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A BILL
To

Amend the Inland Revenue Ordinance to enhance the existing tax
concessions regime regarding the leasing of aircraft; and to
make related amendments.

Enacted by the Legislative Council.

1. Short title

This Ordinance may be cited as the Inland Revenue
(Amendment) (Aircraft Leasing Tax Concessions) Ordinance
2023.

2. Inland Revenue Ordinance amended

The Inland Revenue Ordinance (Cap. 112) is amended as set
out in sections 3 to 24.

3. Section 14G amended (interpretation of Subdivision 4 of
Division 2 of Part 4)

(1) Section 14G(1)—
Repeal the definition of funding lease
Substitute
“funding lease (Rl %)) —

(a) means an arrangement—
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(ii)

under which a right to use an aircraft is
granted by a person (lessor) to another
person (lessee);

that satisfies one or more of the following
conditions at its inception—

(A)

(B)

(©

the arrangement is accounted for as a
finance lease or loan by the lessor in
accordance with—

(I) the Hong Kong Financial
Reporting Standards issued by
the Hong Kong Institute of
Certified Public Accountants, as
in force from time to time; or

(IT) the International Financial
Reporting Standards issued by
the International Accounting
Standards Board, as in force
from time to time;

the present value of the aggregate
minimum lease payments (whether or
not they are periodic payments and
including any sum payable under a
residual value guarantee) during the
term of the arrangement is equal to
or more than 80% of the fair market
value of the aircraft;

the term of the arrangement is equal
to or more than 65% of the remaining
useful economic life of the aircraft;
and
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(i) under which the property in the aircraft
will or may pass to the lessee, or an
associate of the lessee, at the end of its
term; and

(b) includes an agreement or any other arrangement
in connection with an arrangement that falls
within paragraph (a);
Note—
See also subsection (3).”.
(2) Section 14G(1), definition of lease, after “noun”—
Add
“, means”.
(3) Section 14G(1), definition of lease—
Repeal paragraphs (a) and (b)
Substitute
“(a) an operating lease; or
(b) a funding lease,”.
(4) Section 14G(1), definition of lease—
Repeal the Note.

(5) Section 14G(1), English text, definition of residual value
guarantee—

Repeal
“aircraft.”
Substitute
“aircraft;”.

(6) Section 14G(1), Chinese text, definition of ZM&,
paragraph (b)—

Repeal
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“%ﬁ‘ o
Substitute
“%t , n.

(7) Section 14G(1)—
Repeal the definition of dry lease.

(8) Section 14G(1)—
Add in alphabetical order
“operating lease (‘& AH#))—

(a) means—

(1) an arrangement under which a right to use
an aircraft is granted by an owner of the
aircraft to another person (specified head
lease); or

(i) a sublease of an aircraft; and

(b) does not include a funding lease;

specified head lease (1§%W] EFH%)) means an arrangement
that falls within the description in paragraph (a)(i) of
the definition of operating lease;

sublease (/7FHFHAT), when used as a noun, means an
arrangement that is a sublease of an aircraft under
subsection (7A);

sublease (77#), when used as a verb, is to be construed
accordingly.”.

(9) Section 14G—

Repeal subsection (3)
Substitute
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(10)

(11)

(12)

(13)

(14)

(15)

“(3) For the purposes of the definition of funding lease in
subsection (1), an arrangement does not fall within
paragraph (a)(iii) of that definition if, in the opinion
of the Commissioner, the property in the aircraft
concerned would reasonably be expected not to pass
to the lessee, or an associate of the lessee, under the
arrangement at the end of its term.”.

Section 14G—

Repeal subsection (4).

Section 14G(5)—

Repeal

“definitions of lease and”
Substitute

“definition of .

Section 14G(5)—

Repeal

“funding lease,”.

Section 14G(5)—

Repeal

“lessee,”.

Section 14G(5), Chinese text—
Repeal

“FH#78L” (wherever appearing).
Section 14G—

Repeal subsection (6)
Substitute



Inland Revenue (Amendment) (Aircraft Leasing Tax Concessions) Bill 2023

Clause 3 C2939

“(6) An aircraft leasing activity carried out by a
corporation in respect of an aircraft is a qualifying
aircraft leasing activity if the activity is carried out in
the ordinary course of the corporation’s business
carried on in Hong Kong.”.

(16) Section 14G(7)(b)—
Repeal the semicolon
Substitute
“:and”.

(17)  Section 14G(7)(c)—
Repeal
“; and”

Substitute a full stop.

(18) Section 14G(7)—
Repeal paragraph (d).

(19) After section 14G(7)—
Add

“(7A) An arrangement (specified arrangement) is a sublease
of an aircraft if—

(a) a right to use the aircraft is granted under the
specified arrangement, by a person deriving the
right under a specified head lease of the aircraft
(lessee), to another person; or

(b) a right to use the aircraft is granted under the
specified arrangement, by a person (other than
a lessee of a specified head lease of the aircraft)
who derives the right from another arrangement,
to another person.”.
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4.

Section 14H amended (concession for qualifying aircraft lessor)
Section 14H(1)—

Repeal

“and section 26AB”.

Sections 14HA and 14HB added
After section 14H—

“14HA.

14HB.

Add

Carrying out of activities in Hong Kong—supplementary
provisions for section 14H(4)(a)(ii)

(1)

2)

For the purposes of section 14H(4)(a)(ii), an activity
producing the assessable profits of a corporation that
fall within section 14H(1) for a year of assessment is
not considered to be carried out in Hong Kong by
the corporation or arranged by the corporation to be
carried out in Hong Kong in that year of assessment
unless the requirements prescribed in section 5 of
Schedule 17F (prescribed requirements) are met.

To avoid doubt, the fact that the prescribed
requirements are not met does not imply that the
assessable profits mentioned in subsection (1) do not
arise in or are not derived from Hong Kong.

Calculation of assessable profits of corporation derived
from qualifying aircraft leasing activity for purposes of
section 14H(1)

(1)

This section applies to a corporation for a year of
assessment if section 14H(1) applies to the
corporation for that year of assessment (particular

year).
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)

3)

The assessable profits of the corporation that are
chargeable to tax under this Part at the rate specified
in section 14H(1) (qualifying profits) for the
particular year is to be calculated in accordance with
the following formula—

A=B+C+D+E+F-G

where: A means the qualifying profits of the
corporation for the particular year;

B means the aggregate amount of the
assessable profits of the corporation
calculated under section 141 for the
particular year;

C means the aggregate amount of the
assessable profits of the corporation
calculated under section 14IB for the
particular year;

D means the aggregate amount of the
specified receipts of the corporation for
the particular year;

E means the aggregate amount of the
assessable profits of the corporation
calculated under section 14IL;

F means the aggregate amount of the
assessable profits of the corporation
calculated under section 14IM for the
particular year; and

G means the aggregate amount that is
deductible under section 14IC in relation
to the corporation for the particular
year.

In this section—
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specified receipts (F8PHULA), in relation to a particular
year, means—
(a) the aggregate of the amounts—

(1) that are regarded as trading receipts of the
corporation concerned under section 141H
for the particular year; and

(i1) that, under section 14IH, are accrued or
regarded as being accrued in that year;

(b) the aggregate of the amounts—

(1) that are regarded as trading receipts of the
corporation concerned under section 1411
for the particular year; and

(i1) that, under section 14II, are accrued or
regarded as being accrued in that year; or

(c) the aggregate of the amounts—

(1) that are regarded as trading receipts of the
corporation concerned under section 141J
for the particular year; and

(i) that, under section 141J, are accrued or
regarded as being accrued in that year.”.

6. Section 141 amended (calculation of net lease payments)

Section 141, heading—

Repeal

“Calculation of net lease payments”
Substitute

“Calculation of net lease payments for right to use aircraft
under operating lease: aircraft acquired in year of
assessment preceding year of assessment beginning on 1
April 2023”.
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(2) Section 141—
Repeal subsection (1)
Substitute

“(1) Subject to section 14IA, this section applies to a
corporation for a year of assessment (particular year)
if—

(a) section 14H(1) applies to the corporation for
the particular year; and

(b) any qualifying aircraft leasing activity of the
corporation for the particular year relates to an
operating lease of an aircraft—

(1) that was acquired by the corporation in a
year of assessment preceding the year of
assessment beginning on 1 April 2023; and

(i) that has been used by the corporation for
carrying out any qualifying aircraft leasing
activity relating to an operating lease in a
year of assessment preceding the year of
assessment beginning on 1 April 2023.

(1A) The assessable profits of the corporation derived
from the qualifying aircraft leasing activity relating
to the operating lease for the particular year are to
be the net lease payments for the right to use the
aircraft under the operating lease (NLP).”.

(3) Section 141(2)—
Repeal
“net lease payments for the right to use an aircraft under
the lease are”
Substitute

“NLP is”.
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“4)

©)

(6)

(7

Section 141(2)—

Repeal

“means the net lease payments”
Substitute

“means the NLP”.

Section 141(2)—

Repeal

“means the aggregate amount of the gross lease payments
(whether or not they are periodic payments and including
any sum payable under a residual value guarantee) earned
by or accrued to the corporation under the lease during
the basis period for the year of assessment;”

Substitute

“means the aggregate amount of the gross lease payments
for the right to use the aircraft under the operating lease
(whether or not they are periodic payments and including
any sum payable under a residual value guarantee) (lease
income) earned by or accrued to the corporation during
the basis period for the particular year;”.

Section 141(2)—

Repeal

“for the year of assessment by”
Substitute

“for the particular year by”.
Section 141(2)—

Repeal

“those gross lease payments”
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(8)

©)

(10)

(11)

(12)

Substitute

“the lease income”.
Section 141—
Repeal subsection (3).
Section 141(4)—
Repeal

“If an aircraft”
Substitute

“If the aircraft”.
Section 141(4)—
Repeal

“to an aircraft operator”.
Section 141(4)—
Repeal

“net lease payments under subsection (2)”

Substitute

“NLP”.

Section 141(5)—
Repeal

“net lease payments”
Substitute

“NLP”.

7. Sections 14IA to 14IM added
After section 141—

Add
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“14IA. Circumstances under which section 141 does not apply

(1) Section 141 does not apply to a corporation for a
year of assessment in respect of a qualifying aircraft
leasing activity carried out by the corporation in
relation to an operating lease of an aircraft (specified
aircraft) if—

(a)

(b)

(©)

(d)

the corporation has not incurred any capital
expenditure on the provision of the specified
aircraft;

an allowance under Part 6 is or has been
granted to a relevant person in respect of any
capital expenditure incurred on the provision of
the aircraft;

capital allowances are granted to a relevant
person in a jurisdiction outside Hong Kong
(non-Hong Kong jurisdiction), for the year of
assessment, in respect of any capital expenditure
incurred on the provision of the aircraft;

subject to subsection (7), the qualifying aircraft
leasing activity is carried out by the corporation
as an owner of the aircraft and, before the
aircraft is acquired by the corporation—

(i) the aircraft was owned and used by a lessee
of the operating lease to which the
qualifying aircraft leasing activity relates
(lessee), whether alone or with another
person; or

(i) the aircraft was owned and used by an
associate of a lessee mentioned in
subparagraph (i), whether alone or with
another person; or
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2)

3)

(4)

©)

(e) the corporation has elected in writing that
section 14IB applies in calculating the assessable
profits of the corporation derived from any
qualifying aircraft leasing activity carried out by
the corporation in relation to any operating
lease of the aircraft for the year of assessment
and any subsequent year of assessment.

An election under subsection (1)(e), once made, is
irrevocable.

For the purposes of subsection (1)(b), an allowance
under Part 6 is to be regarded as not being or having
been granted to a relevant person in respect of any
capital expenditure incurred on the provision of the
specified aircraft if an amount equal to the allowance
has been charged to profits tax as balancing charge
made on the relevant person.

Subsection (1)(c) does not apply to capital allowances
granted to a relevant person in a non-Hong Kong
jurisdiction (as described in that subsection) if
Condition 1 or Condition 2 is satisfied in relation to
the year of assessment.

Condition 1 is that—

(a) the relevant person is subject to tax in the
non-Hong Kong jurisdiction (non-Hong Kong
tax) in respect of the gross lease payments for
the right to use the specified aircraft in relation
to the year of assessment (GLP);

(b) the GLP is chargeable to tax under this Part;

(¢) the non-Hong Kong tax is a tax of substantially
the same nature as tax imposed under this Part;
and
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(6)

(7)

(d)

capital allowances are granted to the relevant
person in calculating any chargeable profits
derived from the GLP for the purpose of the
non-Hong Kong tax.

Condition 2 is that—

(a)

(b)

(©

one or both of the specified events occur in
respect of the specified aircraft in the year of
assessment;

the relevant person is, in respect of the
insurance money or other compensation or the
consideration for the disposal of the aircraft (as
the case requires), subject to a non-Hong Kong
tax that is a tax of substantially the same nature
as tax imposed under this Part (specified tax),
and

the total amount that the relevant person is
subject to the specified tax is not less than the
total amount of the capital allowances granted
to that person in the non-Hong Kong
jurisdiction (as described in subsection (1)(c)).

Subsection (1)(d) does not apply if—

(a)

(b)

the specified aircraft was acquired by the
corporation from the lessee or the associate
mentioned in that subsection (end-user) with a
consideration that is not more than the
consideration paid by the end-user to another
person (supplier) for acquiring the aircraft from
the supplier; and

no initial or annual allowance under Part 6 was
or has been granted to the end-user in respect
of the aircraft before the acquisition of the
aircraft by the corporation.
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(8) For the purposes of subsection (7)(b), an allowance
is to be regarded as not being or having been granted
if the end-user disclaims the allowance by giving the

Commissioner a written notice within—

(a) the period of 3 months beginning on the date
on which the capital expenditure giving rise to
the allowance is incurred; or

(b) any further time that the Commissioner permits
in a particular case.

(9) In this section—
relevant person (FHBH A\ 1) means—

(a) the corporation concerned; or

(b) a connected person of that corporation;
specified event (15 W] 1)—see subsection (10).

(10) For the purposes of this section, a specified event
occurs in respect of an aircraft in a year of
assessment if—

(a) any insurance money or other compensation is
accrued in relation to the aircraft in the year of
assessment; or

(b) the aircraft is disposed of in the year of
assessment.

14IB. Calculation of net lease payments for right to use aircraft

under operating lease: aircraft acquired in year of
assessment beginning on or after 1 April 2023 and certain
other aircraft

(1) This section applies to a corporation for a year of
assessment (particular year) if—
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)

)

(4)

(a)

(b)

section 14H(1) applies to the corporation for
the particular year; and

Condition 1, Condition 2 or Condition 3 is
satisfied.

Condition 1 is that—any qualifying aircraft leasing
activity carried out by the corporation in the
particular year relates to an operating lease of an
aircraft acquired by the corporation in a year of
assessment beginning on or after 1 April 2023.

Condition 2 is that—

(a)

(b)

any qualifying aircraft leasing activity carried
out by the corporation in the particular year
relates to an operating lease of an aircraft that
was acquired by the corporation in a year of
assessment preceding the year of assessment
beginning on 1 April 2023 (previous year of
assessment); and

the aircraft had not been used by the
corporation, in any previous year of assessment,
for carrying out any qualifying aircraft leasing
activity in relation to an operating lease.

Condition 3 is that—

(a)

(b)

any qualifying aircraft leasing activity carried
out by the corporation in the particular year
relates to an operating lease of an aircraft that
was acquired by the corporation in a previous
year of assessment; and

either—

(i) the corporation has elected under section
14IA(1)(e) in relation to an aircraft for the
particular year; or
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(ii)

section 141 does not apply in any other
case to any operating lease of the aircraft
for the particular year.

(5) The assessable profits derived from the qualifying
aircraft leasing activity mentioned in subsection (2),
(3)(a) or (4)(a), as the case requires, are to be the net
lease payments for the right to use the aircraft under
the lease concerned (/VLP).

The NLP is to be calculated in accordance with the
following formula—

(6)

where:

A=B-C-D+E+F

A means the NLP;

B means the aggregate amount of the

gross lease payments for the right to use
the aircraft under the operating lease
(whether or not they are periodic
payments and including any sum payable
under a residual value guarantee) (lease
income) earned by or accrued to the
corporation during the basis period for
the particular year;

means the aggregate amount of any
outgoings and expenses deductible under
this Part, to the extent to which they are
incurred during the basis period for the
particular year by the corporation in the
production of the lease income (relevant
outgoings and expenses),
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(7)

(®)

D means the aggregate amount of the

allowances granted under Part 6, to the
extent that the relevant assets counted
for the allowances are used during the
basis period for the particular year by
the corporation in the production of the
lease income (relevant allowances);

means the aggregate amount of the
other income and trading receipts
arising in or derived from Hong Kong
that are attributable to the qualifying
aircraft leasing activity relating to the
operating lease; and

means the balancing charge to be made
under Part 6 on the corporation, to the
extent that the relevant assets counted
for the balancing charge are used in the
production of specified gross lease
income (relevant charge).

If the aircraft is leased together with any other
dealings in pursuance of one bargain, then for
calculating the NLP, the Commissioner must, having
regard to all the circumstances of the bargain,
allocate an amount of gross lease payments for the
right to use the aircraft under the lease.

If subsections (5) and (6) apply—

(a)

the relevant outgoings and expenses and the
relevant allowances may not be claimed for
deduction under this Part otherwise than for
calculating the NLP under subsection (6); and



Inland Revenue (Amendment) (Aircraft Leasing Tax Concessions) Bill 2023

Clause 7

C2967

14IC.

(b) the other income and trading receipts and the
relevant charge are not taxable under this Part
otherwise than for calculating the NLP under
subsection (6).

(9) In this section—

specified gross lease income (F8WAFEFHAIULA), in relation
to a corporation, means any gross lease payments for
the right to use an aircraft of the corporation under
an operating lease that are used for calculating the
net lease payments for the right to use the aircraft
under this section;

trading receipts (&3 ULA) does not include any amounts
that are regarded as trading receipts under section
141H, 1411 or 141J.

Deduction of certain capital expenditure incurred in relation
to aircraft

(1) Despite section 17, this section applies to a
corporation for a year of assessment (particular year)
if—

(a) section 14IB applies to the corporation for the
particular year in relation to its assessable
profits derived from the qualifying aircraft
leasing activity relating to an operating lease of
an aircraft (specified aircraft),

(b) the specified aircraft is an aircraft acquired by
the corporation; and

(c) the corporation wuses the aircraft in the
particular year for the carrying out of any
qualifying aircraft leasing activity by the
corporation in relation to an operating lease of
the aircraft.
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141D.

(2) Subject to section 14IF, the specified -capital
expenditure incurred in relation to the specified
aircraft in the particular year (SCE) is deductible for
the corporation for that year.

(3) If the particular year is the first year of assessment
for which section 14IB applies to the specified
aircraft, the SCE is to be determined in accordance
with the formula in section 141D(2).

(4) If the particular year is any other year of assessment
for which section 14IB applies to the specified
aircraft, the SCE is to be determined in accordance
with the formula in section 141E(2).

(5) If the SCE has been allowed to be deducted under
this section for a corporation, the corporation is not
entitled to be granted any allowance under Part 6 in
respect of the capital expenditure (aircraft) incurred
by the corporation in relation to the aircraft
concerned.

(6) In this section—

capital expenditure (aircraft) (GBI (TEH))—see
section 14IG.

Supplementary provisions for section 141C(3)

(1) This section applies for the purposes of section
141C(3).

(2) The formula referred to in section 141C(3) is—



Inland Revenue (Amendment) (Aircraft Leasing Tax Concessions) Bill 2023

Clause 7

C2971

where: A

A=B-C-D-E-F

means the specified capital expenditure
incurred in relation to the aircraft
concerned (specified aircraft) in the year
of assessment concerned (particular
year);

means the total amount of capital
expenditure (aircraft) incurred in the
particular year by the corporation in
relation to the specified aircraft;

means the aggregate amount of the
initial allowances granted under
sections 37(1), 37A(1) and 39B(1) to the
corporation in relation to the specified
aircraft;

means the aggregate amount of the
annual allowances granted under
sections 37(2), 37A(2) and 39B(2) to the
corporation in relation to the specified
aircraft;

means the notional amount of the
annual allowances that would have been
granted to the corporation in respect of
the specified aircraft (NA); and

means the aggregate of the relevant
amounts of capital allowances granted
to relevant persons in jurisdictions
outside Hong Kong.

(3) For the purposes of subsection (2), the NA is the
sum of the total amount determined under paragraph

(a) and

the total amount determined under

paragraph (b)—
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(4)

(a) the total amount of the annual allowances that
would have been granted under sections 37(2),
37A(2) and 39B(2) to the corporation in respect
of the specified aircraft for a section 14I-related
year if the allowances had been available to the
corporation for that year;

(b) the total amount of the annual allowances that
would have been granted under sections 37(2),
37A(2) and 39B(2) to the corporation in respect
of the aircraft for a specific year if the
allowances had been available to the corporation
for that year.

For the purposes of subsection (2), subject to
subsection (6), the relevant amount of capital
allowances granted to a relevant person in a
jurisdiction outside Hong Kong (non-Hong Kong
Jurisdiction) is to be determined in accordance with
the following formula—

G=H-1
where: G means the relevant amount of capital
allowances granted to the relevant
person in the non-Hong Kong
jurisdiction;

H means the aggregate of the total amount
of capital allowances granted, to the
relevant person in the non-Hong Kong
jurisdiction, for each relevant year in
respect of capital expenditure (aircraft)
incurred by the corporation in relation
to the specified aircraft; and
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(5) For
Zero

6 If—
(a)

(b)

(©

I means the aggregate of the total amount
of insurance money or other
compensation, accrued in each relevant
year in relation to the specified aircraft,
in respect of which the relevant person
is subject to a specific tax in the
non-Hong Kong jurisdiction.

the purposes of subsection (4), G is taken to be
if H is equal to or less than I.

a relevant person is subject to a specific tax in a
non-Hong Kong jurisdiction in respect of any
gross lease payments for the right to use the
specified aircraft in relation to the particular
year (GLP);

the GLP is chargeable to tax under this Part;
and

capital allowances are granted to the relevant
person in calculating any chargeable profits

derived from the GLP for the purpose of the
specific tax,

the relevant person is to be regarded as not being
granted any relevant amount of capital allowances in
the non-Hong Kong jurisdiction.

(7) In this section—

capital

expenditure  (aircraft) (&7 (M) —see

section 141G;
relevant person (FHBi A\ 1) means—

(a)
(b)

the corporation concerned; or

a connected person of that corporation;
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relevant year (PB4 %) means the particular year or any

year of assessment preceding the particular year;

section 14I-related year (55 14145 T 5 4F i )—see subsection

3);

specific tax (15EFi)—see subsection (9);
specific year (18 % 4F- i )—see subsection (10).

®)

©)

(10)

(11)

For the purposes of this section, a year of assessment
is a section 14I-related year in relation to a
corporation to which this section applies if section
141 has applied to the corporation because of the
specified aircraft for the year of assessment.

For the purposes of this section, a tax is a specific
tax if it is a tax of substantially the same nature as
tax imposed under this Part.

For the purposes of this section, a year of assessment
is a specific year in relation to a corporation to which
this section applies if the specified aircraft has not
been used at any time during the year of assessment
for producing chargeable profits of the corporation.

For the purposes of this section, in calculating the
total amount of capital expenditure (aircraft)
incurred in the particular year by the corporation in
relation to the specified aircraft—

(a) any capital expenditure (aircraft) that is incurred
in the particular year by the corporation in
relation to the aircraft is to be taken into
account unless it is regarded as being incurred
or taken to be incurred in another year of
assessment in relation to the aircraft under
section 141G;
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(b)

©

any capital expenditure (aircraft) that is
regarded as being incurred in the particular year
by the corporation in relation to the aircraft is
to be taken into account unless it is taken to be
incurred in another year of assessment in
relation to the aircraft under section 141G; and

any capital expenditure (aircraft) that is taken
to be incurred in the particular year by the
corporation in relation to the aircraft is to be
taken into account.

141E. Supplementary provisions for section 141C(4)

(1) This section applies for the purposes of section

141C(4).

(2) The formula referred to in section 14I1C(4) is—

J=K-L

where: J means the specified capital expenditure

incurred in relation to the aircraft
concerned (specified aircraft) in the year
of assessment concerned (particular
year);

K means the total amount of capital
expenditure (aircraft) incurred in the
particular year by the corporation in
relation to the specified aircraft; and

L means the aggregate of the relevant
amounts of capital allowances granted
to relevant persons in jurisdictions
outside Hong Kong.
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3)

(4)

)

For the purposes of subsection (2), subject to
subsection (5), the relevant amount of capital
allowances granted to a relevant person in a
jurisdiction outside Hong Kong (ron-Hong Kong
Jurisdiction) is to be determined in accordance with
the following formula—

M=N-P

where: M means the relevant amount of capital
allowances granted to the relevant
person in the non-Hong Kong
jurisdiction;

N means the total amount of capital
allowances granted, to the relevant
person in the non-Hong Kong
jurisdiction, for the particular year in
respect of capital expenditure (aircraft)
incurred by the corporation in relation
to the specified aircraft; and

P means the total amount of insurance
money or other compensation, accrued
in the particular year in relation to the
specified aircraft, in respect of which the
relevant person is subject to a specific
tax in the non-Hong Kong jurisdiction.

For the purposes of subsection (3), M is taken to be
zero if N is equal to or less than P.

It—

(a) a relevant person is subject to a specific tax in a
non-Hong Kong jurisdiction in respect of any
gross lease payments for the right to use the
specified aircraft in relation to the particular
year (GLP);
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(b) the GLP is chargeable to tax under this Part;
and

(c) capital allowances are granted to the relevant
person in calculating any chargeable profits
derived from the GLP for the purpose of the
specific tax,

the relevant person is to be regarded as not being
granted any relevant amount of capital allowances in
the non-Hong Kong jurisdiction.

(6) In this section—

capital expenditure (aircraft) (G745 32 (1#%))—see section
141G;

relevant person (FHBH A\ 1) means—

(a) the corporation concerned; or

(b) a connected person of that corporation;
specific tax (5 EFi)—see subsection (7).

(7) For the purposes of this section, a tax is a specific
tax if it is a tax of substantially the same nature as
tax imposed under this Part.

(8) For the purposes of this section, in calculating the
total amount of capital expenditure (aircraft)
incurred in the particular year by the corporation in
relation to the specified aircraft—

(a) any capital expenditure (aircraft) that is incurred
in the particular year by the corporation in
relation to the aircraft is to be taken into
account unless it is regarded as being incurred
or taken to be incurred in another year of
assessment in relation to the aircraft under
section 141G;
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(b)

©

any capital expenditure (aircraft) that is
regarded as being incurred in the particular year
by the corporation in relation to the aircraft is
to be taken into account unless it is taken to be
incurred in another year of assessment in
relation to the aircraft under section 141G; and

any capital expenditure (aircraft) that is taken
to be incurred in the particular year by the
corporation in relation to the aircraft is to be
taken into account.

14IF. Circumstances under which capital expenditure is not
allowed to be deducted under section 141C

(1) Section 14IC does not apply to a corporation in
relation to an aircraft (specified aircraft) for a year of
assessment if—

(a)

(b)

any allowance has been granted under Part 6 or
deduction has been allowed under this Part to
the corporation in respect of any capital
expenditure (aircraft) in relation to the specified
aircraft and the aggregate amount of the
allowances and deductions so granted or
allowed is equal to the total amount of capital
expenditure (aircraft) incurred by the
corporation in relation to the aircraft; or

subject to subsection (2), the aircraft was, before
the acquisition of the aircraft by the
corporation—

(i) owned and used by a lessee of an operating
lease of the aircraft (whether alone or with
any other person); or
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141G.

(i) owned and used by an associate of a lessee

of an operating lease of the aircraft
(whether alone or with any other person).

(2) Subsection (1)(b) does not apply if—

3)

(4)

(a)

(b)

the specified aircraft was acquired by the
corporation from the lessee or any associate of
the lessee (end-user) with a consideration not
more than the consideration paid by the
end-user to another person (supplier) for
acquiring the aircraft from the supplier; and

no initial or annual allowance under Part 6 was
or has been granted to the end-user in respect
of the aircraft before the acquisition of the
aircraft by the corporation.

For the purposes of subsection (2)(b), an allowance
is to be regarded as not being or having been granted
if the end-user disclaims the allowance by giving the
Commissioner a written notice within—

(a)

(b)

the period of 3 months beginning on the date
on which the capital expenditure giving rise to
the allowance is incurred; or

any further time that the Commissioner permits
in a particular case.

In this section—

capital expenditure (aircraft) (G745 32 (1#%))—see section
141G.

Meaning of capital expenditure (aircraft)—for sections
141C, 141D, 14IE and 141F

(1) This section applies for the purposes of sections
14IC, 141D, 14IE and 14IF.
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)

)

(4)

)

Any capital expenditure incurred by a corporation in
relation to an aircraft is capital expenditure (aircraft)
in relation to the aircraft.

Capital expenditure incurred by a corporation in
relation to an aircraft includes—

(a) any consideration for the acquisition of the
aircraft made by the corporation; and

(b) any legal expenses and valuation fees incurred
by the corporation in connection with the
acquisition.

However, neither the expenditure mentioned in
paragraph (a) nor the expenditure mentioned in
paragraph (b) is capital expenditure incurred by a
corporation in relation to an aircraft—

(a) any expenditure incurred in relation to the
aircraft that is reimbursed to the corporation by
way of or attributable to a grant, subsidy or
similar financial assistance;

(b) any capital expenditure incurred by the
corporation that has been deducted or may be
deducted in relation to the aircraft under any
section (other than section 14IC) in this Part.

If the aircraft is acquired together with any other
assets in pursuance of one bargain, then for
determining the actual amount of the consideration
for the acquisition, the Commissioner must, having
regard to all the circumstances of the bargain,
allocate an amount of the consideration for the
acquisition of the aircraft.
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141H.

(6)

(7)

(8)

If the Commissioner is of the opinion that the
consideration for the acquisition of the aircraft does
not represent the true market value of the aircraft at
the time of the acquisition—

(a) the Commissioner may determine the true
market value of the aircraft; and

(b) the amount so determined is to be taken to be
the consideration for the acquisition.

If a corporation begins to use an aircraft, for the
carrying out of any qualifying aircraft leasing
activity, in a particular year of assessment after the
year of assessment in which the acquisition takes
place, any capital expenditure (aircraft) incurred in
relation to the aircraft by the corporation before the
particular year of assessment is to be regarded as
being incurred by the corporation in the particular
year of assessment by the corporation.

If any capital expenditure (aircraft) in relation to the
aircraft (expenditure) is incurred or regarded as being
incurred in a year of assessment preceding the year
of assessment beginning on 1 April 2023, the
expenditure is taken to be incurred in the year of
assessment beginning on 1 April 2023.

Consideration for disposal of aircraft etc. to be regarded as
trading receipts of corporation—aircraft in respect of which
no election has been made under section 14IA(1)(e)

(1)

This section applies to a corporation if—

(a) section 141 applies to the corporation in relation
to an aircraft (specified aircraft) for a year of
assessment beginning on or after 1 April 2023;
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2)

)

(b) no eclection has been made under section
14IA(1)(e) in respect of the specified aircraft for
any year of assessment; and

(c) either or both of the following events occur in a
year of assessment beginning on or after 1 April
2023—

(i) any insurance money or other
compensation is accrued to the corporation
in relation to the aircraft;

(1) the aircraft is disposed of by the
corporation.

Despite the exclusion relating to the sale of capital
assets in section 14, each of the following amounts in
relation to the specified aircraft is to be regarded as a
trading receipt arising in or derived from Hong Kong
in relation to the qualifying aircraft leasing activity
of the corporation (trading receipt)—

(a) the amount of any insurance money or other
compensation accrued to the corporation in
relation to the aircraft (IMOCQ);

(b) the actual amount of the consideration for the
disposal of the aircraft determined in
accordance with section 141K.

However, if, in relation to the specified aircraft, the
aggregate of the total amount of the IMOCs and the
amount mentioned in subsection (2)(b) accrued or
regarded as being accrued in a particular year
exceeds the specified amount (§4), the excess amount
is not regarded as any trading receipt of the
corporation under subsection (2) for the particular
year.
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“4)

)

(6)
(7)

The SA—
(a) if any insurance money or other compensation—

(1) is accrued or regarded as being accrued, in
relation to the specified aircraft, in a year
of assessment preceding the particular
year; and

(i) is chargeable to tax under this Part in
relation to the corporation,

is the amount of the notional amount (/NA)
minus the total amount of all such insurance
money or other compensation; and

(b) in any other case—is the NA.

Subject to subsection (6), the NA is to be the amount
determined in accordance with the following
formula—

A= x(1-Q

where: A means the NA;

B means the aggregate of the total amount
of the net lease payments for the right
to use the specified aircraft, calculated
in accordance with section 141 in
relation to the corporation, for each
particular year (aggregate NLP); and

C means the percentage prescribed in
section 2 of Schedule 17F.

If the aggregate NLP is equal to or less than zero,
the NA is taken to be zero.

For a trading receipt that falls within the description
in subsection (2)(a)—
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1411.

(8)

©)

(a)

(b)

if the corporation has permanently discontinued
its qualifying aircraft leasing activity before the
IMOC concerned is accrued—the trading
receipt is to be regarded as being accrued in the
year of assessment in which the discontinuance
takes place; and

in any other case—the trading receipt is accrued
in the year of assessment in which the IMOC is
accrued.

For a trading receipt that falls within the description
in subsection (2)(b)—

(a)

(b)

if the corporation has permanently discontinued
its qualifying aircraft leasing activity before the
disposal of the specified aircraft takes
place—the trading receipt is to be regarded as
being accrued in the year of assessment in
which the discontinuance takes place; and

in any other case—the trading receipt is accrued
in the year of assessment in which the aircraft is
disposed of.

In this section—

particular year (FFEFJE) means a year of assessment

beginning on or after 1 April 2023.

Consideration for disposal of aircraft etc. to be regarded as
trading receipts of corporation—aircraft in respect of which
section 141 has not applied for year of assessment beginning
on or after 1 April 2023

(1) This section applies to a corporation if—

(a)

section 14IB applies to the corporation for a
year of assessment in relation to an aircraft;



Inland Revenue (Amendment) (Aircraft Leasing Tax Concessions) Bill 2023

Clause 7

C2999

2)

(b) the application of that section to the aircraft is
not because of an election made under section
14IA(1)(e); and

(c) either or both of the following events occur in a
year of assessment beginning on or after 1 April
2023—

(i) any insurance money or other
compensation is accrued to the corporation
in relation to the aircraft;

(1) the aircraft is disposed of by the
corporation.

This section also applies to a corporation if—

(a) section 14IB applies to the corporation for a
year of assessment in relation to an aircraft
because of an election made under section
14IA(1)(e);

(b) section 141 has not applied to the corporation
in relation to the aircraft for any year of
assessment beginning on or after 1 April 2023;
and

(c) either or both of the following events occur in a
year of assessment beginning on or after 1 April
2023—

(i) any insurance money or other
compensation is accrued to the corporation
in relation to the aircraft;

(i) the aircraft is disposed of by the
corporation.
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3)

(4)

©)

Despite the exclusion relating to the sale of capital
assets in section 14, each of the following amounts in
relation to an aircraft to which this section applies
(specified aircraft) is to be regarded as a trading
receipt arising in or derived from Hong Kong in
relation to the qualifying aircraft leasing activity of
the corporation (trading receipt)—

(a) the amount of any insurance money or other
compensation accrued to the corporation in
relation to the specified aircraft (IMOC);

(b) the actual amount of the consideration for the
disposal of the aircraft determined in
accordance with section 14IK.

However, if, in relation to the specified aircraft, the
aggregate of the total amount of the IMOCs and the
amount mentioned in subsection (3)(b) accrued or
regarded as being accrued in a particular year
exceeds the specified amount (§4), the excess amount
is not regarded as any trading receipt of the
corporation under subsection (3) for the particular
year.

The SA—
(a) if any insurance money or other compensation—
(1) 1is accrued or regarded as being accrued, in
relation to the specified aircraft, in a year
of assessment preceding the particular
year; and
(i) is chargeable to tax under this Part in
relation to the corporation,
is the amount of the D&A minus the total

amount of all such insurance money or other
compensation; and
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(6)

(7)

(8)

(b)

in any other case—is the D&A.

For a trading receipt that falls within the description
in subsection (3)(a)—

(a)

(b)

if the corporation has permanently discontinued
its qualifying aircraft leasing activity before the
IMOC concerned is accrued—the trading
receipt is to be regarded as being accrued in the
year of assessment in which the discontinuance
takes place; and

in any other case—the trading receipt is accrued
in the year of assessment in which the IMOC is
accrued.

For a trading receipt that falls within the description
in subsection (3)(b)—

(a)

(b)

if the corporation has permanently discontinued
its qualifying aircraft leasing activity before the
disposal of the specified aircraft takes
place—the trading receipt is to be regarded as
being accrued in the year of assessment in
which the discontinuance takes place; and

in any other case—the trading receipt is accrued
in the year of assessment in which the aircraft is
disposed of.

In this section—

D&A (F14#%H), in relation to a specified aircraft, means
the aggregate of the following—

(a)

the total amount of the deductions allowed to
the corporation under section 14IC in respect of
the specified aircraft;
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141J.

(b)

the total amount of the allowances granted to
the corporation under Part 6 in respect of the
aircraft;

particular year (FFEFFE) means a year of assessment
beginning on or after 1 April 2023.

Consideration for disposal of aircraft etc. to be regarded as
trading receipts of corporation—aircraft in respect of which
section 141 has applied for year of assessment beginning on
or after 1 April 2023

(1) This section applies to a corporation if—

2)

(a)

(b)

©

section 14IB applies to the corporation for a
year of assessment in relation to an aircraft
(specified aircraft) because of an election made
under section 14IA(1)(e);

section 141 has applied to the corporation in
relation to the specified aircraft for a year of
assessment beginning on or after 1 April 2023;
and

either or both of the following events occur in a
year of assessment beginning on or after 1 April
2023—

(i) any insurance money or other
compensation is accrued to the corporation
in relation to the aircraft;

(i) the aircraft is disposed of by the
corporation.

Despite the exclusion relating to the sale of capital
assets in section 14, each of the following amounts in
relation to the specified aircraft is to be regarded as a
trading receipt arising in or derived from Hong Kong
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)

(4)

)

in relation to the qualifying aircraft leasing activity
of the corporation (trading receipt)—

(a) the amount of any insurance money or other
compensation accrued to the corporation in
relation to the aircraft (IMOC);

(b) the actual amount of the consideration for the
disposal of the aircraft determined in
accordance with section 14IK.

However, if, in relation to the specified aircraft, the
aggregate of the total amount of the IMOCs and the
amount mentioned in subsection (2)(b) accrued or
regarded as being accrued in a particular year
exceeds the specified amount (§4), the excess amount
is not regarded as any trading receipt of the
corporation under subsection (2) for the particular
year.

The SA—
(a) if any insurance money or other compensation—

(1) is accrued or regarded as being accrued, in
relation to the specified aircraft, in a year
of assessment preceding the particular
year; and

(i) is chargeable to tax under this Part in
relation to the corporation,

is the amount of the D&A minus the total
amount of all such insurance money or other
compensation; and

(b) in any other case—is the D&A.

For a trading receipt that falls within the description
in subsection (2)(a)—
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(a) if the corporation has permanently discontinued
its qualifying aircraft leasing activity before the
IMOC concerned is accrued—the trading
receipt is to be regarded as being accrued in the
year of assessment in which the discontinuance
takes place; and

(b) in any other case—the trading receipt is accrued
in the year of assessment in which the IMOC is
accrued.

(6) For a trading receipt that falls within the description
in subsection (2)(b)—

(a) if the corporation has permanently discontinued
its qualifying aircraft leasing activity before the
disposal of the specified aircraft takes
place—the trading receipt is to be regarded as
being accrued in the year of assessment in
which the discontinuance takes place; and

(b) in any other case—the trading receipt is accrued
in the year of assessment in which the aircraft is
disposed of.

(7) In this section—

D&A (F0%#%H), in relation to a specified aircraft, means
the aggregate of the following—

(a) the total amount of the deductions allowed to
the corporation under section 14IC in respect of
the specified aircraft;

(b) the notional amount (NA) determined under
subsection (8) or (9) (as the case requires);

particular year (FF3EFE) means a year of assessment
beginning on or after 1 April 2023.
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14IK.

(8)

©)

Subject to subsection (9), the NA in relation to a
specified aircraft is to be determined in accordance
with the following formula—

A= x(1-Q

where: A means the NA;

B means the aggregate of the total amount
of the net lease payments for the right
to use the specified aircraft, calculated
in accordance with section 141, for each
year of assessment beginning on or after
1 April 2023 up to the year of
assessment preceding the one in which
section 14IB begins to apply in relation
to the aircraft (aggregate NLP); and

C means the percentage prescribed in
section 2 of Schedule 17F.

If the aggregate NLP is equal to or less than zero,
the NA is taken to be zero.

Determination of actual amount of consideration for
disposal of aircraft—supplementary provisions for sections
141H, 1411 and 141J

(1)

2)

This section applies for the purposes of sections
141H, 1411 and 141J.

For the purposes of section 14IH, subject to
subsections (5) and (6), the actual amount of the
consideration for a disposal of an aircraft by a
corporation is to be determined in accordance with
the following formula—
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3)

where: A means the actual amount of the

consideration for the disposal;

B means the consideration for the sale or
other disposal of the aircraft;

C means the total number of completed
months in the specified period; and

D means the total number of section
141I-related months.

For the purposes of section 1411, subject to
subsections (5) and (6), the actual amount of the
consideration for a disposal of an aircraft by a
corporation is—

(a)

if section 141 has applied to the aircraft for any
year of assessment preceding the year of
assessment beginning on 1 April 2023, an
amount determined in accordance with the
following formula—

_ G
E =F x e
where: E means the actual amount of the

consideration for the disposal;

F means the consideration for the
sale or other disposal of the
aircraft;

G means the total number of
completed months in the specified
period; and
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(4)

)

H means the aggregate of the total
number of section 14I-related
months and the total number of
section 14IB-related months; and

(b) in any other case—the sale proceeds of the
aircraft.

For the purposes of section 141J, subject to
subsections (5) and (6), the actual amount of the
consideration for a disposal of an aircraft by a
corporation is to be determined in accordance with
the following formula—

- K
I1=17 x L
where: 1 means the actual amount of the

consideration for the disposal;

J  means the consideration for the sale or
other disposal of the aircraft;

K means the total number of completed
months in the specified period; and

L means the aggregate of the total number
of section 14I-related months and the
total number of section 14IB-related
months.

If the aircraft is disposed of together with other
assets in pursuance of one bargain, the
Commissioner must, having regard to all the
circumstances of the bargain, allocate an amount to
be the actual amount of the consideration for the
disposal.
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(6) If the Commissioner is of the opinion that the
consideration for the disposal of the aircraft does not
represent the true market value of the aircraft at the
time of the disposal—

(a) the Commissioner may determine the true
market value of the aircraft; and

(b) the amount so determined is to be taken as the
actual amount of the consideration for the
disposal.

(7) In this section—
completed month (52% H 1i7) means a full calendar month;

section 14I-related month (5514101 A 11r)—see
subsection (8);

section 141B-related month (55 141BIEITIS H 3 —see
subsection (9);

specified period (15 W W H])—
(a) for the purposes of subsections (2) and (4)—

(i) if the corporation has permanently
discontinued its qualifying aircraft leasing
activity in relation to the aircraft before the
disposal takes place—means the period
beginning on the 1st day of the basis
period of the corporation for the year of
assessment (2023/2024) and ending on the
date of the discontinuance; and

(i) in any other case—means the period
beginning on the 1st day of the basis
period of the corporation for the year of
assessment (2023/2024) and ending on the
date of the disposal of the aircraft; and
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(b) for the purposes of subsection (3)—

(i) if the corporation has permanently
discontinued its qualifying aircraft leasing
activity in relation to the aircraft before the
disposal takes place—means the period
beginning on the date on which section
141IB begins to apply to the corporation in
relation to the aircraft concerned and
ending on the date of the discontinuance;
and

(i) in any other case—means the period
beginning on the date on which section
14IB begins to apply to the corporation in
relation to the aircraft concerned and
ending on the date of the disposal of the
aircraft;

year of assessment (202312024) (GFFi4FFE(2023/2024))

(8)

©)

(10)

means the year of assessment beginning on 1 April
2023.

For an aircraft of a corporation to which subsection
(2), (3) or (4) applies, each completed month in
respect of which section 141 applies to the
corporation in relation to the aircraft is a section
14I-related month.

For an aircraft of a corporation to which subsection
(3) or (4) applies, each completed month in respect
of which section 14IB applies to the corporation in
relation to the aircraft is a section 14IB-related
month.

For the purposes of this section, the consideration
for the sale or other disposal of an aircraft—
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(a)

(b)

if the disposal is a sale of the aircraft—is the
proceeds of sale of the aircraft; and

in any other case—is the value of the
consideration for the disposal of the aircraft.

14IL. Calculation of net lease payments for right to use aircraft
under operating lease: subleasing of aircraft

(1) This section applies to a corporation for a year of
assessment (particular year) if—

2)

(a)
(b)

(©)

(d)

section 14H(1) applies to the corporation for
the particular year;

a right to use an aircraft is granted to the
corporation by—

(i) an owner of the aircraft under an
arrangement in relation to the aircraft that
falls within the description in paragraph (a)
of the definition of operating lease in
section 14G(1); or

(i) a person deriving the right to use the
aircraft under a sublease of the aircraft;

a right to use the aircraft is subsequently
granted by the corporation to another person
under a sublease of the aircraft; and

any qualifying aircraft leasing activity carried
out by the corporation in the particular year
relates to the sublease.

The assessable profits derived from the qualifying
aircraft leasing activity mentioned in subsection (1)(a)
are to be the net lease payments for the right to use
the aircraft under the sublease (/NLP).
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(3) The NLP is to be calculated in accordance with the
following formula—

where:

A=B-C-D+E+F

A means the NLP;

B means the aggregate amount of the

gross lease payments for the right to use
the aircraft under the sublease (whether
or not they are periodic payments and
including any sum payable under a
residual value guarantee) (lease income)
earned by or accrued to the corporation
during the basis period for the particular
year;

means the aggregate amount of any
outgoings and expenses deductible under
this Part, to the extent to which they are
incurred during the basis period for the
particular year by the corporation in the
production of the lease income (relevant
outgoings and expenses);

means the aggregate amount of the
allowances granted under Part 6, to the
extent that the relevant assets counted
for the allowances are used during the
basis period for the particular year by
the corporation in the production of the
lease income (relevant allowances);
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E means the aggregate amount of the
other income and trading receipts
arising in or derived from Hong Kong
that are attributable to the qualifying
aircraft leasing activity relating to the
sublease; and

F means the balancing charge to be made
under Part 6 on the corporation, to the
extent that the relevant assets counted
for the balancing charge are used in the
production of specified gross lease
income (relevant charge).

(4) If the aircraft is subleased together with any other
dealings in pursuance of one bargain, then for
calculating the NLP, the Commissioner must, having
regard to all the circumstances of the bargain,
allocate an amount of gross lease payments for the
right to use the aircraft under the sublease.

(5) If subsections (2) and (3) apply—

(a) the relevant outgoings and expenses and the
relevant allowances may not be claimed for
deduction under this Part otherwise than for
calculating the NLP under subsection (3); and

(b) the other income and trading receipts and the
relevant charge are not taxable under this Part
otherwise than for calculating the NLP under
subsection (3).

(6) In this section—

specified gross lease income (T8 AIILA), in relation
to a corporation, means any gross lease payments for
the right to use an aircraft under a sublease of the
aircraft that are used for calculating the net lease
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payments for the right to use the aircraft under this
section.

14IM. Calculation of net payments of finance charges or interest
for funding leases

(1)

2)

3)

This section applies to a corporation for a year of
assessment if section 14H(1) applies to the
corporation, for that year of assessment, in relation
to its assessable profits that are derived from the
qualifying aircraft leasing activity relating to a
funding lease of an aircraft.

The assessable profits of the corporation that are
derived from the qualifying aircraft leasing activity
carried out in relation to a funding lease of an
aircraft for a year of assessment (particular year) are
to be the net payments of finance charges or interest
in relation to the right to use the aircraft under the
lease (IVP).

The NP is to be calculated in accordance with the
following formula—

A=B-C-D-E+F
where: A means the NP;

B means the aggregate amount of the
gross payments of finance charges or
interest (whether or not they are periodic
payments) (lease income) earned by or
accrued to the corporation under the
funding lease during the basis period for
the particular year;
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(4)

)

C means the aggregate amount of any
outgoings and expenses deductible under
this Part, to the extent to which they are
incurred during the basis period for the
particular year by the corporation in the
production of the lease income (relevant
outgoings and expenses);

D means the aggregate amount of the
allowances granted under Part 6, to the
extent that the relevant assets counted
for the allowances are used during the
basis period for the particular year by
the corporation in the production of the
lease income (relevant allowances);

E means the aggregate amount of the
other income and trading receipts
arising in or derived from Hong Kong
that are attributable to the lease income;
and

F means the balancing charge to be made
under Part 6 on the corporation, to the
extent that the relevant assets counted
for the balancing charge are used in the
production of specified gross lease
income (relevant charge).

If an aircraft is leased together with any other
dealings in pursuance of one Dbargain, the
Commissioner must, having regard to all the
circumstances of the bargain, allocate an amount of
the lease income.

If subsections (2) and (3) apply—
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(a) the relevant outgoings and expenses and the
relevant allowances may not be claimed for
deduction under this Part otherwise than for
calculating the NP under subsection (3); and

(b) the other income and trading receipts and the
relevant charge are not taxable under this Part
otherwise than for calculating the NP under
subsection (3).

(6) In this section—

specified gross lease income (F§WHATHAILAN), in relation
to a corporation, means any gross payments of
finance charges or interest in relation to the right to
use an aircraft under a funding lease that are used
for calculating the net payments of finance charges
or interest in relation to the right to use the aircraft
under this section.”.

8. Section 14LA added
After section 14—

“14LA.

Add

Carrying out of activities in Hong Kong—supplementary
provisions for section 14J(5)(a)(ii)

(1) For the purposes of section 14J(5)(a)(ii), an activity
producing the assessable profits of a corporation that
fall within section 14J(1) for a year of assessment is
not considered to be carried out in Hong Kong by
the corporation or arranged by the corporation to be
carried out in Hong Kong in that year of assessment
unless the requirements prescribed in section 6 of
Schedule 17F (prescribed requirements) are met.
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(2) To avoid doubt, the fact that the prescribed
requirements are not met does not imply that the
assessable profits do not arise in or are not derived
from Hong Kong.”.
9. Section 15 amended (certain amounts deemed trading receipts)

10.

11.

After section 15(1D)—

Add
“(1DA)

For the purposes of subsection (1)(n)(i), if the
aircraft business is a business of granting a right to
use an aircraft under a funding lease as defined by
section 14G(1), the finance charges or interest
received by or accrued to the corporation for the
grant of the right to use the aircraft are to be
regarded as sums received by or accrued to the
corporation by way of gains or profits.”.

Section 15FA added
After section 15F—

Add

“15FA. Sums derived from funding leases of aircraft

For the purposes of this Part, if a person is engaged in a
business of granting a right to use an aircraft under a
funding lease as defined by section 14G(1), the finance
charges or interest received by or accrued to the person
for the grant of the right to use the aircraft are to be
regarded as sums received by or accrued to the person by
way of interest on money lent by the person.”.

Section 16 amended (ascertainment of chargeable profits)
(1) After section 16(2)(e)—
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Add

“(ca)

(eb)

the money has been borrowed wholly or exclusively
to finance capital expenditure incurred by the
borrower, who is a qualifying aircraft lessor, on the
provision of an aircraft and—

(1)
(ii)

(iif)

the lender is not an associate of the borrower;

the capital expenditure qualifies for a deduction
under section 14IC for the aircraft; and

if the lender is a trustee of a trust estate or a
corporation controlled by such a trustee, neither
the trustee nor the corporation nor any
beneficiary under the trust is the borrower or an
associate of the borrower;

the money has been borrowed wholly or exclusively
to finance capital expenditure incurred by the
borrower, who is a qualifying aircraft lessor, on the
provision of an aircraft and—

(1)

(ii)

(iif)

the deduction claimed is in respect of interest
payable by the borrower on money borrowed
from its associate for carrying on a qualifying
aircraft leasing activity;

the associate is, in respect of the interest, subject
to a similar tax in a territory outside Hong
Kong at a rate that is not lower than the
reference rate;

the associate’s right to use and enjoy that
interest is not constrained by a contractual or
legal obligation to pass that interest to any
other person, unless the obligation arises as a
result of a transaction between the associate
and a person other than the borrower dealing
with each other at arm’s length; and
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)

)

(4)

)

(iv) the capital expenditure qualifies for a deduction
under section 141C;”.

Section 16(21)—
Repeal

“(2)(2)”

Substitute

“(2)(eb) and (g)”.
Section 16(21)(a)(1)—
Repeal

“()(a)”

Substitute

“(2)(eb)(i1) and (g)(ii)”.
Section 16(21)(c)(ii), after “14D(1)"—
Add

“or 14H(1)”.

After section 16(3C)—
Add

“(BCA) To avoid doubt, if a person is, in the production of

profits, granted a right to use an aircraft under a
funding lease as defined by section 14G(1)—

(a) for the purposes of subsection (1)(a), the
payments of finance charges or interest by the
person for the right to use the aircraft are to be
regarded as sums payable by the person by way
of interest on money borrowed by the person
(specified sums) for the purpose of producing
the profits; and
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(b) for the purposes of subsection (2)(e)(i)(A), the
specified sums are to be regarded as money
borrowed wholly and exclusively to finance
capital expenditure incurred by the person on
the provision of the aircraft.”.
12. Section 19CA amended (treatment of unabsorbed losses under
sections 19CAB and 19CAC: interpretation)
(1) Section 19CA, definition of chargeable concessionary
trading receipts, paragraph (a), after “(c)”—
Add
“, 14H(1)”.
(2) Section 19CA, definition of chargeable concessionary

3)

(4)

trading receipts, after paragraph (b)—
Add

“(ba) if the assessable profits in respect of the

concessionary trading receipts fall within the
description in section 14H(1)—the amount of the
assessable profits calculated in accordance with
section 14HB;”.

Section 19CA, definition of unabsorbed loss in respect of
the concessionary trading receipts, paragraph (a), after
“(C)”—

Add

“, 14H(1)”.

Section 19CA, definition of unabsorbed loss in respect of
the concessionary trading receipts, after paragraph (b)—

Add
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13.

14.

“(ba) if the assessable profits in respect of the

concessionary trading receipts fall within the
description in section 14H(1)—any loss ascertained
in accordance with section 14HB (because of section
19D);”.

Section 26AB amended (threshold requirements relating to
concession condition provisions)

(1)

2)

3)

Section 26AB(1)(a)—

Repeal

“, 14D(1)(a), (b) or (c), 14H(1) or 14J(1)”
Substitute

“or 14D(1)(a), (b) or (c)”.

Section 26AB(4), definition of concession condition
provision—

Repeal
“, 14H(4)(a)(i1), 14J(5)(a)(ii))” (Wherever appearing).

Section 26AB(4), definition of concession condition
provision, Note—

Repeal
“, 14H(1), 14J(1)”.

Section 37 amended (initial and annual allowances, machinery or
plant)

Section 37(3), after “section”—

Add
“141C,”.
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15. Section 37A amended (initial and annual allowances in respect of
machinery and plant acquired under hire purchase agreement)

Section 37A(1), after “Schedule 45”—
Add

“or section 141C”.

16. Section 39B amended (initial and annual allowances on
machinery or plant under the pooling system)

(1) Section 39B(1), after “or section”—
Add
“14IC or”.

(2) Section 39B(10), after “section”—
Add
“141C,”.

17. Section 40A0O amended (meaning of specified asset)
(1) Before section 40A0(1)(a)—
Add

“(aa) any aircraft for which a deduction has been allowed
to the person under section 141C;”.

(2) Section 40A0(2)—
Repeal
“(1)(a)” (wherever appearing)
Substitute

“((aa), (@),
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18. Section 40AR amended (non-application of certain provisions
because of application of Part 6D)

Section 40AR, before “16J(5B)”—
Add
“141K(6),”.

19. Section 40AS amended (deemed selling price of specified asset)
Section 40AS(1)(b)(ii)—
Repeal
“40A0(1)(c)”
Substitute
“40A0(1)(aa), (c)”.

20. Section 40AT amended (deemed proceeds of sale)
Section 40AT, before “16B(5)"—
Add
“14IK,”.

21. Section 89 amended (transitional provisions)
(1) Section 89, heading, after “provisions”—
Add

“or other provisions having effect for purposes of
amendments to this Ordinance”.

(2) Section 89—
Add
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22,

“(31) Schedule 58 sets out the provisions that have effect
for the purposes of the amendments to this
Ordinance made by the Inland Revenue
(Amendment) (Aircraft Leasing Tax Concessions)
Ordinance 2023 ( of 2023).”.

Schedule 17F amended (aircraft leasing tax concessions)
(1) Schedule 17F—

Repeal

“141 & 14N]”

Substitute

“14HA, 141, 14IH, 141J, 14LA & 14N & Schs. 57 & 58]”.
(2) Schedule 17F, section 1(1)—

Repeal

“section and Subdivision”

Substitute

“Schedule and Subdivision”.
(3) Schedule 17F, section 1(1)—

Repeal the definition of aircraft leasing activity

Substitute

“aircraft leasing activity (WA EIEH)), in relation to a
corporation, means an activity comprising—

(a) the leasing of an aircraft by the corporation to
any other person; and

(b) any of the following activities carried out by the
corporation—

(i) agreeing funding terms in relation to the
lease concerned;



Inland Revenue (Amendment) (Aircraft Leasing Tax Concessions) Bill 2023

Clause 22

C3049

“4)

)

(6)

(7

()

(i) identify or acquiring the aircraft to be so
leased;

(iii)  setting the terms and duration of the lease;

(iv) monitoring or revising any funding or
other agreements in relation to the lease;

(v) managing any risks associated with the
lease or with an activity mentioned in
subparagraph (i), (ii), (iii) or (iv);”.

Schedule 17F, section 1(1), definition of aircraft leasing
management activity, paragraph (c), after “providing”—

Add
“, or arranging for the provision of,”.

Schedule 17F, section 1(1), definition of aircraft leasing
management activity, paragraph (d), after “providing”—

Add
“, or arranging for the provision of,”.

Schedule 17F, section 1(1), definition of aircraft leasing
management activity, paragraph (g), after “operation,”—

Add
“crewing,”.

Schedule 17F, section 1(1), definition of aircraft leasing
management activity, paragraph (j)—

Repeal
“that are operating leases”.

Schedule 17F, section 1(1), definition of aircraft leasing
management activity, paragraph (k), after “providing”—

Add

“, or arranging for the provision of,”.
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(9) Schedule 17F, after Part 3—
Add

“Part 4

Prescribed Requirements for Sections 14HA and
14LA

5. Prescribed requirements for section 14HA

(1) The requirements prescribed for the purposes of
section 14HA are—

(a) that the average number of qualified employees
during the basis period for the year of
assessment concerned—

(1) is adequate in the Commissioner’s opinion;
and

(i1) isin any event not less than 1; and

(b) that the total amount of operating expenditure
incurred in Hong Kong for the activity during
that period—

(1) is adequate in the Commissioner’s opinion;
and

(i1) 1is in any event not less than $2,000,000.

(2) For the purposes of subsection (1)(a), a person is a
qualified employee if—

(a) the person is a full-time employee in Hong
Kong; and

(b) the person—

(1) carries out the activity during the basis
period; and
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(i) has the qualifications necessary to do so.

6. Prescribed requirements for section 14LA

(1) The requirements prescribed for the purposes of
section 14LA are—

(a) that the average number of qualified employees
during the basis period for the year of
assessment concerned—

(1) is adequate in the Commissioner’s opinion;
and

(i1) is in any event not less than 2; and

(b) that the total amount of operating expenditure
incurred in Hong Kong for the activity during
that period—

(1) is adequate in the Commissioner’s opinion;
and

(i1) is in any event not less than $1,000,000.

(2) For the purposes of subsection (1)(a), a person is a
qualified employee if—

(a) the person is a full-time employee in Hong
Kong; and

(b) the person—

(1) carries out the activity during the basis
period; and

(i) has the qualifications necessary to do so.”.

23. Schedule 17J amended (qualifying amalgamations—special tax
treatment)

(1) Schedule 17]—
Repeal
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24.

“40AM]”
Substitute
“40AM & Schs. 57 & 58]”.
(2) Schedule 17], after section 9—

Add

“9A. Succession of aircraft

(1)

2)

3)

(4)

This section applies to—

(a) a company that is an amalgamated company in
a qualifying amalgamation (Company A); and
(b) a company that is an amalgamating company in
the qualifying amalgamation (Company B).
Sections 141, 141A, 141B, 141C, 14ID, 14IE, 14IF,
141G, 14IH, 1411, 141)J and 14IK do not apply to
Company B in relation to any aircraft succeeded by
Company A in the qualifying amalgamation (specified
aircraft).
Sections 141, 141A, 141B, 141C, 14ID, 14IE, 14IF,
141G, 14IH, 1411, 141J and 14IK with the
modifications set out in Part 2 of Schedule 57, have
effect in relation to Company A and a specified
aircraft.

In this section—

aircraft (%) has the meaning given by section 14G.”.

Schedules 57 and 58 added
The Ordinance—

Add
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“Schedule 57

[Schs. 17] & 58]

Modifications to be Made to Certain Provisions
Because of Succession of Aircraft

Part 1

Preliminary

1. Interpretation
(1) In the modified sections 141, 141A, 141IB, 14IC, 141D,

141E, 14IF, 141G, 14IH, 1411, 141J and 14IK
(modified provisions)—

Company A (/A F])—see section 9A(1) of Schedule 17J;
Company B (£~ 7])—see section 9A(1) of Schedule 17J;

qualifying amalgamation (5 'E1%51f) has the meaning
given by section 40AE;

specified aircraft (18W1#), in relation to Company A,
means an aircraft of Company B to which Company
A has succeeded in the qualifying amalgamation.

(2) The words and expressions used in modified
provisions and defined in section 14G for the
purposes of Subdivision 4 of Division 2 of Part 4
have the same meaning as in that Subdivision.
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Part 2

Modifications to Sections 141, 141A, 14IB, 14IC,
141D, 141E, 14IF, 141G, 141H, 1411, 141J and
141K

2. Sections 141, 14IA, 141B, 14IC, 14ID, 14IE, 141F, 141G,
14IH, 1411, 141J and 14IK modified

Sections 141, 14IA, 141B, 14IC, 14ID, 141E, 141IF, 14IG,
14IH, 1411, 141J and 14IK are modified to read as
follows—

“141. Calculation of net lease payments for right to use
specified aircraft under operating lease: aircraft
acquired in year of assessment preceding year of
assessment beginning on 1 April 2023

(1) Subject to section 14IA, this section applies to
Company A for a year of assessment (particular
year) if—

(a) section 14H(1) applies to Company A for
the particular year; and

(b) any qualifying aircraft leasing activity of
Company A for the particular year relates
to an operating lease of a specified
aircraft—

(i) that was acquired by Company B in a
year of assessment preceding the year
of assessment beginning on 1 April
2023; and
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2)

)

(i) that has been used by Company B or
Company A for carrying out any
qualifying aircraft leasing activity
relating to an operating lease in a
year of assessment preceding the year
of assessment beginning on 1 April
2023.

The assessable profits of Company A derived
from the qualifying aircraft leasing activity
relating to the operating lease for the particular
year are to be the net lease payments for the
right to use the specified aircraft under the
operating lease (NLP).

The NLP is to be calculated in accordance with
the following formula—

A=B-C)xD
where: A means the NLP;

B means the aggregate amount of the
gross lease payments for the right
to use the specified aircraft under
the operating lease (whether or not
they are periodic payments and
including any sum payable under a
residual value guarantee) (lease
income) earned by or accrued to
Company A during the basis period
for the particular year;
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“4)

)

(1)

C means the aggregate amount of any
outgoings and expenses deductible
under this Part to the extent to
which they are incurred during the
basis period for the particular year
by Company A in the production
of the lease income (relevant
outgoings and expenses);, and

D means the percentage prescribed in
section 2 of Schedule 17F.

If the specified aircraft is leased together with
other dealings in pursuance of one bargain,
then for calculating the NLP, the Commissioner
must, having regard to all the circumstances of
the bargain, allocate an amount of gross lease
payments for the right to use the aircraft under
the lease.

If subsection (3) applies, the relevant outgoings
and expenses may not be claimed for deduction
under this Part otherwise than for calculating
the NLP under that subsection.

14IA. Circumstances under which section 141 does not apply

Section 141 does not apply to Company A for a
year of assessment in respect of a qualifying
aircraft leasing activity carried out by Company
A in relation to an operating lease of a specified
aircraft if—

(a) neither Company B nor Company A has
incurred any capital expenditure on the
provision of the specified aircraft;
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(b)

©

(d)

(©

an allowance under Part 6 is or has been
granted to a relevant person in respect of
any capital expenditure incurred on the
provision of the aircraft;

capital allowances are granted to a relevant
person in a jurisdiction outside Hong
Kong (non-Hong Kong jurisdiction), for the
year of assessment, in respect of any
capital expenditure incurred on the
provision of the aircraft;

subject to subsection (7), the qualifying
aircraft leasing activity is carried out by
Company A as an owner of the aircraft
and, before the aircraft is acquired by
Company B—

(1) the aircraft was owned and used by a
lessee of the operating lease to which
the qualifying aircraft leasing activity
relates (lessee), whether alone or with
another person; or

(i) the aircraft was owned and used by
an associate of a lessee mentioned in
subparagraph (i), whether alone or
with another person; or

Company B or Company A has elected in
writing that section 14IB applies in
calculating its assessable profits derived
from any qualifying aircraft leasing activity
carried out by it in relation to any
operating lease of the aircraft for the year
of assessment and any subsequent year of
assessment.
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)

3)

“4)

)

An election under subsection (1)(e), once made,
1s irrevocable.

For the purposes of subsection (1)(b), an
allowance under Part 6 is to be regarded as not
being or having been granted to a relevant
person in respect of any capital expenditure
incurred on the provision of the specified
aircraft if an amount equal to the allowance has
been charged to profits tax as balancing charge
made on the relevant person.

Subsection (1)(c) does not apply to capital
allowances granted to a relevant person in a
non-Hong Kong jurisdiction (as described in
that subsection) if Condition 1 or Condition 2
is satisfied in relation to the year of assessment.

Condition 1 is that—

(a) the relevant person is subject to tax in the
non-Hong Kong jurisdiction (non-Hong
Kong tax) in respect of the gross lease
payments for the right to use the specified
aircraft in relation to the year of
assessment (GLP);

(b) the GLP is chargeable to tax under this
Part;

(c) the non-Hong Kong tax is a tax of
substantially the same nature as tax
imposed under this Part; and

(d) capital allowances are granted to the
relevant person in calculating any
chargeable profits derived from the GLP
for the purpose of the non-Hong Kong
tax.
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(6) Condition 2 is that—

(7)

(a)

(b)

(©)

one or both of the specified events occur
in respect of the specified aircraft in the
year of assessment;

the relevant person is, in respect of the
insurance money or other compensation or
the consideration for the disposal of the
aircraft (as the case requires), subject to a
non-Hong Kong tax that is a tax of
substantially the same nature as tax
imposed under this Part (specified tax);
and

the total amount that the relevant person
is subject to the specified tax is not less
than the total amount of the -capital
allowances granted to that person in the
non-Hong Kong jurisdiction (as described
in subsection (1)(c)).

Subsection (1)(d) does not apply if—

(a)

(b)

the specified aircraft was acquired by
Company B from the lessee or the associate
mentioned in that subsection (end-user)
with a consideration that is not more than
the consideration paid by the end-user to
another person (supplier) for acquiring the
aircraft from the supplier; and

no initial or annual allowance under Part 6
was or has been granted to the end-user in
respect of the aircraft before the
acquisition of the aircraft by Company B.
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141B.

(8) For the purposes of subsection (7)(b), an
allowance is to be regarded as not being or
having been granted if the end-user disclaims
the allowance by giving the Commissioner a
written notice within—

(a)

(b)

the period of 3 months beginning on the
date on which the capital expenditure
giving rise to the allowance is incurred; or

any further time that the Commissioner
permits in a particular case.

(9) In this section—
relevant person (FHBi A\ 1) means—

(a)
(b)

Company A; or

a connected person of Company A;

specified event (15 W3 14)—see subsection (10).

(10) For the purposes of this section, a specified
event occurs in respect of an aircraft in a year
of assessment if—

(a)

(b)

any insurance money or other
compensation is accrued in relation to the
aircraft in the year of assessment; or

the aircraft is disposed of in the year of
assessment.

Calculation of net lease payments for right to use
specified aircraft under operating lease: aircraft
acquired in year of assessment beginning on or after
1 April 2023 and certain other aircraft

(1) This section applies to Company A for a year
of assessment (particular year) if—
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)

)

(4)

(a)

(b)

section 14H(1) applies to Company A for
the particular year; and

Condition 1, Condition 2 or Condition 3 is
satisfied in relation to a specified aircraft.

Condition 1 is that—

(a)

(b)

the specified aircraft was acquired by
Company B in a year of assessment
beginning on or after 1 April 2023; and

any qualifying aircraft leasing activity
carried out by Company A in the
particular year relates to an operating lease
of the aircraft.

Condition 2 is that—

(a)

(b)

the specified aircraft was acquired by
Company B in a year of assessment
preceding the year of assessment beginning
on 1 April 2023 (previous year of
assessment) and had not been used by
Company B, nor by Company A, in any
previous year of assessment for carrying
out any qualifying aircraft leasing activity
in relation to an operating lease; and

any qualifying aircraft leasing activity
carried out by Company A in the
particular year relates to an operating lease
of the aircraft.

Condition 3 is that—

(a)

any qualifying aircraft leasing activity
carried out by Company A in the
particular year relates to an operating lease
of the specified aircraft; and
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)

(6)

(b) either—

(i) Company B or Company A has
elected under section 14IA(1)(e) in
relation to the specified aircraft for
the particular year; or

(i) section 141 does not apply in any
other case to any operating lease of
the aircraft for the particular year.

The assessable profits derived from the
qualifying aircraft leasing activity mentioned in
subsection (2)(b), (3)(b) or (4)(a), as the case
requires, are to be the net lease payments for the
right to use the specified aircraft under the lease
concerned (NLP).

The NLP is to be calculated in accordance with
the following formula—

A=B-C-D+E+F
where: A means the NLP;

B means the aggregate amount of the
gross lease payments for the right
to use the specified aircraft under
the operating lease (whether or not
they are periodic payments and
including any sum payable under a
residual value guarantee) (lease
income) carned by or accrued to
Company A during the basis period
for the particular year;
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(7)

C means the aggregate amount of any
outgoings and expenses deductible
under this Part, to the extent to
which they are incurred during the
basis period for the particular year
by Company A in the production
of the lease income (relevant
outgoings and expenses),

D means the aggregate amount of the
allowances granted under Part 6, to
the extent that the relevant assets
counted for the allowances are used
during the basis period for the
particular year by Company A in
the production of the lease income
(relevant allowances);

E means the aggregate amount of the
other income and trading receipts
arising in or derived from Hong
Kong that are attributable to the
qualifying aircraft leasing activity
relating to the operating lease; and

F means the balancing charge to be
made under Part 6 on Company A,
to the extent that the relevant assets
counted for the balancing charge
are used in the production of
specified gross lease income
(relevant charge).

If the specified aircraft is leased together with
any other dealings in pursuance of one bargain,
then for calculating the NLP, the Commissioner
must, having regard to all the circumstances of
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14IC.

the bargain, allocate an amount of gross lease
payments for the right to use the aircraft under
the lease.

(8) If subsections (5) and (6) apply—

(a) the relevant outgoings and expenses and
the relevant allowances may not be claimed
for deduction under this Part otherwise
than for calculating the NLP under
subsection (6); and

(b) the other income and trading receipts and
the relevant charge are not taxable under
this Part otherwise than for calculating the
NLP under subsection (6).

(9) In this section—

specified gross lease income (F§WIFETHAIILA), in
relation to Company A, means any gross lease
payments for the right to use an aircraft of
Company A under an operating lease that are
used for calculating the net lease payments for
the right to use the aircraft under this section;

trading receipts (E3EULA) does not include any
amounts that are regarded as trading receipts
under section 141H, 1411 or 141J.

Deduction of certain capital expenditure incurred in
relation to specified aircraft

(1) Despite section 17, this section applies to
Company A for a year of assessment (particular
year) if—
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)

)

(4)

)

(a) section 14IB applies to Company A for the
particular year in relation to its assessable
profits derived from the qualifying aircraft
leasing activity relating to an operating
lease of a specified aircraft;

(b) the specified aircraft was an aircraft
acquired by Company B; and

(c) Company A wuses the aircraft in the
particular year for the carrying out of any
qualifying aircraft leasing activity by
Company A in relation to an operating
lease of the aircraft.

Subject to section 14IF, the specified capital
expenditure incurred in relation to the specified
aircraft in the particular year (SCE) is
deductible for Company A for that year.

If the particular year is the first year of
assessment for which section 14IB applies to the
specified aircraft, the SCE is to be determined
in accordance with the formula in section
141D(2).

If the particular year is any other year of
assessment for which section 14IB applies to the
specified aircraft, the SCE is to be determined
in accordance with the formula in section
141E(2).

If the SCE has been allowed to be deducted
under this section for Company A, Company A
is not entitled to be granted any allowance
under Part 6 in respect of the capital
expenditure (aircraft) incurred by it in relation
to the aircraft concerned.
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(6) In this section—
capital expenditure (aircraft) (EASFH (M) —see
section 141G.
14ID. Supplementary provisions for section 141C(3)

(1) This section applies for the purposes of section
141C(3).

(2) The formula referred to in section 14I1C(3) is—
A=B-C-D-E-F
where: A means the specified capital
expenditure incurred in relation to
the specified aircraft in the year of
assessment concerned (particular
year);

B means the total amount of capital
expenditure (aircraft) incurred in
the particular year in relation to
the specified aircraft;

C means the aggregate amount of the
initial allowances granted under
sections 37(1), 37A(1) and 39B(1)
to Company A in relation to the
specified aircraft;

D means the aggregate amount of the
annual allowances granted under
sections 37(2), 37A(2) and 39B(2)
to Company A in relation to the
specified aircraft;
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)

(4)

E means the notional amount of the
annual allowances that would have
been granted to Company A in
respect of the specified aircraft
(NA); and

F means the aggregate of the relevant
amounts of capital allowances
granted to relevant persons in
jurisdictions outside Hong Kong.

For the purposes of subsection (2), the NA is
the sum of the total amount determined under
paragraph (a) and the total amount determined
under paragraph (b)—

(a) the total amount of the annual allowances
that would have been granted under
sections 37(2), 37A(2) and 39B(2) to
Company A in respect of the specified
aircraft for a section 14I-related year if the
allowances had been available to Company
A for that year;

(b) the total amount of the annual allowances
that would have been granted under
sections 37(2), 37A(2) and 39B(2) to
Company A in respect of the aircraft for a
specific year if the allowances had been
available to Company A for that year.

For the purposes of subsection (2), subject to
subsection (6), the relevant amount of capital
allowances granted to a relevant person in a
jurisdiction outside Hong Kong (non-Hong
Kong jurisdiction) is to be determined in
accordance with the following formula—
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where:

G=H-1

G means the relevant amount of

capital allowances granted to the
relevant person in the non-Hong
Kong jurisdiction;

means the aggregate of the total
amount of capital allowances
granted, to the relevant person in
the non-Hong Kong jurisdiction,
for each relevant year in respect of
capital expenditure (aircraft)
incurred in relation to the specified
aircraft; and

means the aggregate of the total
amount of insurance money or
other compensation, accrued in
each relevant year in relation to the
specified aircraft, in respect of
which the relevant person is subject
to a specific tax in the non-Hong
Kong jurisdiction.

(5) For the purposes of subsection (4), G is taken
to be zero if H is equal to or less than I.

(6)

If—

(a) a relevant person is subject to a specific tax
in a non-Hong Kong jurisdiction in respect
of any gross lease payments for the right
to use the specified aircraft in relation to
the particular year (GLP);

(b) the GLP is chargeable to tax under this
Part; and
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(c) capital allowances are granted to the
relevant person in calculating any
chargeable profits derived from the GLP
for the purpose of the specific tax,

the relevant person is to be regarded as not
being granted any relevant amount of capital
allowances in the non-Hong Kong jurisdiction.

(7) In this section—

capital expenditure (aircraft) (GBS (éH#))—see
section 141G;

relevant person (FHBi A\ 1) means—

(a) Company A; or

(b) a connected person of Company A;
relevant year (FHE4F-J¥) means the particular year or

any year of assessment preceding the particular
year;

section 14I-related year (551410154 )—see
subsection (8);

specific tax (18 % Fi)—see subsection (9);

specific year (18 E 4F- ) —see subsection (10).

(8) For the purposes of this section, a year of
assessment is a section 14I-related year in
relation to Company A if section 141 has
applied to Company B or Company A because

of the specified aircraft for the year of
assessment.

(9) For the purposes of this section, a tax is a
specific tax if it is a tax of substantially the
same nature as tax imposed under this Part.
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(10) For the purposes of this section, a year of
assessment is a specific year in relation to
Company A if the specified aircraft has not
been used at any time during the year of
assessment for producing chargeable profits of
Company B or Company A.

(11) For the purposes of this section, in calculating
the total amount of capital expenditure (aircraft)
incurred in the particular year in relation to the
specified aircraft—

(a) any capital expenditure (aircraft) that is
incurred in the particular year in relation
to the aircraft is to be taken into account
unless it is regarded as being incurred or
taken to be incurred in another year of
assessment in relation to the aircraft under
section 141G;

(b) any capital expenditure (aircraft) that is
regarded as being incurred in the particular
year in relation to the aircraft is to be
taken into account unless it is taken to be
incurred in another year of assessment in
relation to the aircraft under section 141G;
and

(c) any capital expenditure (aircraft) that is
taken to be incurred in the particular year
in relation to the aircraft is to be taken
into account.

141E. Supplementary provisions for section 141C(4)

(1) This section applies for the purposes of section
141C(4).
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(2) The formula referred to in section 141C(4) is—
J=K-L
where: J means the specified capital
expenditure incurred in relation to
the specified aircraft in the year of
assessment concerned (particular
year),

K means the total amount of capital
expenditure (aircraft) incurred in
the particular year in relation to
the specified aircraft; and

L means the aggregate of the relevant
amounts of capital allowances
granted to relevant persons in
jurisdictions outside Hong Kong.

(3) For the purposes of subsection (2), subject to
subsection (5), the relevant amount of capital
allowances granted to a relevant person in a
jurisdiction outside Hong Kong (ron-Hong
Kong jurisdiction) is to be determined in
accordance with the following formula—

M=N-P
where: M means the relevant amount of
capital allowances granted to the

relevant person in the non-Hong
Kong jurisdiction;
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N means the total amount of capital
allowances granted, to the relevant
person in the non-Hong Kong
jurisdiction, for the particular year
in respect of capital expenditure
(aircraft) incurred in relation to the
specified aircraft; and

P means the total amount of
insurance money or other
compensation, accrued in the
particular year in relation to the
specified aircraft, in respect of
which the relevant person is subject
to a specific tax in the non-Hong
Kong jurisdiction.

(4) For the purposes of subsection (3), M is taken
to be zero if N is equal to or less than P.

)

If—
(a)

(b)

(©

a relevant person is subject to a specific tax
in a non-Hong Kong jurisdiction in respect
of any gross lease payments for the right
to use the specified aircraft in relation to
the particular year (GLP);

the GLP is chargeable to tax under this
Part; and

capital allowances are granted to the
relevant person in calculating any
chargeable profits derived from the GLP
for the purpose of the specific tax,

the relevant person is to be regarded as not
being granted any relevant amount of capital
allowances in the non-Hong Kong jurisdiction.
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(6)

In this section—

capital expenditure (aircraft) (EASFH (M) —see
section 141G;

relevant person (FHE N\ 1-) means—

(a)

(b)

Company A; or
a connected person of Company A;

specific tax (18 % Fi)—see subsection (7).

(7) For the purposes of this section, a tax is a
specific tax if it is a tax of substantially the
same nature as tax imposed under this Part.

(8)

For the purposes of this section, in calculating
the total amount of capital expenditure (aircraft)
incurred in the particular year in relation to the
specified aircraft—

(a)

(b)

any capital expenditure (aircraft) that is
incurred in the particular year in relation
to the aircraft is to be taken into account
unless it is regarded as being incurred or
taken to be incurred in another year of
assessment in relation to the aircraft under
section 141G;

any capital expenditure (aircraft) that is
regarded as being incurred in the particular
year in relation to the aircraft is to be
taken into account unless it is taken to be
incurred in another year of assessment in
relation to the aircraft under section 141G;
and
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(©)

any capital expenditure (aircraft) that is
taken to be incurred in the particular year
in relation to the aircraft is to be taken
into account.

14IF. Circumstances under which capital expenditure is not
allowed to be deducted under section 141C

(1) Section 14IC does not apply to Company A in
relation to a specified aircraft for a year of
assessment if—

(a)

(b)

any allowance has been granted under Part
6 or deduction has been allowed under this
Part to Company A in respect of any
capital expenditure (aircraft) in relation to
the specified aircraft and the aggregate
amount of the allowances and deductions
so granted or allowed is equal to the total
amount of capital expenditure (aircraft) in
relation to the aircraft; or

subject to subsection (2), the aircraft was,
before the acquisition of the aircraft by
Company B—

(1) owned and used by a lessee of an
operating lease of the aircraft
(whether alone or with any other
person); or

(1) owned and used by an associate of a
lessee of an operating lease of the
aircraft (whether alone or with any
other person).

(2) Subsection (1)(b) does not apply if—
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141G.

)

(4)

(a)

(b)

the specified aircraft was acquired by
Company B from the Ilessee or any
associate of the lessee (end-user) with a
consideration not more than the
consideration paid by the end-user to
another person (supplier) for acquiring the
aircraft from the supplier; and

no initial or annual allowance under Part 6
was or has been granted to the end-user in
respect of the aircraft before the
acquisition of the aircraft by Company B.

For the purposes of subsection (2)(b), an
allowance is to be regarded as not being or
having been granted if the end-user disclaims
the allowance by giving the Commissioner a
written notice within—

(a)

(b)

the period of 3 months beginning on the
date on which the capital expenditure
giving rise to the allowance is incurred; or

any further time that the Commissioner
permits in a particular case.

In this section—

capital expenditure (aircraft) (&7BA (M) —see
section 141G.

Meaning of capital expenditure (aircraft)—for
sections 141C, 141D, 141E and 14IF

(1) This section applies for the purposes of sections
141C, 141D, 14IE and 141F.
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(2) Any capital expenditure incurred by Company
A in relation to a specified aircraft is capital
expenditure (aircraft) in relation to the specified
aircraft.

)

(4)

Capital expenditure incurred by Company A in
relation to a specified aircraft includes—

(a)

(b)

©

any capital expenditure incurred by
Company B on the provision of the
specified aircraft;

any consideration for the acquisition of the
aircraft made by Company B; and

any legal expenses and valuation fees
incurred by Company B in connection with
the acquisition.

However, neither the expenditure mentioned in
paragraph (a) nor the expenditure mentioned in
paragraph (b) is capital expenditure incurred by
Company A in relation to a specified aircraft—

(a)

(b)

any expenditure incurred by Company B
or Company A in relation to the specified
aircraft that is reimbursed to Company B
or Company A by way of or attributable
to a grant, subsidy or similar financial
assistance;

any capital expenditure incurred by
Company B or Company A that has been
deducted or may be deducted in relation to
the aircraft under any section (other than
section 14IC) in this Part.
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)

(6)

(7)

If the specified aircraft was acquired by
Company B together with any other assets in
pursuance of one bargain, then for determining
the actual amount of the consideration for the
acquisition, the Commissioner must, having
regard to all the circumstances of the bargain,
allocate an amount of the consideration for the
acquisition of the aircraft.

If the Commissioner is of the opinion that the
consideration for the acquisition of the specified
aircraft by Company B does not represent the
true market value of the aircraft at the time of
the acquisition—

(a) the Commissioner may determine the true
market value of the aircraft; and

(b) the amount so determined is to be taken to
be the consideration for the acquisition.

If—

(a) after the qualifying amalgamation,
Company A begins to use the specified
aircraft in a year of assessment (particular
year) for the carrying out of any qualifying
aircraft leasing activity in relation to an
operating lease of the aircraft but the
particular year is not the year of
assessment in which the acquisition takes
place; and

(b) Company B had not used the aircraft for
the carrying out of such activity before the
qualifying amalgamation,
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141H.

(8)

any capital expenditure (aircraft) in relation to
the aircraft that was incurred before the
particular year is to be regarded as being
incurred in the particular year.

If any capital expenditure (aircraft) in relation
to a specified aircraft (expenditure) is incurred
or regarded as being incurred in a year of
assessment preceding the year of assessment
beginning on 1 April 2023, the expenditure is
taken to be incurred in the year of assessment
beginning on 1 April 2023.

Consideration for disposal of specified aircraft etc. to

be

regarded as trading receipts of Company

A—aircraft in respect of which no election has been
made under section 14IA(1)(e)

(1)

This section applies to Company A if—

(a) section 141 applies or has applied to
Company A or Company B in relation to a
specified aircraft for a year of assessment
beginning on or after 1 April 2023;

(b) no election has been made under section
14IA(1)(e) in respect of the specified
aircraft for any year of assessment; and

(c) either or both of the following events
occur on or after the qualifying
amalgamation—

(i) any insurance money or other
compensation is accrued to Company
A in relation to the aircraft;

(1) the aircraft 1is disposed of by
Company A.
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)

)

(4)

Despite the exclusion relating to the sale of
capital assets in section 14, each of the following
amounts in relation to the specified aircraft is to
be regarded as a trading receipt arising in or
derived from Hong Kong in relation to the
qualifying aircraft leasing activity of Company
A (trading receipt)—

(a) the amount of any insurance money or
other compensation accrued to Company
A in relation to the aircraft (IMOC);

(b) the actual amount of the consideration for
the disposal of the aircraft determined in
accordance with section 14IK.

However, if, in relation to the specified aircraft,
the aggregate of the total amount of the
IMOCs and the amount mentioned in
subsection (2)(b) accrued or regarded as being
accrued in a particular year exceeds the specified
amount (SA4), the excess amount is not regarded
as any trading receipt of Company A under
subsection (2) for the particular year.

The SA—
(a) if—

(i) any insurance money or other
compensation—

(A) is accrued or regarded as being
accrued to Company B, in
relation to the specified aircraft,
in the particular year or a year
of assessment preceding the
particular year (preceding year);
or
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(B) is accrued or regarded as being
accrued to Company A, in
relation to the aircraft, in a
preceding year; and

(i) the insurance money or other
compensation is chargeable to tax
under this Part in relation to
Company B or Company A,

is the amount of the notional amount (NA)
minus the total amount of all such
insurance money or other compensation;
and

(b) in any other case—is the NA.

(5) Subject to subsection (6), the NA is to be the
amount determined in accordance with the
following formula—

Bl + B2
C

where: A means the NA;

Bl means the aggregate of the total
amount of the net lease payments
for the right to use the specified
aircraft, calculated in accordance
with section 141 in relation to
Company B, for each particular
year (aggregate NLPI);

A = x (1-C)
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(6)

(7)

(8)

B2 means the aggregate of the total
amount of the net lease payments
for the right to use the specified
aircraft, calculated in accordance
with section 141 in relation to
Company A, for each particular
year (aggregate NLP2); and

C means the percentage prescribed in
section 2 of Schedule 17F.

If the sum of the aggregate NLPI and the
aggregate NLP2 is equal to or less than zero,
the NA is taken to be zero.

For a trading receipt that falls within the
description in subsection (2)(a)—

(a)

(b)

if Company A has permanently
discontinued its qualifying aircraft leasing
activity before the IMOC concerned is
accrued—the trading receipt is to be
regarded as being accrued in the year of
assessment in which the discontinuance
takes place; and

in any other case—the trading receipt is
accrued in the year of assessment in which
the IMOC is accrued.

For a trading receipt that falls within the
description in subsection (2)(b)—

(a)

if Company A has permanently
discontinued its qualifying aircraft leasing
activity before the disposal of the specified
aircraft takes place—the trading receipt is
to be regarded as being accrued in the year
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1411.

of assessment in which the discontinuance
takes place; and

(b) in any other case—the trading receipt is
accrued in the year of assessment in which
the aircraft is disposed of.

(9) In this section—

particular  year (FPE4FFE) means a year of
assessment beginning on or after 1 April 2023.

Consideration for disposal of specified aircraft etc. to
be regarded as trading receipts of Company
A—aircraft in respect of which section 141 has not
applied for year of assessment beginning on or after 1
April 2023

(1) This section applies to Company A if—

(a) section 14IB applies to Company A for a
year of assessment in relation to a specified
aircraft;

(b) the application of that section to the
specified aircraft is not because of an
election made under section 14IA(1)(e);
and

(c) either or both of the following events
occur on or after the qualifying
amalgamation—

(i) any insurance money or other
compensation is accrued to Company
A in relation to the aircraft;

(i) the aircraft is disposed of by
Company A.
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(2) This section also applies to Company A if—

3)

(a)

(b)

©

section 14IB applies to Company A for a
year of assessment in relation to a specified
aircraft because of an election made under
section 141IA(1)(e);

section 141 has not applied to Company B,
nor to Company A, in relation to the
specified aircraft for any year of assessment
beginning on or after 1 April 2023; and

either or both of the following events
occur on or after the qualifying
amalgamation—

(i) any insurance money or other
compensation is accrued to Company
A in relation to the aircraft;

(i) the aircraft is disposed of by

Company A.

Despite the exclusion relating to the sale of
capital assets in section 14, each of the following
amounts in relation to a specified aircraft to
which this section applies is to be regarded as a
trading receipt arising in or derived from Hong
Kong in relation to the qualifying aircraft
leasing activity of Company A (trading
receipt)—

(a)

(b)

the amount of any insurance money or
other compensation accrued to Company
A in relation to the specified aircraft
(IMOO);

the actual amount of the consideration for
the disposal of the aircraft determined in
accordance with section 14IK.
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“4)

)

However, if, in relation to the specified aircraft,
the aggregate of the total amount of the
IMOCs and the amount mentioned in
subsection (3)(b) accrued or regarded as being
accrued in a particular year exceeds the specified
amount (SA4), the excess amount is not regarded
as any trading receipt of Company A under
subsection (3) for the particular year.

The SA—
(a) if—

(i) any insurance money or other
compensation—

(A) 1is accrued or regarded as being
accrued to Company B, in
relation to the specified aircraft,
in the particular year or a year
of assessment preceding the
particular year (preceding year);
or

(B) 1is accrued or regarded as being
accrued to Company A, in
relation to the aircraft, in a
preceding year; and

(i) the insurance money or other
compensation is chargeable to tax
under this Part in relation to
Company B or Company A,

is the amount of the D&A minus the total
amount of all such insurance money or
other compensation; and

(b) in any other case—is the D&A.
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(6) For a trading receipt that falls within the
description in subsection (3)(a)—

(7

(8)

(a)

(b)

if Company A has permanently
discontinued its qualifying aircraft leasing
activity before the IMOC concerned is
accrued—the trading receipt is to be
regarded as being accrued in the year of
assessment in which the discontinuance
takes place; and

in any other case—the trading receipt is
accrued in the year of assessment in which
the IMOC is accrued.

For a trading receipt that falls within the
description in subsection (3)(b)—

(a)

(b)

if Company A has permanently
discontinued its qualifying aircraft leasing
activity before the disposal of the specified
aircraft takes place—the trading receipt is
to be regarded as being accrued in the year
of assessment in which the discontinuance
takes place; and

in any other case—the trading receipt is
accrued in the year of assessment in which
the aircraft is disposed of.

In this section—

D&A (FnH42%H), in relation to a specified aircraft,
means the aggregate of the following—

(a)

the total amount of the deductions allowed
to Company A under section 14IC in
respect of the specified aircraft;
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141J.

(b)

the total amount of the allowances that
have been granted to Company A under
Part 6 in respect of the aircraft;

particular  year (FiEFE) means a year of
assessment beginning on or after 1 April 2023.

Consideration for disposal of specified aircraft etc. to be
regarded as trading receipts of Company A—aircraft in
respect of which section 141 has applied for year of
assessment beginning on or after 1 April 2023

(1) This section applies to Company A if—

)

(a)

(b)

©

section 14IB applies to Company A for a
year of assessment in relation to a specified

aircraft because of an election made under
section 14IA(1)(e);

section 141 has applied to Company B or
Company A in relation to the specified
aircraft for a year of assessment beginning
on or after 1 April 2023; and

either or both of the following events
occur on or after the qualifying
amalgamation—

(i) any insurance money or other
compensation is accrued to Company
A in relation to the aircraft;

(i) the aircraft 1is disposed of by
Company A.

Despite the exclusion relating to the sale of
capital assets in section 14, each of the following
amounts in relation to the specified aircraft is to
be regarded as a trading receipt arising in or
derived from Hong Kong in relation to the
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)

(4)

qualifying aircraft leasing activity of Company
A (trading receipt)—

(a) the amount of any insurance money or
other compensation accrued to Company
A in relation to the aircraft (IMOC);

(b) the actual amount of the consideration for
the disposal of the aircraft determined in
accordance with section 14IK.

However, if, in relation to the specified aircraft,
the aggregate of the total amount of the
IMOCs and the amount mentioned in
subsection (2)(b) accrued or regarded as being
accrued in a particular year exceeds the specified
amount (SA4), the excess amount is not regarded
as any trading receipt of Company A under
subsection (2) for the particular year.

The SA—
(a) if—

(i) any insurance money or other
compensation—

(A) is accrued or regarded as being
accrued to Company B, in
relation to the specified aircraft,
in the particular year or a year
of assessment preceding the
particular year (preceding year);
or

(B) is accrued or regarded as being
accrued to Company A, in
relation to the aircraft, in a
preceding year; and
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)

(6)

(b)

(i) the insurance money or other
compensation is chargeable to tax
under this Part in relation to
Company B or Company A,

is the amount of the D&A minus the total
amount of all such insurance money or
other compensation; and

in any other case—is the D&A.

For a trading receipt that falls within the
description in subsection (2)(a)—

(a)

(b)

if Company A has permanently
discontinued its qualifying aircraft leasing
activity before the IMOC concerned is
accrued—the trading receipt is to be
regarded as being accrued in the year of
assessment in which the discontinuance
takes place; and

in any other case—the trading receipt is
accrued in the year of assessment in which
the IMOC is accrued.

For a trading receipt that falls within the
description in subsection (2)(b)—

(a)

(b)

if Company A has permanently
discontinued its qualifying aircraft leasing
activity before the disposal of the specified
aircraft takes place—the trading receipt is
to be regarded as being accrued in the year
of assessment in which the discontinuance
takes place; and

in any other case—the trading receipt is
accrued in the year of assessment in which
the aircraft is disposed of.
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(7) In subsections (3) and (4)—

D&A (FnH42%H), in relation to a specified aircraft,
means the aggregate of the following—

(a)

(b)

the total amount of the deductions allowed
to Company A under section 14IC in
respect of the specified aircraft;

the notional amount (NA) determined
under subsection (8) or (9) (as the case
requires);

particular  year (FFEFIE) means a year of
assessment beginning on or after 1 April 2023.

(8) Subject to subsection (9), the NA in relation to
a specified aircraft is to be determined in
accordance with the following formula—

A:%X(I—C)

where: A means the NA;

B means the aggregate NLP; and

C means the percentage prescribed in
section 2 of Schedule 17F.

(9) If the aggregate NLP is equal to or less than
zero, the NA 1is taken to be zero.

(10) In subsections (8) and (9)—
aggregate NLP (1FAH 58—

(a)

if section 141 has applied to Company B in
relation to the specified aircraft for a year
of assessment beginning on or after 1 April
2023—means the aggregate of the total
amount of the net lease payments
calculated in accordance with section 141
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in relation to the aircraft for each year of
assessment beginning on or after 1 April
2023 up to the year of assessment
preceding the one in which section 14IB
begins to apply in relation to the aircraft;
and

(b) in any other case—means the aggregate of
the total amount of the net lease payments
calculated in accordance with section 141
in relation to Company A for each year of
assessment beginning on or after 1 April
2023 up to the year of assessment
preceding the one in which section 14IB
begins to apply in relation to the aircraft.

14IK. Determination of actual amount of consideration for
disposal of specified aircraft—supplementary
provisions for sections 141H, 1411 and 141J

(1)
2)

This section applies for the purposes of sections
141H, 1411 and 141J.

For the purposes of section 14IH, subject to
subsections (5) and (6), the actual amount of
the consideration for a disposal of a specified
aircraft by Company A is to be determined in
accordance with the following formula—

_ C
A =B X D
where: A means the actual amount of the

consideration for the disposal;

B means the consideration for the
sale or other disposal of the
aircraft;
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C means the total number of
completed months in the specified
period; and

D means the total number of section
141I-related months.

(3) For the purposes of section 14II, subject to
subsections (5) and (6), the actual amount of
the consideration for a disposal of a specified
aircraft by Company A is—

(a)

if section 141 has applied to the specified
aircraft concerned for any year of
assessment preceding the year of
assessment beginning on 1 April 2023, an
amount determined in accordance with the
following formula—

G

E = X ——

F H
where: E means the actual amount of
the consideration for the

disposal;

F means the consideration for
the sale or other disposal of
the specified aircraft;

G means the total number of
completed months in the
specified period; and

H means the aggregate of the
total number of section
141-related months and the
total number of section
14IB-related months; and
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“4)

)

(6)

(b) in any other case—the sale proceeds of the
aircraft.

For the purposes of section 141J, subject to
subsections (5) and (6), the actual amount of
the consideration for a disposal of a specified
aircraft by Company A is to be determined in
accordance with the following formula—

- K
I1=17 x L
where: I means the actual amount of the

consideration for the disposal;

J means the consideration for the
sale or other disposal of the
specified aircraft;

K means the total number of
completed months in the specified
period; and

L means the aggregate of the total
number of section 14I-related
months and the total number of
section 14IB-related months.

If the specified aircraft is disposed of together
with other assets in pursuance of one bargain,
the Commissioner must, having regard to all the
circumstances of the bargain, allocate an
amount to be the actual amount of the
consideration for the disposal.

If the Commissioner is of the opinion that the
consideration for the disposal of the specified
aircraft does not represent the true market value
of the aircraft at the time of the disposal—
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(a)

(b)

the Commissioner may determine the true
market value of the aircraft; and

the amount so determined is to be taken as
the actual amount of the consideration for
the disposal.

(7) In this section—

completed month (5¢% F177) means a full calendar
month;

section 14I-related month (55141574 A {7)—see
subsections (8) and (9);

section 141B-related month (57 141BW T H 13)—see
subsections (10) and (11);

specified day (f§W H)—

(a)

(b)

if section 14IB has applied to
Company B—means the day on which that
section begins to apply to Company B; and

in any other case—means the day on which
section 14IB begins to apply to Company A;

specified period (5 W HH) ) —

(a)

for the purposes of subsections (2) and

4—

(i) if Company A has permanently
discontinued its qualifying aircraft
leasing activity in relation to the
specified aircraft before the
disposal—means the period beginning
on the Ist day of the basis period of
Company A for the year of
assessment (2023/2024) and ending on
the date of the discontinuance; and
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year

(8)

©)

(i) in any other case—means the period
beginning on the 1st day of the basis
period of Company A for the year of
assessment (2023/2024) and ending on
the date of the disposal of the
aircraft; and

(b) for the purposes of subsection (3)—

(i) if Company A has permanently
discontinued its qualifying aircraft
leasing activity in relation to the
aircraft before the disposal takes
place—means the period beginning
on the specified day and ending on
the date of the discontinuance; and

(i) in any other case—means the period
beginning on the specified day and
ending on the date of the disposal of
the aircraft;

of assessment (202312024) (GRFUAFESE
(2023/2024)) means the year of assessment
beginning on 1 April 2023.

For a specified aircraft of Company A to which
subsection (2), (3) or (4) applies, each completed
month in respect of which section 141 applies to
Company B or Company A in relation to the
specified aircraft is a section 14I-related month.

If, in relation to the specified aircraft, section
141 applies to Company B in respect of a part
of a month and applies to Company A in
respect of the other part of the month, that
month is also a section 14I-related month.
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(10)

(11)

(12)

For a specified aircraft of Company A to which
subsection (3) or (4) applies, each completed
month in respect of which section 14IB applies
to Company B or Company A in relation to the
specified aircraft is a section 14IB-related
month.

If, in relation to the specified aircraft, section
14IB applies to Company B in respect of a part
of a month and applies to Company A in
respect of the other part of the month, that
month is also a section 14IB-related month.

For the purposes of this section, the
consideration for the sale or other disposal of a
specified aircraft—

(a) if the disposal concerned is a sale of the
specified aircraft—is the proceeds of sale
of the aircraft; and

(b) in any other case—is the value of the
consideration for the disposal of the
aircraft.”.
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Schedule 58

[s. 89(31)]

Provisions for Inland Revenue (Amendment)
(Aircraft Leasing Tax Concessions) Ordinance

2023

1. The amendments made to the existing provisions of this
Ordinance by the Inland Revenue (Amendment) (Aircraft
Leasing Tax Concessions) Ordinance 2023 ( of 2023)
(Amendment Ordinance) and the new provisions added to
this Ordinance by the Amendment Ordinance apply to a
corporation for a year of assessment beginning on or after
1 April 2023.

2. In this Schedule—

existing provisions (3 1% 30) means sections 14G, 141, 15,
16, 19CA, 26AB, 37, 37A, 39B, 40A0, 40AR, 40AS
and 40AT and Schedules 17F and 17J;

new provisions (] &3C) means sections 14HA, 14HB,
141IA, 141B, 14IC, 14ID, 141E, 14IF, 141G, 14IH,
1411, 141J, 141K, 14IL, 14IM, 14LA and 15FA and
this Schedule and Schedule 57.”.
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Explanatory Memorandum

The main purpose of this Bill is to amend the Inland Revenue
Ordinance (Cap. 112) (Cap. 112) to enhance the existing profits
tax concessions regime available for corporations carrying on
certain business in connection with aircraft.

2. Clause 3 amends section 14G of Cap. 112 and revises the
definitions of funding lease, lease and qualifying aircraft leasing
activity used in Subdivision 4 of Division 2 of Part 4 (Aircraft
Leasing) of Cap. 112. Clause 3 also deletes the existing
definition of dry lease and adds definitions of operating lease
and sublease to that section.

3. Section 14H of Cap. 112 provides for concession for a
corporation that is a qualifying aircraft lessor (as defined by
section 14G) (qualifying aircraft lessor) for a year of assessment.
Clause 5 adds a provision (new section 14HA) to supplement
the provision in section 14H(4)(a)(ii) of Cap. 112 and clarifies
that certain activities are not considered to be carried out in
Hong Kong by the qualifying aircraft lessor or arranged by the
lessor to be carried out in Hong Kong.

4, Clause 5 also adds another provision (new section 14HB) to
Cap. 112. New section 14HB provides for the calculation of the
assessable profits of a qualifying aircraft lessor derived from
qualifying aircraft leasing activity (as defined by section 14G)
relating to an operating lease (QALA) or a funding lease for a
year of assessment.

5. Section 141 of Cap. 112 provides for the calculation of the
taxable amount of the net lease payments for the right to use
an aircraft (NLP) under an operating lease of a corporation to
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10.

which section 14H of Cap. 112 applies (section 14H
corporation). Under section 141, the taxable amount is to be
equal to 20% of the tax base.

Clause 6 amends section 141 of Cap. 112 so that it only applies
to a section 14H corporation in respect of any QALA in
relation to an operating lease of an aircraft—

(a) that is acquired by the corporation in a year of
assessment preceding the year of assessment
beginning on 1 April 2023; and

(b) that has been used by the corporation for carrying
out any QALA in a year of assessment preceding the
year of assessment beginning on 1 April 2023.

However, the amended section 141 does not apply in relation to
any operating lease of such an aircraft if the section 14H
corporation has elected that the new section 14IB should apply
to any operating lease of the aircraft (see new section
141A(1)(e)).

Clause 7 adds 13 new provisions to Cap. 112.

New section 14IA provides for the circumstances under which
the amended section 141 does not apply.

New section 14IB provides for the calculation of the taxable
amount of NLP of a section 14H corporation in respect of the
QALA in relation to—

(a) an operating lease of an aircraft acquired by the
corporation in a year of assessment beginning on or
after 1 April 2023; or
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11.

12.

13.

14.

(b) an operating lease of an aircraft that was acquired by
the corporation in a year of assessment preceding the
year of assessment beginning on 1 April 2023
(previous year of assessment) and that had not been
used by the corporation in relation to any QALA in
any previous year of assessment.

New section 141B also applies in relation to an operating lease
of an aircraft acquired, in a previous year of assessment, by a
section 14H corporation if section 141 does not apply in any
other case to the operating lease.

New sections 14IC, 141D and 141E provide for the deduction
of capital expenditure incurred on the acquisition of an aircraft
by a section 14H corporation and new section 14IF specifies
the circumstances under which such expenditure is not allowed
to be deducted under new section 14IC. New section 141G

provides for the meaning of capital expenditure (aircraft) used
in new sections 141C, 141D, 141E and 14IF.

New sections 14IH, 1411 and 141J deal with cases where an
aircraft of a section 14H corporation is disposed of or any
insurance money or other amount of compensation is accrued
to the corporation in relation to the aircraft. Under those
sections, the consideration, insurance money and amount of
compensation are regarded as trading receipts of the
corporation.

New section 14IK is a supplementary provision to sections
141H, 1411 and 141J. It seeks to determine the actual amount
of consideration for a disposal of an aircraft by a section 14H
corporation.
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15. New section 14IL provides for the calculation of assessable
profits of a section 14H corporation in relation to a sublease of
an aircraft.

16. New section 14IM provides for the calculation of assessable
profits of a section 14H corporation in relation to finance
charges or interest for the right to use an aircraft under a
funding lease.

17. Clause 8 adds new section 14LA to Cap. 112. New section
14LA is a supplementary provision to section 14J(5)(a)(ii) of
Cap. 112.

18. Clause 9 amends section 15 of Cap. 112 by adding new
subsection (1DA) to that section. The amendment clarifies the
scope of application of section 15(1)(n) and provides that the
finance charges or interest received by or accrued to a
corporation for the grant of the right to use an aircraft under a
funding lease are to be regarded as sums received by or accrued
to the corporation by way of gains or profits.

19. Clause 10 adds a provision (new section 15FA) to provide for
the sums derived from funding leases of aircraft.

20. Clause 11 amends section 16 of Cap. 112 so that interest
payable on money borrowed by a qualifying aircraft lessor
(borrower) wholly or exclusively to finance capital expenditure
incurred by the borrower on the provision of an aircraft may
be deducted when ascertaining the profits in respect of which
the borrower is chargeable to tax under Part 4 of Cap. 112.

21. Clause 12 amends the definitions of chargeable concessionary
trading receipts and unabsorbed loss in respect of the
concessionary trading receipts in section 19CA of Cap. 112.
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22. Clauses 13, 14, 15 and 16 provide for consequential
amendments to sections 26AB, 37, 37A and 39B of Cap. 112.

23. Clause 17 amends section 40A0 of Cap. 112 and modifies the
meaning of specified asset in that section. After the amendment
to section 40AO comes into operation, an aircraft for which a
deduction has been allowed under new section 14IC to a person
is a specified asset in relation to that person for the purposes of
Part 6D of Cap. 112. Sections 40AR, 40AS and 40AT of Cap.
112 are also amended by the Bill (clauses 18, 19 and 20). The
amendments are made to ensure that the enhanced regime
under Cap. 112 could operate in the case where a specified
event (within the meaning of section 40AP of Cap. 112) occurs
in relation to the aircraft.

24, The definition of aircraft leasing activity in Schedule 17F to
Cap. 112 is amended by clause 22. Clause 22 also amends that
Schedule to prescribe certain requirements for new sections
14HA and 14LA.

25. Clause 23 amends Schedule 17J to Cap. 112 so that succession
of an aircraft because of a qualifying amalgamation (as defined
by section 40AE of Cap. 112) is also covered by that Schedule.

26. The amendments made to Cap. 112 by the Bill apply to a
corporation for a year of assessment beginning on or after 1
April 2023 (see new Schedule 58 in clause 24).
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