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Tax Newsflash
Hong Kong Tax News:
Automatic Exchange of Financial Account
Information (AEOI) in Tax Matters in
Hong Kong

The Common Reporting Standard (CRS) is the standard for
automatic exchange of financial account information (AEOI)
developed by the Organization for Economic Co-operation and
Development (OECD). Hong Kong passed the Inland Revenue
(Amendment) (No.3) Ordinance 2016 (2016 Amendment
Ordinance) on 22 June 2016, which provides a legal framework
for Hong Kong to implement the international standard for
AEOI and has been effective since 1 January 2017. In brief
terms, under the AEOI standard, a financial institution (FI),
which includes Depository Institution, Custodial Institution,
Investment Entity and Specified Insurance Company, in Hong
Kong is required to identify financial accounts held by tax
residents of reportable jurisdictions (i.e. tax residents who are
liable to tax by reason of residence in the jurisdictions with
which Hong Kong has entered into an AEOI arrangement). FIs
are required to collect the reportable information of these
financial accounts, and furnish such information to the Inland
Revenue Department (IRD) on an annual basis. Under the
2016 Amendment Ordinance, the IRD will exchange the
reportable information with the tax authorities of AEOI partner
jurisdictions, which include partners that have signed
comprehensive double taxation agreement (CDTA) or tax
information exchange agreement (TIEA) on a bilateral basis
with Hong Kong.
While Hong Kong is on its way of commencing the first
automatic exchanges with a number of jurisdictions in 2018,
both the OECD and the European Union (“EU”) have
commenced their respective exercises to draw up lists of “non-

cooperative tax jurisdictions”. One of the listing criteria is the
progress and the network of implementing AEOI. In the case
of the EU, a jurisdiction could be regarded as compliant on tax
transparency if it fulfils certain criteria. One of such criteria is
that arrangement has been in place for AEOI with all Member
States of the EU by the end of 2017. Further, a considerable
number of jurisdictions have also expressed to OECD their
interests in conducting AEOI with Hong Kong. In view of the
above, Hong Kong would need to expand the AEOI network
quickly to mitigate the risk of being treated as “noncooperative tax jurisdiction”.
With such, the Inland Revenue (Amendment) (No. 3) Bill 2017
(2017 Amendment Bill) was passed by the Legislative Council
("LegCo") on 7 June 2017, which expanded the list of
reportable jurisdictions (for its first reporting in 2018) from 2
to 75 for Hong Kong and required FIs to start collating
information from the relevant account holders with effect from
1 July 2017. Please refer to the IRD website for the most
updated list of reportable jurisdiction:
http://www.ird.gov.hk/eng/tax/aeoi/rpt_jur.htm
Further, Hong Kong has thus far relied on a "bilateral"
approach to the implementation of AEOI. Along with the
international efforts to increase transparency in the financial
industry, the Hong Kong Government has also expressed
concerns as to the efficiency and effectiveness of a bilateral
approach in negotiating agreements with different
jurisdictions. With such, Hong Kong has continued to express
its determination in modifying the AEOI from a bilateral
approach to a multilateral approach. The multilateral
approach involves the signing of a multilateral Competent
Authority Agreement (CAA) under the Multilateral Convention
whereas bilateral approach requires an individual CAA to be
negotiated separately with each jurisdiction. It should be
noted that amongst the 100 jurisdictions committed to AEOI,
90 of them have participated in the Multilateral Convention.
It is anticipated that the Hong Kong government would be
issuing further guidance and updates to highlight the key
changes, including a possibility of introducing amendment bill
to the LegCo to implement the multilateral approach. We will
continue to closely monitor the AEOI development. In the
meantime, please feel free to contact us if you have any
questions.
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