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means the total value of the investee entity’s assets. 



In applying the above formula, section 11(3) of Schedule 17K to the IRO provides that each of the following items 
(each a “specified item’s value”)— 

the value of any specified immovable property of the investee entity or another entity; 

the value of any direct or indirect beneficial interest, or any direct or indirect voting rights, of the investee entity; 

the total value of the investee entity’s assets, 

is to be calculated in accordance with the following formula: 

C + D 
2 

where: 

means the specified item’s value as at — 

● the end of the investee entity’s relevant basis period; or 

● the time of the specified disposal. 

The value of a direct or indirect beneficial interest, or direct or indirect voting rights, of the investee entity in 
another entity that is attributable to any specified immovable property of the other entity is the value arrived at by 
multiplying— 

the percentage representing the extent of the direct or indirect beneficial interest, or direct or indirect voting 
rights, of the investee entity in the other entity; by 

the value of the specified immovable property. 

In relation to an onshore disposal gain that an investor entity derives from a disposal (subject disposal) of equity 
interests (subject interests) in an investee entity, the equity holding conditions are met for the subject disposal of 
the subject interests if: 

the investor entity has held the subject interests throughout the reference period (Note 21); and 

the subject interests by themselves, or together with certain other equity interests in the investee entity 
also having been held by the investor entity and/or its closely related entity/entities (Note 23) throughout 
the reference period, constitute qualifying interests (Note 22) in the investee entity. 

“Reference period”, in relation to a disposal of equity interests, means the continuous period of 24 months 
immediately before the date of the disposal (as defined in section 1(1) of Schedule 17K to the IRO). 

Section 1(3) of Schedule 17K to the IRO provides that equity interests in an investee entity constitute qualifying 
interests in the investee entity if the interests, in aggregate, entitle the holder of the interests to at least a 15% 
share in the profits, capital or reserves of the investee entity. 

Section 2(1) of Schedule 17K to the IRO provides that an entity is a closely related entity of another entity if one 
of them has control (Note 24) over the other or both of them are under the control of the same entity. 

Section 2(2) of Schedule 17K to the IRO provides that an entity (entity A) has control over another entity (entity 
B) if: 

entity A has more than 50% of direct or indirect beneficial interest in, or in relation to, entity B; or 

entity A is directly or indirectly entitled to exercise, or control the exercise of, more than 50% of voting 
rights in, or in relation to, entity B. 

25. 

26. 



                   
                   

                

                   
                   

                 
                     

                      
                   

                     
                

                       
                   

                 

                 
           

                 
                  
                
                  
                     
                    

                    
                   

 

                      
               

        

                  
 

                  
                  

   

          

                   
              

                   
                 

                  
   

          

                  
                  

                  
      

                   
                  

                  
 

                     
                 

                    
                  
                  

27. Section 6(1) of Schedule 17K to the IRO provides that a disposal of equity interests (subject interests) in an 
investee entity by an investor entity is a disposal of long-held left-overs from a section 5(2) disposal if: 

before disposal of the subject interests, other equity interests in the investee entity were disposed of by the 
investor entity (earlier disposal); 

the earlier disposal was a section 5(2) disposal (Note 28); and 

the equity holding conditions (Note 20) were met for the earlier disposal on the basis (among other things) 
that the subject interests had been held by the investor entity throughout the reference period (Note 21) in 
relation to the earlier disposal and constituted a part of the qualifying interests (Note 22) in the investee 
entity in relation to the earlier disposal. 

28. “Section 5(2) disposal”, as defined in section 6(2) of Schedule 17K to the IRO, means a disposal of equity 
interests to which section 5(1) of Schedule 17K applies on the basis that the equity holding conditions (Note 20) 
are met for that disposal of those interests within the meaning of section 5(2) of Schedule 17K. 

29. Where there are more than one earlier disposal in tranches, the latest earlier disposal that is a section 5(2) 
disposal would be counted for the purpose of considering the 24-month time limit as mentioned in Note 26. 

Equity interests (specified equity interests) held by an investor entity or its closely related entity (collectively as 
“holding entity”) are regarded as trading stock from the first day of the basis period for a year of assessment if 
any profit, gain or loss (e.g. unrealised fair value gain or loss, or provision for diminution in value) in respect of the 
specified equity interests has been brought into account for tax purposes (Note 31) for the year of assessment. 

Where the specified equity interests were acquired by the holding entity together with other equity interests on 
the same occasion, the specified equity interests are regarded as trading stock— 

from the first day of the basis period for a year of assessment if any profit, gain or loss (not arising from a 
disposal) (e.g. unrealized fair value gain or loss, or provision for diminution in value) in respect of any of 
those other equity interests has been brought into account for tax purposes for the year of assessment; or 

from the date of disposal if any profit, gain or loss arising from a disposal of any of those other equity 
interests on that day has been brought into account for tax purposes for a year of assessment. 

For the purposes of the Scheme, equity interests are to be disregarded during the period that they are regarded 
as trading stock (disregarded period), i.e. not to constitute any part of the relevant period or the qualifying 
interests for meeting the equity holding conditions. Please see Note 32 on appropriation of trading stock for a 
non-trade purpose. 

A sum has been brought into account for tax purposes for a year of assessment if the sum has been brought into 
account for computing the holding entity’s assessable profits or losses for the year of assessment under— 

an assessment made on the holding entity that has become final and conclusive under section 70 of the 
IRO; or 

a computation of losses issued to the holding entity. 

For any equity interests which are regarded as trading stock as mentioned in Note 30, the equity interests will 
cease to be regarded as trading stock on the date of the appropriation if: 

the equity interests are appropriated for a non-trade purpose; and 

the holding entity has the amount that the appropriated equity interests would have realized, if sold in the 
open market on the date of the appropriation, brought into account as a receipt in accordance with section 
15BA(2) of the IRO. 

If any equity interests held by you or your closely related entity/entities which, in aggregate, constituted qualifying 
interests in the investee entity in relation to the subject disposal were/had been regarded as trading stock (i.e. 
specified equity interests), you should provide details of each holding entity and their respective specified equity 
interests held in relation to the subject disposal in Table B. Please also specify the disposal number (e.g. 
Disposal 1 or Disposal 2) of the subject disposal in Table B for identification. Details of up to 15 specified equity 
interests can be provided in this form. In case there are more than 15 specified equity interests, please provide 
details of the remaining specified equity interests in the same format on a separate sheet. In the separate sheet, 
please add your file number, year of assessment concerned and a remark “Additional” and sign at the bottom of 
the sheet. 

You must export the filled form to XML file and upload the XML file via the eTAX services under GovHK for 
submission. If you do not choose to submit Profits Tax Return through electronic filing or semi-electronic filing, 
you have to print and sign a paper Control List (containing details of the XML file uploaded and QR code) 
generated by the eTAX services for submission together with the Profits Tax Return in order to complete the 
submission process. The Control List of this form must be signed by the same person signing the tax return. 


