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Preparing for QDMTTs 
Divergences compared to the 
GloBE rules
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Differences between GloBE rules and QDMTT

01

02

04

Most overseas taxes (i.e., CFC tax, CIT on branch income) 
are not considered covered taxes under the QDMTT

Local accounting standard rules 
under QDMTT

The QDMTT applies to 100% of a company's profits and does not 
take into account the inclusion ratio (the portion owned by the 
MNE Group)

03 Switch-off rule: QDMTT does not apply to certain entities
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Scope of income

The QDMTT applies to 100% of a company's profits and does not take into account the inclusion ratio (the portion owned by the MNE Group)

GloBE rules QDMTT

CE 1 75 100

CE 2 300 300

Relevant income 375 400

CE 1
(Hong Kong)
Profits: 100

CE 2
(Hong Kong)
Profits: 300

100%75%

GloBE rules QDMTT

Relevant income 51 100

JV
(Hong Kong)

51%49%

Group 2 
(Japan)

Top-up Tax effectively charged on Top-up Tax effectively charged on

Tax authority
(Japan)

Tax authority
(Hong Kong)

QDMTT: 100

IIR : 51

UPE 
(Japan) Group 1

(Japan)
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Different definitions of covered tax

CFC
(Hong Kong)
Profits: 100

Branch
(Hong Kong)
Profits: 100

CE 
(Singapore)

Tax authority
(Japan)

Tax authority
(Hong Kong)

Tax authority
(Singapore)

Interest: $50

WHT: $5

CIT: $5

CIT: $10

Hong Kong GloBE
rules QDMTT

CIT

WHT

CFC tax ✘

CIT tax on branch 
in HQ jurisdiction ✘

Covered tax 40 20

GloBE income 200 200

ETR 20% 10%

Top-up tax nil 10

UPE 
(Japan)

HQ Profits: 300
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CIT tax on HQ profits: $60

CIT tax on Branch profits: $10

CFC tax: $10

Most overseas taxes (i.e., CFC tax, CIT on branch income) are not considered covered taxes under the QDMTT
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Switch-off rule: QDMTT does not apply to certain entities

CFC/IIE

(Hong Kong)

Profits: 100

Branch

(Hong Kong)

Profits: 100

IE 

(Singapore)

Interest: $50

WHT: $5

CIT: $5

CIT: $10

Hong Kong GloBE
rules QDMTT

CIT

WHT

CFC tax ✘

CIT tax on branch 
in HQ jurisdiction ✘

Covered tax 40 10

Profits of CFC/IIE ✘

Profits of branch

GloBE income 200 100

ETR 20% 10%

Top-up tax nil 5

UPE 

(Japan)

HQ Profits: 300
Tax authority

(Japan)

Tax authority
(Hong Kong)

Tax authority
(Singapore)
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CIT tax on HQ profits: $60

CIT tax on Branch profits: $10

CFC tax: $10

QDMTT does not apply to certain entities. For example, in Hong Kong, the QDMTT is not applicable to investment-related entities, such as 
Investment Entities (IE), Insurance Investment Entities (IIE)
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Switch-off rule: QDMTT does not apply to certain entities

CFC/IIE
(Hong Kong)
Profits: 100

Branch
(Hong Kong)
Profits: 100

IE 
(Singapore)

Interest: $50

WHT: $5

CIT: $5

CIT: $10

Japan will apply IIR in respect of IIE 
income

CIT

WHT

CFC tax

Covered tax 20

Profits of CFC/IIE

GloBE income 100

Tax authority
(Japan)

Tax authority
(Hong Kong)

Tax authority
(Singapore)

ETR 20%

Top-up tax nil
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UPE 
(Japan)

HQ Profits: 300

CIT tax on HQ profits: $60

CIT tax on Branch profits: $10

CFC tax: $10

QDMTT does not apply to certain entities. For example, in Hong Kong, the QDMTT is not applicable to investment-related entities, such as 
Investment Entities (IE), Insurance Investment Entities (IIE)
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Local accounting standard rules under QDMTT

A local accounting standard (IFRS or HKFRS) The accounting standard used to prepare the 
consolidated accounts of the ultimate parent entity

Yes No

The local financial accounting standard rule will be used. This mandates the use of the local financial accounting standard where conditions set 
out below are met. 
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All met?

a) Each Hong Kong CE of the MNE group has financial accounts (each entity’s accounts) prepared in accordance with the 
local accounting standard;

b) The accounting period of each entity’s accounts is the same as the fiscal year of the consolidated financial statements of 
the UPE of the MNE group; and

c) For the fiscal year – 

i. Each Hong Kong CE of the MNE group is required to prepare or use the entity’s accounts for determining its liability 
to tax in Hong Kong or to comply with any other law of Hong Kong; or

ii. Each entity’s accounts are subject to external financial audit.
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Local accounting standard rules under QDMTT

GloBE rules QDMTT

US GAAP IFRS

CE 1
(Hong Kong)

IFRS

CE 2
(Hong Kong)

IFRS

Scenario 1

Use of accounting standard

GloBE rules QDMTT

US GAAP US GAAP

CE 1
(Hong Kong)

IFRS

Scenario 2

Use of accounting standard

Branch
(Hong Kong)

US GAAP

UPE 
(Japan)

US GAAP

UPE 
(Japan)

US GAAP
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Global developments
Policy direction and what it means 
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Extension of the UTPR safe harbour

✘ IIR

✘ QDMTT

✘ UTPR

Statutory CIT: 21%

 IIR

 QDMTT

 UTPR

CE
(UTPR)

Profits: $100

CIT: $5

ETR: 5%

UTPR TuT: $10 in respect of low-
taxed profits of the US

SH applies, no UTPR

1 Jan 2025 1 Jan 2026 1 Jan 2027

UTPR safe harbour

1 Jan 2028

Deems the UTPR Top-up Tax amount for a UPE Jurisdiction to be zero 
if the UPE Jurisdiction has a CIT rate of at least 20%

UTPR Top-up Tax applies if the UPE jurisdiction has an 
ETR of less than 15%.

UTPR safe harbour may extend

UPE 
(US)

Tax authority
(UTPR)
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Extension of the UTPR safe harbour

CE
(UTPR)

Profits: $100

CIT: $5

ETR: 5%

UTPR TuT: $10 in respect of low-
taxed profits of the US

Tax authority
(UTPR)

SH applies, no UTPR

CE
(Singapore)

Profits: $100

✘ IIR

✘ QDMTT

✘ UTPR

Statutory CIT: 21%

 IIR

 QDMTT

 UTPR

1 Jan 2027 1 Jan 2028 1 Jan 2029 1 Jan 2030

UTPR safe harbour may extend

UPE 
(US)
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Anti-abuse direction in APAC, GloBE and OECD listed transactions

Will the OECD publish a 
list of potentially 

abusive arrangements? 

Peer review and targeting of 
governmental arrangements?

Potential for safe harbour 
anti-arbitrage rules to be 

copied into the GloBE rules? 

Permanent safe 
harbours?
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