
Hong Kong proposes relaxing intra-group stamp duty relief for transfers of dutiable 
assets

- The threshold for the relief would be lowered from 90% to 75% by virtue of either (i) beneficial ownership 
interest or (ii) voting power; and the scope of eligible entities would cover bodies corporates that do not 
have issued share capital (such as limited liability partnerships and certain limited liability corporations), 
provided that they have a separate legal personality.

- As a transitional arrangement, pending legislation to be introduced in October 2026, these proposals will 
apply retrospectively to instruments for the transfer of Hong Kong stock or property signed on or after 
25 February 2026. Instruments qualifying for the relief under these proposals may be submitted to the 
Stamp Office for adjudication, i.e., without the need to pay the stamp duty upfront and then apply for a 
refund later. The adjudication will be processed once the proposed legislation is enacted. 

This alert discusses the proposed enhancements to the intra-group stamp duty relief under section 45 of the 
Stamp Duty Ordinance (SDO). Clients with questions about the proposed enhancements or the transitional 
arrangement should contact their tax executive.
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Background

Under section 45 of the SDO, transfers of Hong Kong stock or property between two bodies corporates would be exempt from stamp 

duty, provided that the transferor and the transferee  are associated by virtue of (i) one beneficially owning not less than 90% of the 

issued share capital of the other ; or (ii) a third body corporate beneficially owning not less than 90% of the issued share capital of 

both the transferor and the transferee. 

The Court of Final Appeal ruled in John Wiley & Sons UK2 LLP and Another v The Collector of Stamp Duty in 2025 that the transfer 

of Hong Kong stock by a UK limited liability partnership (UK-LLP) to a limited liability corporation that 100% beneficially owned the 

UK-LLP was not eligible for the intra-group stamp duty relief under section 45 of the SDO. This was because the UK-LLP did not have 

issued share capital and, as such, the transferor and transferee could not be associated by virtue of one beneficially owning not less 

than 90% of the issued share capital of the other. 

The decision in John Wiley means that many modern forms of business entities such as LLPs or limited liability corporations that do 

not have issued share capital would be denied access to the intra-group stamp duty relief under section 45 of the SDO.

Acknowledging that such restricted access to the relief would not be conducive to Hong Kong maintaining its position as a leading 

investment and business hub, the Financial Secretary announced in the Budget in February 2026 that the terms of section 45 of the 

SDO would be relaxed. 

In a briefing paper submitted to the Legislative Council Panel on Financial Affairs discussed by the panel on 6 July 2026, the details 

of the proposed enhancements are provided. 

The proposed enhancements to section 45 of the SDO 

Relaxed “association test”

The “association test” under section 45 of the SDO would be relaxed and would no longer be tied solely to “issued share capital”.

Under the relaxed “association test”, two entities would be regarded as associated if –

    (a)   one entity has an associating interest in the other entity; or

    (b)   a third entity has an associating interest in both of them.

An entity (entity A) is regarded as having an associating interest in another entity (entity B) if –

    (a)   entity A has at least a 75% direct or indirect beneficial interest in, or in relation to, entity B; or

    (b)   entity A is, directly or indirectly, entitled to exercise, or control the exercise of, at least 75% of the voting rights in, or in 

relation to, entity B.

If entity B has issued share capital, entity A’s beneficial interest in entity B shall be determined by the issued share capital; otherwise 

(for example, in the case of a limited liability partnership), it shall be determined by entity A’s ownership interest in entity B. 

Anti-abuse provisions and other references to the “association test” in the SDO will be amended correspondingly

The anti-abuse provisions and other references to the “association test” in the SDO, including the requirements that the 

consideration for the transfer of Hong Kong stock or property cannot be provided or received by a non-associated person and that 

the transferor and transferee must remain associated for at least two years, would be amended correspondingly to reflect the 

proposed relaxed “association test”. 



Commentary 

A more flexible and accommodative regime 

The Government indicates that in formulating the relaxed “association test”, it has made reference to the intra-group stamp duty 

relief regimes in both the UK and Singapore. 

In the UK, the “association test” is determined by reference to ordinary share capital, profits available for distribution, as well as 

assets available for distribution on a winding-up, and the ownership threshold is 75%. 

As for Singapore, if a specified entity has 75% or more voting capital and 50% or more voting power in another specified entity, the 

two entities would be regarded as associated and eligible for the intra-group relief. 

It is noteworthy that the 75% “association test” under both the UK and Singapore regimes must be determined by reference to the 

satisfaction of two or more conditions, such as ownership interest and voting power, as is the case in Singapore. Under the proposed 

enhancements, the 75% “association test” in Hong Kong would be determined by reference to either the ownership interest or voting 

power. 

As such, it appears that the Government has made a deliberate decision to make the intra-group stamp duty relief regime in Hong 

Kong more flexible and accommodative than the corresponding regimes in the UK and Singapore. The Government has, however, 

indicated that abusive or contrived arrangements to exploit the proposed enhancements could be subject to challenges under general 

anti-avoidance case-law principles.

What constitutes an entity having a separate legal personality 

At its core, a separate legal personality means the law treats an entity as a distinct legal person, entirely separate from the persons 

who own, manage or established it. Characteristics indicating whether an entity has a separate legal personality include its ability to 

own property, enter into contracts and sue and be sued in its own name. As such, while an LLP generally has a separate legal 

personality, a limited partnership may not. 

In this regard, it would be helpful if the Stamp Office could, similar to the practice of HM Revenue & Customs in the UK, issue a list of 

entities formed in different jurisdictions that it considers to have a separate legal personality for the purposes of the proposed 

enhancements. 

Transitional arrangement for adjudication 

It would also be helpful for the Stamp Office to indicate that, provided duty payers file the instruments for the transfer of Hong Kong 

stock or property for adjudication under the transitional arrangement in good faith, they would not be penalized even if the transfer 

is subsequently found not to qualify for the relief. 

Clients who have any questions on the proposed enhancements or the transitional arrangement can contact their tax executive. 
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