11, 12 or 13, unless otherwise
modified by this Part—

(a) a reference to a person is to be read as including
a reference to a HK constituent entity of an
MNE group;
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(b) a reference to a year of assessment is to be read
as a reference to a fiscal year;

(c) a reference to a case where a person is
chargeable to tax is to be read as including a
reference to a case where top-up tax is payable
by a HK constituent entity of an MNE group;

(d) a reference (however worded) to a return, or a
return under section 51 or 51(1) or a return
required under section 51, is to be read as a
reference to a top-up tax return; and

(e) a reference to assess is to be read as a reference
to any one or more of the following—

(i) assess for IIR top-up tax;
(i) assess for UTPR top-up tax;
(iii) assess for HKMTT,

and a reference to assessed, assessment or
additional assessment is to be read accordingly.

Division 2—Modifications to Sections

16. Modifications to section S51B (power to issue search
warrant)

(1) For the purposes of section 14 of this Schedule,
paragraphs (a) and (b) of section 51B(1) are to be
read as—

“(a) that there are reasonable grounds for suspecting
that a HK constituent entity of an MNE
group—

(i) has made an incorrect top-up tax return or
supplied false information that, if accepted
as correct, would result in the HK



Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups)

Clause 16

Bill 2024

C4751

(b)

constituent entity being assessed at an
amount of top-up tax less than the proper
amount; and

(i) has done so without reasonable excuse and
not through an innocent oversight or
omission; or

that a HK constituent entity of an MNE group
has failed to comply with an order of a court
made under section 800(6) directing it to
comply with section 3(1) or 5(1) of Schedule 62
or the requirements of a notice given to it under
section 12(1) of Schedule 62,”.

(2) For the purposes of section 14 of this Schedule,
section SIB(1AAAA) is to be read as—

“(1AAAA) For the purposes of subsection (1)(a), engaging

a service provider under section 13 of Schedule
62 does not in itself constitute a reasonable
excuse.”.

17. Modifications to section 5S1C (business records to be kept)

(1) For the purposes of section 14 of this Schedule,
section 51C(1) is to be read as requiring that a HK
constituent entity of an MNE group must—

(a)

(b)

keep sufficient records of transactions, acts or
operations relevant to the computation of top-
up tax liability of the MNE group to enable the
correctness and accuracy of the top-up tax
return filed under this Schedule to be readily
ascertained; and

retain the records at least until the expiry of 12
years after the completion of the transactions,
acts or operations to which they relate.
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18.

19.

)

)

For the purposes of section 14 of this Schedule,
records required to be kept and retained, under
section 51C(1) read with subsection (1), by a HK
constituent entity of an MNE group (subject entity)
include records in respect of any trade, profession or
business carried on by any Part 4AA entity of the
MNE group that are relevant to the ETR
computations on the basis of which the top-up tax
of the subject entity is to be computed.

Section 80 applies to a failure to comply with section
51C as modified by subsections (1) and (2) in the

same way as section 80 applies to a failure to comply
with section 51C.

Modification to section 57 (principal officer to act on behalf
of a corporation or body of persons)

For the purposes of section 14 of this Schedule, a
reference in section 57 to a corporation or body of
persons is to be read as a reference to a HK constituent
entity of an MNE group that is a corporation or body of
persons.

Modifications to section 59 (assessor to make assessments)

(1)

2)

This section applies for the purposes of section 14 of
this Schedule.

The reference in section 59(1) to “the notice requiring
him to furnish a return under section 51(1)” is to be
read as a reference to “the notice requiring the HK
constituent entity to furnish a top-up tax return
under section 3 of Schedule 62”.
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20.

(3) A reference in section 59(2)(b) or (3) to “estimate the
sum in respect of which such person is chargeable to
tax” is to be read as a reference to “estimate the
amount of top-up tax payable by the HK constituent
entity”.

Modifications to section 60 (additional assessments)

(1) This section applies for the purposes of section 14 of
this Schedule.

(2) Section 60 applies subject to this Schedule and
Schedules 60 and 61.

(3) Section 60(1) is to be read as—

“(1) Where it appears to an assessor that, for any
fiscal year, a HK constituent entity chargeable
with any top-up tax has not been assessed for
that top-up tax or has been assessed for that
top-up tax at less than the proper amount, the
assessor—

(a) may assess the entity at the amount or
additional amount of top-up tax at which,
according to the assessor’s judgment, the
entity ought to have been assessed; but

(b) may only do so within 6 years after the
later of the following—

(i) the end of the fiscal year;

(1) the time when the non-assessment or
under-assessment of the HK
constituent entity for the fiscal year
has come to the assessor’s knowledge,
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21.

22,

(4)

and the provisions of this Ordinance as to
notice of assessment, appeal and other
proceedings apply to the assessment or
additional assessment and to the top-up tax
charged under it.”.

In relation to a HK constituent entity to which the
whole or part of any top-up tax repaid has been
repaid by mistake, the reference to “6 years after the
expiration thereof” in section 60(2) is to be read as a
reference to the period of 6 years after the later of
the following—

the end of the fiscal year to which the
repayment relates;

the time when the repayment by mistake has
come to the assessor’s knowledge.

Modification to section 62 (notice to be issued by
Commissioner)

For the purposes of section 14 of this Schedule, section
62(1) has effect as if the reference to “the amount
assessed,” were omitted.

Modification to section 64 (objections)

(1) This section applies for the purposes of section 14 of

this Schedule.

(2) The reference to “1 month” in section 64(1) is to be

read as a reference to “2 months”.
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23.

24.

25.

26.

Modification to section 68 (hearing and disposal of appeals
to the Board of Review)

For the purposes of section 14 of this Schedule, the
reference in section 68(1C) to “the amount of relevant
assessable income or profits or net assessable value” is to
be read as a reference to “the amount of top-up tax”.

Modification to section 70 (assessments or amended
assessments to be final)

For the purposes of section 14 of this Schedule, a
reference in section 70 to “assessable income or profits or
net assessable value” is to be read as a reference to “top-up

2

tax”.

Modifications to section 70A (powers of assessor to correct
errors)

For the purposes of section 14 of this Schedule—

(a) section 70A applies subject to this Schedule and
Schedules 60 and 61; and

(b) the reference in section 70A(1) to “in the
calculation of the amount of the net assessable
value (within the meaning of section 5(1A)),
assessable income or profits assessed or in the
amount of the tax charged” is to be read as “in
the calculation of the amount of top-up tax
charged”.

Modification to section 79 (tax paid in excess to be
refunded)

For the purposes of section 14 of this Schedule, section 79
applies subject to this Schedule and Schedules 60 and 61.
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Division 3—Modifications to Parts

27. Interpretation of Division 3 of Part 3 of Schedule 62
In this Division—
assessed group (HFFRIZEME), in relation to an MNE
group—
(a) for UTPR top-up tax, means HK constituent
entities of the MNE group;

(b) for HKMTT, means—

(i) HK constituent entities of the MNE
group, other than those that are minority-
owned constituent entities;

(i)) HK constituent entities that are minority-
owned constituent entities of a minority-
owned subgroup of the MNE group; or

(1ii)) a HK constituent entity that is a minority-
owned constituent entity but not of a
minority-owned subgroup of the MNE
group;
specified assessment (f8W7FHL) means an assessment,
additional assessment or re-assessment made in
respect of any top-up tax.

28. Parts 10 to 13 apply subject to Division 3 of Schedule 62

For the purpose of administering top-up taxes, Parts 10,
11, 12 and 13 apply in relation to a HK constituent entity
of an MNE group, subject to the provisions of this
Division.
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29. Combined specified assessment in relation to 2 or more HK
constituent entities etc.

30.

(1)

2)

)

4

)

A combined specified assessment may be made in
respect of the UTPR top-up tax allocated to Hong
Kong and payable by HK constituent entities of an
assessed group of an MNE group.

Subject to section 31 of this Schedule, a combined
specified assessment under subsection (1) for an
assessed group of an MNE group must state the
UTPR top-up tax payable by each HK constituent
entity of the assessed group.

A combined specified assessment may be made in
respect of the HKMTT payable by HK constituent
entities of an assessed group of an MNE group.

Subject to section 31 of this Schedule, a combined
specified assessment under subsection (3) for an
assessed group of an MNE group must state the
HKMTT payable by each HK constituent entity of
the assessed group.

This section applies—

(a) whether or not group local filing is effected
within the meaning of section 8 of this
Schedule; and

(b) whether or not an election is made for the
payment by designated paying entities under
section 31 of this Schedule.

Allocation of UTPR top-up tax or HKMTT in special
circumstances

(1)

Subsection (2) applies if—
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2)

)

“4)

(a) a HK constituent entity of an assessed group of
an MNE group is chargeable to UTPR top-up
tax or HKMTT (top-up tax) under the GloBE
rules or Schedule 61 for a fiscal year; and

(b) the HK constituent entity no longer exists on
the date of filing of the top-up tax return for
the fiscal year (return-filing date).

The top-up tax chargeable on the HK constituent
entity is to be allocated among the remaining HK
constituent entities of the assessed group, as at the
return-filing date—

(a) in the case of UTPR top-up tax, in proportion
to the remaining HK constituent entities’
number of employees and value of tangible
assets in Hong Kong for the fiscal year; or

(b) in the case of HKMTT, in proportion to the
remaining HK constituent entities’ GIloBE
income for the fiscal year.

If the Commissioner is satisfied that it is
impracticable to apply the GloBE rules or Schedule
61 with respect to the allocation of top-up tax in a
particular case, the Commissioner may allocate the
top-up tax in a manner that the Commissioner
considers reasonable in the circumstances.

This section does not apply to the HK constituent
entities of an assessed group of an MNE group for a
fiscal year if the filing constituent entity has made an
election for the assessed group for payment by
designated paying entities under section 31 of this
Schedule in the top-up tax return.



Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups)
Bill 2024

Clause 16 C4767

31. UTPR top-up tax or HKMTT of assessed group may be
paid by designated paying entities

(1) If—
(a) either—

(i) group GIloBE filing is effected in Hong
Kong (within the meaning of section 6 of
this Schedule) for an MNE group for a
fiscal year, and the UPE or the designated
filing entity (within the meaning of section
6(4) of this Schedule) of the MNE group
makes an election in writing; or

(1) group local filing is effected within the
meaning of section 8 of this Schedule for
an MNE group for a fiscal year, and the
designated local entity (within the meaning
of section 8(3) of this Schedule) of the
MNE group makes an election in writing;

(b) one or more than one HK constituent entity is
designated for payment of any UTPR top-up
tax or HKMTT (top-up tax) of an assessed
group of the MNE group (each a designated
paying entity); and

(c) if there are 2 or more designated paying
entities—the amount of top-up tax that each
designated paying entity is to pay is specified in
the election,

an assessor may make an assessment or assessments
on the designated paying entity or entities, instead of
making assessments on all HK constituent entities of
the assessed group on whom the top-up tax would
have been chargeable had this section not been
enacted.
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)

“4)

If any assessment or assessments is or are made
under subsection (1) on the designated paying entity
or entities, top-up tax of the assessed group of the
MNE group for the fiscal year is payable by the
designated paying entity or entities as directed in the
assessment or assessments.

A HK constituent entity (entity P) of an MNE group
may be a designated paying entity in an election
under subsection (1) for a fiscal year, if—

(a) entity P was a HK constituent entity of the
assessed group of the MNE group for the fiscal
year, and remains a HK constituent entity of
the assessed group as at the date of filing of the
top-up tax return for the fiscal year;

(b) entity P has consented to its being the
designated paying entity for the amount of the
UTPR top-up tax or HKMTT (as the case
requires) specified, in relation to it, in the
election; and

(c) all the HK constituent entities of the assessed
group have consented to the designated payment
arrangements specified in the election.

However, a HK constituent entity of an assessed
group of an MNE group may not be a designated
paying entity, for any top-up tax of an assessed
group of an MNE group for a fiscal year, in an
election under subsection (1) if—

(a) where it is a partnership—

() the constituent entity has been dissolved;
or
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)

(6)

(i) any of its partners has become bankrupt,
or has entered into a voluntary
arrangement within the meaning of the
Bankruptcy Ordinance (Cap. 6) with his or
her creditors; or

(b) where it 1is a corporation—winding up
proceedings have been commenced in relation to
the constituent entity or the constituent entity
has been dissolved.

An election under subsection (1)(a)(i) or (ii) is an
annual election and is irrevocable.

A consent given for the purposes of subsection (3)(b)
or (c) is irrevocable.

Objection to combined specified assessment

(1)

2)

A specified assessment of any top-up tax payable by
a HK constituent entity (assessed entity) of an MNE
group may only be objected to under section 64 by—

(a) the HK constituent entity that has filed a top-
up tax return required under this Schedule; or

(b) the assessed entity.

No objection may be made under section 64 to a
combined specified assessment, with respect to the
allocation of any UTPR top-up tax or HKMTT
(top-up tax) among the HK constituent entities of an
assessed group of an MNE group if—

(a) the top-up tax of the assessed group under the
combined specified assessment is payable by
designated paying entities under section 31 of
this Schedule; and
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(b) the acceptance of the objection would not result
in a change in the total amount of top-up tax
payable wunder the combined specified
assessment.

(3) An objection made to a combined specified
assessment by any of the HK constituent entities of
an assessed group of an MNE group under section
64, as modified by this Part—

(a) 1is to be regarded as made, under that section as
so modified, by all the other HK constituent
entities of the assessed group; and

(b) may be disposed of accordingly.
(4) In this section—

combined specified assessment (5 1FH8PHFEFL) means a
combined specified assessment made under section
29(1) or (3) of this Schedule on HK constituent
entities of an assessed group of an MNE group.

Joint and several liability if designated paying entity
defaults

(1) If any amount of the UTPR top-up tax or HKMTT
(top-up tax) of an assessed group of an MNE group
for a fiscal year is payable by a designated paying
entity under section 31 of this Schedule, but the
amount is not paid in the manner directed in the
notice of assessment concerned by the date specified
in the notice—

(a) the amount of the top-up tax is taken to be in
default;

(b) the designated paying entity is taken to be a
defaulter of the amount of the top-up tax for
the purposes of this Ordinance; and
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€)

(4)

(c) without affecting paragraphs (a) and (b)—

(1) all linked entities become jointly and
severally liable for the total amount of the
top-up tax of the assessed group that is
not paid; and

(i) the Commissioner may issue a notice to
any linked entity (recipient) requiring the
recipient to pay, by a date and to an extent
specified in the notice, the amount of the
top-up tax not paid, referred to in
subparagraph (i).

In relation to a notice under subsection (1)(c)(ii) in
respect of the top-up tax of an assessed group of an
MNE group for a fiscal year (taxable year), a linked
entity is each entity or permanent establishment
that—

(a) 1is a HK constituent entity of the assessed group
when the notice is issued; and

(b) was at any time in the taxable year a HK
constituent entity of the assessed group.

If the total amount of the top-up tax not paid
referred to in subsection (1)(c) is not fully recovered
by payment in the manner directed in the notice
under subsection (1)(c)(ii) by the date specified in the
notice, the recipient of the notice (or, if 2 or more
notices are issued under subsection (1)(c)(ii), the
recipient of each notice) is taken to be a defaulter of
the top-up tax for the purposes of this Ordinance.

For a notice under subsection (1)(c)(ii) in respect of
any liability for top-up tax based on any assessment,
determination or other decision—



Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups)

Clause 16

Bill 2024

C4777

34.

)

(6)

(a)

(b)

the recipient of the notice has no right to object
to, or appeal against, the assessment,
determination or decision; and

the notice is not a specified assessment on the
recipient and is not to be objected to, or
appealed against, as such.

Subsection (4)—

(a)

(b)

does not affect any right to appeal against any
assessment, determination or decision that the
recipient may have without regard to the notice
under subsection (1)(c)(ii); and

does not prevent the recipient from disputing
liability under the notice on the ground that—

(1) the recipient is not a linked entity within
the meaning of subsection (2); or

(1) the amount specified in the notice exceeds
the extent to which the recipient is jointly
and severally liable under subsection (1)(c).

The top-up tax payable under a notice under
subsection (1)(c)(ii) by its recipient is recoverable by
all means provided in this Ordinance against the
recipient as tax payable under an assessment made
against a person is recoverable against the person.

Division 4—Miscellaneous

Application of obligations if HK constituent entity is not
corporation or is permanent establishment

(1)

In relation to a HK constituent entity of an MNE
group that is not a corporation, Parts 6C, 9, 10, 11,
12 and 13, as modified by this Part, apply to a
person who acts for the HK constituent entity or is
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responsible for the management of the HK
constituent entity as if the obligations imposed on
the HK constituent entity by those Parts, as so
modified, were imposed on the person.

In relation to a HK constituent entity of an MNE
group that is a permanent establishment of a main
entity, Parts 6C, 9, 10, 11, 12 and 13, as modified by
this Part, apply to the main entity as if the
obligations imposed on the HK constituent entity by
those Parts, as so modified, were imposed on the
main entity.

Part 4

Application of this Schedule to MNE Group
Entities other than HK Constituent Entities

35. Application to HK standalone JV and HK member of JV
group

(1)

2)

)

This Schedule applies to a HK standalone JV of an
MNE group in the same way as it applies to a HK
constituent entity of an MNE group.

This Schedule applies to HK members of a JV group
of an MNE group in the same way as it applies to
constituent entities of an MNE group.

For the purposes of Division 3 of Part 3 of this
Schedule as applied under this section, the definition
of assessed group in section 27 of this Schedule is to
read as—

“assessed group (WETBILEE]), in relation to
HKMTT, means—
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(a) HK members of a JV group of an MNE
group; or

(b) a HK standalone JV;”.

36. Application to Part 4A A stateless constituent entity

(I) This Schedule applies to a Part 4AA stateless
constituent entity of an MNE group in the same way
as it applies to a HK constituent entity of an MNE
group.

(2) For the purposes of Division 3 of Part 3 of this
Schedule as applied under this section, the definition

of assessed group in section 27 of this Schedule is to
read as—

“assessed group (BLFFHILEM), in relation to
HKMTT, means a Part 4AA stateless
constituent entity;”.
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Explanatory Memorandum

Paragraph 1

C4835

Explanatory Memorandum

The objects of this Bill are to amend the Inland Revenue
Ordinance (Cap. 112) (IRO)—

(a)

(b)

to implement the international tax reform proposals
to address the base erosion and profit shifting risks
arising from digitalization of economy by introducing
a global minimum effective tax targeting certain large
multinational enterprise groups (MNE groups); and

to implement a domestic minimum top-up tax for the
purpose of safeguarding Hong Kong’s taxing rights
on those groups and their members.

2. The main provisions of the Bill are as follows—

(a)
(b)

(©)

clause 8 adds a new Part 4AA (new sections 26AD
to 26AH) to the IRO;

the new sections 26AD and 26AE introduce new
Schedules 60 to 63;

in the new Schedule 60—

(i) Part 1 reproduces most provisions of the
OECD/G20 Base Erosion and Profit Shifting
Project: Tax Challenges Arising from the
Digitalisation of the Economy—Global Anti-
Base Erosion Model Rules (Pillar Two)
published on 20 December 2021. They consist
of the income inclusion rule (ZIR) and the
undertaxed profits rule (UTPR) under which an
MNE group meeting the annual consolidated
revenue threshold must pay a top-up tax on its
income arising in a jurisdiction where it operates
if the effective tax rate falls below a minimum
level (currently, 15%);
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Paragraph 3

C4837

(d)

(e)

(®

(i) Part 2 makes minor modifications to those rules
in that Part 1; and

i) Part 3 provides for the transitional and
p .
permanent safe harbours to reduce compliance
burden;

the new Schedule 61 contains provisions for charging
a domestic minimum top-up tax, known as the Hong
Kong minimum top-up tax (HKMTT) to safeguard
Hong Kong’s taxing right. The HKMTT is fully
creditable against the top-up tax imposed under the
IIR;

the new Schedule 62 contains provisions on the
administration of the IIR and UTPR top-up taxes
and HKMTT, including—

(1) requirements for the filing of returns and
notices and provision of information relevant to
the determination of liability for any top-up
taxes; and

(i) provisions modifying provisions of the IRO in
their application in relation to top-up taxes; and

the new Schedule 63 lists out the commentaries,
administrative guidances and related documents
published by the Organisation for Economic
Co-operation and Development which are to be
given effect to in a way that supplements, and
clarifies the interpretation and operation of, the new
Part 4AA and Schedules 60 to 62.

3. Clause 13 adds new sections 800 to 80R to, and clauses 14 and
15 amend existing sections in, the IRO to create offences for
non-compliance with obligations under the new Schedules.
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4. The Bill also makes minor textual amendments to the IRO

(clauses 5, 10 and 11).
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