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The provisions in relation to the Foreign-sourced Income Exemption (“FSIE”) regime under the Inland Revenue Ordinance
(Cap. 112) (“IRO”) had first been introduced by the Inland Revenue (Amendment) (Taxation on Specified Foreign-sourced
Income) Ordinance 2022, and were subsequently amended by the Inland Revenue (Amendment) (Taxation on Foreign-sourced
Disposal Gains) Ordinance 2023. Under the FSIE regime, specified foreign-sourced income (i.e. interest, dividend, disposal
gain and intellectual property (“IP”’) income) accrued to a member of an MNE group (“MNE entity”’) (Note 2) carrying on
a trade, profession or business in Hong Kong is to be regarded as arising in or derived from Hong Kong and chargeable to
profits tax if it is received in Hong Kong. However, certain types of specified foreign-sourced income (i.e. interest, dividend
and non-IP disposal gain) accrued on or after the following dates will continue to be exempt from profits tax if the recipient
entity meets the economic substance requirement specified in section 15K of the IRO:
(a) 1 January 2023 — specified foreign-sourced income that is interest, dividend or equity interest disposal gain (Note 9) ;
(b)  1January 2024 — specified foreign-sourced income that is non-IP disposal gain (other than equity interest disposal gain)

(Note 9).

If the subject matter of the ruling sought only relates to the economic substance requirement specified in section 15K of the
IRO, the applicant is not required to provide a draft ruling.
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“MNE group” means a group that includes at least one entity or permanent establishment that is not located or established in
the jurisdiction of the ultimate parent entity of the group. “MNE entity” means a person that is, or acts for, an MNE group or
an entity included in an MNE group.
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“Specified foreign-sourced income” means any interest, dividend, disposal gain (Note 9) or income from intellectual properties

arising in or derived from a territory outside Hong Kong, but does not include:

(a) any interest, dividend or non-IP disposal gain (Note 9) that accrues to a regulated financial entity (Note 4);

(b) any interest, dividend or non-IP disposal gain (Note 9) that accrues to an entity the assessable profits of which are
chargeable to tax at the rate specified in a concession provision (as defined by section 19CA) other than section 14A(1)
of the IRO;

(¢) any interest, dividend or non-IP disposal gain (Note 9) that accrues to an entity that is exempt from tax chargeable in
respect of its assessable profits under section 20AC, 20ACA, 20AN or 20A0 of the IRO;

(d) any interest, dividend or non-IP disposal gain (Note 9) that accrues to an entity that is a ship-owner and has any exempt
sums excluded under section 23B(4AA) of the IRO from the amount of relevant sums earned by or accrued to the entity;
or

(e) any non-IP disposal gain (Note 9) that accrues to a trader (Note 5),

and is derived from, or is incidental to:

(i) for an entity in (a) above — the entity’s business as a regulated financial entity;

(i) for an entity in (b) and (c) above — the activity that produces the assessable profits to which the tax concession or
exemption applies;

(iii) for an entity in (d) above — the activity that produces the exempt sums;

(iv) for an entity in (e) above — the entity’s business as a trader.
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“Regulated financial entity” means:

(a) aninsurer (as defined by section 2(1) of the Insurance Ordinance (Cap. 41)) authorized under that Ordinance, Lloyd’s or
an approved association of underwriters;

(b) an authorized institution as defined by section 2(1) of the Banking Ordinance (Cap. 155); or

(c) anentity licensed under Part V of the Securities and Futures Ordinance (Cap. 571) to carry on a business in any regulated
activity as defined by Part 1 of Schedule 5 to that Ordinance.
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“Trader” means an entity that sells, or offers to sell, property in the entity’s ordinary course of business.
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Specified foreign-sourced income is considered as accrued to an MNE entity when it is recognised in the accounts of the entity
in accordance with the applicable accounting principles.
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For an individual application made on behalf of an applicant, the representative must have the written consent of the applicant.
For a group application made on behalf of an applicant for itself and other entities of the MNE group it belongs to in Hong
Kong (collectively referred to as “Relevant Entities”), the representative must have the written consents of all the Relevant
Entities.
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Conditions for group application are as follows:

(a) the specified economic activities (Note 14) of the applicant and other Relevant Entities are outsourced to one outsourced
entity under a single service agreement (“the Service Agreement”);

(b) the applicant or the representative must have the written consents of the other Relevant Entities for the group application;

(c) acopy of the Service Agreement should be submitted together with this supplementary form; and

(d) the written consents must be supplied to the Commissioner on request.
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“Disposal gain” means any IP disposal gain or non-IP disposal gain. “IP disposal gain” means any gain or profit derived from
the sale of intellectual property. “Non-IP disposal gain” means any gain or profit derived from the sale of property, but does
not include IP disposal gains. “Equity interest disposal gain” means any gain or profit derived from the sale of equity interests
(other than partnership interests) in an entity. “Property” means any movable property or immovable property.

A R B MU A Bl S H R SRR SR ] - ASERRERR A T 40,000,000 - JREEFEHHARAAYFEH -
Please select the range of estimated total annual amount of specified foreign-sourced income. If the estimated total annual
amount is over $40,000,000, please also state the relevant amount.
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A 6-digit industry code of the Hong Kong Standard Industrial Classification (version 2.0) maintained by the Census and
Statistics Department (“C&SD”) should be stated. For the index of industry codes, please refer to C&SD’s website
(www.censtatd.gov.hk). Ifthe entity engaged in more than one business activity, please state the industry code with reference

to the principal business activity of the MNE entity. Ifthe entity is a pure equity-holding entity (Note 12), please state “642000”
as the industry code.
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“Pure equity-holding entity” means an entity that:
(a) only holds equity interests in other entities; and
(b) only earns dividends, equity interest disposal gains and income incidental to the acquisition, holding or sale of such
equity interests.
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A pure equity-holding entity must comply with every applicable registration and filing requirement under the following
Ordinances:

(a) the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32);

(b) the Limited Partnerships Ordinance (Cap. 37);

(c) the Business Registration Ordinance (Cap. 310);
(d) the Companies Ordinance (Cap. 622).
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“Specified economic activities” means:

(a) inrelation to an MNE entity that is a pure equity-holding entity (Note 12) — holding and managing its equity participations
in other entities;

(b) in relation to an MNE entity that is not a pure equity-holding entity — making necessary strategic decisions in respect of
any assets the entity acquires, holds or disposes of; and managing and bearing principal risks in respect of such assets.


http://www.censtatd.gov.hk/
http://www.censtatd.gov.hk/en/
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If the specified economic activities are carried out partly by the applicant itself and partly by an outsourced entity, put “v" in

both boxes in Item 3.3.6 of Part 3.
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The aggregate number of pure equity-holding entities and non-pure equity-holding entities should be the same as the total
number of Relevant Entities listed in Annex to Data Form (Group Application).



