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Following the release of the guidance on the Crypto-Asset Reporting Framework (CARF) and the
amendments to the Common Reporting Standard (CRS)? to include “relevant crypto-assets” under the
definition of financial assets in October 2022 and the XML schema and user guide? in October 2024 by the
Organization for Economic Co-operation and Development (OECD), the Hong Kong Government announced
its commitment to implementing the CARF to enhance international tax transparency and combat cross-
border tax evasion to the Global Forum on Transparency and Exchange of Information for Tax Purposes of
the OECD on 13 December 2024.

Maintain the global tax transparency under the meteoric rise of the crypto-asset market

As an extension of the existing CRS for Automatic Exchange of Financial Account Information in Tax Matters
(AEOI), CARF stipulates a similar mechanism for annual automatic exchange of tax-relevant crypto-asset
account and transaction information among jurisdictions where crypto-asset users or controlling persons are
tax residents. According to the Hong Kong Government, Hong Kong is committed to implementing CARF on a
reciprocal basis with appropriate partners that meet the required standards for protecting data
confidentiality and security.

Timeline
The first automatic exchanges between Hong Kong and relevant jurisdictions under CARF is aimed to

commence from 2028, based on the initial plan that the necessary local legislative amendment can be
enacted by 2026.

1 Crypto-Asset Reporting Framework and Amendments to the Common Reporting Standard. The OECD subsequently further updated
and published International Standards for Automatic Exchange of Information in Tax Matters - Crypto-Asset Reporting Framework and
2023 update to the Common Reporting Standard in June 2023.

2 Crypto-Asset Reporting Framework XML Schema - User Guide for Tax Administrations
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https://web-archive.oecd.org/2022-10-10/642425-crypto-asset-reporting-framework-and-amendments-to-the-common-reporting-standard.pdf
https://www.oecd.org/en/publications/international-standards-for-automatic-exchange-of-information-in-tax-matters_896d79d1-en/full-report.html
https://www.oecd.org/en/publications/international-standards-for-automatic-exchange-of-information-in-tax-matters_896d79d1-en/full-report.html
https://www.oecd.org/en/publications/crypto-asset-reporting-framework-xml-schema_578052ec-en.html

CARF is a separate framework promulgated by the OECD to report the relevant tax information on crypto-
assets. In general, entities or individuals that carry on a business to provide services of effectuating
exchange transactions of crypto-assets for or on behalf of customers, including by making available a
trading platform or acting as a counterparty/an intermediary to such exchange transactions, are
considered reporting crypto-asset service providers with due diligence and reporting obligations under
CARF. The definition of “crypto-assets” under CARF covers a wide range of digital assets, including those
digital representations of value that could be held and transferred without intermediary involvement.
Despite the broad definition of a service provider, certain types of persons (including investment funds
investing in crypto-assets because investor cannot transact on their own behalf) are not intended to be
included as reporting crypto-asset service providers under CARF. However, these persons may still be
subject to CRS due to its amendment to cover “relevant crypto-assets”. Given that CARF is a separate
framework, some persons may be subject to both CARF and CRS.

We welcome the Hong Kong Government’s commitment to implementing CARF. The existence of crypto-
assets poses challenges to tax authorities’ efforts in ensuring tax transparency and information exchange
on cross-border financial investments and in combating offshore tax evasion under the current CRS
framework. In this regard, the implementation of CARF is anticipated to lead to closer scrutiny of crypto

transaction and prompt both crypto-asset service providers and their customers to adhere to stricter
compliance requirements, especially the due diligence and reporting procedures for both pre-existing and
new account holders.

In view of the above, we foresee the Inland Revenue Department would provide more guidance and
compliance requirements to align the treatment of crypto assets with other types of investments from
CARF and CRS perspectives in accordance with the OECD framework. The due diligence requirements are
expected to be strengthened, particularly to be in line with the Anti-Money Laundering /Know Your
Customer procedures and Financial Action Task Force recommendations. Therefore, particular attention
shall be given to the development of CARF and CRS in Hong Kong. The relevant stakeholders, especially
crypto-assets service providers, are recommended to assess the impacts and prepare in advance before
the publication of the relevant legislation and guidance.

Tax Newsflash is published for the clients and professionals of Deloitte Touche Tohmatsu. The contents are of a general nature
only. Readers are advised to consult their tax advisors before acting on any information contained in this newsletter.
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About Deloitte

Deloitte China provides integrated professional services, with our long-term
commitment to be a leading contributor to China’s reform, opening-up and
economic development. We are a globally connected firm with deep roots locally,
owned by our partners in China. With over 20,000 professionals across 31 Chinese
cities, we provide our clients with a one-stop shop offering world-leading audit &
assurance, tax & business advisory, strategy, risk & transactions, and technology &
transformation services.

We serve with integrity, uphold quality and strive to innovate. With our
professional excellence, insight across industries, and intelligent technology
solutions, we help clients and partners from many sectors seize opportunities,
tackle challenges and attain world-class, high-quality development goals.

The Deloitte brand originated in 1845, and its name in Chinese (&%) denotes
integrity, diligence and excellence. Deloitte's global professional network of
member firms now spans more than 150 countries and territories. Through our
mission to make an impact that matters, we help reinforce public trust in capital
markets, enable clients to transform and thrive, empower talents to be future-
ready, and lead the way toward a stronger economy, a more equitable society and
a sustainable world.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its
global network of member firms, and their related entities (collectively, the
“Deloitte organization”). DTTL (also referred to as “Deloitte Global”) and each of
its member firms and related entities are legally separate and independent
entities, which cannot obligate or bind each other in respect of third parties. DTTL
and each DTTL member firm and related entity is liable only for its own acts and
omissions, and not those of each other. DTTL does not provide services to clients.
Please see www.deloitte.com/about to learn more.

Deloitte Asia Pacific Limited is a company limited by guarantee and a member firm
of DTTL. Members of Deloitte Asia Pacific Limited and their related entities, each
of which is a separate and independent legal entity, provide services from more
than 100 cities across the region, including Auckland, Bangkok, Beijing, Bengaluru,
Hanoi, Hong Kong, Jakarta, Kuala Lumpur, Manila, Melbourne, Mumbai, New
Delhi, Osaka, Seoul, Shanghai, Singapore, Sydney, Taipei and Tokyo.

This communication contains general information only, and none of DTTL, its
global network of member firms or their related entities is, by means of this
communication, rendering professional advice or services. Before making any
decision or taking any action that may affect your finances or your business, you
should consult a qualified professional adviser.

No representations, warranties or undertakings (express or implied) are given as
to the accuracy or completeness of the information in this communication, and
none of DTTL, its member firms, related entities, employees or agents shall be
liable or responsible for any loss or damage whatsoever arising directly or
indirectly in connection with any person relying on this communication.
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