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2025 SERVICE SYNOPSIS

GLOBAL TAX COMPLIANCE - GENERAL ADVICE

Hong Kong CPA is not allowed nor suitable to give practical advice in overseas tax
compliance, but more and more clients are coming across global tax compliance issues in
recent years. Those clients should seek relevant overseas’ local tax advisers to resolve their
gueries. Our common general advice is as follows-

® Hong Kong does not have capital gain tax, gift tax, worldwide tax, withholding tax
(deemed as final tax) and estate duties (death/ inheritance tax), but many overseas
countries have those kinds of taxes and calculating at unexpected ways, e.g. capital
gain tax calculated at the difference between the current disposal value and the original
acquisition amount of which is not the merely value at the point of obtaining ownership
or effective date of immigration.

® Non-compliance of tax reporting or disclosure obligations in many overseas countries
are of criminal offence and subject to very high penalty, even no tax payments be liable
for after the reporting.

® Tax obligations do not just arise from nationality, identity or alike recognition (e.g. US
green card), but also the status inherited from parents, permanent establishment (PE)
and number of days (e.g. over 183 days pa or on average) stating in the countries.

® For doing business with overseas countries, overseas tax obligations can also arise,
even if the client does not have subsidiary or branch in those countries. For example, if
one client sells goods via the internet to one state in US with an accumulated amount
more than US$250k or 200 transactions, the client may have already been exposed to
US tax, even though no subsidiary or branch be set up in US.

® The same business or transaction may be subject to more than one kind of tax, e.g.
country level tax and local level tax.

® Custom duty is also one key of international tax and it in fact affects the tax
determination in transfer pricing transactions. For example, in order to reduce custom
duties payment, the service costs are not absorbed in the goods costs and such service
costs may not be recognized as income tax deductible amount due to unable to satisfy
the TP challenges.

® Passive income (e.g. distribution, dividends & interests) are subject to Withholding Tax
(say US:30%) of which higher than Corporate tax (say US:21%) or Individuals tax (say
US:10-37%), this may be why FACTA & CRS compliance demanding the segregation
in reporting of passive income entity and active income entity.
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Active income does not mean whether the entity is dormant or active, it means income
being generated from non-passive activities or transactions or something else. It means
a dormant company can be classified as active income entity (At least in the past, the
entity had active income). Therefore, dormant companies should not be automatically
reported as Passive Income Entity.

Overseas tax returns MUST not be signed-out, unless clients have ascertained that
there are real obligations to do so. The data to be filled in those tax returns, if really
required, must be very accurate for protecting the subsequent right in claiming back
withholding tax or tax deductions or credits under tax treaty.

In foreign securities or funds investment, the investors may be subject to the overseas
tax compliance obligations, e.g. For private equity fund investments, the fund

partnership/ operating agreement must be checked out.

® Re-thinking of key factors for taxability in Hong Kong

KEY HK Source Trading (carrying on | Revenue or Capital
FACTORS | (location of) a business) Nature
Key *Operation test *Badges of trade *Badges of trade
Conditions | *Customers & Suppliers | *Deeming in law *QOriginal intention
*Management *Non-trading
*Provision of credit passive income
Challenges | *Global compliance & *Reporting & *Capital gain
source disputes disclosures exemption at risk
*VVague & misconception | *Governing bodies *Exposure to high
*Unawareness to tax rate or amount
tax liabilities
Risky High & increasing Higher risk of double | *High & Significant
Level taxed, calculation, *No time bar
period, penalty &
extent

BEPS PILLAR TWO TAX OBLIGATIONS

Members of Multinationals with Revenue more than Euro 750m is subject to a global minimum
tax at least at an effective tax rate 15% per Jurisdiction basis, i.e. not only calculating on each
entity’s own performance and financial position, but also considering other group members’
data in the same Jurisdiction. Top-up taxes may be liable to pay for the group’s shortage of
lower than 15% tax payment, and liable to report and disclose the relevant tax obligations.
Each client must consult with its ultimate holding company to ascertain the proper compliance

with BEPS Pillar Two international tax reform.
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ILLUSION OF NON-TAXABLE IN HONG KONG
Frequent buying & selling OF AND speculative-intended dealing OF securities and real
properties are taxable in Hong Kong, despite long-period of ownership. Badges of trade

analysis being applied to determine the HK taxability, unless-

® Approved as Qualifying Equity Interests (Ord. No. 33 of 2023)

® Approved as various Investment Fund regimes & obtaining tax-exemption
® Approved as Family Offices

LIQUIDITY AND IMPAIRMENT

Financial health and impairment loss estimation are two key management risk assessment
factors in 2024 onwards, in view of the continuous downturn in Hong Kong economy. It is not
only a global & local economic issue, but also a financial & liquidity issue, which may bring
about downsizing of business and suffering in transaction price merely due to shortage of
funds source in market.

LSP AND LEAVES OBLIGATIONS

The abolition of MPF offsetting arrangement will take effect on 1 May 2025, it may affect the
client’s sufficiency in carrying provision amount for employee obligations, in particular of the
common market losses in many MPF funds. The effects of accounting estimation should be
reviewed as soon as possible before the end of reporting. Accumulated leave balance
obligations should be considered, especially if many employees have not taken long-holidays
leaves in the COVID-period.

AML INFORMATION RENEWAL

Despite knowing clients a long period ago, we are professionally governed by KYC & AML
regulations, which demand our periodic update (say, 3 year-period) of each client’s identity
information (verifying ID & address proof) and having face-to-face meetings from time to time
to ensure instructions being given by right person. We understand that it is a nuisance to
many clients and would minimize the unnecessary procedures as far as possible.
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RENTAL INCOME & LEASE DISCLOSURE OBLIGATIONS

Highly likely uncollectible rental income is not required to recognize as Revenue (and then
impaired the rent receivables) in company accounting, but Hong Kong Property Tax Return
reporting, the full amount of rental income based on the lease agreement should be reported
together with the bad debts.

Surrender or rent reduction agreement had better be proved by written document between
landlord and tenant to avoid subsequent disputes and accounting uncertainties.

Obligations and rights on non-cancellable leases are required to disclose, provided that the
relevant tenancy agreement has been signed (at or before the reporting date), stamped
(duties paid & legally enforceable) and kept valid, otherwise it need not be considered in
disclosures.

SPECIFIED FOREIGN-SOURCED INCOME

Legal Entity Recipient, who carrying on business in Hong Kong, of specified foreign-sourced
incomes (interest, dividend, disposal gain & IP income) may be tax chargeable in Hong Kong,
if it is identified as a Multinational Enterprise (MNE) Group member (including its Acting-For-
Agent) with another group member or branch (being a permanent establishment) located in
another jurisdiction, unless it is exempted or relieved or credited via tests of (1) Economic
Substance in Hong Kong, (2) Participation, (3) Regulated Financial Entity, (4) Trader status,
(5) Intra-Group Transfer Relief or (6) other applicable law & regulations.
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2025 BRIBHE

ERMHER(—RER)
EEIMEAMAAFENEEEBIMIBERTHREERER BIEFER BRKESEF
BRI EHMBFEROEE. ELEFBZESRAMEBIINEHORTER SRR MIIAZER.
FIR— AR T -

o FEAFEAEER BTHR SBKW AR (GERELR) MEER, EBRIZEINE
REAEEENNRBEENEARNTRETER, flu, EAGEREUEFTNTHER
BEHRFEREBEEBNZEETHE, TAEMBRENBABNEETE.

® FHHZEINEIR, NMETFRBRENINEERFBANEILEAEIRES, BIEERREAR
SRR

o MBEVAEERELBEE. SHIBEUNRY (FlaxEsEgFR) EEERISGHE
BRI, BEE (PE) MAZBEEEMNRE (HlanEEE1R 183 X F1Y)

o HNEEIERFERER MFEFEFAEMEETEEFATRN AT, bt ELBEI
WRRETS. BN, MR—EFFEBIHERXERZEANEERTR HRTHESELS
25 BERITHX FiBiB 200 K, EZEFRMESBERBRILF AN ZH#E, th
FEEHEEERINES,

® [E—(BAXFHURTEHMZIERE, FINBRBMBAMITRRT.

¢ FMEBERKNMEz— TERLEEZEZRTEISTHREE. i, BT
DR AT, BRIFBARHEI NEY A BZ RIS A BN E LM &SR S BN Em T
BENRERRFERR AP SIS,

® WEIIAN (Flan/nik. BREMFL) FHMTEINR (B 30%), SKRAZTFM (EE 21%)
HEEATR (EE 10-37%), iE5zFE FACTA 1 CRS AR EREZHRTESHEILA
ERMNFHUATENERER.

® IFEFHRALEKRZERIZAREREREN TERZWAEERIERIEFHN X H 5 Hib
AEEENBRN KEEASTUESFMNATBIRANER (ELEBELE ZERFEHRAN).
ALk, KREEASAEEEHREAEBRNERS.

o RIXFHTHERZRBELEM BRFERZBEINMAMBRR. NEREREEREYT
R ERIREE, RIAEIERE EHEES DRERERBRIUGEZEFENRIRBR AR E
HIRER

® HFHREBINELFIESE, RESTRBTETBEBINMIBERES. 610, RKENERER
&, WEASHESAY/EEHE.

Room 1905, 19/F, Olympia Plaza, 255 King’s Road, North Point, Hong Kong email@tklo.com.hk www.tklo.com.hk
BBt AT B 255 %,i@]’gfﬂfé, # 19 # 1905 £ Tel +852 2544 2323 Fax +852 2543 9762


mailto:email@tklo.com.hk

o ENTFEBEMNMEREER

GEASES BAKR (rth) |85 (KEXH) WMAREARMNTE
BASR I EVERIE “BPRE B HRE
+R B &R EERBE IR
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HER ~EIRE R RLRF | RS IR ~EARIBEHR LR
% ~EIRHENE JE Bz
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JE Bz 4R 7 = HE LEHNRERKS, | SEEEN
=tE BIR SRR E | LB RERE
£

MERFFEER (BEPS) F_XHMUKED

N8I 7.5 RER TS BlA S i B A RBMNE IR R IRTRE,

BEEVEERENA IR

357 Zs 7|\
KED

B 15%. BIMERFEERE SNXERRNMHINL, MEARFER—EEHERNNAEME
B BRVEHR. EEA RHWARK DB TR 15%AYARTRER O, I B /& 9E B sRANK FE AR BA Y
MR, BEEFLAEHARKZERAS, MREARHIEHEEST BEPS 5 - XAEBBRRINXK
£

EBRBNER
REEEESMAHENLRENRZETERTUMALSTINUAE, BEFTHMEER
BRRk. BEZREDTEAREESBNEMRMN, BRIE-

o Bt AR (2023 58 33 5RES)

® EBHARSBREESFEIESRR

® BHMBFIKRIAE

mENE R RE

ERBFRLEEFERE, MBREFEMBERKIEGE 2024 £R AW ERMENEREEFE
R, EMERERMMTALELE, E2—ESHAREMNEE, FESRBETIHEEEK
RIGEE O] IUH R X RIERE R IR X 5 ERZIE.

Room 1905, 19/F, Olympia Plaza, 255 King’s Road, North Point, Hong Kong email@tklo.com.hk www.tklo.com.hk
BBt AT B 255 %fb[%]’?’fifé, # 19 # 1905 £ Tel +852 2544 2323 Fax +852 2543 9762


mailto:email@tklo.com.hk

REIBRHE EANRER

SBREHERANR 2025 F 5 A 1 HRUE, EUREFERFHERETEGENRREN,
LTHEHZRREESERRIMHNEL BAERSHERIIBRNBFEAH S ENY
&, BERRERRNBRRERD, LHIEERBEHETFZEILIFHRER.

¥z AR Sk

BEBFIREADBEES, EHRFINARZ KYC FAMLERNFEEXAR, BLEREKRKZME
i (a3 F) EFBEEFNSMNEE BRESMNZEMBUTH) | FAREHETEY
B RS THEENA RS, MEREHF SRR —ERE ELagRT
B D AR ENIERF.

MHEWN R FHL%E IE BT
1BE TR E AR NS MAE RS G LAFTHER LSRN (EMEGCEERBYGRIE) , BF
AYERBREK L, BREESH R L NESBEESBNEERBL —BHRE.

BRMEEZERFUEB XA AERRMESURME, WEREENUHME T HEE M

ANETBUBMEAR R AEMN LARNE, FiRSHEBEEHRELRE (EREHHZH) .
METRRENE (EMREREENN) EFRFEN, BAEREZEHE.

i E B9 SN B AR

AERBEEEGNEANBRERE URZLFUREABELCERENE (BIRHAEERE),
BA—REEMEI DS (AEREE) URF—EIXEEER, AERSENINREZRK
A (FIE. RE. REWGENUEMEEERAN) TRAEETEHR. RIELBBUTAZES
HegrRIME (1) EBLEEEE, (2) 28, (3) XBENEHRER ) X5¥E
S, (5) REREZREES (6) HtLEMAERER.
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