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The Supreme Court of Kazakhstan  does 

not see any need for 

specialized tax courts 
The Chairman of the Supreme Court, Yeliye 

Abdykadyrov, has reported that the Court does 

not foresee any need to establish specialized 

tax courts in Kazakhstan.  

The main reason for such conclusion lies 

behind of small number of tax disputes per 

year – around 10 000. Furthermore, according 

to Mr. Abdykadyrov, studies have revealed 

that disputes between taxpayers and tax 

authorities are effectively resolved through 

independent tax appeals which will be more 

fully established within the tax administration 

in future. 

 

www.bnews.kz 
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by Madi Sadvakassov 

Deputy to Parliament  proposes  fight 

against envelope salary 
The deputy to lower chamber of Parliament 

(Majilis) – Tursunbek Omurzakov – has 

proposed to strengthen rules for employers 

paying wages “under the table”. He noted that 

citizens receiving wages in envelopes do not 

get pensions and social benefits. Furthermore, 

he suggested toughening employers‟ 

responsibilities for hiding employees‟ real 

salaries and working without proper labor 

contracts. 

 

www. tengrinews.kz 

NEW risk management system 

projected to reduce the number of 

notifications of tax payable by 80 

percent 
According to the Chairman of the Tax 

Committee of the Ministry of Finance of 

Kazakhstan, Anuar Dzhumadildaev,  

automated risk management system will 

reduce the number of notifications of tax 

debts by 80 percent. 

The risk management system will divide all 

taxpayers into three groups: 

- high risk, which  will be notified on tax 

debts; 

- medium degree risk, which will be 

informed on detected violations and  

- low risk group which will not get any 

notifications from tax authorities. 

www. fin.zakon.kz 



Process of reforming the tax 

administration in Tajikistan will be 

completed by 2018 
During an interview, Mr. Davlatov, 

chairperson of the Tax Committee of the 

Republic of Tajikistan, mentioned that the “tax 

committee should become the most efficient 

institution for tax administration in the 

region”. 

The Tax Project is funded by the World Bank 

for the period from February, 2013 until 

December, 2017. The main objective of 

Tajikistan Tax Reform is to improve standards 

of professionalism in the Tax Committee‟s 

work, increase the quality of services provided 

to taxpayers and reduce the volume of the 

“shadow economy” in the country. 

Furthermore, the project aims to increase the 

number of taxpayers registered for value-

added tax purposes and number of income 

taxpayers by 25%, reduce the amount of 

uncollected taxes and increase the average 

amount of taxes collected by each tax 

inspector by 35% in 5 years. 

During the Project‟s implementation, there are 

plans to install electronic kiosks in remote 

regions of the country for the benefit of 

taxpayers who do not have access to a 

computers, but who wish to fill out electronic 

declarations. 

Tajikistan‟s population has actively supported 

the implementation of reform, especially  to 

further automation and improvement of 

services for taxpayers. 

 

www. news.tj/ru/news/ 
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by Rafoat Normatova 

Treaty between United Kingdom and 

USSR in relation to Tajikistan has been 

updated 
An update clarifying the status of the United 

Kingdom – USSR Income Tax Treaty 

(1985)  in respect of relations between the UK 

and Tajikistan was released on 20 February, 

2014 by Her Majesty's Revenue & Customs 

(HRMC). According to this update,  new 

provision will not apply to residents of 

Tajikistan in respect of CIT for profits arising 

on or after 1 April 2014, in respect of income 

tax and capital gains tax for income and gains 

arising on or after 6 April 2014. Previous rules 

will apply to resident of Tajikistan until the 

new provisions will come into force.  

The current treaty was never effective in 

Tajikistan, as Tajikistan did not complete the 

procedures necessary for the treaty to become 

effective under its domestic law. 

 

www.ibfd.org 

Central Asian News 
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President of Tajikistan has signed a 

decree on tax exemption of “Rogun” 

hydroelectric power plant 
President of Tajikistan, Emomali Rahmon, 

has signed a decree on tax exemption of 

hydroelectric power plant "Rogun".  

As noted in the document, in accordance with 

Article 312 of the Tax Code of the Republic 

of Tajikistan, the object will be fully exempt 

from VAT, road users tax, tax on vehicles, 

real estate tax, social security tax for foreign 

nationals who are directly involved in the 

construction of the hydroelectric power plant, 

together with state duties for registration of 

issuance of corporate securities for purpose 

of funding of hydroelectric power plant.  

Suppliers of goods (works, services) for the 

needs of construction, however,  are not 

exempt from VAT. 

 

 

 

 

 

 

 

 

 

 

 

The World Bank continues to conduct 

evaluation of the "Rogun" plant project. 

Restoration works are conducted on the 

territory of plant up to date.  The Government 

is planning to allocate 306 million TJS (USD 

65 mln) in the first half of 2014.  

Kyrgyzstan: Ministry of Finance will 

adjust land tax for inflation 
The Ministry of Finance submitted a draft 

decree for adjustment of land tax for inflation.  

In 2014, the coefficient will be established at 

$ 1,04. Consumer price index for goods and 

services for year 2013 was used as a basis for 

calculation of the coefficient. Inflation 

coefficient will be applied for calculation of 

land tax on agricultural land, settlements and 

non-agricultural land.  

Representatives of the Ministry of Finance 

have made assuances that implementation of 

bill will not have negative social, economic, 

legal, human rights, gender, and 

environmental consequences.  

In the case of approval of the bill, tax 

authorities will collect additional KGS 30 

million for land tax. 

www.vb.kg 

 

The decree exempting “Rogun” was signed 

without the approval of the lower chamber of 

parliament,  and was subject to sharp criticism 

from members of parliament and the country's 

population. 

 

Note: “Rogun” is the hydroelectric station in 

Tajikistan located on the Vakhsh river. This 

hydroelectric station project has been 

constantly criticized by neighboring 

Uzbekistan, starting from the Project‟s launch 

in early 2009. The Tajikistan government 

started mass campaign In January, 2010, 

selling the shares of “Rogun” to raise funds for 

construction of the plant. The total amount 

collected from the sale of shares and 

certificates of “Rogun" amounted to 804.7 

million TJS (USD 170 mln). 

www.news.tj 

by Rafoat Normatova 

Central Asian News 



Ministry of Finance of Kyrgyzstan has 

decided to increase cost of patents  
The Ministry of Finance has published recent 

amendments to the government decree "On 

approval of the base tax amount for 

entrepreneurial activities on a voluntary 

patent." 

Cost of voluntary patents will increase five 

times for certain types of business activities. 

For example, the patent for the right to sell in 

cloth stores with area up to 50 sq.m. is 

proposed to increase from KGS 2000 to 

10000.   For shops with an area greater than 

50 sq.m,  The patent cost will increase to 

KGS 15000 (instead of KGS 5000). 

Patents for translators and tutors are will raise 

from KGS 2000 to 5000. 

This bill has caused discontent in the 

business community.  According to experts, 

these proposed changes have not been fully 

considered and their implementation may 

lead to social unrest in the country. In 

average, tax rates for entrepreneurs operating 

based on the patent can increase in average 

2.16 times. 

Currently, the project is under the 

consideration in the government. 

www.vb.kg 
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Kyrgyzstan: Deputies supported 

introduction of new non -tax payments  
Deputies have proposed to introduce a fee for 

environmental pollution when foreign 

vehicles enter the country.  

The amendments proposed to establish rates 

at KGS 500 (USD 9) for motorcycles, KGS 

1000 (USD 18) for cars, KGS 1,500 (USD 

27) for trucks and buses. 

List of medicines exempted from VAT   

has been updated in Uzbekistan 
Adjustments were made   with the purpose of 

further development of pharmaceutical 

industry.  

The Ministry of Finance adopted a decision 

on the adjustment of the list of medicines to 

be imported without VAT exemption, 

provided in Article 211 (6) of the Tax Code of 

the Republic of Uzbekistan. 

 

 

 

 

 

 

 

 

 

According to the updated list, import of 

medical and veterinary products, import of 

raw materials included in the list and used for 

production of medicines and medical devices 

is exempted from VAT. The number of 

medicines in the list was increased from 45 to 

67 items. 

The Ministry of Finance also amended the 

regulation with respect to the procedure for 

making adjustments and additions to the list 

of medicines, which have not covered by the 

list of tax exempted medicines. The 

Regulation previously included a norm that 

allowed the Ministry of Health to make 

changes and additions in the form of 

application of the new names on similar 

imported medicines. This norm was excluded 

from the regulation.  

 

www.soliq.uz 

by Rafoat Normatova 

Central Asian News 



 Thin capitalization rules apply in the 

case of a loan  granted by a Russian 

bank, when secured by the foreign legal 

shareholder of the borrower  
Recently, the Ministry of Finance published 

Letter No. 03-08-05/56706 issued on 23 

December 2013 clarifying the applicability of 

thin capitalization rules in case a loan is 

granted to a Russian company by a Russian 

bank    when     the loan  is secured by a 

foreign legal shareholder, which directly 

owns more than 20% of the capital of the 

Russian borrower. 

Therefore, in principle, interest paid under 

the loan agreement is only partially tax 

deductible if the controlled debt/equity ratio 

exceeds 3 to 1. The excess interest is 

reclassified as dividends paid to a foreign 

legal entity and taxed according to article 

284(3) of the Tax Code. 

The Ministry of Finance pointed out that thin 

capitalization rules provide only the 

deductibility of interest expenses for 

corporate income tax purposes at the level of 

the borrower, and do not apply for the lender, 

so that  the interest received by the Russian 

bank under the loan agreement should be 

qualified entirely as taxable interest income. 

www.ibfd.org 
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Taxable base for property held by a 

non-resident company 
The Ministry of Finance published Letter No. 

03-05-05-01/5434 on 11 December 2013 

clarifying the application of tax on 

immovable property located in Russia and 

held by a non-resident company, which does 

not have a permanent establishment in Russia. 

In principle, according to articles 373 and 374 

of the Tax Code, a non-resident company 

which does not have a permanent 

establishment in Russia, will be subject to 

corporate property tax if it owns immovable 

property located in Russia. 

The Ministry of Finance pointed out that, 

effective 1 January 2014,  the corporate 

property tax base for immovable property 

belonging to non-resident companies which 

do not have permanent establishments in 

Russia will be determined by considering 

their cadastral value. In case the cadastral 

value of the immovable property is not 

determined, the corporate property tax base 

for such immovable property should be zero. 

www.ibfd.org 

by Aizhan Azkhodzhayeva and Vladimir Tyutyuryukov 

Russian News 

Tax Treaties with tax havens need to be 

reconsidered 
Minister of Finance, Anton Siluanov, has 

stated that Russia intends to revise tax treaties 

concluded with low-tax jurisdictions. 

He also highlighted the necessity for a new 

basic agreement on avoidance of double 

taxation and the revision of obsolete existing 

agreements .  

www.vedomosti.ru 



The Ministry of Finance is planning to 

introduce Controlled Foreign 

Companies (CFC) regulation 
The Ministry of Finance (MoF) has published 

a Notice opening public discussion with 

respect to introduction of CFC regulation to 

the Tax Code. Thus, profits of a corporate 

entity, which is registered and conducts 

business in an offshore or low tax jurisdiction 

than the residency of controlling owners, will 

be taxed in Russia. The project is currently 

under consideration by MoF. The final 

version of the legislation is expected to be 

developed in March. 

The effectiveness of the regulation will 

depend on definition of qualified companies, 

jurisdictions and types of income covered. 

Earlier, the Ministry of Finance officials 

explained that new law will be targeted not 

only against offshore, but also against low-

tax jurisdictions which are used for setting up 

intermediate or transit holdings. Such 

schemes are usually structured based on low 

withholding tax rates provided in tax treaties. 

Commonly used jurisdictions are Cyprus, the 

Netherlands, and Luxembourg. Thus Russian 

entity paying dividends or interest to another 

Russian company through Luxembourg 

intermediate entity can significantly save tax 

costs thanks to low withholding tax rates (0 

and 5%) under tax treaty rather than paying 

directly and suffering 15 and 20% taxes. 

www.vedomosti.ru 
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Forcing Double Tax Treaty with Laos  
Agreement between the Government of the 

Republic of Belarus and the Government of 

the  People‟s Democratic Republic of Lao on 

the avoidance of double taxation and 

prevention of tax evasion with respect to taxes 

on income, signed in Minsk on July 1, 2013, 

sha ll enter  into force on 15 March 2014.  

The provisions of this Agreement shall apply 

with respect to:  

a) taxes withheld at source, on income 

derived on or after 1st January 2015;  

b) taxes chargeable for any taxable period 

beginning on or after 1st January 2015. 

 

Forcing Double Tax Treaty with Sri-

Lanka  
Agreement between the Government of the 

Republic of Belarus and the Government of 

Democratic Socialistic Republic of Sri-Lanka 

for the avoidance of double taxation and 

prevention of tax evasion with respect to taxes 

on income, signed in Minsk on August 26, 

2013, shall enter into force on 12 February 

2014.  

The provisions of this Agreement shall apply:  

a) in respect of taxes withheld at source, on 

income derived on or after 1st January 2015;  

b) in respect of other taxes to taxes chargeable 

for any taxable period beginning on or after 

1st January 2015 . 

 

www.nalog.gov.by 

by Aizhan Azkhodzhayeva and Vladimir Tyutyuryukov 
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    Offshore RMB Borrowing is allowed 

by Shanghai Free Trade Zone 

 The Shanghai PBOC (The People's Bank of 

China) recently publicised the “Notice 

concerning Support to Further Expand the 

Cross-Border Usage of RMB in the China 

(Shanghai) Pilot Free Trade Zone” . This 

Notice  simplifies the procedures for using 

RMB across the border under current account 

and direct investment items within the 

Shanghai FTZ. The Notice also outlines the 

scale allowed for offshore RMB loans and the 

scope of using the borrowings. It specifies 

some innovative services that will be offered 

in the Shanghai FTZ, such as cross-border E-

commerce settlement. 

 The Notice provides four measures of  

improving the support for financing in the 

FTZ. Most notably, nonbanking financial 

institutions and enterprises located in the 

Shanghai FTZ are allowed to borrow RMB 

funds from offshore sources. However, the 

total amount of borrowing should not exceed 

the number calculated by multiplying the 

actual paid-in capital (for enterprises) or 1.5 

times of the actual paid-in capital (for 

nonbanking financial institutions) by the 

macro-prudential policy parameter. The 

macro-prudential policy parameter is 

determined by the Shanghai PBOC based on 

the level of national credit control. 

The borrowed RMB funds will be transferred 

to China inbound, but should be kept in the 

special settlement account opened at the bank 

located in the FTZ and can only be used for 

the purpose of manufacturing operations and 

project construction within the FTZ, and 

project construction overseas. The term of loan 

should be more than one year. 

 

 
by Antonina Tyurina 

Chinese News 

According to China Daily, a source from 

Shanghai PBOC disclosed that the current 

interest rate of borrowing at Hong Kong is 

around 4 to 5 percent while the rate in 

mainland is above 6 percent. 

 With regard to the development of the E-

commerce industry in the FTZ, it encourages 

banks in Shanghai to cooperate with payment 

institutions that have obtained an “online 

payment permit” in the FTZ or directly provide 

RMB settlement services to these E-commerce 

enterprises. 

 

 

The expansion of China’s VAT Reform 

on Telecom Sector 

According to an announcement made by 

Premier Li Keqiang China's ongoing VAT 

reforms will be expanded to the 

telecommunications sector. 

 Initially limited to certain transportation and 

modern service industries in Shanghai, the VAT 

reform on services has became so successful 

that it quickly spread to other regions of China, 

replacing  “business tax” (BT). Currently, the 

VAT reform has covered transportation, postal, 

broadcasting and other modern service sectors 

and has implemented VAT rates ranging from 0 

percent to 17 percent depending on the specific 

service sector involved.  
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The process of establishing a company in 

the Shanghai FTZ 

Since its first opening in September 2013, 

investors and businesses have flocked to the 

Shanghai FTZ. According to local media reports, 

more than 4,600 new companies, including 280 

foreign-invested enterprises (FIEs), were 

established in the Zone as of January 14, 2014. 

This surge can be attributed to the Zone‟s relaxed 

requirements and streamlined approval 

procedures for company establishment, which 

will be further described below. 

The Zone cancels out the minimum registration 

capital of RMB30,000 for limited liability 

companies, the RMB100,000 minimum for single 

shareholder companies, and the RMB5 million 

minimum for joint stock companies. Moreover, 

the Shanghai FTZ has implemented a new capital 

registration system under which foreign investors 

are no longer required to contribute 15-percent 

capital within three months and full capital within 

two years of the FIE‟s establishment.  

 

 

 

by Antonina Tyurina 

Chinese News 
The Shanghai FTZ adopts a Negative List 

approach towards foreign investment 

management, which specifies restrictions or 

bans on certain types of foreign investment. 

Under this approach, foreign investment 

projects on the Negative List are subject to pre-

approval procedures, while foreign investors 

wishing to set up an FIE in a field not listed 

need only undergo record-filing procedures with 

the authorities. 

Similar to procedures for setting up a company 

elsewhere in China, investors in the Shanghai 

FTZ must first carry out a company registration 

in order to obtain a business license.  

To unburden investors from long and tedious 

administrative approval procedures, the 

Shanghai FTZ has established unique to the 

Zone a “one-stop application processing 

platform” for company establishment. Under 

this platform, all application materials will be 

submitted and handled through the industry and 

commerce authority (AIC) in the Zone. The 

approval and filing procedures will be 

conducted via inter-departmental circulation, 

after which the various licenses and certificates 

(including the business license, enterprise code 

certificate, and tax registration certificate) will 

be issued to the applicant(s) altogether by the 

AIC. This means applicants may obtain all 

necessary documents for company 

establishment in one place, contrasting with 

outside the zone where applicants must run 

around between different authorities for the 

issuance of various certificates. This effectively 

reduces the time taken to establish a company in 

the zone. 

 

Experts predicted that these changes would 

reduce profitability for the big 3 state-owned 

enterprises who currently monopolize China's 

telecom srctor: China Mobile Ltd., China 

Unicom (Hong Kong) Ltd., and China Telecom 

Corp. Given that the BT rate for telecom services 

currently stands at 3 percent, the industry will 

assuredly be taxed at a higher rate under the 

changes. 

 In response to the new VAT regime, carriers may 

be spurred to adopt new practices to avoid high 

taxation, such as offering free or discounted 

handsets when bundled with a service contract, 

according to KPMG last year. 

  

 

  

 



The Accelerating Trends towards 

Outsourcing Payroll Processing Work in 

Asia 
Multinational companies with operations in 

one or more Asian countries have begun 

transitioning to an outsourced model for 

handling their payroll and HR administration. 

Already well-entrenched in the U.S. and UK, 

the accelerating trend towards outsourcing 

payroll processing is unlikely to reverse due to 

the huge efficiency and savings it brings. In 

Asia, however, the cost-benefit of outsourcing 

is significantly less clear-cut. In essence, the 

transition towards outsourcing in Asia is 

primarily being driven by three factors: 

1. The increased importance of Asia-based 

employees to their organization, and the 

importance of ensuring the handling of their 

payroll in a professional manner. 

2. The increasing number of Asia-based 

employees, and increased complexity of their 

compensation packages. 

3. The increasing virtualization of HR 

administration, which has allowed work that 

previously entailed locally-based employees 

working with government bureaus to be 

handled from an online location.  

Savings are now kicking in due to the 

virtualization mentioned above in countries 

like China and Vietnam, but the main 

motivation for companies to choose an 

outsourced model is more related to the ability 

to achieve a higher level of consistency in data 

management, greater transparency for 

management, and improved confidentiality 

across their Asia-based entities. 

 

http://www.asiabriefing.com/ 
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by Muhammadamin Azimov 

Malaysia to Introduce Goods and 

Services Tax in 2015 
The Malaysian government has announced 

that it will implement a new Goods and 

Services Tax (GST) beginning April 1, 2015. 

The initial rate is expected to be 6 percent, 

which will be the lowest amongst ASEAN 

countries and much lower than the VAT rates 

in the European Union. 

The tax was announced within Malaysia‟s 

2014 Budget. The GST is one of the key 

strategic reform initiatives of the „Economic 

Transformation Program‟ that was announced 

by the Malaysian government in 2010. 

The new GST will replace the current sales tax 

(10 percent) and service tax (6 percent). 

GST is generally defined as a consumption tax 

based on the value-added concept. GST is 

imposed on goods and services at every stage 

of the supply chain including importation of 

goods and services. 

Although the date of the GST implementation 

has been announced, the public still has not 

been made fully aware of all of the GST draft 

legislation and relevant regulations. 

Businesses are thus eager to get more 

clarification on what the new GST will 

actually cover before it goes into effect. As 

such, it is important to seek professional help 

from those with local expertise to ensure that 

your company is in compliance with the new 

laws. 

The GST is expected to affect areas such as 

product pricing, cash flow, record keeping, 

invoicing, contracts, vendor/supply 

management and stock management. 

 

http://www.asiabriefing.com/ 
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Individual Income Tax Rates Across 

Asia: 
Individual income tax (IIT) rates and 

regulations vary considerably across Asia. In 

the graph and chart below, we provide a 

comparative overview of  IIT rates in China, 

Hong Kong, India, Singapore and Vietnam 

estimated to the nearest thousand U.S. 

dollars. The chart, “Individual Income Tax 

Rates Across Asia,” displays IIT rates, while 

the graph above it provides a visual 

representation of these differences. 

As you might expect in a region comprising 

so much diversity and complexity, the 

systems utilized by governments in places 

like China and Vietnam (countries with large 

populations and with a communist 

background) are substantially different than 

those in places like Hong Kong and 

Singapore – small jurisdictions with a 

distinctly capitalist outlook. While the charts 

below provide an overview of macro-level 

differences in IIT rates, compliance 

procedures vary significantly by country. 

It is important to remember that these graphs 

are based upon estimates and the exchange 

rate at the time of writing, and should not be 

used to make any conclusive IIT calculations.  

http://www.asiabriefing.com/ 

International Tax News 

by Muhammadamin Azimov 
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Swiss banks say new automatic info 

exchange framework costly 
As India and 41 countries on Thursday 

adopted a new global standard for automatic 

exchange of information on offshore tax 

evasion, Swiss banks said this framework is 

very complex and involves high costs, 

reports Zee News. 

Welcoming this framework to fight offshore 

tax evasion, as many as 42 jurisdictions 

including India issued a joint statement, 

stating that such a global collaboration was 

necessary to "clamp down on this harmful 

and abusive activity which reduces public 

revenues and increases the burden on those 

who pay their taxes". 

The SBA (Swiss Bankers Association) said, 

that the implementation of the new OECD 

standard is highly complex and will result in 

significant costs. 

Announcing the new standard, OECD 

Secretary-General Angel Gurria said: ""This 

new standard on automatic exchange of 

information will ramp up international tax 

co-operation, putting governments back on a 

more even footing as they seek to protect the 

integrity of their tax systems and fight tax 

evasion," he added. 

http://www.ifcreview.com/ 

 

UAE confirms it will not tax individual 

income 
The United Arab Emirates (UAE) does not 

plan to introduce an income tax for 

individuals, Finance Minister Sheikh Hamdan 

bin Rashid Al Maktoum has confirmed, 

reports Tax News. 

On the other hand, the country is exploring 

the possibility of taxing companies and 

introducing fees for newly introduced services 

at federal ministries and bodies, Sheikh 

Hamdan, who is also the deputy ruler of 

Dubai, said. Companies in other Gulf 

Cooperation Council (GCC) states are subject 

to taxes, he pointed out. 

The UAE, seeking to broaden its revenue base 

away from oil, is also considering various 

forms of indirect taxation, such as a sales tax 

and duties on harmful commodities like 

tobacco. The government would announce 

any new taxes once an agreement is reached 

with relevant parties, Sheikh Hamdan said. 

The finance minister also noted that the 

government is looking into taxing the 

remittances of expatriate workers, a measure 

which is also being studied by other GCC 

countries. Expatriates, lured by the UAE's 

attractive tax regime, make up 80 percent of 

its population. Last year workers in the UAE 

sent a net AED45.1bn (US$12.3bn) abroad, 

an increase from AED41.2bn a year earlier. 

The UAE's federal budget for 2014-16 is 

worth an estimated AED140bn (US$38.1bn), 

up from the AED122bn of the 2011-13 

budget. The government will pump an 

estimated AED23.8bn into new projects 

between 2014 and 2016. 

http://www.asiabriefing.com/ 

International Tax News 
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US: Pharmaceuticals & life sciences 
Final regulations on sales-based royalties 

could offer pharmaceutical and life science 

companies options for favorable accounting 

method changes 

The IRS recently released final regulations 

under Section 263A relating to the 

capitalization and allocation of sales-based 

royalty costs. The final regulations adopt, 

with changes, proposed regulations that were 

issued in December 2010. The proposed 

regulations provided that capitalizable sales-

based royalties are capitalizable indirect 

costs under Section 263A, but that the costs 

are allocable only to property that has been 

sold, thereby resulting in immediate 

recognition of such costs. 

The final regulations, which took effect on 

January 13, 2014, provide companies with 

the option of allocating capitalizable sales-

based royalties entirely to property sold, or 

between property sold and ending inventory. 

In light of these changes in the final 

regulations, pharmaceutical and medical 

device companies with sales-based royalty 

arrangements should consider whether there 

are any opportunities to change their Section 

263A methods to achieve a more tax-

efficient result. 

http://www.pwc.publications.com/ 

 

US: Tax Reform Act of 2014 
House Ways and Means Chairman Dave 

Camp (R-MI) released a 979-page “Tax 

Reform Act of 2014” discussion draft on 

February 26, 2014. 

Chairman Camp‟s draft proposes to lower 

corporate and individual tax rates, reform 

US international tax rules, and simplify the 

tax code. Chairman Camp said he hopes his 

draft legislation will lead to the first 

comprehensive overhaul of the US tax code 

since the Tax Reform Act of 1986. 

According to House Ways and Means 

Committee, the Tax Reform Act of 2014 

makes the code simpler and fairer by: 

 Providing a significantly more generous 

standard deduction, so that 95 percent of 

taxpayers will no longer be forced to 

itemize their individual tax deductions. 

 Reducing the size of the federal income 

tax code by 25 percent. 

 Tackling fraud, abuse and 

mismanagement at the IRS to protect 

hard-earned taxpayer dollars. 

The Tax Reform Act of 2014 is expected to 

make the US economy stronger leading to 

creation of 1.8 million new jobs and 

delivering addition $1,300 per year to 

middle-class American families. 

http://www.pwc.publications.com/ 

http://waysandmeans.house.gov/ 
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US: Net investment income tax may result in double taxation and more complexity 

 
The Internal Revenue Service (IRS) recently released final regulations regarding the 

application of the Net Investment Income Tax (NIIT) as well as final Form 8960, Net 

Investment Income Tax –Individuals, Estates, and Trusts and corresponding instructions.  The 

NIIT affects tax years that begin on or after January 1, 2013 and applies to US citizen and 

resident individuals with higher incomes on passive-type income (such as interest, dividends, 

and capital gains.) The final regulations address many questions that were previously unclear 

with respect to how the NIIT applies in a cross-border context. 

A critical issue is whether the NIIT may be offset by foreign tax credits for US federal income 

tax purposes. This question has been resolved under the final regulations in an unfavorable 

manner for US taxpayers – no foreign tax credit may be claimed to reduce the NIIT imposed 

under Section 1411 of the Internal Revenue Code (Code). Though the final regulations did not 

directly rule out the possibility of a foreign tax credit being possibly available under the terms 

of an income tax treaty, comments in the preamble to the final regulations indicate that both the 

Treasury Department and the IRS do not believe that such a credit should generally be 

permitted.  

As a result, many high earning US taxpayers with net investment income that is subject to both 

the NIIT and foreign income tax may be faced with double income taxation. Should this 

happen, companies that tax equalize international assignees on „personal‟ income may suffer 

increased assignment costs and those that do not may have employees questioning why their 

personal tax costs have increased.  

This Tax Insight highlights several important questions with respect to how the NIIT applies in 

a cross border context and how they are resolved under final guidance. Mobility professionals 

should determine how these issues may impact assignment tax reimbursement costs, policies 

and procedures, and communication plans. For example, do policies provide that the company 

bear the cost of any US tax on an assignee‟s overall taxable income? In addition, what 

procedures are in place to allow the assignee to increase his/her withholding to cover this 

additional tax? 

http://www.pwc.publications.com/ 
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India’s interim budget does not extend preferential rates for dividends from 

overseas subsidiaries. 
The Indian Finance Minister recently presented the 2014-15 interim budget to Parliament. With 

general elections scheduled for later this year, the interim budget is intended to address the 

allocation of funds for government administrative expenses until a full budget is presented by 

the new government.  

While the budget announced no changes to corporate income taxes, some changes would affect 

indirect taxes. Also, the budget does not renew preferential dividend treatment for dividends 

received from overseas subsidiaries due to expire on March 31, 2014. As a result, the tax rate 

will increase for such dividends received by Indian companies and their onward distribution to 

shareholders. 

 

Taxation of dividends received from foreign subsidiaries 

In 2011, the Indian government introduced temporary provisions to tax dividends received by 

Indian companies from overseas subsidiaries at a preferential rate of 16.995%. Such dividends 

also were excluded from the application of Indian dividend distribution tax (DDT) when the 

Indian company pays dividends to its shareholders.  

These provisions have been extended annually but are due to expire on March 31, 2014. 

The interim budget does not extend these provisions. As a result, dividends received by Indian 

companies from their overseas subsidiaries on or after April 1, 2014, will be subject to a 

maximum corporate tax rate of 33.99%. Such dividends also could be subject to the DTT of 

16.995% when the Indian company pays dividends to its shareholders, resulting in double 

taxation of these amounts. 

 

Indirect taxes 

The budget reduces the rate of excise duty, i.e., tax on manufacture of goods, with respect to 

certain capital goods and consumer non-durables, from 12% to 10%.  

The budget also reduces the excise duties on automobile manufacturing. Duties on small cars 

and two and three wheelers have been reduced from 12% to 8%.  Duties on sports utility 

vehicles (SUVs) have been reduced from 30% to 24%, on large cars from 27% to 24%, and on 

midsegment cars from 24% to 20%. 

 

The interim budget merely seeks to ensure funding for government administrative activities 

until the new government is elected. Therefore it does not propose any significant changes to 

the Indian tax structure. Foreign investors should monitor the budget process and watch for the 

new government to present the full budget once it assumes office. 

http://www.pwc.publications.com/ 
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The European Union Tax News 

Austria shows flexibility on bank 

secrecy 
 Nearly all EU members already exchange 

information on interest payments to EU 

citizens abroad. Luxembourg and Austria 

have resisted revealing names of account 

holders due to banking secrecy regulations in 

these countries. Thus, they apply  a 

withholding tax regime under which banks 

have to withhold tax on payments without 

disclosing any information on account 

holders.  

However, in early February,  2014, Austria 

signalled on its flexibility to exchange cross-

border bank account data with fellow 

European Union (EU) members. 

According to Finance Minister, Michael 

Spindelegger, it is important for Austria that 

similar actions also be undertaken in 

neighboring jurisdictions as Switzerland and 

Liechtenstein.  Thus, the final decision 

whether to give up banking secrecy in the 

country or not will depend on a report from 

the European Commission next month to see 

how much progress had been made in other 

countries. 

Spindelegger, leader of the conservative 

People's Party, took over the finance portfolio 

in December, replacing Maria Fekter. 

 

She had vowed to "fight like a lion" to defend 

banking secrecy in Austria until other countries 

lay bare their own offshore financial centres. 

Luxembourg Prime Minister Xavier Bettel also 

stated early this year, that his country did not want 

to hold up an EU accord strengthening rules on 

how cross-border savings are taxed until deals 

with non-EU countries, such as Switzerland, have 

been reached. 

www.ifcreview.com 

 

OECD publishes comments received on 

discussion draft on technical changes to be 

included in the next update to the Model 

Tax Convention 
On 15 November 2013, the OECD Committee on 

Fiscal Affairs (CFA) invited interested parties to 

send their comments on technical changes to be 

included in the next update of the OECD Model 

(2010). 

On 19 February 2014, the OECD published the 

comments submitted by the following parties: 

• Centro de Estudios de Fiscalidad Internacional 

y Tributación Comparada (CEFITTAX); 

• The European Federation of Tax Advisers 

(CFE); and 

• Deloitte LLP (UK) 

Working Party No. 1 on Tax Conventions and 

Related Questions will discuss the main findings 

at its next meeting. 

 www.ibfd.org 

 

CATRC is glad to present review on major tax  

news in the European Union  including other 

OECD countries for the first time in this issue 

prepared by our reporter – Kuralay Baisalbayeva, 

currently studying on LL.M. program  in  Austria.  
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Austria: Government approves draft 

version of Tax Law Amendment Act 

2014 
On 24 February 2014, the parliament 

approved the Tax Law Amendment Act 2014 

with minor changes. 

The main changes foreseen by the Act are 

summarized below. 

Limited tax liability 

The planned effective date for changes 

regarding the limited tax liability on interest 

payments is postponed to payments made 

after 1 January 2015. 

Deductions 

Regarding the deductibility of interest and 

royalties, the amended draft stipulates that 

such payments shall not be deductible if the 

income from such payments is taxed at a rate 

of less than 10%. 

Losses 

Losses derived from foreign permanent 

establishments (PEs), which were abandoned 

or sold to third parties before 1 March 2014, 

and thus can no longer be utilized in the PE 

state, are excluded from the scope of the 

planned amendments to the loss recapture 

rule. 

Limited liability company 

The annual minimum corporate income tax 

for limited liability companies with founding 

privilege shall be EUR 125 per quarter for 

the first 5 years after incorporation and EUR 

250 per quarter for the following 5 years. 

  

www.ibfd.org 

EU financial transaction tax’s support 

wanes on scope 
According to Estonian Finance Minister, Juergen 

Ligi, a proposed European Union financial-

transaction tax is losing support as its expected 

scope shrinks. The tax is not expected to raise 

much money for nations that take part, and the 

prospect of fewer participating nations also raises 

concerns about the tax‟s impact on competition.  

After a proposal covering all countries failed, the 

EU is working with 11 of its 28 nations on the 

transaction-tax plan. 

The EU finance ministers discussed the financial 

transaction tax during several meetings in 

Brussels in mid-February 2014. Estonia is one of 

the 11 countries pursuing the tax. However, the 

country does not support current scope of the tax, 

which isn‟t targeted at the riskiest trades. At the 

same time, retirement funds haven‟t been 

exempted from its impact. 

Belgian Finance Minister Koen Geens also 

indicated skepticism toward the tax as the EU 

proposed tax would raise less revenue than an 

existing Belgian trading tax. 

However, France and Germany have led the 

campaign to move forward on the tax and 

discussed it at bilateral meetings in Paris on 20 

February 2014. French President Francois 

Hollande said that the two countries want put the 

tax in place before elections for the European 

Union parliament in May. 

 

www.ifcreview.com 
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OECD publishes Common Reporting 

Standard documents  

The Organisation of Economic Cooperation 

and Development (OECD) on February 13, 

2014 released the Common Reporting 

Standard (CRS), which seeks to establish a 

new global standard for automatic exchange 

of financial account information between 

Governments.  

As with the Foreign Account Tax Compliance 

Act (FATCA), the CRS model imposes 

obligations on financial institutions (FIs) to 

identify reportable accounts and obtain the 

accountholder identifying information that is 

required to be reported for such accounts 

with their local tax administration. It also 

provides the scope of the information to be 

collected and exchanged with the account 

holder residency country.  

A total of 42 countries have already 

committed to adopting the CRS and the 

expectation is that at least some of these 

agreements will be entered into later this 

year. The documents released are:  

1. an introduction and overview on automatic 

exchange of information  

2. text of the model Competent Authority 

Agreement (CAA) and CRS due diligence 

processes.  

While the documents released do not include 

any specific timelines, 

PricewaterhouseCoopers understands that FIs 

in countries which adopt the standard will be 

required to undertake the necessary due 

diligence obligations in 2016 with reporting 

starting in 2017. 

 www.pwc.com 

The European Commission update on VAT 
The European Commission issued two reports on 

February 12, 2014, which shed light on problems 

linked to fighting Value Added Tax (VAT) fraud 

within the EU and identified possible remedies. 

The first report provides information on VAT 

collection and control procedures across the 

Member States. It concludes that Member States 

need to modernize their VAT administrations in 

order to reduce the VAT Gap, which was around 

€193 billion in 2011. There are recommendations 

addressed to each Member States on where they 

could make improvements in their procedures. 

The second report looks at how effectively 

administrative cooperation and other available 

tools are being used in order to combat VAT Fraud 

in the EU. It finds that more effort is needed to 

enhance cross border cooperation, and 

recommends solutions such as joint audits, 

administrative cooperation with third countries, 

more resources for enquiries and controls and 

automatic exchange of information amongst all 

Member States on VAT. Both reports are part of 

the broad Commission Action Plan to fight 

against tax fraud and evasion. 

In Keith Brockman‟s view the reports provide a 

valuable reference in regards to VAT 

developments in the EU, which are observed by 

non-EU countries for Best Practices. 

 

Follow Keith Brockman‟s blog on the topic at 

http://strategizingtaxrisks.com/2014/02/22/vat-

european-commission-update/#comments  

 

www.strategizingtaxrisks.com 
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United Kingdom: Tax treatment of 

activities involving Bitcoin and other 

similar cryptocurrencies 
 HMRC has published Business Brief 09/14 

providing guidance on how HMRC will treat 

activities involving bitcoin and other similar 

cryptocurrencies. Given that this is an 

evolving area, HMRC state that the guidance 

contained in the Business Brief 09/14 is of 

provisional nature. The guidance relates to 

VAT, income tax, corporation tax, and capital 

gains tax.  

As regards VAT, taxpayers may rely on the 

guidance unless and until further changes are 

made. Any such changes will not be given 

retrospective effect. 

 

(a) Value added tax (VAT) 

In general, VAT is payable in the normal way 

on the value of goods sold, or services 

supplied, in consideration for bitcoin or other 

similar cryptocurrency. 

As to income received from bitcoin mining 

activities, HMRC state that this would be 

beyond the scope of VAT.  

For transactions concerning the exchange of 

bitcoin for Sterling or foreign currencies, 

there is no VAT due on the value of the 

bitcoins. 

 

(b) Income tax and corporation tax 

As is normally the case in determining 

liability to income tax or corporation tax, it is 

necessary to consider both the activity and 

the parties involved in the transaction. Each 

case must be examined on its own facts. 

Regarding corporation tax, the profits and 

losses on exchange movements between 

currencies are taxable.  

 

(c) Gains and losses on currency contracts 

Generally, where a profit on a currency contract is 

not treated for tax purposes as a trading profit or 

as coming within the loan relationship rules, it 

could be subject to corporation tax on chargeable 

gains (in the case of companies), or to capital 

gains tax (in the case of individuals). 

Where, instead a loss arises and is not treated as a 

trading loss or as coming within the loan 

relationship rules, it could be treated as an 

allowable loss for the purposes of corporation tax 

on chargeable gains (in the case of companies), or 

for capital gains tax purposes (in the case of 

individuals). 

These general principles also apply to transactions 

involving bitcoin and other cryptocurrencies. 

www.ibfd.org 
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Italy: Expo 2015 – model form for 

application of VAT exemption regime 

published 
On 21 February 2014, the Italian Tax 

Authorities (ITA) published the English and 

French versions of the model form to be used 

for the application of the VAT exemption 

regime for purchases of goods and services 

and for imports related to Expo 2015, the 

world exposition which will be held in Milan 

from 1 May 2015 to 31 October 2015. 

 

 

 

 

 

 

 

 

 

As clarified by Resolution No. 10/E  of 15 

January 2014, purchases of goods and 

services by the Commissioners General of 

Expo 2015, as well as imports of goods 

related to their official activities are not 

subject to VAT if the amount exceeds EUR 

300. 

Further, under article 46 (4) of Law Decree 

No. 69 of 21 June 2013, admission fees to 

Expo 2015 are subject to the reduced VAT 

rate of 10%. 

ITA also created a special Desk Expo 2015 

for enquiries by foreign participants on tax 

and procedural matters, which may be 

contacted at the email address: 

expo2015@agenziaentrate.it. 

  

www.ibfd.org 

 

Belgium: Reporting obligations for 

payments to tax havens – List of tax havens 

extended 
From 1 January 2010, companies have to report in 

their tax returns payments made to tax havens of 

EUR 100,000 or more. Payments which are not 

reported are not deductible from the taxable 

profits. 

On 25 February 2014, B. Drèze, the Minister of 

Finance, indicated that the list of tax havens for 

which those reporting obligations apply is 

extended with: 

• British Virgin Islands; 

• Cyprus; 

• Luxembourg and 

• Seychelles. 

The extension is based on the fact that those 

jurisdictions were identified as non-compliant 

with respect to exchange of information in the 

progress report of the OECD of November 2013. 

Furthermore, the Minister of Finance confirmed 

that, for taxable periods starting on 1 December 

2013 or later, all payments to Luxembourg, 

Cyprus, the British Virgin Islands and Seychelles 

must be considered payments to "tax havens". 

This means that for companies for which the 

financial year is equal to the calendar year the 

extension of the reporting formalities starts as 

from assessment year 2015 (i.e. for payments 

made in the tax year 2014). 

www.ibfd.org 



European Cities and Regions in future 2014/15 
 

According to a recent study, London and  

Nordrhein-Westfalen in Germany are the most  

promising investment cities. 

London takes the first place in the Economic  

Potential category due to growing market and its  

significant FDI attraction - particularly in the software  

and IT, business services, and financial services sectors; 

and second place in the Infrastructure category thanks to  

the largest civil engineering project in Europe - Crossrail project.  

Clearly developed strategy is one of the most important factors of FDI attraction. 

Nordrhein-Westfalen ranked third of all European regions for Economic Potential, due to its 

high GDP, its inflation rate of 2.5% and its high levels of FDI. It was also ranked second in the 

Human Capital and Lifestyle, but in Infrastructure categories, it takes only fifth place. 

The Dutch city of Eindhoven a new entry to the Top 25, and ranked first in the FDI Strategy 

category for all small European cities, thanks in part to its offer of incubation facilities at both 

the High Tech Campus in the city and the University of Technology Science Park, as well as its 

provision of „soft-landing‟ services, which allow investors to establish links and develop a base 

in the city. It also ranked fourth of all small European cities in the Infrastructure category.  

The UK and Spanish gains 

Edinburgh topped the new mid-sized European cities category, scoring well in FDI Strategy, the 

city ranked first of all mid-sized European cities, and fourth of all mid-sized European cities in 

the Economic Potential category. Edinburgh's main competitors were Liverpool, Newcastle upon 

Tyne, Coventry and Sheffield.  

Barcelona took the first place and six Spanish cities were included in the Top 10, cities 

dominated the southern European cities category, thanks to the rapid growth of the Spanish GDP 

in the final quarter of 2013.  

Scotland rank second of all European regions scored particularly well in the FDI Strategy 

category, the region also ranked fourth of all large regions in Business Friendliness and fifth of 

all large European regions in the Human Capital and Lifestyle category. 
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Copenhagen’s economic potential 

Copenhagen region is at its third place, performing strongly in the Economic Potential category, 

ranking second of all small European regions. The region also ranked second of all small regions 

in the Business Friendliness category, presenting a low risk to investors, with low levels of 

corruption and a straightforward approach to doing business. Copenhagen also shows a strong 

FDI Strategy, ranking first of all small regions. 

Dutch regions dominated in the Infrastructure category and Amsterdam region ranked sixth 

overall and placed first  in infrastructure. Macedonia‟s Ohrid-Struga, Serbian regions, East 

Midlands, Yorkshire and Humberside of UK, and Andalucia and Catalonia regions were included 

in Top 10 in most cost-effective large European regions.  

Europe's strength 

In November 2013, FDi Markets recorded 3652 greenfield FDI projects (excluding retail) in 

Europe; 665 investments (18.2%) were made in the software and IT sector, compared with 14.4% 

in Asia (McReynolds, 2014); and Europe received just over a third of global FDI. 

On the whole, UK cities and regions performed well in FDI‟s European Cities and Regions of 

the Future 2014/15, but what it is unclear what will happen with Scotland‟s strategy for 

attracting foreign direct investment if it splits from the UK as early as 2016 . 

http://www.fdiintelligence.com 
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China: January foreign direct investment 

rises in sign of confidence 
According to the Chinese Ministry of Commerce, 

the majority of the new investment, some $6.33 

billion, went into China's services industry, while 

investment in manufacturing fell 21.7 percent. 

Ministry spokesman Shen Danyang told a media 

briefing that China's economic changes and 

focusing on the services sector has helped to 

increase confidence of foreign investors. The 

double-digit growth in FDI in January answered 

the question of whether China‟s investment 

environment remains favorable; foreign direct 

investment is expected to maintain sound 

momentum this year. China has shifted its focus on 

attracting FDI inflows to high-end manufacturing, 

a modern services sector and energy saving and 

environmental industries 

Last information gives following numbers: 

FDI in China's distribution services sector 

rose 7.4 percent in January from a year 

earlier; FDI in the telecommunications 

equipment and computer sector rose 9.2 

percent; but in transportation equipment 

sector it showed a fall of 62 percent. 

http://www.reuters.com 
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Poland’s comparative attractiveness to 

Europe in terms of FDI 2014 – 2020 
  

Poland presents one of the best business 

opportunities among  European economies 

after taking into account that Europe has still 

not recovered from the crises of 2011. Poland 

has attracted a fair share of FDI in Europe 

and in particular in the CEE region for 

several years. The economy is holding up 

relatively well due to its proximity to the 

powerhouse Germany, and a strong internal 

market. 

 The first, and the highest rated factor is the 

labor force.  While its costs increase by 

approximately 3% annually, such costs have 

been growing even  more rapidly among the 

new EU members. In 2010 in Bulgaria the 

rate rose by 9.2%, in Romania 5.2% and in 

Poland by 3%. In the wealthiest countries of 

the old EU , hourly labor costs amount to 28 

to 38 EUR on average, while in Poland    

such costs are just   over 7 EUR.  

 Important fact is that according to the 

Central Statistical Office (GUS), the labor 

productivity (measured by sold production 

per paid employee) in industry in 2009 

increased by 1.3% year to year (0.3% in 2008 

and 5.8 in 2007).  

 Polish GDP growth in 2012 was 2%, while 

the average score in the euro area was -0.6% 

and -0.3% for the EU27. The average growth 

of the Polish economy in 2012-2014 is 

estimated at 2.2-2.3% per year. During the 

same period, the average for the European 

Union (EU27) will be 0.6%.  

 What makes Poland the best location for 

companies that are active in both the Central 

and Eastern European  markets?  

 

Poland has very favorable road, rail and aviation 

links with all of the EU countries;  is well placed 

to trade with the EU neighbors in the East; also 

Poland has three main sea ports; Szczecin-

Świnoujście, Gdynia and Gdańsk, which 

connected to the world‟s most important ports.  

 New significant improvement in the legislation 

and the measures taken to prevent corruption 

steadily move Poland up on index of 

Transparency International. 

 Last but not least on the list of plusses are: 

corporate income tax rate of 19%; 

generous tax incentives and investment grants for 

capital investments, R&D, and innovation; 

Poland has highest usage and good transparency 

in grants distribution. 

 For the period 2014 to 2020 Poland negotiated 

some € 72,9 billion of Structural Funds from the 

European Commission, and a good part of it is 

aimed to support industrial CAPEX. Essential 

point is that Poland is expanding its Special 

Economic Zones, which provide tax break up to 

70% of the investment value and it will be 

continued up to 2026. 

 So, Poland is an attractive FDI target and this 

attractiveness is predicted to continue well into 

the future.  

http://www2.pnocee.com 
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CATRC is glad to present review of Base Erosion 

and Profit Shifting (BEPS) Project’s news for the 

first time in this issue prepared by our reporter – 

Meruyert Assilova, currently studying on PhD 

program  in  Italy.  

BEPS consultations in Asia and Latin 

America 
As part of its initiative “On base erosion and 

profit shifting”, OECD has organized four 

regional consultation events with partner 

countries. Two of them has already been held 

in South Korea and Columbia in February 

2014, while the other two are planned to be 

held in Pretoria (South Africa) and Paris 

(France; for francophone states) on the 18th-

19th of March 2014 and 25th of March 2014 

respectively.  
OECD regional consultation events are 

focused on tax systems of developing 

countries in the regions in the context of BEPS 

project. The issues discussed so far include 

issues of financial sustainability, equity, tax 

fraud and informality in the respective 

countries, their diversity in the level of 

economic development and administrative 

capacity, implications and challenges of BEPS 

practices in the region, and possible challenges 

coming from new standards mentioned in 

OECD BEPS action plan. Further attention has 

been given to the assistance that international 

community can provide to developing 

countries in implementing new tax standards 

and measures as provided in BEPS action 

plan.  

 

Finally, participants to the consultation meetings 

also considered ways to maintain an ongoing 

dialogue in the region to ensure reflection of 

their views in the OECD BEPS project.  
The outcomes of the regional consultation 

meetings are quite important for BEPS project 

results and will be further discussed at the OECD 

Global Forum on transfer pricing and at the 

meeting of OECD Tax Force on tax and 

development.  
The outcome of the consultation meeting held in 

Columbia shows that besides BEPS, there are 

wider regional problems, such as harmful tax 

competition, difficulties in exchange of 

information, informality and capacity 

constraints. Furthermore, it was pointed out that 

currently developing countries are facing issues 

with respect to political consensus on the need 

for reform, inequalities in the development of tax 

systems with respect to international taxation and 

capacity to practically implement BEPS action 

plan measures. Finally, some participants to the 

consultation meetings also raised their interest in 

discussing international fiscal principles, namely 

allocation of taxing rights between residence and 

source states.  
Within the framework of OECD BEPS action 

plan, the following issues discussed during the 

consultation event in Columbia were identified 

as being important to the region, the last 5 of 

them being additional considerations raised by 

participants:  



1. Base erosion through interest deductions 

and other financial payments (Action 4 of 

BEPS plan) 
2. Countering harmful tax practices among 

countries in the region (Action 5) 
3. Prevention of treaty abuse and re-definition 

of PE concept (Actions 6 and 7)  
4. Prevention of abuse in the taxation of the 

extractive industries and natural resources 
5. Tax treatment of intangibles and royalties in 

particular (Actions 8 and 10) 
6. Base erosion through head office payments 

(Action 10) 
7. Effectiveness and standardization of transfer 

pricing documentation, including country by 

country reporting (Action 13) 
8. Hybrid financial derivatives, especially 

swap transactions with commodities (Action 

2) 
9. Interaction of CFC rules with application of 

double tax agreements (Action 3) 
10. Best practices in the issuance of residence 

certificates 
11. The need to insure that the legal 

infrastructure and administrative arrangements 

are in place to implement BEPS 
12. Importance of exchange of information 
13. Development of capacity in tax 

administration by trainings and staff retention 

rates 
14. Development of tax penalty system to 

prevent tax avoidance and tax evasion 
As for maintenance of sustainable dialogue in 

the region throughout the duration of OECD 

BEPS project, the following measures have 

been proposed during the consultation 

meeting: 

1. To build dialogue within existing 

institutional channels between Central 

American states 
2. To conduct further group meetings 
3. To leverage on Latin American states that 

are OECD members (Mexico, Chile) and also 

BEPS associates (Argentina, Colombia, 

Brazil) 
4. To respond and take part in BEPS related 

public consultations and questionnaires 
5. To carry out technical events in the region 

to ensure awareness and understanding of 

BEPS issues 

www.oecd.org   
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OECD provides BEPS update 
On 23 January 2014 OECD held a webcast to 

provide public with an update on its BEPS 

project. In particular, the webcast provided an 

overview and status of Actions in the OECD 

BEPS action plan that are intended to be 

delivered by September 2014. 

Action 1, which covers tax issues of digital 

economy, is focused on elaboration on the 

unique features of digital economy and BEPS 

possibilities that might arise due to its unique 

features. OECD aims to release Action 1 draft 

paper for public comments in March 2014, 

with public consultations to be held in April 

2014. 

 



Action 2 is focused on hybrid mismatch 

arrangements. OECD has already held two 

meetings with respect to this particular action 

back in 2013 and is aiming to eliminate use of 

hybrids for tax purposes via proposed changes in 

both domestic laws and treaties. A discussion 

paper on hybrid mismatch arrangements will be 

released for public comments in April 2014, 

with public consultations to be held in May 

2014.  

Action 5 on harmful tax competition is facing 

new focus, which is placed on substantial 

activity and transparency of tax regimes. In this 

respect one of the possible approaches that is 

currently being considered is spontaneous 

provision of information on preferential regimes 

to other countries that need such information for 

application of their tax rules. Furthermore, 

OECD is currently reviewing tax regimes of its 

member countries and also some non-OECD 

countries (starting with G 20). This work is 

expected to be finished by September 2014.  

As regards action 6 on treaty abuse, OECD 

model tax convention is undergoing further 

development, with a focus on limitation on 

benefits clauses, main purposes tests and other 

mechanisms to combat treaty abuses. Draft 

paper on treaty abuses is to be released in March 

2014, with public consultations to be held in 

April or May 2014.  

The work on action 8 on transfer pricing of 

intangibles is not directed towards replacement 

of arm‟s length principle. However, as noted by 

OECD representatives, “special measures inside 

or outside arm‟s length principle are considered 

to address problems and get better alignment”. 

OECD plans to finish its work on transfer 

pricing of intangibles in March and May 2014 

during its working group meetings.  

 

Action 13 on transfer pricing documentation is 

expected to serve as a recommendation on 

transfer pricing documentation. The aim is to 

provide a balance between compliance costs 

of taxpayers and completeness of information 

provided to tax authorities. A discussion draft 

has already been released and available at 

http://www.oecd.org/ctp/transfer-

pricing/discussion-draft-transfer-pricing-

documentation.pdf.  

The OECD work on action13 is expected to 

finish in May 2014. 
As regards Action 15, which focuses on 

development of multilateral instrument that 

will allow amendment of tax treaties in one 

go, OECD plans to finalize its work by 

September 2014. Currently, the work is 

undergoing its first stage, under which 

consultations on the feasibility of multilateral 

instrument are being held with international 

law experts together with political 

considerations. 
At the conclusion of the webcast OECD 

representatives also noted that outcomes of 

BEPS project will be in the form of either soft 

law and instruments or in the form of reports. 
www.ey.com 
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OECD has published revised calendar for comments on BEPS project papers 
The revised timeline provides for the release of BEPS papers for comments as follows: 

Type Title Publication Deadline 

Request for input Data / Effective Tax Rate 

Methodology 

March 2014 

(tbc) 

30 days after 

publication 

Discussion Draft Tax Treaty Abuse 17 March 2014 11 April 2014 

Discussion Draft The Tax Challenges of the 

Digital Economy 

24 March 2014 14 April 2014 

Discussion Draft Hybrid Mismatch 

Arrangements 

4 April 2014 2 May 2014 

Public Consultation Tax Treaty Abuse 14-15 April 2014 N/A 

Public Consultation The Tax Challenges of the 

Digital Economy 

23 April 2014 N/A 

Public Consultation Hybrid Mismatch 

Arrangements 

15-16 May 2014 N/A 

Public Consultation Country by Country 

Reporting and Transfer 

Pricing Documentation 

19 May 2014 N/A 
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The major changes in tax law which are 

discussed in this part may be interesting for 

multinational companies. It is intended to give 

information for people about main global tax 

law changes during the quarter, but does not 

offer a comprehensive list of tax law changes 

for all countries.  

 

The following changes were enacted in 

countries below during the fourth quarter of 

2013: 

  

 

 

 

 

 

 

Canada 

• The thin capitalization rules were extended 

to Canadian resident trusts and to non-resident 

corporations and trusts that operate in Canada.  

• An anti-avoidance measure was introduced 

which supported restrictions on the 

deductibility of losses and the use of certain 

other tax benefits, after certain share 

acquisition transactions.  

•Certain tax benefits relating to two leveraged 

life insurance arrangements known as  

„leveraged insured annuities‟ and „10/8 

arrangements‟ were eliminated. 

•The accelerated capital cost allowance for 

capital assets used in new mines and certain 

mine expansions was phased out and the 

deduction rate for pre-production mine 

development expenses was reduced. 

  

  
 
  
  
 
  
 

 

 

Finland:  

•If the previous deduction for interest paid to 

related parties was 30%, now it will be limited to 

25% of taxable EBITDA  

•Previously 50% deduction was available for 

entertainment costs, however it will no longer be 

deductible  

•Deduction for training expenses will be limited 

to 1.5% of annual salary costs, based on a  

•maximum of three training days per employee.  

•R&D incentive will be limited to the 2013–

2014 tax years only (originally 2013–2015).  

•Accelerated depreciation on production 

investments will be limited to the 2013–2014 tax 

years only (originally 2013–2015). 

  

France:  

• New anti-tax fraud provisions were introduced. 

• If simplified transfer pricing documentation 

provided within six months following the filing 

of the tax return, it will be allowed.  

• A 50% tax will be payable in 2013 and 2014 

years for individual gross remuneration in excess 

of EUR 1 million.  

• Interest deductions will only be allowed if the 

French borrower demonstrates that for the 

current financial year the lender is subject to 

income tax of at least 
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Ireland: 

• Modifications were made to the calculation 

of the research and development credit. The 

limit for subcontracted research and 

development costs was increased from 10% 

to 15% of the qualifying spend. 

• Modifications were made to certain double-

tax relief provisions and corporate tax 

residency rules.  

• The payment of any exit tax arising from 

the migration of a tax residency of an Irish 

company may be deferred. 

• The group relief was modified to allow a 

group to be formed between a parent 

company that is not a resident of the EU or a 

country with which Ireland has a Double Tax 

Agreement and its 75%-owned subsidiaries. 

The modified rules require the parent 

company to be quoted on certain stock 

exchanges. 

• Restrictions on the use of carried forward 

trading losses will be removed for banks that 

transferred assets to the National Asset 

Management Agency. 

• Relief will be provided for the carry 

forward of excess foreign tax credits related 

to lease rental income received by Irish 

trading entities. 

New Zealand 

 • A mismatch in the income tax treatment for a 

person who enters into a foreign currency 

hedge on assets subject to the Fund Fair 

Dividend Rate was eliminated.  

The following proposal was also introduced during 

the above period: 

• Hedge accounting treatment will be applied on the 

sale and purchase of properties in foreign 

currency. This should eliminate forex 

fluctuations arising under the current rules. 

Norway 

 • Deduction for interest on intercompany debt will 

be limited to 25% of taxable income in the 

relevant year (subject to certain adjustments). 

• Deduction for uplift in the petroleum special tax 

will be limited to 5.5% annually for four 

years (previously 7.5%) 

 Switzerland 

 During the fourth quarter of 2013 corporate tax 

reform was proposed in Switzerland, 

including introduction of an innovation box 

regime and a notional interest deduction. 

Uzbekistan 

 • Income received by non-residents from disposal 

of property ie real estate or shares in Uzbek 

companies in Uzbekistan will be subject to 

withholding tax. 

• List of corporate tax benefits and exemptions will 

be reduced (eg the exemption for income 

received from the sale or liquidation of fully 

depreciated assets will be abolished). 
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