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Hong Kong has been added as a jurisdiction with a qualified Income Inclusion Rule (IIR), Qualified Domestic
Minimum Top-up Tax Rule (QDMTT) and QDMTT safe harbor’ according to the recently updated central record for
purposes of the Global Minimum Tax released by the OECD.

Hong Kong enacted the legislation to implement the OECD's Global Anti-Base Erosion (GloBE) Rules and the Hong
Kong Minimum Top-up Tax (HKMTT) in June 2025. Multinational enterprise (MNE) groups with consolidated revenue
of at least EUR 750 million in at least two of the four fiscal years immediately preceding the tested fiscal year will
fall within the scope of the GloBE Rules and HKMTT. Such in-scope MNE groups are subject to the lIR and the
HKMTT for fiscal years beginning on or after 1 January 2025.

Hong Kong’s inclusion in the central record is a key milestone, showing Hong Kong has met international standards
for the new Global Minimum Tax rules.

Central record of legislation with transitional qualified status

The central record sets out the lists of jurisdictions whose local implementation of the Pillar Two global minimum
taxrules has been assessed as “qualified” for the purposes of lIR, as well as QDMTT and QDMTT safe harbor, based
on self-certification by an implementing jurisdiction. The transitional qualification mechanism is a simplified
procedure to assess initial qualifying status, pending the development of a full legislative review and ongoing
monitoring process.

The Pillar Two Global Minimum Tax rules incorporate an agreed rule order, which prevents a jurisdiction from
levying top-up tax in respect of low tax profits where those profits have already been subject to top-up tax under
“qualified” rules in another jurisdiction. With Hong Kong now recognized as having a qualified QDMTT, the HKMTT
takes priority over other jurisdiction’s top-up taxes (such as a parent entity’s IIR) when applied to low-taxed profits
in Hong Kong.

Our observation

"Where a permanent QDMTT safe harbor applies, a business will be able to elect to prepare a single QDMTT computation for a jurisdiction, and
no additional top-up tax will arise in other jurisdictions under the IIR or Undertaxed Profits Rule. For the QDMTT safe harbor to apply, the
domestic minimum tax must not only be “qualified,” but the domestic legislation must also meet an additional set of QDMTT safe harbor
standards. (It is therefore theoretically possible that a jurisdiction could introduce rules that are a “qualified” QDMTT but do not qualify for the
QDMTT safe harbor).
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Framework on BEPS. MNE groups with constituent entities or ultimate parent entities in Hong Kong can have
greater certainty that the top-up tax rights will be exercised appropriately by Hong Kong, significantly reducing
the risk of overlapping top-up tax claims from other jurisdictions.

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, tax
and consulting 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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