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In brief 

The Inland Revenue (Amendment) (Tax Concessions for Certain Shipping-related Activities) Bill 2022 (the 
Bill)1 was gazetted on 2 June 2022, which introduces a profit tax exemption or a concessionary profits tax rate 
of 0% or 8.25% for a qualifying shipping commercial principal carrying out qualifying ship agency, ship 
management or ship broking activities. The proposed tax regime will foster maritime service businesses in 
Hong Kong. This news flash highlights the concessionary tax treatments, the qualifying conditions and the 
anti-abuse rules that need to be observed, together with our observations on the proposed tax regime. 
 

In detail 

After the introduction of the tax concessions for qualifying ship lessors and ship leasing managers in 2020, the 
Chief Executive of Hong Kong SAR has announced in the 2021 Policy Address that tax concessions would be 
further introduced to attract members of the maritime industry to establish a business presence in Hong Kong. 
The draft tax legislation to provide tax concessions to qualifying shipping commercial principals (i.e. ship 
agents, ship managers and ship brokers) was finally released on 2 June 20222. The provisions in the Bill are 
consistent with the proposed framework revealed in the briefing paper3 submitted to the Legislative Council 
(LegCo) Panel on Economic Development on 25 April 2022. 
 

The concessionary tax treatments 
 
Profits derived from qualifying ship agency, ship management and ship broking activities (i.e. qualifying 
shipping-related activities) carried on in Hong Kong will be eligible for the following proposed tax concessions, 
subject to fulfilment of the relevant conditions or safe harbour rules: 
 

Profits derived Applicable tax rate / tax concession 

Profit derived from qualifying 
shipping-related activities carried 
out for an unrelated shipping 
enterprise 

8.25% (i.e. half of the current profits tax rate for corporations at 16.5%) 

Profit derived from qualifying 
shipping-related activities carried 
out for an associated shipping 
enterprise 
 

Subject to the same concessionary tax rate or income exemption as that 
applicable to the associated shipping enterprise: 
 
0% or 8.25% - if the associated shipping enterprise is a ship lessor or a 
ship leasing manager entitled to the 0% or 8.25% tax rate under section 
14P or 14T of the Inland Revenue Ordinance (IRO) 
 
Tax exempted – if the associated shipping enterprise is a ship operator 
or a ship owner entitled to tax exemption under section 23B of the IRO 
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The qualifying conditions and anti-abuse rules 
 
Similar to the other concessionary tax regimes in Hong Kong, such as the ones for ship lessors and ship leasing mangers, the 
following anti-abuse features will be incorporated into the proposed tax regime: 
 

• requiring qualifying shipping commercial principals to be standalone corporate entities to prohibit loss shifting ; 
 

• introducing safe harbour rules so that the standalone entity may be allowed to engage in other non-qualifying profit 
generating activities subject to specified limits (i.e. the percentage of profits and assets related to non -qualifying profit 
generating activities should not be more than 25% of the entity’s aggregate profits and assets); 
 

• requiring the central management and control of qualifying shipping commercial principals to be exercised in Hong Kong 
and their substantial activities to be carried out in Hong Kong to ensure that their business o perations are domiciled in Hong 
Kong with substance; 

 

• ensuring that qualifying shipping commercial principals conduct business transactions with their associated parties on an 
arm’s length basis; 
 

• introducing the main purpose test to prevent tax avoidance and treaty shopping; and 
 

• introducing the anti-tax arbitrage rule to reduce the tax deduction for service fee paid by an entity subject to full rate to a 
qualifying shipping commercial principal by reference to the tax saving obtained by the qualifying shipping commercial 
principals to prevent profit shifting from a high-tax regime to a low-tax regime. 

 

Substantial activity requirement 
 
The Bill sets out the substantial activity requirement (i.e. threshold requirements) which requires the shipping commercial 
principals to satisfy two conditions, namely (a) an adequate number of full-time qualified employees in Hong Kong and (b) an 
adequate amount of operating expenditures for carrying out the core income generating activities (CIGAs) in Hong Kong. The 
CIGAs can be carried out by the qualifying shipping commercial principal itself or outsourced to a group company. The proposed 
minimum thresholds for the above two measurements are summarised as follows: 
 

Average number of full-time qualified employees for the 
basis period of a year of assessment 

Total amount of operating expenditures for the basis 
period of a year of assessment 

Not less than 1* Not less than HK$1,000,000* 

 
*Apart from meeting the minimum threshold, the activity should also be adequate in the Commissioner’s opinion. 
 

The legislative timeline 
 
The Bill was introduced to the LegCo on 15 June 2022 for readings. Once enacted, the concessionary tax regime will apply to 
sums received or accrued on or after 1 April 2022. 

 

The takeaway 

Currently, Singapore offers various tax incentives for the maritime industry, subject to application and pre-approval requirements 
in Singapore. One of the tax incentives is the Maritime Sector Incentive Scheme – Shipping-related Support Services (MSI-SSS) 
Award which provides a concessionary tax rate of 10% on the incremental income derived from qualifying shipping service 
providers for a 5-year renewable period. 
 
The proposed tax concessionary regime for maritime services under the Bill is good news long-awaited by the maritime industry 
in Hong Kong and is an important policy initiative to enhance the competitiveness of Hong Kong’s maritime industry. We trust 
this proposed tax concessionary regime, which only requires relatively relaxed substantial activity requirements, would help 
foster the development of the high value-added maritime services sector in Hong Kong. 
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It is also worth noting that under BEPS 2.0 Pillar Two Global Anti-Base Erosion (GloBE) Model Rules, a global minimum tax of 
15% would be applicable to Multinational Enterprises (MNEs) with global revenue of EUR 750 million or more tentatively from 
2023. Despite that, the GloBE Rules provide an exclusion of International Shipping Income and Qualified Ancillary International 
Shipping Income from the computation of GloBE Income or Loss. It is our observation that some of the qualified maritime 
services covered by the proposed tax concessionary regime may be regarded as qualified ancillary income excluded from 
GloBE Income. Therefore, MNEs enjoying the concessionary regime for maritime services in Hong Kong should assess the 
potential impact of the GloBE Rules on their different streams of income, i.e. whether or not such income falls within the scope of 
exclusion under the GloBE Rules. We look forward to seeing the Inland Revenue Department providing further guidance on their 
interpretation and views on the coverage of the Qualified Ancillary International Shipping Income under GloBE Rules. For more 
details, please refer to our Hong Kong Tax News Flash, Issue 3, April 2022.4 
 
Apart from tax concessionary measures, we also urge the government to consider the following measures to support the 
maritime industry in Hong Kong: 
 

• simplifying the administration and approval procedures for the issuance of certificate of resident status to Hong Kong 
shipping groups in claiming treaty benefits regarding international shipping income in other jurisdictions; 
 

• expanding the network of comprehensive double tax treaties and/or shipping agreements to allow Hong Kong shipping 
groups to better manage potential overseas tax exposures and to attract overseas shipping groups to establish presence in 
Hong Kong; and 

 

• maintaining a specialised maritime taskforce administered by the relevant government bureau to monitor the effectiveness 
of various tax concessions applicable to the maritime industry. 

 

Endnotes 

1. A copy of the Bill can be accesses via this l ink: 

https://www.gld.gov.hk/egazette/pdf/20222622/es32022262215.pdf 

 

2. The legislative Council Brief on the Bill can be accessed via this link: 

https://www.legco.gov.hk/yr2022/english/brief/thbtpml91762_20220601-e.pdf 
 

3. LC Paper No. CB(4)255/2022(04) (issued on 25 April 2022), Proposed Tax Regime To Promote Ship Management, Ship Agency and 

Shipbroking Businesses in Hong Kong. The paper can be accessed via this link: 

https://www.legco.gov.hk/yr2022/english/panels/edev/papers/edev20220425cb4-255-4-e.pdf 
 

4. Hong Kong Tax News Flash, Issue 3, April 2022 can be accessed via this link: 

https://www.pwchk.com/en/hk-tax-news/2022q2/hongkongtax-news-apr2022-3.pdf 

https://www.gld.gov.hk/egazette/pdf/20222622/es32022262215.pdf
https://www.legco.gov.hk/yr2022/english/brief/thbtpml91762_20220601-e.pdf
https://www.legco.gov.hk/yr2022/english/panels/edev/papers/edev20220425cb4-255-4-e.pdf
https://www.pwchk.com/en/hk-tax-news/2022q2/hongkongtax-news-apr2022-3.pdf
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Let’s talk 

For a deeper discussion of how this impacts your business, please contact: 

PwC’s Corporate Tax Leaders based in Hong Kong 

Charles Lee 
+852 2289 8899 
charles.lee@cn.pwc.com 
 

Jeremy Ngai 
+852 2289 5616 
jeremy.cm.ngai@hk.pwc.com 

Jeremy Choi  
+852 2289 3608 
jeremy.choi@hk.pwc.com 

Rex Ho 
+852 2289 3026 
rex.ho@hk.pwc.com 
 

Cecilia Lee  
+852 2289 5690 
cecilia.sk.lee@hk.pwc.com  
 

Jenny Tsao 
+852 2289 3617 
jenny.np.tsao@hk.pwc.com 
 

Kenneth Wong 
+852 2289 3822 
kenneth.wong@hk.pwc.com 

  

   

PwC’s Transportation and Logistic Team in Mainland China and Hong Kong 

Cathy Jiang 
+852 2289 5659 
cathy.kai.jiang@hk.pwc.com  

Agnes Wong 
+852 2289 3816 
agnes.hy.wong@hk.pwc.com 

Emily Chak 
+852 2289 3738 
emily.sk.chak@hk.pwc.com 
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In the context of this News Flash, China, Mainland China or the PRC refers to the People’s Republic of China but excludes Hong Kong Special 
Administrative Region, Macao Special Administrative Region and Taiwan Region.  

The information contained in this publication is for general guidance on matters of interest only and is not meant to be comprehensive. The application 
and impact of laws can vary widely based on the specific facts involved. Before taking any action, please ensure that you obtain advice specific to your 
circumstances from your usual PwC’s client service team or your other tax advisers. The materials contained in this publication were assembled on  
21 June 2022 and were based on the law enforceable and information available at that time. 

This News Flash is issued by PwC’s National Tax Policy Services in Mainland China and Hong Kong, which comprises a team of experienced 
professionals dedicated to monitoring, studying and analysing the existing and evolving policies in taxation and other busine ss regulations in Mainland 
China, Hong Kong, Singapore and Taiwan. They support PwC’s partners and staff in their provision of quality professional services to businesses and 
maintain thought-leadership by sharing knowledge with the relevant tax and other regulatory authorities, academies, business communities, 

professionals and other interested parties. 

For more information, please contact: 

Long Ma 
+86 (10) 6533 3103 

long.ma@cn.pwc.com 

Gwenda Ho 
+852 2289 3857 

gwenda.kw.ho@hk.pwc.com 

 

Please visit PwC’s websites at http://www.pwccn.com (China Home) or http://www.pwchk.com (Hong Kong Home) for practical insights and professiona l solutions 

to current and emerging business issues. 
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