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The following example is taken from s 36-17 of Australia’s Income Tay
Assessment Act 1997 (ITAA 1997) and illustrates how the tax loss limitation ryjg
works.

p Example

For the year ending 30 June 2020, a company has the following:
® atax loss of A§150 from a previous income year

® assessable income of A$200 (a franked distribution of A$70, a franking credit of A$30 anq
AS$100 of income from other sources)

@ 1o allowable deductions, and

® 1o net exempt income,
The tax offset of A$30 from the franking credit is not refundable under Div 67 of ITAA 1997.

The loss limitation rule under s 36-17(5)(a) of ITAA 1997 does not apply because the company
would not have excess franking offsets for that year if the tax loss were disregarded (ie the tax offset
of A$30 is less than the A$60 in income tax that the company would pay if it did not have the tax
offset and tax loss).

If the company chooses to deduct the full amount of the tax loss (A$150), it would have excess
franking offsets of A$15 (ie A$15 gross tax payable less A$30 tax offset).

However, this choice would breach the loss limitation rule in s 36-17(5)(b) that precludes a loss
amount choice that would give rise to an excess franking offset,

However, if the company chooses to deduct A$100 of the tax loss, it would not have an excess
franking offset and would not be in breach of s 36-17(5)(b). Therefore, the company can choose a
maximum of A$100 or nil (if it wanted to pay tax).

A company is able to convert its excess franking offsets into income tax losses to
be utilised in future tax years if it satisfies the ‘‘continuity of ownership test’’> (COT
— see (a) below) or, failing that, the ‘‘same business test’’ (SBT — see (b) below) or,
failing that, the *‘similar business test’’ (SimBT — see (c) below).

Project losses associated with designated infrastructure projects (DIPs) caii be
uplifted at the government long-term bond rate and are exempt from the ‘CCT, the
SBT and the SimBT.

Infrastructure projects often experience long lead times bef\zeeu incurring
deductible expenditure and earning income, leading to tax losses beitip incurred in the
early stages of the project. DIPs can avoid the erosion of the teal value of tax
deductions over time, and previous years’ losses are still accessible where there is a
change in ownership of a DIP, or a change in the company’s business.

DIP status can only be conferred on privately financed public infrastructure
projects of national significance, which are at the ‘‘Threshold’” or ‘‘Ready to
Proceed’ state, on a first come, first served basis. Applications for DIP status can be
made until the total capital expenditure cap of A$25 billion has been reached.

(a) Continuity of ownership test (COT)

The COT requires that shares carrying more than 50% of all voting, dividend and
capital rights be beneficially owned by the same persons at all times during the
ownership test period. The ownership test period runs from the start of the loss year to
the end of the income year in which the loss is to be deducted.

If a company is not able to pass the COT because interests in the company are
held by non-fixed trusts, the company may still be able to deduct its losses or debts if
alternative conditions are satisfied. Special tracing rules apply to widely-held
companies. This rule makes it unnecessary for an eligible company to trace the
ultimate ownership of shares held by certain intermediaries. Further, small
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oldings of less than 10% are treated as belonging to a single notional

polder (similar to the existing less than 1% rule for listed companies). For
Qh.aIeI held companies (ie listed companies or companies with dispersed
» eho]dings between 50 or more members), tracing through beneficial ownership is
e under the modified COT.

A modified COT applies for listed public companies and the wholly owned
psidiaries of listed public companies. The modified COT can be used by these
P’ ies rather than the regular COT when the company is unable to satisfy the

am o 3 4 LR
z(:hmell?tax and capital loss recoupment test being the ‘*same business test”’ (SBT).

chareh!

The modified COT modifies the way the regular COT rules apply to a widely
held company by making it easier for the company tolapply the CQT rqles. If the
company maintained thq same owners as between certain points of time, it does not
need to prove it has maintained the same owners throughout t.he penods.m betwe_en,
which is the case under the reg_ular CQT. In certain cases, spec1_al concessional tracing
rules deem entities to hold voting, dividend and capital stakes in the company so that
the company does-not have to trace through to the ultimate beneficial owners.

(b) Same busixess test (SBT)

If a-.company fails the COT, or modified COT where applicable, the company
must satisty the SBT before a tax loss, net capital loss or bad debt can be deductgzd. A
conipany satisfies the SBT if it carries on the same business in the claim year as it has
~oi1red on immediately before the test time. The SBT contains 3 test elements:

® there must be a continuation of the actual business carried on by the company
immediately before and throughout the test time

@ the company must not have derived assessable income during the SBT period
from a business of a kind that it did not carry on before the test time, and

® the company must not have derived assessable income during the SBT period
from a transaction of a kind that it had not entered into in the course of its
business operations prior to the loss making year the test time.

Where a foreign resident company carries on business both in and out of
Australia, the Australian Taxation Office (ATO) has taken the view that the SBT is
applied to the company’s global business, not just its Australian business.

(c) Similar business test (SimBT)

If a company fails the SBT, the company can still access previous losses by
passing the SimBT, provided the company is able to demonstrate that it has retained
sufficient characteristics of the previous loss-making activities. The test compares all
the commercial activities and operations of the former business with those of the
current business, with particular attention to:

® the degree to which the assets of the previous business (including goodwill) are
used to generate assessable income in the current business

® the degree to which the operations and activities of the current business match
those of the previous business

® the degree of comparability of the core functions between the current business
and the previous business, and

® the degree to which any subsequent changes to the former business can be
identified as organic growth rather than a change in direction.

AUS 91-080
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(b) Foreign dividends

Australian resident companies are exempt from tax in Australia to the extent that
dividends are paid by a non-resident company in which the Australian resident holds
at least 10% voting power (ie ‘‘non-portfolio’” dividends).

The “‘non-portfolio”” dividend exemption only applies in respect of Australian
resident companies receiving foreign dividends as the beneficial owner. That is,
corporate partners in a partnership receiving foreign dividends are not covered by the
“‘non-portfolio”” dividend exemption. Further, corporate beneficiaries receiving
foreign dividends through a trust are also not covered by the “‘non-portfolio™ dividend
exemption.

(c) In substance dividends/interest

Under Australia’s debt/equity rules, certain non-share equity interests (ie equity-
like instruments) are treated as ordinary shares for the purposes of the imputation
system, and also for applying either dividend or interest withholding tax.

Thus, certain payments made with respect to non-share equity interests are
treated as frankable dividends instead of interest payments, both in the hands of the
recipient and the payer. The objective of the debt/equity rules is to determine the
substance of the situation of a payment as debt or equity interest rather than its legal
form. Similarly, under the debt/equity rules, certain dividends paid by a resident
company may be reclassified as interest payments. However, from the perspective of
the recipient shareholder, the payment remains assessable without the benefit of
franking credits (see AUS {1-140).

(d) Refund of excess franking credits

A cash refund is available for excess franking credits attaching to franked
dividends received by individuals and superannuation funds. Since corporate
shareholders are already taxed at the corporate rate, they are not entitled to a cash
refund. However, a company’s excess franking credits may create a revenue lesz that
can be carried forward to be utilised in a future year.

AUS §1-140 DIVIDENDS PAID
(a) Australian resident shareholders
Franked dividends

Franked dividends carry the level of franking credits determined by the company.
A distribution cannot be franked by more than 100% (ie an entity cannot allocate a
greater franking credit to a distribution than tax paid by the entity on its underlying
profits). For example, assuming a A$100 total distribution, the maximum franking
credit for a A$70 dividend is A$30 (for a corporate tax rate of 30%).

Furthermore, as part of the anti-streaming rules, all frankable distributions made
by non-listed companies (ie private companies) during the franking period must be
franked to the same extent (ie benchmark franking percentage). This ensures that
franking credits are not streamed selectively to shareholders who can better utilise the
franking credits.

Tax paid and tax imputed to members is recorded in a corporate tax entity’s
franking account. A credit to the entity’s franking account (ie franking credit) arises
when the entity pays income tax or receives a franked dividend. A debit arises when
the entity franks a dividend or receives a tax refund. Where a corporate tax entity has
franking account deficit at the end of a year, it is required to pay franking deficit tax
shortly after the end of the year to make good this deficit.

AUS 91-140

: AUSTRAUA ® COMPANIES ® General tax system outline 119

Unfranked dividends

Unfranked dividends paid by an Australian company to an Australian resident
attract TFN withholding tax wherPT the Shareho!der fails to quote their tax file number
to the company. The company is then required to withhold from the unfranked
dividend distribution at the highest marginal rate applicable to resident individuals
(see AUS T1-1 10(g))-

(b) Non-resident shareholders of Australian companies

Non-resident shareholders are not subject to Australian income tax on the
dividend income that is paid out of profits derived from sources in Australia where the
dividends are fully franked.

Non-resident dividend income attracts withholding tax to the extent that
dividends are unfranked. Franked dividends and dividends paid from pooled
development funds are exempt from withholding tax.

The amm{nt of tax that may be levied on dividends flowing from residents in that
country to residents of the other country is generally limited by the terms of a tax
treaty (if any)between the source country and the country of residency.

Franked dividends

Frapked dividends are not subject to withholding tax. Dividends are franked to
the oxtznt that tax paid at the corporate level has been imputed to shareholders.

1 infranked dividends

Unfranked dividends are dividends paid without any imputed underlying credit
for company tax. The withholding tax is imposed on the gross amount of the dividends
at the general withholding tax rate. Note that the exact withholding tax rate may be
stated in the relevant tax treaty (if any).

The following types of dividend are not able to be franked, even where franking
credits are available in the dividend franking account:

e dividends paid out of share capital accounts, share premium accounts or
revaluation reserves, and

® loans or advances to shareholders or associates of closely-held companies that
are deemed dividends.

Unfranked dividends paid to non-residents are subject to withholding tax, thus,
there is no further Australian income tax liability levied on the dividend income. This
means that dividends in respect of which withholding tax is payable, are excluded
from a non-resident’s assessable income for Australian tax purposes; withholding tax
is the final tax (see AUS 92-090).

(c) Conduit foreign income withholding tax exemption

In general terms, *‘conduit foreign income’” is foreign income that is ultimately
received by a foreign resident through one or more interposed Australian corporate tax
entities (eg foreign dividends derived from a non-portfolio shareholding interest in a
foreign company). Special rules allow conduit foreign income to flow through

Australian corporate tax entities to foreign shareholders without being taxed in
Australia.

Australian corporate tax entities that receive an unfranked distribution that is
declargd to be conduit foreign income do not pay Australian tax on that income if the
condplt foreign income is on-paid to shareholders (net of related expenses) within a
Certain period. In such a case, the conduit foreign income in the unfranked distribution
18 treated as non-assessable income of the Australian corporate tax entity.

AUS q1-140
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PRRT is levied on the taxable profits of a petroleum project at a rate of 40%. The
tax point occurs when a marketable petroleum commodity or incidental product:

® is in its final form for the purpose of being sold

@ isused as feedstock for conversion into another product, or

® is consumed directly as energy,

as applicable in the respective circumstances. A product cannot be a marketable
petroleum commodity if it was produced from something that was itself a marketable
petroleum commodity.

(f) Land tax

Land tax is levied by the state governments on the unimproved capital value of
held land. Every year the Valuer General in each state determines the unimproved
value for all land in that state. The unimproved value of land is the market value of the
land under normal sales conditions, assuming that no structural improvements have
been made to the property.

Exceptions from land tax include cases where the land is held for primary
production purposes and where the land is owned by a natural person as that person’s
principal place of residence (up to a maximum unimproved value). Local governments
levy land tax rates according to the annual rental value of the land concerned.

(g) Payroll tax

Payroll tax is imposed by state governments on taxable wages paid by employers,
An employer is liable to payroll tax where the level of taxable wages exceeds a
threshold Ievel. The level is increased from time to time in line with inflation. The
standard payroll tax rates in the states range from 4% to 6.85% (only on payrolls
exceeding the respective state’s threshold level).

The Australian states and territories implemented new payroll nexus rules, in
2010, with provisions that are uniform across all states and territories. The.chaages
only affect wages paid or payable for persons providing their services in'tare than
one jurisdiction in a month, or partly in more than one jurisdiction and partly overseas
in a month. Where a worker provides their services wholly in one jurisdiction, as is the
case for the majority of workers, payroll tax will continue to be paid 1o the jurisdiction
where those services are performed.

(h) Fringe benefits tax (FBT)

Fringe benefits tax (FBT) is a tax payable by employers on the taxable value of
certain fringe benefits provided in respect of the employment of their employees or the
associates of those employees. Employers are liable to pay FBT at the highest
marginal tax rate for individuals (including the Medicare levy) on the taxable value of
fringe benefits. However, the cost of providing these benefits, including the FBT paid
with respect to the benefit, is deductible for income tax purposes.

The year for calculating and lodging a return for FBT is from 1 April to 31
March. The current FBT rate is 47% (49% from 1 April 2015 to 31 March 2017).

Subject to various exemptions, some of the general fringe benefits which attract
FBT include:

® the provision of private car use to employees
@ the waiver of an employee’s debt to their employer

® the provision of interest-free or low interest loans to employees

AUS q1-190
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payment or reimbursement of employees’ expenses
the provision of free or below market value housing to employees
payments of certain living away from home allowances

free or below market value airline transport provided to airline and travel
industry employees

meals and associated travel or accommodation provided to employees
entertainment provided to employees
free or discounted car parking provided to employees, and

residual benefits (ie benefits not otherwise covered by the legislation).

The taxable value of a fringe benefit depends on the type of benefit, whether the
recipient make? any financial contribution to the employer, and whether the legislation
provides any anditional concessions.

Anemployer’s FBT liability is calculated on the basis of the tax-inclusive value
of the Singe benefits provided in the year. The tax-inclusive value of a benefit
@ nends on whether th_e employer who provides the benefit is entitled to a GST input
1ax credit for the acquisition. In light of the different treatment of certain persons and
penefits under the GST rules, an employer’s fringe benefits taxable amount is divided
into 2 amounts, using 2 separate gross up calculations (see AUS q1-070(i)).

(i) Capital gains tax (CGT)

CGT is levied at t.he ordinary corporate tax rate for companies and the applicable
marginal rate for individuals (see AUS q1-060).

(j) Superannuation guarantee levy

Australian superannuation rules require employers to pay s i

contributions for the benefit of their emplgyees to ap co{nplying gugerazgilz?;rl: ?323
that offers a ““MySuper’” product, unless the employee requests that contributions be
made to an alternative fund of their choosing. A complying superannuation fund is one
where the superannuation fund has elected to be regulated under the Superannuation

Industry (Supervision) Act 1993. ““MySuper”® products aim to be simpler and more
cost-effective.

It is compulsory for employers to pay superannuation contributions to the correct
Superannuation fund by the cut-off dates, for all eligible employees. The minimum
contribution required as a percentage of employee payroll is 9.5%.

1 The levy does not apply to individual salaries to the extent the quarterly earnings
se amount exceeds A$57,090 for 2020-21 (A$55,270 for 2019-20). This threshold
ount is indexed annually. Superannuation contributions paid for employees are
uciillly tax deductible to the employer. If minimum required contributions are not
:Zl- e \{oluntanly, however, any shortfall is collected by the tax authorities and is non-
s1‘;1c:t1bls=:. En_1ployers who have a superannuation guarantee shortfall are liable to pay
Olgfeﬁmnuanoq guarantee charge for the quarter, equivalent to the amount of the
Fioe: : plug an interest component and an _administrative charge. To avoid incurring a
ntribﬂn}latlon guarantee charge liability in a quarter, the superannuation guarantee
3 utions must be made within 28 days after the end of the quarter.

AUS 91-190
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FRW: payments for entertainment and sports activities ¢ credit and debt management

Payments made to foreign residents in respect of entertainment or sportin
activities are subject to FRW at the prescribed withholding tax rate. Entertainment
activities include activities of a performing artist (eg acting, dancing, promotional o
similar activities). Sports activities include activities of an individual athlete or sportg
team.

The withholding tax rates for entertainment and sport activities are as follows:

@ casino settlement and liaison
e providing customer liaison services (eg translating and interpreting), and

P associgted services (eg arranging hotel accommodation, transportation,
entertainment and other forms of endearment).
e ifthe payee is a company — 30%  (¢) Trading defined

e if the payee is an individual — between 29% and 45% (depending on the leve] A non-resident is not considered to have commenced trading until:

of ordinary taxable income). @ acontract of sale is concluded

Payments made to foreign resident support staff working in the entertainment

industry may, subject to certain conditions, be exempt from withholding obligations, e manufacturing has commenced, or

@ scrvices are performed in Australia.

:"(d) Tax treaties

The tetmis of a tax treaty between Australia and the non-resident’s country of
residence specify that non-residents are liable to Australian tax only if they have an
Australiant branch, PE or dependent agent with power to conclude contracts.

Foreign resident support staff are not subject to withholding where they:

® are residents, for taxation purposes, of a country with which Australia has a tax
treaty, and

® are present in Australia for no more than 183 days in the financial year.

The rate of withholding is nil as these payees will not have a tax liability in
Australia. They are also not required to obtain a tax file number (TFN) or an
Australian business number (ABN).

For certain construction and related activities, the withholding rate is 5% on each
payment under contract.

FRW: payments for construction and related activities

Payments made to foreign residents in respect of construction activities ave
subject to FRW at the prescribed withholding tax rate. The withholding rate fot czrmain
construction and related activities is 5% of each payment under contract. Fayers are
required to withhold amounts from payments made to foreign resiGenis for the
following types of activities:

12) Niining and exploration in Australia

Special tax concessions are available to taxpayers engaged in mining (including
petroleum mining) and quarrying operations for the following types of expenditure.

Exploration or prospecting expenditure

. Expenditure on exploration or prospecting for minerals (including petroleum) or
‘quarry materials obtainable by mining or quarrying operations are deductible in the
year in which it is incurred. The mining property may be located in or outside
Australia. Exploration or prospecting expenditure is deductible from income derived
from any source.

Examples of deductible expenditure include transport, materials, labour,
administrative costs (office rental, salaries of office staff, etc) incurred in carrying out
exploration or prospecting activities.

|

‘Pooled project expenditure incurred in the working of mine sites, petroleum
fields and quarries

® construction works, including installation, upgrading of Luilding, plants and
fixtures, and

e related activities, including administration, assembly, engineering, project
management, etc.

FRW: payments for casino gaming junket activities

Payments made to foreign residents (individuals or entities) that arrange for
foreign gamblers to come to Australia for the purpose of gaming at casinos are subject
to FRW at the prescribed withholding rate. The withholding rate for gaming junkets
(gaming travel packages) is 3% of the total payment.

- Certain project expenditure not related to a depreciating asset and not otherwise
deductible may be deductible over the estimated life of the project at an accelerated
rate of 150%. This deduction is not limited to mining projects.

_The types of expenditure deductible as pooled project expenditure includes
Mmining capital expenditure and transport capital expenditure that are directly
tonnected with carrying on the mining operations. Infrastructure expenditure directly
Connected with a project is also deductible. Examples of eligible expenditure includes:

These individuals or entities are generally known as casino gaming junket
operators. They receive payments, incentives and non-cash benefits as a reward for
bringing people to a casino to gamble.

e : . . freggoey ’
Such activities may include: expenditure on site preparation, buildings and improvements

® contracting with casinos ® cost of feasibility studies and environmental assessments for the project

® contracting with players ‘ ® buildings used in operating or maintaining a treatment plant, and

® recording player gambling statistics ® buildings or other facilities for storage.

AUS 92-020 AUS 92-020
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No other relevant tax rate scales exist. However, the taxation system does contajy
various complex tax rebate and/or concessional deduction provisions to deal wity
special categories of individuals including:

Non-residents

As a general rule the special tax rates/concessions for individuals apply only tq
residents. However, the income of non-resident minors is taxed at special rates.

The taxation of income earned by a non-resident minor is calculated as follows
(2020-21 rates):

AUS 93-030 TAX YEAR AND PAYMENT SYSTEM
(a) Overview of the Australian tax collection system
Residents

(6) Revenue authority contact details. In practice, individual taxpayers will
normally deal only with the branch of the ATO nearest their place of residence.
Contact details for the head office are as follows:

(1) primary producers

(2) authors, artists and inventors
(3) remote area residents, and

The Commissioner of Taxation
Australian Taxation Office
GPO Box 9990

Canberra ACT 2601

(4) taxpayers with dependants.

Tel: 13 28 66 (business tax enquiries)

www.ato.gov.au

(7) Business entry point. The business entry point (BEP) is an internet-based
service which enables businesses to access information and carry out
transactions with government departments using low-cost electronic media. It
provides a-tingle entry point for businesses to local, territory, state and federal
govemrmn: informgtlon and transactions. The BEP is also the access point for
the Australian Business Register, enabling the registration of an Australian
brsiness number (ABN), goods and services tax (GST — a value added tax) and
i file numbers. Search and browse features on the website provide access to
cabiicly available information about businesses held on the register.

The web address for the BEP is:

(1) the first A$416 is taxed at 32.5% on the whole amount (plus 2% Medicare

levy)
(2) income in excess of A$417, but less than A$663 is taxed at A$135.20, plus
66% on the portion over A$416

(3) income in excess of A$663 is taxed at the flat rate of 45% on the whole
amount (plus 2% Medicare levy).

www.business.gov.au

(1) Normal tax year. The Australian tax and financial year runs from 1 July to §
30 June. Individuals are not permitted to adopt any other tax year.

(2) Overview of tax collection system. Withholding tax in the technical scnse
does not apply to residents, but tax is required to be deducted at source-from a
variety of payments. Tax deducted at source can generally be claimied as a credit
when the tax return is lodged.

(3) Lodgment of returns. Individuals are required to lodge a1 arnual tax retumn
in a specified form. The due date for this return is determined shnually and after
30 June about 4 months are usually allowed for lodgment to occur. Penalties
exist for late lodgment and incorrect returns. An extension of time is given for
returns lodged by a tax agent. Returns can be lodged at the branch of the
Australian Taxation Office (ATO) nearest the taxpayer’s place of residence.
Alternatively, returns can be lodged electronically over the internet. If no return
is lodged late payment penalties apply and a default assessment may be issued.
The Tax Commissionet permits additional time for tax related lodgments and
associated payments for individuals and businesses affected by recent natural
disasters.

(4) Assessment of tax. Upon calculating the net tax liability of an individual
based on the information disclosed in the tax return, the ATO issues a tax
assessment, The amount assessed is deemed to be a debt due to the
Commonwealth. The onus of proof in contesting an adverse assessment lies with
the taxpayer.

(5) Payments and refunds. Each tax assessment indicates the amount of tax
payable or refundable to the taxpayer. The assessment also indicates the due
date for payment. Penalties and/or interest charges may apply for late payment
of tax.

jon-residents with income that is taxable in Australia are subject to the same general
rements as residents in relation to lodging tax returns.

it

VBCu]lection of Australian tax from employees

esidents

(1) Scope of salary tax. Employers are required to deduct tax at source from all
. payments of salary and wages. The concept of salary or wages is extended by
. statutory definition to include the payment of directors’ fees and certain

~ payments to independent contractors which relate essentially to the individual
- labour of the contractor.

~ (2) Collection system. Australia’s pay as you go (PAYG) withholding system of
-~ tax collection requires employers to deduct tax from all salary payments and
- remit it directly to the ATO. The rate of PAYG tax deducted from the salary of
employees, who advise their tax file number (TFN) to the employer, is designed
to reflect the estimated ultimate liability of the employee. Provisions exist
1 whereby the employee may apply to have the rate of PAYG tax deducted from
. their salary reduced in the event that the employee anticipates that the actual
 taxable income will be significantly less than the gross salary.

- If an employee receives salary from more than one employer the PAYG rate
. applies to the main employment and other employers are required to deduct tax
at the maximum marginal rate.

-@) Determination of final liability. After year-end, employers are required to
usive employees a payment summary which specifies both their gross salary and
 the tax remitted on their behalf to the ATO. A copy of this payment summary
~forms part of the individual’s tax return.

AUS 93-030

AUS 3-030




182 International Master Tax Guidg A1 ISTRALIA ® INDIVIDUALS @ Residents and Non-residents 183

Access to certain interest withholding tax exemptions is restricted in respect of intereg
paid on issued debt interests. These payments may be exempt from intereg
withholding tax where they are in respect of debentures (dividends paid in respect of
shares), but are classified as debt, and interest payments made in respect qf
“‘syndicated loans’’ which exceed A§100m.

(© Rent
Residents and non-residents

or Austra]iax? tax purposes, r‘ea] property rentals are treated as sourced from the
ountry in which the property is located. However, the source of rental income from
‘attels ig dependent on a number of factors, including the place where the relevant
ental agreement was entered into, where the chattels are to be used, and where rental
yments are to be effected.

(d) Royalties
Residents and non-residents

or Australian tax purposes, royalties are generally treated as sourced where the
roperty rights giving rise to the royalty entitlement are located. The legislation
ontains a broad definition of the term royalty and deems royalties paid to non-
sidents to have an Australian source to the extent that they are deductible to an
stralian taxpayer. The definition of royalty also includes payments made or credited
a non-resident person in carrying on business in Australia, at or through a
rmanent estabiishment.

alty withi:clding is generally charged on the GST inclusive value of the royalty
ment inaie to an overseas recipient (ATO Interpretive Decision 2010/89).

nividends
y }
es;uents and non-residents

\b Australian tax purposes, the source of dividend income is treated as the place
0 re the company generated the profits which funded the dividend payment. This is

ly the place where the business of the company is conducted. The source of a
dend may thus differ from the location of the share register on which the shares to
ich the dividend relates are registered.

f) Pension and superannuation payouts
Residents and non-residents

Australian tax purposes, pension and superannuation payouts are treated as

ced where the fundlmakmg the payment is located (refer to Income Tax Ruling IT

8‘ éor rules governing ‘ﬂ]e source of superannuation payments). The source of
payments is generally the place where the contract giving ri i

R ct giving rise to the annuity

g) Capital gains

lesidents and non-residents

ource is not a criterion for determining liability to Australian capi i

: i ‘ | ng : pital gains tax, except

»§5ainoq to the capital receipts provisions applying to non-residents contained in tlfllje

I a:i gains tax provisions. Capital gains tax liability arises on the disposal of an asset

T eh by a taxpayer. Australian residents are liable to gains on assets situated
vhere, whlle_non-remdents are only subject to capital gains tax upon a disposal of

: able Australian property”’ — see AUS §3-010(b).
) Trust distributions
ents and non-residents

tl'. flowing throqgh a trust is treated as retaining both its character and source. For

. s be"eg att Bahﬂamlan trust derived A$1OQ rental income from a US property which

S 50 ject to 30% tax at source, then on distribution this income would be treated as
urce rental of A$100 with A$30 tax credit attaching to it.

. {1;“ certain trusts which qualify as ‘‘managed investment trusts’ are subject to a
; withholding tax regime — see AUS §3-030(b) Non-residents (2).

(¢) Collection of tax on behalf of foreign tax authority. The Australian Tay
Commissioner has the power to collect a tax debt on behalf of a foreign tax authority
or to take conservancy measures to ensure the collection of the debt.

AUS 93-040 SOURCE RULES
(a) Personal exertion income
Residents and non-residents

For Australian tax purposes, the source of salaries, directors’ emoluments and
professional fees is generally the place where the duties giving rise to the income are
performed. It has been suggested that where work essentially involves special
knowledge or creative powers in a context such that the place where the work g
actually performed is relatively unimportant, then such income may be sourced wherg
the contract of service or for services was entered into. However, this latter possibility
should be regarded as a rare and extreme case which should not be relied upon without

expert advice.
(1) Employment income — see the general comments above.

(2) Business income. When trading profits are largely earned through the %
making of contracts in which the place of performance is relatively unimportam,
then the place where the contracts are formed will usually be regarded.as-ihe
source of the resultant income.

Conversely, where the place of performance of a contract\is, of major
importance, the resultant income will generally be treated as derived where the
contract is performed.

In practice, a range of factors including the place of wofitract, the place of
performance, residence of the parties, place of payment, etc, may be weighed in
determining the source of trading income. The legislation specifically allows the
Commissioner to determine the extent to which a profit arising under an international
contract should be treated as Australian sourced.

(b) Interest

For Australian tax purposes, interest is normally regarded as sourced in the country.
where the agreement giving rise to it was entered into. However, there is no fixed rule
in this regard and if the interest and principal are repayable at some location other than
the place of original contract this latter place may, in appropriate circumstances, be: co
treated as the source of the interest income. The place where the contract 18
enforceable against any security may also be taken into account in difficult cases.

[}
Teal

It should be noted that interest which is deductible to an Australian taxpayer against
domestic income is subject to Australian withholding tax even if it is not technically
Australian sourced.

I

AUS q3-040 AUS 93-040
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(3) Receipt of foreign benefits. Taxpayers receiving payments from pension o
superannuation funds that are non-complying funds for the purposes gop
Australian superannuation law are not entitled to concessions On payout (see
(c)(3) above). Instead, generally speaking, the gross amount of a lump sup, 1
payment from a foreign pension or superannuation fund is included in gy for P
individual’s assessable income, excluding personal and employer contributiong
Where a payment is a pension or annuity, the whole of the payment is includeq
in the assessable income, excluding the amount paid to secure the pension gp
annuity. In very limited circumstances, payments from such funds to residen;
individuals can be exempt from Australian tax, as exempt resident (or nop.
resident) foreign termination payments. The objective of Australian tgy
authorities is to assess the increment in the fund’s value from the moment 5
person obtains resident status in Australia.

- overed by the scheduled fee), but long waiting times frequently apply. The
N erwhelming majority of medical services are provided by private practitioners,
W of whom charge in excess of the scheduled fee. This excess or gap must be paid
rivately or can be the subject of private medical insurance.

1) Free ;_neldical coverage. Every family is given a Medicare card which
operates similarly to a credit card. Medical service providers charging the
scheduled fee for their work accept an imprint of the patient’s Medicare card in
payment for‘Servmes apd c}aim reimbursement directly from the government.
Service providers charging in excess of the scheduled fee frequently require full
payment from the pa.tlent who must then seek reimbursement of the scheduled
fee component of their outgoing by presenting the service provider’s receipt to a

Medicare office.

While many medical general practitioners charge only the scheduled fee for
their services the majority of medical services (eg specialists, pathology and
private hospitals) cost considerably in excess of the scheduled fee.

2) Compylsory contributions. A Medicare levy applies at the rate of 2% of the
taxable income of all resident individuals (excluding low income earners). The
Jevy ic coilected by the Australian Taxation Office (ATO) as part of its normal
tax collection procedures and, from a practical viewpoint, is treated as an
1acrease in the rate of income tax.

ihe Medicare levy paid by an individual automatically covers the cost of
medical treatment for their dependent spouse and children.

. Medicare levy surcharges apply to single individuals with taxable income
greater than A$90,000 pa and to couples and families with a combined taxable
~ income in excess of A$180,000 pa who do not have private hospital insurance
- (see AUS 93-020(2)).
' (3) Voluntary health insurance. In addition to Medicare it is commonplace to
' procure private medical insurance to cover costs associated with services not
covered by Medicare. Such insurance would cover costs associated with using
private hospitals, etc.

- An income tax rebate is available for part of the cost of private health insurance
- premiums. The rebate is available to all Australian tax residents with private
‘ " health insurance, regardless of the amount of taxable income earned.

~ The income tax rebates for private health insurance are determined on a sliding

f;scale according to income. The rebate rates for the 2020-21 tax year are as
follows:

(e) Tax planning issues and techniques
Residents and non-residents

As a general rule expatriates should attempt to structure their affairs so as not fg
receive offshore pension or superannuation benefits while tax resident in Australig,
Since the controlled foreign corporation rules will prevent the diversion of such
payments to an offshore entity such payments should, where possible, be received
before tax residence commences or after it ceases.

(1) Australian pension and superannuation planning. The deductibility of
superannuation contributions coupled with the favourable tax treatment of
superannuation funds and superannuation fund payouts has made salary sacrifice
superannuation a popular domestic tax planning technique. Mature age
expatriates can obtain particular benefit from such tax planning since their @
maximum deductible annual contributions will frequently be very large in ligh, )
of their salary levels.

Expatriate executives posted temporarily to Australia can utilise salary sacrifice
or personal superannuation contributions as a strategy for minimising A ustralian
tax on their salaries.

(2) Inbound planning considerations. Non-residents permaneuily. ceasing work:
in Australia are able to withdraw their benefits.

(3) Superannuation contribution splitting. Individuals. arve allowed to split
certain superannuation contributions with their spouse, provided this is allowed
by the superannuation fund. This enables couples to share superannuation
benefits. However, not all contributions are splittable, eg lump sum payments
from an eligible non-resident non-complying superannuation fund cannot be

s Annual income (A$) Rebate amount (%)
AUS 93-110 HEALTH AND SOCIAL SECURITY ; Age: Age: Age: 70 or
PRSI iorial health poli Single Couple/family under 65 65-69 over
(a) : ustralian national health policy 90,000 or less 180,000 or less 25.059 29.236 33.413
Residents 90,001-105,000  180,001-210,000  16.706 20.883 25.059
All Australian residents are subject to a form of compulsory basic medical insurancé 105,001-140,000  210,001-280,000 8.352 12.529 16.706
known as Medicare — see (1) below. The bulk of the medical system, with the 140,001 or more 280,001 or more 0 0 0

exception of public hospitals, is privately owned and operates along free enterprise
lines. Recognised providers of medical services (eg doctors, dentists, physiotherapists
etc) are registered by the health authorities who also promulgate a comprehensiVe
listing of scheduled fees for all medical procedures. This scheduled fee is the amouflt
which the government will reimburse towards the cost of each medical servicé
Services provided by public hospitals and their employees are generally free (ie they’

‘-‘. rebates were the same for the 2019-20 tax year.

’zr/ilged migrants. A new permanent visa class for aged migrants has been
e oduced. A condition of the visa is a requirement to either take out private
3 -alth Insurance for the first 10 years after arrival, or to pay a health services
harge of approximately A$25,000 per person.

AUS 93-110 AUS 93-110
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AUT 91-014 EXTENT OF TAX LIABILITY

i iti inimum 1ax
(a) Resident entities ini

A minimum corporate income tax is levied on corporations subject to Austrian

Austrian resident companies are subject to corporate income tax on the ‘ited tax liability. The minimum tax due is as follows:
worldwide income and gains. A company is a resident of Austria if it is incorporgt j
in Austria or its activities are directed from Austria. A foreign incorporated COmpap,

may be treated as Austrian resident if it has its place of management in Austria.

Type of company Minimum tax due
Limited liability companies €1,750 per year

- Newly established limited liability €500 per year in the first 5 years and
companies €1,000 per year in the following 5 years

Joint stock companies €3,500 per year
Banks and insurance companies £€5,452 per year

Newly incorporated companies (for the €1,092 per year
 first 4 quarters of incorporation)

Tax treaties may provide for a tax exemption in Austria, or a foreign tax cregy
may be available to offset foreign tax paid against Austrian tax due. The foreign tay
credit is limited to the lesser of the foreign tax paid or the Austrian tax due on fhy
foreign income.

If there is no tax treaty providing relief from double taxation, relief may by
granted under unilateral measures.

(b) Non-resident entities

Non-resident companies which are comparable to Austrian corporations gpe
generally subject to tax only on their Austrian source income. ‘

The minimum tax is not a final tax. A taxpayer may carry forward all minimum
os indefinitely, as a credit against future tax payments. These credits may be carried
4 ] 3 Ul g ; . withcui limit as to the number of years or the amount. The minimum tax is
A company is consi dered nonl—re&dent only if it is neither incorporated in Austriy back it'the company is dissolved before this tax credit is utilised.
nor directs its activities from Austria. .

. ; ; A | Aacirian indivi in
Business profits of a non-resident company are subject to Austrian corporate tay ‘Ausirian individual income tax

only if the non-resident company has established a branch, PE or an agent in Austrig,

©,r individuals, the following progressive tax rates apply for 2021:
A non-resident company is subject to Austrian corporate tax on income derived from &

real estate situated in Austria. The performance of services in Austria leads to Austriap Taxable income Marginal tax rate
tax liability, even if these services are not carried out from a fixed base. _ £ %
For further information regarding Austrian source income, see AUT 12-050. @ \ 011,000 0
D 1 1,000-18,000
AUT 91-016 TAX AND ACCOUNTING YEAR L L,000-18, -
f ; b o i A hus Over 18,000-31,000 35
The tax year for all taxpayers in Austria is the calendar year. business Over 31,000-60,000 0
choose to use an alternative tax year equal to its accounting year.
: : . Over 60,000-90,000 48
A taxpayet’s accounting year is generally the calendar year. Ceitain taxpayers Over 90.000-1m 50
may apply to the Austrian tax authorities for permission to use an aecounting year that 4
deviates from the calendar year if the balance sheet date “or31 December i Over Im 55

inappropriate or impractical (eg in the case of a seasonal business). When starting &
new business, a deviating accounting year can be chosen without prior approval from
the tax authorities.

e rates have applied since 2016, except that the 20% rate was 25% before

Profits of a deviating accounting year are completely allocated to the calendal

' . ' . Income is per year, excluding bonuses taxed at a flat rate (eligible for
year in which the accounting period ends. [

ent income only) and less social security contributions, income-related

For information on tax filing, assessment, payment and penalties, sél s and special expenses.

AUT 91-240.

AUT 91-020 TAX RATES ON INCOME
(a) Austrian corporate tax

same rates and .formulas apply to non-residents, but a notional amount of
U0 must be added to income before calculating the tax.

lends, interest and royalties
Yldend§ paid to resident individuals are subject to a 27.5% withholding tax. A
-th.hok_img tax applies to interest paid to resident individuals on bank deposits
e kinds of bonds. Other payments to resident individuals, such as royalties,
0 generally subject to a 25% withholding tax.

& .
al gains

e AUT 91-060.

Tax rate

A company is subject to corporate income tax at a flat rate of 25% on income an
capital gains, whether retained or distributed. This rate applies to resident companié
with unlimited tax liability as well as to non-resident companies subject to limited (@
liability on their Austrian soutce income. The 25% rate has applied since 2005.

Worldwide income of a private foundation is generally subject to the corpof&
tax rate of 25%.

AUT §1-014 AUT 91-020
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ARK

All jointly taxed companies must have the same financial incurred by a foreign company, ete, cannot be deducted from the jointly

: . Yea ~eNSeS ; g
management company. Sometimes the financial year of a new group Com;an . . 'oI;nC if the expenses are deduc‘tlble for tax purposes from a foreign income
have to change. Alternatively, the Tax Administration may grant permission ¢, cy m ct included in the Danish tax basis.

an no

the financial year of the management company. o

s or losses are calculated according to ordinary tax rules. Gains and
d depreciation, however, are reduced so that only gains arising from the
der global joint taxation are taxed.

y joint taxation should not be elected if the ultimate parent
= Vv -lu.“tafryejg lr?bglcjause the ultimate foreign company would then be considered a
. pany 15 7/ gat’ld taxed in accordance with Danish tax rules. Further, the foreign
( cmﬁi?ycompany’s real estate, PE or subsidiary in another foreign country
ce%:xed in accordance with Danish tax rules.

. . : : ] gains
Joint taxable income only includes the income accrued during the . F g fin
existence. Therefore, companies must file intermediate income tax retumg in Capit2! &

M ¢

situations where companies enter or leave the group.

Accumulated losses or profits of a subsidiary from the period before the :_
the group formation may not be utilised in the jointly taxed income, but these Josea.
profits may offset future income and gains of the loss accumulating subsidiary,

(c) Joint taxation with foreign companies (global joint taxation)

For income years beginning 15 December 2004 or later, Denmark introduceg i -
concept of voluntary international joint taxation. ‘ »> il ! !

i ‘ fh . . Example of global joint taxation calculation
A Danish corporation may elect global joint taxation. If elected, the taxat .
comprises all foreign entities “‘above’” and ‘‘below’’ the Danish company in ¢
organisational scheme. Under this scheme, all foreign group companies as wel| , DKK
branches, foreign PEs and immovable property are included in a joint tax return v

; . , . i ( Al
the Danish company and the Danish group companies. To qualify for Joint taxatipp Danish taxable income 30,000

" Danish comipaiy 1 joint taxation with an Australian subsidiary:

majority of the voting rights is required, but other forms of influence may be sufficjer . Zoreign income (foreign tax paid DKK16,000) 70,000
as well. In general, decisive influence exists if consolidated accounts are required fg % ble Income 100,000
accounting purposes. & I T“’“('t e 22,000
Tax (tax ral

S . . - _ T 400

In some cases, tax treaties with foreign countries may not allow Denmark to fay O \ Less: Danish credit on the foreign income (22,000 x 70,000/100,000) 5
the foreign income. I QQ Maximum foreign tax paid 16,000
: : 6,000

The election of voluntary global joint taxation is binding for a period of 10 ye . I Danish tax payable

If voluntary global joint taxation ends during this period, losses of the foreign enyi
previously offset against Danish tax and not subsequently recaptured vl
recaptured in the year of termination. Recapture generally occurs through the-itciusion
of a capital gain on the deemed liquidation of the subsidiary in the subsidiary’s taxable
income.

‘Tax exempt cash contributions may be paid from a parent company to a directly
indirectly held subsidiary (or between sister companies) within a group, if certain
juirements are met.

) Asset transfers and other transactions

| Asset transfers and other transactions between group companies are for the most

tt subject to the same rules as those affecting unrelated parties and must take place
’s length prices. Danish law does not provide for the tax-free transfer of assets

gtween group companies. : :

) Shares

‘ ithi i le of shares if the
. A company within the group may not be subject to tax on a sa

s are considered shares in qualifying companies (see DNI §1-060(b)).

) Value added tax (VAT)

Transfers within groups of corporations are free of VAT, provided the group
Pmpanies are registered jointly for VAT purposes, see the Danish Value Added‘Tlax
aw (Momslov or ML). VAT-free transfers within groups are not dependent on joint
IXation (see DNK §1-185).

INK §1-185 VAT/GST
d) General information

Denmark introduced value added tax (VAT) on 14 June 1972 in Mervardi
Imszinings Skat (MOMS). The VAT authority is the Tax Agency division of the
Janish Tax Administration. Denmark levies VAT against domestic supply of goods

Non-depreciable assets are valued at the trading value ontlic fifst day of the
financial year for which a company elects global joint taxation, but'the assets are still
regarded as acquired at the original day of purchase. Depreciable assets are valued at
the original purchase price reduced by maximum depreciation until the election of
joint taxation. If this value exceeds the trading value on that date, the trading value is
used.

If foreign assets are acquired in connection with a merger or change in legal
foreign structure that is tax free in the foreign jurisdiction, depreciation or amortisation
is disallowed or reduced.

Calculating taxable income

Normal Danish tax rules govern the calculation of income of each entity within
the global joint taxation group and the jointly taxed income. Foreign paid tax can _bﬂ
credited against calculated Danish tax on that income. The credit method applies
regardless of whether the foreign company, etc, is situated in a country with which
Denmark has an exemption tax treaty. If the taxable income of the foreign company,
etc, calculated according to Danish rules, exceeds the foreign basis of income, the
Danish basis of income must include maximum rates for depreciation, etc, for tax
purposes. :

DNK 91-180 DNK {1-185
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been abolished. The Danish Central Bank now receives information on ajj _ittance of branch profits

ding tax is payable on remittance of branch profits.

. : Mo
from a foreign bank account to a Danish bank account automatically for vem,

purposes. statl No w1thh01
jividends : "
s paid by a foreign company to its shareholders out of its Danish branch
D g ita] gains are not subject to Danish withholding tax. However, if .D.amsh
s and C?gbal joint taxation is elected, Demmark may tax sqch dwu_ie_nd
. ause all entities below and above a Danish company within the joint

dered Danish companies (see DNK 91-180(c)).

DNK 92-020 TRADING IN DENMARK

A non-resident is not subject to Danish tax on trading or business profi
directly or indirectly trades or does business in Denmark. In such case
resident must pay tax on its Danish source income.

:
1S unlegg
s the ut‘ions bec
fion are const

1[2‘040 DANISH ADMINISTRATION OR LIAISON OFFICE

; i i i international operations, and many foreign
‘Denmark is a strategic location for in tio , an

Dseses wish to establish an administrative or liaison presence within the country.
11nE /

"\ ainistrative or liaison activities carried out in Denmark will not cause an
--Adﬁ:ésggzbanish company to be taxed as a Danish resident or taxed as trading
E: %usiness in Denmark, provided crucial management decisions are not made in
- nark (see DNK §1-230, DNK 91-010(c)). 1

in office itself also will not be liable to Danish income tax. In general,
J:ﬁgﬂ;?k?s tax treaties with o?;her coui_ltries provide t_hgt a Danish ofﬁcle used
b fo- buying goods, collecting information or advertising products will nlf()t
onstiute a Danish taxable branch of the overseas entity that it represents in Denmark.

\l‘ 1 92-050 " OTHER DANISH SOURCE INCOME OF NON-RESIDENTS
The same Danish tax rules that apply to resident companies for computation Q ‘Q

taxable income also apply to Danish branches of foreign companies (ceg
DNK 91-070). The corporate tax rate of 22% applies to the net income of a bransh.

In general, a non-resident will not directly or indirectly trade or do bu
Denmark until it concludes contracts of sale, manufactures or performs Serviceg &
Denmark. Profits from exporting to Denmark will not be subject to Danish incomes
unless the exporter has a Danish PE or a dependent agent in Denmark with the po a
to conclude contracts. '

SineSS

Where a tax treaty exists between Denmark and a non-resident’s country 4
residence, the treaty will specify that the non-resident is subject to Danish tax only if-
has a Danish branch, PE or dependent agent with power to conclude contracts, '

DNK 92-030 DANISH BRANCH

Under Danish domestic tax rules, a foreign company is subject to Danish tax op
its Danish trading or business profits. A Danish branch is advantageous because pg
withholding tax is payable on remittance of the branch’s profits. Further, overheags
such as royalties and interests payments paid to the foreign head office may b

considered as an internal transfer of money. y Immovable property

" A non-resident’s net income from immovable property located in Denmark is
siect to tax at the corporate tax rate of 22%.

) Share of profit

2 A non-resident’s income from a share of the net profit or a share of the gross
enue of a business in Denmark is subject to Danish tax at the corporate tax rate of
No withholding tax applies.

) Dividends received

Dividends received by a non-resident from a Danish company are subject to 22%
yithholding tax.

# However, if the shareholder is a foreign company, a Danish company may
distribute dividends without withholding tax if the foreign company:

(a) Calculating taxable income

(b) Capital gains tax

Capital gains on branch assets located in Denmark are taxed at thé torporate tax
rate of 22% (see DNK 91-060),

(c) Other Danish source income

Should a foreign company have Danish source income that is not connected with
a branch, such as rents from immovable property, the Danish source income will be
subject to Danish corporate taxation and taxed at a rate of 22%.

(d) Building projects ' ® gqualifies as a company under Danish rules

d z 0,

A building project in Denmark is likely to be treated as a taxable PE. Denmark ® directly owns at least 10% of the shares in the Danish company, and
follows the guidelines laid out in the OECD Model Convention to determine if
activities constitute construction work. Construction work normally lasts for a long
duration and tax treaties generally define the applicable threshold for time spent on
construction work. If these requirements are met, Denmark will consider the
construction work a PE retroactively effective from day one. Commissions, know-how
and management fees paid by an entity operating a Danish building project will be tax
deductible, provided they are at arm’s length rates.

® the distribution of the dividend to the foreign company is protected by either the
EU Parent Subsidiary Directive or by one of Denmark’s tax treaties (reduction/
waiver of withholding tax).

Further, there are no withholding taxes on dividends paid from a Danish company
0 a foreign company holding less than 10% of the shares in the Danish company, if
the foreign company:

However, some of Denmark’s tax treaties with other countries determine 2 ® qualifies as a company under Danish rules
building site to be a taxable PE only where the project lasts more than six, nine or 12
months, depending on the particular treaty. A project of lesser duration may escape

Danish tax on the profits derived.

~ ® has decisive influence directly or indirectly in the Danish company

e is resident in an EU/EEA member state, and

DNK 92-020 DNK 92-050
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33 The lower rate applies to interest paid (a) to a government organisation, the centry -
or a pension fund, (b) in respect of corporate bonds, or (c) in tespect of a loan gy 2
guaranteed or insured by an international trade institution. Creg;

34 The lower rate applies under the EU Parent Subsidiary Directive, or if the fora:
company (not through a partnership) owns directly at least 25% of the paying c()mpr
capital for 12 months prior to payment of the dividend. any’

i ‘ jower rate applies if the foreign company owns directly or indirectly at least 25% of
E:evoﬁng rights in the paying company,

The lower rate applies to interest paid in respect of sales on credit.

The

0% rate applies to interest paid to a government organisatiop or the cel_ltrai bank; the
1 0;3 rate applies if the forei’gn company (not through a partnership) owns directly at least
25% of the paying company’s capital. . .

“The 0% rate applies to interest paid to a pensi_on fund; the,S% rate applies if the foreign
: company Owns directly at least 10% of the paying company’s capital.

: The lower rate applies if the foreign company (not through a partnership) owns directly at

0 Jeast 25% of the paying company’s capital for at least 12 months prior to payment of the
e

n,djvidend.

7 The lower rate applies to interest paid in respect of a loan granted or guaranteed by a
!‘ﬁna.ncial institution with the objective of promoting exports.

35 The lower rate applies under the EU Interest and Royalties Directive or to interegt Paid i
respect of (a) a loan guaranteed or insured by a government organisation or the cgp o
(g

bank, or (b) sales on credit.

36 The lower rate applies if the foreign company (not through a partnership) owns dire, ol |
indirectly at least 25% of the voting rights in the paying company. Ve

37 The lower rate applies if paid to a pension fund, or if the foreign company owng direggjy.
at least 10% of the paying company’s capital for a period of at least 6 months. d

38 The lower rate applies if the foreign company owns directly or indirectly at least 250;
the voting rights in the paying company for at least 6 months prior to payment of :?:-
dividend; the non-treaty rate applies rather than the higher 30% rate specified iy th
treaty. i

2 The lower rate applies to fees for technical assistance.

The 5% rate(apolies if the foreign company (not through a partnership) owns directly at
Jeast 70%-£, or has invested at least US$12 million in, the paying company’s capital; the
10% rate 2pplies if the foreign company so owns at least 25% of the paying company’s

capiial.

A Th: higher rate applies to royalties from the use of trademarks and information
" _oncerning commercial operations.

| The 0% rate applies if paid to the central bank or a government organisation, or if t}w
foreign company Owns directly at least 50% o_f, a_nd has m\_'ested at least €2 mlllllon in,
the paying company’s capital; the 5% rate apphe; if the forglgn compan_\,/ owns directly at
~ east 10% of, and has invested at least €100,000 in, the paying company’s capital.

62 The lower rate applies if the foreign company (not through a partnership) owns directly at
~ |east 25% of the voting rights in the paying company.

63 The lower rate applies to interest paid to, or in respect of a loan financed, guaranteed or
~ insured by, a government organisation or the central bank.

64 The 0% rate applies if the foreign company (not through a partnership) owns directly at
~ least 25% of the paying company’s capital for at least 12 months prior to payment of t.he
dividend, or if paid to a government organisation or the central bank; the 5% rate applies
to interest paid to a pension fund.

65 The lower rate applies (a) if the foreign company (not through a partnership) owns
directly at least 10% of the paying company’s capital, or (b) if paid to a government
organisation, the central bank or a pension fund.

66 The lower rate applies to interest paid (a) to or by a government organisation or the
central bank, (b) to a pension fund, (c) in respect of a loan financed, guaranteed or insured
by a government organisation, or (d) in respect of sales on credit of equipment or
merchandise.

;57 The non-treaty rates apply rather than the higher 25% rate specified in the treaty.

68 The lower rate applies if the foreign company owns directly or indirectly at least 25% of
the paying company’s capital; the non-treaty rate applies rather than the higher 25% rate
specified in the treaty.

69 The lower rate applies if the foreign company (not through a partnership) owns directly at
least 25% of the paying company’s capital; the non-treaty rate applies rather than the
higher 25% rate specified in the treaty.

70 The lower rate applies if the foreign company (not through a partnership) owns di_reF:tly at
least 20% of the paying company’s capital and has invested more than €1 million or
equivalent in the paying company’s capital.

59
7

39 The lower rate applies to royalties derived from industrial investment.

40 The 0% rate applies to dividends paid to a pension fund; the 5% rate applies if the forejpn
company (not through a partnership) owns directly at least 25% of the paying COn‘lpan‘_
capital for at least 12 months prior to payment of the dividend.

41 The 10% rate applies if the foreign company (not through a partnership) owns directly gf
least 25% of the paying company’s capital for at least 12 months prior to payment of the
dividend; the 0% rate applies under the EU Parent Subsidiary Directive.

42 The 0% rate applies to interest paid to a pension fund, or in respect of a loan or cregj QQ

"

lasting at least 3 years guaranteed or insured by specified institutions; the 5% rate applies
to interest paid to a bank. :

43 The lower rate applies to fees for technical services.

44 The lower rate applies to interest paid in respect of a loan guaranteed or insured by a
government organisation or the central bank.

45 The 0% rate applies under the EU Parent Subsidiary Directive, or if the foreign company
(not through a partnership) owns directly at least 25% of the paying cowvany’s capital for
at least 12 months prior to payment of the dividend; the 5% rate appiics-to interest paid to
a pension fund.

46 The lower rate applies under the EU Interest and Royalties Directive, or to interest paid in
respect of (a) a loan guaranteed or insured by a government organisation, (b) sales on
credit of equipment, or (¢c) government bonds or debentures.

47 The 10% rate applies if the foreign company (not through a partnership) owns directly at
least 25% of the paying company’s capital, the 0% rate applies under the EU Parent
Subsidiary Directive.

48 The lower rate applies under the EU Tnterest and Royalties Directive, or to interest paid in
respect of a loan or credit guaranteed or insured by a government organisation,

49 The 0% rate applies if the foreign company (not through a partnership) owns directly at
least 25% of the paying company’s capital for at least 12 months prior to payment of the
dividend; the 5% rate applies to interest paid to a pension fund.

50 The 5% rate applies if the foreign company owns directly at least 25% of the paying
company’s capital for at least 12 months prior to payment of the dividend, or if paid to a
pension fund; the 0% rate applies under the EU Parent Subsidiary Directive.

51 The lower rate applies under the EU Parent Subsidiary Directive, or (a) if the forEig’ﬂ _
company (not through a partnership) owns directly at least 10% of the paying company S
capital, or (b) if paid to a pension fund. .

DNK 92-090

DNK 92-090
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HKG §1-170 LIQUIDATION

Liquidation distributions of a capital nature are not subject to
A company may be required to pay tax on a depreciation balancip
circumstances (see HKG 1-100).

: ‘taxis payable at a rate of 15%. The tax applies to 80% of the assessable
tax roperty and is levied on the owner of land and buildings situated in
4 ¢ %ssable value is generally the current annual rental income of the
: ssraﬁon doing business in Hong Kong and occupying a building for its
0roducing rental income, is exempt from property tax, but subject to
come after allowing all relevant deductions.

tax in p
g cha oa
L

HKG q1-180 COMPANY GROUPS 1
Companies are assessed to Hong Kong profits tax Separately
whether they are part of a group of associated or related Companiés St
concept of group assessment that allows losses to offset gaing Wl‘thj.n
companies. &

the net 1
_tion carrying on a trade, profession or business in Hong Kong is
¥ property tax because its rental income forms part of the assessable
at corporation under profits tax. No property tax is levied when the
- the corporation’s own use as no income is derived.

HKG 1-“"1 85 VAT/GST ' and government rent

Hong Kong does not impose any value added tax (VAT) or 200ds an
tax (GST). ¥
I

In December 2006, the Chief Financial Secretary withdrew the o
document proposing the implementation of a GST. The Secretary ;s .
proposal because of opposition from the public. The government claimeq ¢ w0,1-22 tax year, the rating tax is waived, capped at HK1,500 per
would have been the best form of new tax to alleviate the structural defin :ty per quarter for the first and second quarters (1 April 2021 to 30
Kong. 4 Q 021) and HK$1,000 per rateable property per quarter for the third and

I 0 s (1 October 2021 to 31 March 2022). For non-domestic tenements,
HKG 91-190 OTHER HONG KONG TAXES

&  inoreased to HK$5,000 and HK$2,000 respectively.
(a) Basic rule \l~ _02'041 tax year, the rating tax was waived, capped at HK1,500 per

0o tax is levied on the annual value of all premises, which is used to
‘ervices such as drainage. The rating is normally paid by the occupant of

: t it addif; 0 erty per quarter. The cap was increased to HK$5,000 for non-domestic
incmﬁl;ng Kong imposes a number of taxes in addition to the profits ta : O e first and second quarters (1 April 2020 to 30 September 2020).
Q 201920 tax year, the rating tax was waived, capped at HK$1,500 per
® property tax \ * erty per quarter. The cap was increased to HK$5,000 for non-domestic
® rating and government rent t the fourth quarter (January to March 2020).

2018-19 tax year, the rating tax was waived, capped at HK$2,500 per
erty per quarter. For the 2016-17 and 2017-18 tax years, the rating tax
ved, capped at HK$1,000 per rateable property per quarter.

customs and excise duties

stamp duty
ng tax was also waived for the first 2 quarters of the 2015-16 tax year

K$2,500 per rateable property per quarter), and the first 2 quarters of the
year (capped at HK$1,500 per rateable property per quarter).

consignment tax

hotel accommodation tax

L rent
motor vehicles tax - : ; 5
ment rent is levied at the rate of 3% of the annual value of the premises,

inder the Government Rent (Assessment and Collection) Ordinance (Cap

taxes on gambling, and

@ securities and futures levies. : : ’
s and excise duties

These taxes are discussed below., B0 i e Tevicd o
There is currently no insurance premiums tax in Hong Kong.
insurers that carry on business in Hong Kong and derive Hong Kong source

subject to profits tax under IRO ss 23 and 23A. )

Estate duty was abolished on 11 February 2006. No estate duty affi
accounts need to be filed, and no estate duty clearance papers are need
application for a grant of representation in respect of deaths occurring on o
date. The estate duty chargeable in respect of estates of persons dying of €
July 2005 and before 11 February 2006 (transitional estates) with the prii€
exceeding HK$7.5 million will be reduced to a nominal amount of HK$100:

arbon oils

L alcohol
vehicles

D and tobacco products

HKG 91-170 HKG 91-190
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__individual is entitled to claim a deduction for money donations to
i ble institutions of up to 35% of assessable income.

' parita . )
: ng courses at approved institutions are deductible up to a

! aini
for ot of HK$60,000.

ally non-deductible outgoings — see (2) and (3) above.
N residential care expenses. A person may claim a deduction for

i dential care expenses paid by the person or their spouse to a
E home in respect of the person’s or their spouse’s parent or

Non-residents
(b) Utilising tax treaty relief

(1) Status and content of tax treaties. Under most tax
Kong, non-resident individuals who are employed in
subject to tax in Hong Kong if:

{reatieg gio
Hong Kog

(i) the individual is present in Hong Kong for not

mo :
calendar year or in any 12-month period ¢ than |

£

(ii) the income is not paid by an employer who is 3 resident o ’ clall;fder salaries tax or personal assessment. A person chargeable to
and of :andard rate is also entitled to the deduction, which is a maximum of
o i ' / = 0 ear
(iii) the individual’s employment income is not borne py 000 per year tron the 2015 19tax. year onwarcs (HK$92.000 per

establishment or a fixed base that the employer has in Hong Kon 016-17 aggr 52)017—] 8 tax years; HK$80,000 per year;for the 2014-13
: 16 tax ¥ :

(2) Typical residence tie-breaker article. Tie-breaker cla 3 ; . ‘1 .
tax treaties for when issues of dual residence arise. The isii?;f otions for homclz loan tntfffrest. lHIc;g;etlian mt;a::sst (ﬁa}?o;fn ged;g[cl}gl,i
tax residence is significant, as taxability and relief are determjn- . wrson’s assessable income tor: sala : prurpn ch:;r e tapx .
to the person’s country of residence. Tie-breaker clauses peneral ym ‘or personal laidsessir}llendp&ﬂpgses. hpehgo HKS 1300 i e
following criteria in descending order of importance, so e E s is also entitled to the deduction, w' '1102 OIT7 ,10 p }]73 ;
can claim an individual as its tax resident: Y } 20 years (up to 15 years before 1 Apri ; up to 10 years before

012). To qualify for the deduction, the person must be the owner of a
“n Hong Kong, and must wholly or partly use the property as their
 in the tax year. The loan must be a secured mortgage for the
s of the property, and must be from an approved lender.

(i) existence of a permanent home
(ii) close personal and economic relations
(iii) habitual abode

(iv) nationality, and

wable donations. An individual making approved charitable donations
i to a maximum tax deduction of up to 35%. Payments other than those
ictly gifts are not considered to be donations. A donation must also be

(v) mutual agreement. 'm of money, since deductions are not allowed for the monetary value

(3) Major exceptions to typical tie-breaker. The Hong K
generally follow the same broad principles as to individual szide
criteria, although the details may vary. It is thus necessary v exan
the wording of the relevant treaty in respect to a particulay situation

HKG 93-060 MAIN DEDUCTIONS AND RELIEFS ' £ =t
i tibili inci ng has no concept of residence and its tax pnngplps' do not distinguish
i:) I;asu: e te T ! non-residents, the above comments apply to all individuals.
esidents ] "

.{Q‘ .
ducation costs. A deduction is available in respect of fees for approved
ourses. The maximum deduction is HK$100,000 from the 2017-18 tax

$80,000 previously).

. . . o for special categories of gain
Hong Kong’s general rule with respect to deduction applies to salaries f
other than expenses of a domestic, private or capital nature, that are i
production of taxable income are deductible. In practice, it is generall
support a claim for deduction with respect to income derived from
except in cases where it is evident that an individual incurs expenses (
travel, communication and entertainment expenses by a salesperson I
claim expense reimbursement under the terms of their employment). Th
will, however, be required to support the claim that such expenses were If
production of income which is assessable to tax in Hong Kong.

(1) Foreign outgoings/losses. The basic rule outlined above api
expenses are deductible, provided they were incurred in the:
income which is assessable to tax in Hong Kong. J

‘non-residents

:ymem‘ income. Situations where employment income may l?e relieved
are outlined at (a) above. Relief under personal assessment is outlined
3-030(b)(2).

less income. A person who derives non-Hong Kong source business
8 not liable to tax in Hong Kong. See HKG 93-040(a)(2) for criteria in
INg source.

£SL. An individual is not liable to tax on interest income.

- There is no special tax relief except that available under personal
it — see HKG 93-030(b)(2).

ffies. Where a person carries on a business in Hong Kong which gives
Oyalty income as set out in HKG 93-030(d)(3), personal assessment
At HKG 93-030(b)(2) may be available.

(2) Capital outgoings/losses. Expenses of a capital nature are notd

(3) Personal expenditure. Expenses of a domestic, private or persé
not deductible. " ‘

HKG 93-060 HKG 93-060
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beneficiary. It is payable at the rate applicable to the total income of the 1
except that business income is taxed at the maximum marginal rgye °3
surcharge and education cess (see IND 1-020(a)). (ie 3

nce

gssec must apply for and obtain a unique permanent account number
155

must be stated on the return of income, in all tax payment

In the case of a discretionary trust, the tax is assessed in the handg .. g at the time of entering into specified transactions (such as the

: ‘ : ) i i hen
as a representative assessee and is payable at the maximum mar L erty). It must also be quoted at various other times, such as w
B i ginal rate, Oﬂcﬁﬂm or a dematerialised account for holding shares (known as a

on investment above a specified limit in shares and mutual funds, at
ation of certain documents, etc.

(i) Cooperative societies -'
egistr _ :
.rson responsible for effecting withholding tax from payments made by
entities running business activities) must obtain a separate unique
r (TAN). TANs must be stated in all payment documents for taxes
ithholding tax returns, etc. If an assessee does not provide PAN
. required to withhold tax from any payment to the assessee, the
't‘.ﬁ rate is at least 5%.

A cooperative society means a society registered under the Co.
Societies Act 1912 or under any other law for the time being in force in
the registration of cooperative societies. Typically, this form would not e &;_,

: : : ! oo all

inbound international investments. -egmbe
y n

The income of a cooperative society computed after deductions ig subi p the W

at the rates stated below for AY 2022-23 (PY 2021-22), including 4% cess:

Income Tax rate 4 EXTENT OF TAX LIABILITY

L % Jes far computation of business income are found under ss 28 to 44DB
Up to 10,000 10.4 e ‘ca Act 1961 (ITA). Exemptions from income are under ss 10 to 10C
10,001 to 20,000 20.8 " .l deductions are under ss 80A to 80RRB _of the ITA. Certain other
20,001 and over 31.2 Qg ¢ scattered throughout the ITA, eg transfer pricing, MAT, etc.

.« not a separate rate of tax on business income. The business income is
taxpayer’s assessable income and tax is paid at the rate prescribed under
 Act applicable to each year.

i v to tax: jurisdiction

N ble entity which is resident in India is taxed on its global income. If the

rce income has been taxed in a foreign country, credit for tax paid in the
mtry is allowed subject to provisions of the ITA and tax treaties with the

sountries.
resident entity is taxed in India if income is earned in India, received in
emed to accrue or arise in India.

From AY 2021-22 (PY 2020-21), cooperative societies may instead g
tax at a rate of 22% plus 10% surcharge and 4% cess. Severely limited dedy
available,

IND §1-012 BUSINESS REGISTRATION AND LICENSING
(a) Registration and licensing requirements

Registration requirements for the various entity types used in Intia are oy
IND 1-010. All businesses also need to comply with local registiations fg
business such as under the Shops and Establishments Acu 1953, the B
Provident Funds and Miscellaneous Provisions Act 1952, and the Professig
Act of the relevant state, etc. However, these registratitns are incidental {

nce defined
business rather than necessary for the establishment of 2 form of business. :

A newly formed entity must obtain a permanent account number (PAN) a pany is considered resident in India in a given tax year if:

account number (TAN). A PAN is the tax registration number used for
reporting and assessments, other than tax withholdings made by the entity, W
reported using a TAN. Foreign entities and non-residents receiving any incon
India that is subject to tax withholding are also required to obtain a PAN.

n Indian company, or
jits place of effective management, at any time in that year, in India.
ip firms

ftnership firm is resident in India if any portion of its control and
nt is in India.

Non-resident Indians (NRIs), persons of Indian origin (P1Os), politicall I
persons (PEPs), and other entities with an interest (business or otherwise)
must complete a different and more extensive PAN registration form (49AA)t

required for resident taxpayers (49A). .ETI; ership firm is non-resident if its control and management is wholly

International investments in India have few restrictions (these hal
gradually reduced over time and are very few compared to earlier yéd
restrictions are basically related to investments in certain sectors such as I
airlines, banking, insurance, retail, agriculture, defence and related activi
mining. Under certain circumstances, international businesses having jf?lT?f
alliances with a company must seek their consent before entering into a JOlﬂt
alliance with other entities for the same business. It is therefore advisable t0'
the applicability of any such restrictions before planning investments. !

| April 2021, an individual is regarded as resident in India if:

idividual stays in India for 182 days or more during a PY (financial year
“iately preceding the assessment year)

'vi_dua] stays in India for 120 days or more during a PY, and 365 days or
during the 4 years preceding that PY

IND 91-012 IND 9q1-014
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_ For taxpayers with annual taxable supplies of RM5 million or more, the taxaly
period was the calendar month. For other taxpayers, the taxable period was a periog v
3 calendar months. of

R Th
on of instrument/subject

Input credit ~ pescripfi

¢ instruments chargeable to stamp duty are provided in the First Schedule of
tamp Act 1949. Examples and some important exemptions are as follows:

Duity payable

Form 14A (conveyance — land/transfer of property as a gift) from

A taxable person that made taxable supplies was entitled to deduct the GST 3
1 July 2019:

on purchases of goods and services, provided that they were used for byg;
purposes and were not GST exempt. A taxable person had to prove the right to dedyep
input GST to the RMCD by holding a GST invoice issued by the supplier. GST paye
deducted input GST on their cost components so that the ultimate consumer bore thrs:
burden of tax. A taxpayer had to pay the supplier of the goods or service Wwithin g
months from the date of supply; failure to do so resulted in the taxpayer having ¢
repay any input tax claimed in a return. The input tax could only be reclaimed ip the
taxable period in which the supplier was paid.

GST refunds

When the input tax incurred by a taxable person during a tax period exceedeq
their output tax for that period, the excess represented a GST credit which could be.
reclaimed as a refund. The refund could be offset against any unpaid GST, eXcise
duty, or import and export duty. The refund could also be carried over into the next
Gf?T pcr]iodbat thedtaxpayer’s request or by order of the RMCD. GST refunds had tq.
effectively be paid to taxpayers within 14 working days from the date of the onlige - : i
submission of a GST return, or within 28 working dgaYS )t"(or manual submissions. ;- C e

N
©
S

Paiq
nEsg-

Form 14A (conveyance — land/transfer of property as a gift)
pefore 1 July 2019 )
(i) for property with a value not exceeding RM2.5m (from
1 January 2019 until 30 June 2019)

MYS 91-190 OTHER MALAYSIAN TAXES
(a) Withholding tax
The following table summarises Malaysian domestic withholding tax rates.

Nature of payment Rate (%) Agreement for the sale of book debts (not approved by Minister of
Interest paid to a non-resident person 15 Finance) and goodwill/deed of assignment of rights under a
Interest paid to a resident of a country which has a tax treaty 0-15 Rt

with Malaysia

Royalties and rents 10

Payments to non-resident contractors 13 - Form 32A (shares not listed on the Kuala Lumpur Stock
Remuneration of a public entertainer 15 ~ Exchange)

Payment for use of property or installation or operation of 10 Lease for movable properties

plant and machinery Loan agreement (local currency)

Technical fees 10 - Loan agreement (foreign currency)

Section 4(f) income 10

- Contract notes (shares)

Agreement for lease of immovable property (without fine or
Ppremium) and for securing the payment for provision of services
or facilities or to other matters or things in connection with a lease
(eg service charge):

(i) average rent per year and other considerations not
exceeding RM2,400

There is no Malaysian withholding tax on dividends paid to non-residents.

For more information on withholding taxes on payments to non-residents, see
MYS 92-050, '

(b) Real property gains tax
See MYS 91-060.
(c) Stamp duty

Stamp duty is a tax levied at various rates on instruments (ie documents OF
contracts) which give effect to certain dutiable transactions.

1% on the first

RM 100,000, 2% on
the next
RM400,000, 3% on
the next

RM 500,000, and
4% on the excess
over RMIm

1% on the first

RM 100,000, 2% on
the next
RM400,000, and
3% on the excess
over RM500,000
up to RM2.5m

1% on the first

RM 100,000, 2% on
the next
RM400,000, 3% on
the next
RM500,000, and
4% on the excess
over RMIm

1% on the first

RM 100,000, 2% on
the next
RM400,000, and
3% on the excess
over RM500,000

0.3%

0.5%
0.5%

0.5% subjectto a
maximum of
RM500

0.1%

Nil

MYS §1-190

MYS §1-190
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(k) Approved service projects (ASPs) for communications, utilities and
transportation sectors (applications closed)

Selected projects in the communications, utilities (including energy conservagy,
services) and transportation sub-sectors approved by the Malaysian Ministry 0
Finance, known as ASPs, qualify for pioneer status for 5 years or investm'

It

allowance (IA) for 10 years.

A company involved in transportation, communications, utilities or any qghe.
sub-sector approved by the Minister of Finance (ie approved service projects or ASP&'
is eligible for an IA. IA is an allowance on the capital expenditure incurred and vg ;
from 60% to 100%. The allowance can be offset against 70% to 100% of statytg,
income. IA is given in addition to capital allowances for qualifying expenditure, Tp
Minister of Finance decides the IA rates for the applicant company. The 1A paee
depends on the type of services provided, the size of the investment and g,
technology involved, the government’s prevailing investment policy, etc. The ,
mile broadband network service provider in the telecommunications industry, for
instance, was given an IA rate of 100% for a period of 5 years which could be offge
against 100% of statutory income for applications received by the Ministry of Finangg
before 31 December 2012. i

Unutilised TA can be carried forward for 7 years for set off against futype
business mco.me. : : a0 vestment tax allowance of 100% on qualifying capital expenditure incurred

Exemptions on customs duties are available on imported materials apg or 2 period of 5 years for the construction of new hospitals or for the expansion,
locally. ‘ g

m 1 January 2013, an income tax exemption applied to the income of tour

it 15 that:
\- ought in at least 750 foreign tourists a year, or

1dled at least 1,500 local tourists a year.
'E exemption applied for years of assessment 2013 to 2020.
ption for luxury yacht industry

mpanies engaged in the business of construction, repair and maintenance of
A chs, and those prowdmg charter services of luxury yachts, are eligible for a
ncome tax exemption.

emption for organisers of international trade exhibitions in Malaysia

Hcome earned from the organisation_ of _intemationa] trade exhibitions held in
sia is eligible for income tax exemption if there are at least 500 foreign visitors

care travel/medical tourism

the following incentives are available to private hospitals to expand their
ity and io boost the healthcare travel/medical tourism industry:

machinery. Exemptions for excise duty are on materials and machinery purchaseg nodernisation or reﬁlrbishment of existing hospitals, or for medical devices
§ eding RM50,000 (effective for applications received from 1 January 2018
31 December 2020)

1 investment tax allowance of 100% on qualifying capital expenditure incurred
by a company that provides healthcare facilities to healthcare travellers for
sxpansion, modernisation or refurbishment, for a period of 5 years (effective for
ipplications received from 1 January 2015 until 31 December 2020), and

(I) Tourism industry OO
Pioneer status/ITA for tourism projects

Pioneer status for tourism projects provides a tax exemption for 5 years on 70%
of statutory income. As an alternative, ITA is given at 60% of capital expendnure
against 70% of statutory income incurred within 5 years of approval. Another*eund of
pioneer status and ITA is granted to project owners who upgrade their, fastiities. The
ITA alone is granted for a third round of upgrading. Tax exempt dividends may be
paid out from tax exempt income.

jouble deduction on expenses incurred by private hospitals in obtaining
lomestic or internationally recognised accreditation as recognised by the
nternational Society for Quality in Health, eg the Malaysian Society for Quality
1 Health (MSQH) or the Joint Commission International (JCI).

ection and conservation of the environment
ar status/ITA
* eer status and ITA incentives are available to companies engaged in:

ntegrated operations for the storage, treatment and disposal of toxic and
1azardous wastes

Qualifying tourism projects include:
@ construction of hotels with ratings of 1 to 3 stars

® construction of hotels with ratings of 4 or 5 stars in Peninsular Malaysia on of
before 31 December 2016

® construction of hotels with ratings of 4 or 5 stars in Sabah or Sarawak on of

before 31 December 2020 rovision of energy conservation services

® expansion/modernisation of existing hotels vaste recycling activities (eg recycling of agricultural waste, recycling of
@ construction of holiday camps cals, production of reconstituted wood-based panel boards, etc)
e recreation projects ‘ é’:tion of energy using renewable resources, eg biomass, hydro and solar
® cons.tljuction of convention centres with halls to accommodate up to 3,000 ted capital allowances

participants. 1 ‘

Celerated capital allowan i
; . ces are given for:
Tax exemption for tour operators (expired) . 4 . _ e .or

Tour operators were exempt from excise duty on locally produced cars used 4 ental protection equipment which stores, treats and disposes of waste,
hire and drive cars. A further 50% excise duty exemption was given on locall) -

assembled 4WD vehicles. . Ste recycling machinery and equipment.

MYS 91-200 MYS §1-200
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(zq) Financing Assistance Schemes — Second Stimulus Package

Working Capital Guarantee
Scheme

AY

Working Capital Guarantee
Scheme

Industry Restructuring Loan
Guarantee Scheme

— All commercial banks — All commercial banks

Industry Restructuring Loay

participating

Objective

To assist viable companies with
shareholder equity below
RM20m to gain access to
financing to maintain their
operations during the current
challenging economic
environment

Guarantee Scheme R — All Islamic Banks — All Islamic Banks

To promote investments: };‘;ﬂuﬁgns — All development financial — All development financial
— that increase producﬁv'ity 1 mst1tut10'ns ll‘lStll‘utl.OllS :

—in high value added ACtivitieg Respor sibility Not applicable PFls will be responsible for
(such as R&D and downstregp, of participating credit assessment and for

ensuring that financing provided
meets the objective of the
scheme

agriculture activities)

fnancial
— that promote greater

“institutions

Eligibility
criteria

Legally registered Malaysian-
owned companies (at least 51%)
in all economic sectors, with
shareholder equity below
RM20m

application of green technolg o EPFIS)

Legally registered Malaysian. 1 2centives for relocation to Malaysia
owned companies (at least 519 ) In
in all economic sectors i

tax exemption is available for manufacturing companies that relocate to
vsia. The exemption period is 10 years if the total value of invested fixed assets is
RM300 million and RM500 million, and 15 years if the total value of

Financing limits

Minimum: RM50,000
Maximum: Aggregate financing
of RM10m per company

+od fixed assets exceeds RM500 million. The incentive applies to companies that
n approval betveen 1 July 2020 and 31 December 2021 and are in operation in
Usia withiis ene year of obtaining approval.

Minimum: RM50,000
Maximum: Aggregate finangig
of RM50m per company -

Purpose of
financing

— The scheme granted must be
for the purpose of financing
business activities and not for
refinancing existing credit
facilities

— Participating financial
institutions are responsible for
determining the genuineness of
the customer, based on the
institution’s credit evaluation
procedure

— To finance investments that
meet the objectives of the
scheme

— Refinancing of existing credit
facilities is not allowed

,,p:r:pments

« Malaysian Government has proposed extending the approval period for the
jocation tax exemption to 31 December 2022.

O

S

°

entives for investments by pharmaceutical manufacturers

velopments
e Malaysian Government has proposed introducing a reduced corporate

Interest/
financing rates

Determined by participating
financial institutions

ome tax rate for investments in Malaysia by manufacturers of pharmaceutical

Determined by participaii ke :
et YN yducts, including vaccines. The reduced rate would be between 0% and 10%

financial institution:

Source of funds

Participating financial
institutions

1 would apply for a period of 10 years.

Guarantee
cover

SPV, which is fully backed by
the Malaysian Government, will
provide:

— 80% automatic guarantee
cover on approved limit for
medium sized enterprises

— Financing risk on the
remaining 20% will be borne by
the participating financial
institution

Participating financial

institution ¥

For cosipaiies with shareholders 41-210 FOREIGN EXCHANGE TRANSACTIONS

equity less than RM20m: t'- principle

— 80% by the Government j g i o' 5k

= 200/3 b§ the participating the local currency in Malaysna is the ringgit (RM). This is the only currency used
EnariSal institutions alaysian tax return filing; no other functional currency is allowed.

For companies with shareholders here are no provisions in the Income Tax Act or any established practice of the
equity of RM20m or more: thorities in relation to exchange gains and losses. Foreign currency gains and

- 50% by the Government
— 50% by the participating
financial institutions

‘are generally treated as assessable income or allowable deductions on a
ition basis, but only to the extent such gains or losses are attributable to a
Ition in a currency exchange rate, or to an agreed exchange rate differing from

Guarantee fee

0.5% pa on the approved limit

0.5% pa lal exchange rate.

Loan tenure

Up to 5 years

Up to 10 years apital assets and transactions

Application Application is open from 16 Application is open from 16 taxpayer purchases a fixed asset from overseas, any exchange gain or loss
dates March 2009 to 31 December March 2009 to 31 December efore payment of the purchase price is added to, or deducted from, the cost of
2010 or upon approval of 2010 or upon approval of asset for capital all . Sl
financing up to RM5b, financing up to RM5b, i p owances purposes.
whichever is earlier whichever is earlier Xchange losses or gains arising from a capital transaction (eg from the
Ient of a foreign currency loan or from investments in stocks and shares) are
t I nature and are neither deductible for tax purposes, nor taxable.
MYS 91-200 MYS q1-210
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(d) Combating money laundering | red enterprises in the EU (known as the EU TPD) are also accepted by the
aauthoﬁties. Further, documentation requirements may differ according to the

To prevent money laundering, certai nies an ' ;
p y 2, ain companies and branches myg ¢ facts and circumstances of each case.

; ; S5 : t rene
unusual financial transactions to the Dutch Ministry of Justice. These COmreR
include traders in valuable goods, financial services providers and professiong] o

A e o : Seryi, ~ reporting
providers (accountants, lawyers, tax advisers, civil law notaries and real estate I _rep

agente ‘1 accordance with the revised OECD guidelines, the Netherlands requires
n i ational groups with an aggregated turnover of more than €750 million to
i i R and file Fogntry-by—country (CbC) reports detailing their cross-border

h ctions. Submission of CbC reports is due one year following the close of the
St tax year (the group’s reporting period for the purposes of consolidated
ncial statements, rather than the individual group companies’ tax or accounting

There are a number of indicators to determine whether a transaction ig
Some of the indicators include the payment of amounts exceeding €15,000
assumption that a transaction is related to the financing of terrorist activities,

NLD 91-220 INTERCOMPANY PRICING

(@) Arm’s length pricing ods).

It is a basic principle of Dutch tax law that related companies and brapgp Double tax . , .
should conduct their business as if they were independent. Intercompany pricing . Jf adjustments are made for Dutch tax purposes, corresponding adjustments in the

be at arm’s length as defined by OECD Transfer Pricing Guidelines. ! salculations of the foreign entity may be necessary to prevent double taxation. In
e recently negotiated tax treaties, such as the United Kingdom/Netherlands treaty,

oeedure is iaid down to ensure that the corresponding adjustment is granted. In
e treatiec these situations may be resolved only under the mutual agreement
ure. Neither tax authority should be expected to allow a corresponding
anuif there is no applicable treaty.

ar

n\.-‘-mce pricing agreements (APAs)

Parties are deemed to be related if an entity directly or indirectly participates jp

@ the supervision of another entity

A

@ the control of another entity, or

® the share capital of another entity.
‘Taxpayers may enter into unilateral, bilateral or multilateral advance pricing
ements (APAs) in the Netherlands. These are rulings on transfer pricing of cross-
r transactions of goods and services. The policy of issuing APAs ensures that
oh transfer pricing rulings comply with the OECD transfer pricing guidelines.

Parties are also deemed to be related if a third entity directly or indirecf)
participates in the supervision, control, or share capital of both parties to a transactig

(b) Examination by authorities

'Unilateral APA requests must be submitted to the International Tax Security
tment Team (Behandelteam Internationale Fiscale Zekerheid (IFZ)), and requests
bilateral or multilateral APAs must be made to the International Affairs and
sumption Taxes Department of the Ministry of Finance (Directie Internationale
en en Verbruiksbelastingen van het Ministerie van Financien (IZV)). The request
t meet extensive documentation requiremnents. APAs are generally valid for a
d of 5 years but can be extended to 10 yearts in certain circumstances.

) 91-230 MIGRATION OF COMPANIES
.' onsent

The fiscal authorities closely examine intercompany or intra-group transaction
and adjustments may be made to arm’s length prices for tax purposes.

(c) Adjustment to arm’s length pricing

Adjustment to arm’s length pricing applies to transactions of all types; tacludiny
the purchase and sale of inventory, the provision of services, and financiai facilities
such as the making of loans and the giving of guarantees. ’

(d) Determining arm’s length prices

There are no legal rules for determining arm’s length prices. All methods a
applied equally (comparable uncontrolled price, cost plus or any other method)
Taxpayers may obtain, on request, an advance pricing agreement (APA) on transfe
prices in cross-border transactions between related parties (see (h) below). "

‘A Dutch company may remove its residence from the Netherlands without the
r consent of the fiscal authorities.

(e) Special regulations or guidelines Incorporation distinction

distinction regarding the emigration of companies should be made between a
y incorporated under Dutch law and a foreign incorporated company.

npanies incorporated under Dutch law

Companies ipcorporated under Dutch law remain subject to Dutch corporate
Me tax on their worldwide income. An exemption from Dutch taxation may apply
i€ basis of Dutch unilateral provisions or an applicable tax treaty. A company

ct';'ated under Dutch law is obliged to file a corporate income tax return after
ration,

The Dutch Ministry of Finance has issued guidelines in accordance with
OECD guidelines. They are applicable to Duich subsidiaries or branches owned by 8
foreign company (or group of companies), with taxable profits in the Netherlands.

(f) Documentation requirements

The tax authorities may perform an audit on a taxable entity in the Netherlau‘:
Each company must keep documents and proof in its administration records regardin
transfer prices.

The specific type of documentation which is required is not further stipulated H
the Dutch legislation. However, the OECD guidelines are generally followed, 8
clarified by the Dutch State Secretary of Finance. Documents preparﬂd
multinationals under the Code of Conduct on transfer pricing documentation

Panies incorporated under a foreign law

_~Ompanies incorporated under a foreign law are not subject to Dutch tax after
sfation, except on Dutch sources of income.

£l
0l

NLD q1-220 NLD 9q1-230
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Costa Rica (in force 1 July 2012)
Dominica (in force 1 March 2012)
Gibraltar (in force 1 December 2011)
Grenada (in force 20 January 2012)
Guernsey (in force 11 April 2009)

gains tax rates

Sl’dgm's
o or other adjustment 1o

, ETHERLANDS @ INDIVIDUALS @ Residents and Non-residents 489
)

(NLD 93-010(b), NLD 93-020(b))

26.9% (on substantial shareholdings — box 2 income); up
to 49.5% (business gains taxed as box 1 income)

As for residents

Isle of Man (in force 24 July 2006) e tax rates
Jersey (in force 1 March 2008) dents

Liberia (in force 1 June 2012)

(NLD 9]3-090(a))

Progressive rates up to 20%, 36% or 40% (depending on
the relationship of the heir to the deceased)

As for residents

._ sideﬂfs
Liechtenstein (in force 1 December 2010) rates
Marshall Islands (in force 8 November 2011) 'n'rs

Monaco (in force 1 December 2010) Breris
-res! (4

(NLD 93-090(a))
Progressive rates up to 20%, 36% or 40% (depending on
the relationship of the donee to the doner)

As for residents

Montserrat (in force 1 December 2011) ; h/asset tax rates
Saint Kitts and Nevis (in force 29 November 2010) ‘ -

(NLD 93-090(c))
None
None

Saint Lucia (in force 31 March 2011) .residents.
Saint Vincent and the Grenadines (in force 31 March 2011) 2 rules appiicable?

Yes (NLD §3-010(c))

Samoa (in force 2 March 2012) QRREX Wreatics
San Marino (in force 1 January 2011)
Seychelles (in force 1 September 2012)

(NLD 93-050)
Over 90 countries
OECD

None

Turks and Caicos Islands (in force 1 May 2011)
Uruguay (in force 1 June 2016). !

The Netherlands has signed memorandums of understanding regarding the
exchange of tax information with Denmark, Lithuania, Slovenia and Ukraine.

INDIVIDUALS @ Residents and Non-residerts

NLD 93-001 SNAPSHOT

The following table provides a summary of the major features of the taxation system
of the Netherlands as they affect transferring executives and business migrants.

idents

) 73-010 LIABILITY TO TAX
‘Dutch taxation of income

idents of the Netherlands are subject to Dutch personal income tax
comstenbelasting) on their worldwide income at progressive rates, while in certain
umstances decreased proportional rates apply.

re are 3 types of tax for the various sources of income. These various sources of
ome have been organised into 3 ‘‘boxes’”:

® box 1: taxable income from work and home

'@ box 2: taxable income from substantial interests (see (b) below for the

Liability to tax
Residents
Non-residents

(NLD 93-010)
Worldwide income
Certain Dutch source income

~ definition of a substantial interest), and

. ® box 3: taxable income from savings and investments.
h type of income falls into one box. Each box is separately and individually taxed

Tax year
Individuals
Variations?

(NLD 93-030)
1 January-31 December
None allowed

Maximum marginal income tax
rates

Residents

Non-residents

(NLD 93-020)

Box 1: up to 49.5% > €68,507
Box 2: flat 26.9%
Box 3: up to 1.7639% > €950,000

As for residents

NLD §3-001

ar as possible. Each box has its own tax rate and taxpayers cannot offset negative
me in one box against positive income in another box.

i
| tax rate for box | is on a rising scale up to a maximum of 49.5% (see
D §3-020(a)). The types of income falling within this box are:

. ® wages, pension payments, social security benefits, and benefits associated
Wwith a company car

® profits from a business (non-incorporated enterprise)
- ® earnings from other work

NLD §3-010
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NLD 93-070 FAMILY TAX RELIEF
(a) Availability of family tax filing in the Netherlands
Residents

Under the Dutch tax system, every individual is required to file a separate tgy +
and to be separately assessed to tax. Married persons are taxed separatefy
income from personal labour. However, all other income and deductions are \ on.
to spouses in the proportion that they choose in the annual tax return. e

Income (other than income from personal labour) of children under the age of

taxed in the hands of the parent who exercises parental control. If both oo
exercise parental control, the income of the children is split equally between the "f

Spouses living permanently apart are taxed separately on all income. The jpgan
any children is taxed in the hands of the parent who maintains the children, "

Non-residents

Expatriates who are not considered to be resident in the Netherlands file a non-re:
income tax return. The allocation set out above does not apply to non-residents,

(b) Dutch tax deductions and rebates for dependants
Residents

The Netherlands has a complex system of relatively minor tax rebates and deduy
which among others benefit individuals who are supporting a dependent spouse,
or student, sick and disabled relatives and other relatives in the first and §
degree. ,

Expenses incurred in maintaining relatives are part of the so-called "f
deduction’’. The personal deduction is the sum of the various types of expens
are deductible from income in boxes 1, 2 and 3 — see NLD 93-010(a).
The following items are part of the personal deduction: )
(1) maintenance payments to a former spouse

(2) living expenses for children younger than 30 years maiaiained b
parents. The deductible quarterly amounts are fixed amounts, hased on
of the child and the degree of maintenance, and

(3) expenses incurred for weekend visits by handicapped children aged
or older to their parents. The deductible amounts are based on the nur
nursing days and the distance travelled between the nursing home a
parents’ home. '
Non-residents ‘
Non-resident taxpayers are not entitled to tax deductions and rebates for depends
(c) Other Dutch family related tax relief
Residents and non-residents :
There is no other family related tax relief in the Netherlands.

NLD 93-080 LOCAL TAXES
(a) State or province level taxation
Residents and non-residents

The Dutch provinces and municipal authorities do not have taxing rights Of
derived by individuals. Nevertheless, they have a restricted autonomy toles
relatively small taxes. L

NLD 93-070
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ong others are ‘entitled to levy certain taxes in connection with works
bhe water cconomies of the provinces. Provinces are also entitled to levy
Saxes and other taxes related to public services.

E municipal taxes

and non-residents

E operty tax is payable by owners of real estate. Immovable property tax is
X ers and owners of real estate when the real estate has a business function.
<tate iS resident_lal property, onjy‘the owners are liable for this tax. The user
tial property is not liable for immovable property tax. Exemptions are
or agricultural Iland, nature conservation areas and churches. The rates
'per mur]jcipahty.
< i

pcal taxes

-f‘ d non-residents

o other significant local taxes.

:' ESTATE, GIFT AND WEALTH TAXES
] eritance and gift tax

3 ds’ law on inheritance and gift tax is contained in the Succession Act
nded.

O
&
)
\QO
Q

X is llevied on the value of all property inherited from an individual who
their death was a resident of the Netherlands. Gift tax is levied on the

'

fis d;eceived from an individual who at the time of the gift was a resident
'.u .

rtners’’ includes:
e
ied individuals

arried partners who fulfil the following cumulative criteria:

f

ij:h partners have reached the majority age, and
',':?- partners pursue a ‘‘common household”’, which follows from:

lstermg at the same address in the basic personal administration
ISIEr or a comparable foreign register

ving a mutual care obligation agreed by a notarial deed
Ot being relatives in a direct line, and

Ot meeting the above conditions with any other person.

‘ C(I;Ift%nce, the common household has to exist for at least 6 months
R eath. For gifts, the common household has to exist for at least 2
H1€ time of the gift. For an inheritance or gift received by partners, the

p ted in BCCOI'dallC i i i
. . W 1 t p Bt cen the testator or

NLD §3-090
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Where the repurchase is not offered on a pro rata basis (ie to select sharehg]q,
the brightline test will be satisfied where the vendor shareholder has suffered at jope:

15% interest reduction. .
Where a distribution is between 10% and 15% of the market value of
company, the brightline test will be met if shareholders can prove gy .
Commissioner of Inland Revenue that the repurchase is not in lieu of the payment
dividends. In certain cases the Commissioner can invoke the *‘in lieu of divi
test’’, notwithstanding the satisfaction of the brightline tests. ¥
Certain debentures and redeemable preference shares are excluded from g
brightline requirements.

NZL 91-170 LIQUIDATION
(a) Distribution of amounts on winding up

Where a company is being wound up, any amount distributed with respect tg 4
share in the company on liquidation will not be a dividend for New Zealand g
purposes to the extent the amount distributed does not exceed: ‘

\ group company which is resident overseas can .
B s e
any for _Nevg Zea]anld tax purposes. In the case of a dual resident{:onf overseas
B which is a resident o'f both New Zealand and another count pany (ic a
jes), the company 1 required to carry forward losses and offset hly or other
. ofits to avoid “‘double dipping”’. et them against
Lansfer of trading stock

Any gransfer of trading stock between companies i
ed at he original cost paid by the first con?pa:g/s, in a wholly owned group may

L nsolidation regime

Wholly owned groups of companies may elect to i

i consolidate and

Ol'ﬂp?n); 133_1' ta)t‘ p&l'rposes. Tlaqsfgrs of dividends, interest, magsgter:re:;el? ? =~
ts, including trading stock within a consolidated group, will generall egs
ard ed for tax purposes. In order to consolidate there is a gﬂne;al - g y be
nies share the same income year for tax purposes qUirpmRm that

ll’L 'ed gloups are olﬂy IBC[IIII cd to I € one aI]]lual mcome taX return UIldEI
N (] T fax Illllllhel ! ere are no S])e(:la t X returns Ii)l cO (13‘6(
1 ,d g Oup a - h a nSO]l

they are trﬁ&tﬁd a5 a Single compa fi

1 h j pany and as such are re ui e a
) : q red to

. & tax return Eilld pay mcome tax asa SlIlglf‘? company. !

& e general requirements for a consolidated group are:

For the tax treatment of intercorporate dividends, see NZL §1-130. O Il group members are 100% commonly owned

(d) Overseas parent company ’ \QO
Non-resident withholding tax applies to all distributions made out of amoun~
excess of the capital subscribed on liquidation (see NZL §]1 -140(c)). N

NZL q1-180 COMPANY GROUPS

(a) Requirements
Under New Zealand tax law, two or more companies may be <reated as a gro 'ig-‘.
companies where at any time the aggregate of the common veling taterests is at lef

66%.

@ the subscribed capital, and
@ the capital gains (generally only non-related party capital gains).
(b) Bonus shares
See NZL §1-150(b).
(c) New Zealand parent company

Il group members are New Zealand resi
B permiticd) residents (no cross-border consolidations

‘one member is a qualifying com
o pany, all members i
ompany (see NZL 1-200(g) for the meaning of Qualifyin;n élt)s;[n;aen;) Angyiine

0 member can be a loss attributing qualifying company (see NZL 1-200(g))
0 group member is exempt from income tax, and

7;‘ companies have the same balance date (see NZL 1-016)

idation of a group company .

e NZL 91-170.

fa-group interest

Where ¢“‘market value circumstances’’ exist, the shareholders’ economic inté
in a company must be determined by reference to their voting interests and to
<emarket value interests’ in the company. Market value circumstances exist wher

company has: 4
@ issued debentures at a floating rate of interest dependent on that compal
profit or dividend payable ]

@ issued shares that have a dividend payment guaranteed by a third party, Of

terest paid or received withi {
2 ; in a group is deducti ;
Ively, except in a consolidated gr%up.p HoblBia gied 26 Eross e

rest on funds borrowed to purchase shares

erest paid
: paid on funds borrowed to purchase shares in a company that is, or

dentially  becomes,

® certain options to acquire shares in that company. '
~110(a)). a member of the same group is deductible (see

(b) Set off i

Where the shareholders in a group of companies have at least &
commonality, losses of a group company, including losses carried forward, may
cither set off against the net income of another company in the group by electiof
utilised by means of a subvention payment of profits from the profit company ™
loss company. The commonality of shareholding must be met at all times HOE
beginning of the year of loss to the end of the year of offset.

@-group dividends

fidends may be pai :

g paid and received betw m

B income etween members of a wh

: "“'Om;an?e;n (tsheee C?\?Elf,:lful ggembers of the group which ﬁiyﬁxe‘zjeiﬁﬁﬁ
‘ : ] - . Divid i .

,_ _are subject to withholding tax ()see NZILC;]]?_S 14;:)21(13) fo an overseas holding

NZL 91-170
NZL 91-180
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Developments : 3) Royalties payable to non-residents are subject to the deduction of tax at

0, 2 .
From 1 October 2021, the 33% marginal tax rate for interest payments wi] - source at the rate of 15%, but this is reduced to 10% by some tax treaties.
increased to 39%. " This is 2 final tax for copyright and cultural royalties, but it is a minimum tax for

sther royalties and knowhow payments.

Dividends. A non-resident withholding tax at the rate of 30% is deducted
i ekl ‘ from dividends payable to non-residents. This is generally reduced to 15% if the
(2) Rents are not subject to any tax deductions at source. idend is fully imputed. If the dividend is not fully imputed, withholding tax

(3) Royalties are not subject to any tax deductions at source. l nay be reduced to 15% by a relevant double tax agreement — see NZL §3-060.

(4) Dividends which are not fully imputed (see NZL §3-060(b)(6)) are Subjegy
the deduction of tax at source at 33% on the unimputed part. The Company 4
rate is currently 28%. i

Resident withholding tax (RWT) needs to be deducted at the rate of 39 g
fully imputed dividends paid after 1 April 2008 using the imputation gy
Individuals who earn over NZ$70,000 (201011 income year) are requireq
pay the 5% shortfall on fully imputed dividends. Taxpayers earning NZ$70 g
pa or above must make up the 5 percentage point difference in the tax due 01-‘1 ¢
receipt of dividends. This is done at the end of the tax year when the retym
income is filed with the Inland Revenue. i

In this event the gross interest must still be declared on the individual’s s
In both cases a credit can be claimed for the tax deducted at source.

(5) P ension/superannuation contributions and payouts. The same rules apply
as for residents.

(6) Capital gains. No tax is deducted at source from capital gains.

3.040 SOURCE RULES
gonal exertion income
nts 216 non-residents

e of salaries, directors’ emoluments and profession i

While for income years commencing on or after 1 April 2011, the applica} Q:.:re the duties giving rise to the income are pI::rformed_ al fees is generally the
company tax rate was reduced from 30% to 28%, RWT on dividends is g
currently set at 33%. Unless a change in RWT is made, RWT will need to
deducted at a rate of 5% from fully imputed dividends paid where the divide \l‘
is imputed at a ratio of 28/72. Where companies have imputation credits eam 0

on tax paid at 30%, this may be as late as for dividends paid after 1 April 2013 \QO

(5) Pension/superannuation contributions and payouts. Payments receij
from an approved employee pension or superannuation fund, whether lun W
or pension, are tax free. From 1 April 2000, a withdrawal tax is imuosed
individuals who withdraw amounts from a superannuation fund, which are j
otherwise exempt from tax. !

(6) Capital gains. No tax is deducted at source in consequence of the disposal
an asset. '

Employment income. See the introduction above.

Business income. When trading profits are largely eamed through the
cng of contracts in which the place of performance is relatively unimportant
hen the place where the contracts are entered into will usually be regarded as
he source of the resultant income. Conversely, where the place of performance
f a contract is of major importance, the resultant income will generally be
reated as derived where the contract is performed. In practice, a range of factors
including the place of contract, the place of performance, residence of the
arties, place of payment, etc) may be weighed in determining the source of
ading income. The legislation specifically allows the Commissioner to
gtermine the extent to which a profit arising under an international contract
10uld be treated as New Zealand sourced.

Non-residents % P, — ; . ,
3) ersonal services income. Specific anti-avoidance rules apply to personal

Ivices income to prevent higher income earners (earning in excess of
1Z$70,000 for the 2021-22 income year) from diverting personal services

ncome to .other associated entities such as companies and trusts (thereby
apping their tax rate at 28% or 33%).

erest

Non-residents are required to quote an IRD number to avoid the deduction of tax
maximum marginal rates at source from employment and certain other gross incon
An IRD number need not be quoted by non-residents on income subject to M
resident withholding tax. However, to avoid the deduction of resident withholding’
from interest and dividend income, non-residents must advise payers of their it
resident status and country of residence.

The tax legislation contains a general provision enabling the Commissioner of Il NS and non-residents
Revenue to require any person having the control of funds belonging to a non-resi¢
to pay any tax due by the non-resident out of those funds. It is, therefore, com
practice for residents to seek the Commissioner’s guidance before the remittance

income to non-resident parties.

(1) Interest is subject to withholding tax at the rate of 15% but this is normd
reduced to 10% by tax treaty. Also, certain interest payments :r_aade ff
1 August 1991 to approved non-resident lenders are not subject to withhol@
tax.

(2) Rents are not subject to any tax deductions at source.

IS deemed to be derived from New Zealand if the money is lent in New

I Income from money lent outside of New Zealand has a New Zealand source
Ien it 1s lent to:

) @ New Zealand resident, unless the loan is used for purposes of business

A ed on by the New Zealand resident through a fixed establishment outside
€W Zealand, or

-"‘:' non-New Zealand resident for use in respect of a business carried on by the
‘ Tesident through a fixed establishment in New Zealand.

HEL Tt NZL 93-040
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Capital allowances

Allowable exploration expenditure (AEE) is amortised over the life o
resource project. The deduction is calculated by dividing the unamortised by, )
the lesser of the remaining life of the project or 4. The amount of the dedy, g
limited to the amount of income remaining after taking all other deductions Othtl
deductions for allowable capital expenditure (ACE) (see below). In other WO:r
deduction cannot create a tax loss. ¢

ACE is amortised over the life of the resource project. The ACE is gpljt i
categories: capital expenditure with an estimated effective life of more than 1 X
(long-life ACE) and capital expenditure with an estimated effective life of legg fpa
years (short-life ACE).

The annual deduction for long-life ACE is claimed on a straight-line bagjg
10 years. Where the remaining life of the project is less than 10 years, the g
which the deduction is allowed is calculated by reference to the remaining life u
project. For short-life ACE, the annual deduction is calculated by dividiy

S

: Of expendfture

4 an interests arc transferred from one taxpayer to another, the vendor and
0 an agree 10 transfer deduction entitlements for the unamortised balances of
e exploration expenditure (AEE) and allowable capital expenditure (ACE) to
'sel'-

. New Guinea provides for a tax holiday of up to 11 years for i

» : . new busi

ken in certain presctibed remote rural areas. ; .

_1a New Guinea has granted a 10 year tax holiday to the Ramu Nickel Project.

fore 2015, taxpayers who exported certain qualifying goods that they
ctured in Papua New Qumea were entitled to an income tax exemption of
f export sales made prior to the last day of the third year following the date
ales were first made. For the following 3 years, the excess of export sales over
 export sales of the previous 3 years was exempt. There was no tax deduction
s for expenses incurred in deriving this exempt income (ie it was the profits
port s'es that were exempt). This exemption has been repealed, but will
2 auply to goods that qualified for the exemption prior to 1 January,2015.

‘;onmental protection and clean up costs
& p provisions operate to provide specific deductions for environmental
The order of deduction of ACE is long-life ACE first and, if fully utilise

on and clean-up costs.
deduction for short-life ACE may then be claimed. Where there is insufficient i \QO
to use the deduction, the excess is deemed to be ACE incurred in the next yu\gy
income. 3

unamortised balance by the lesser of the remaining life of the project or 4, Fy;
mining projects, the deductions for both long-life ACE and short-life ACE
calculated by dividing the unamortised balance by the lesser of the remaining it
the project or 4. 1

The amount of the deduction for ACE is limited to the amount of i
remaining after taking all other deductions. In other words the deduction cannot g
a tax loss. '
ductions are available for expenses incurred for the purpose of environmental
)n activities, and for the costs associated with preparing an environmental
tudy. These costs are deductible over the anticipated life of the project, or 10

Off licence exploration expenditure 210 FOREIGN EXCHANGE TRANSACTIONS
One major relaxation of the ring fencing principle applies to\taxpayers tha ing
involved in a producing project, where the taxpayer, or a related party, in .
exploration expenditures outside the area of the productive projécy, In this situatior cﬁ?;niutr::gicnygngrgs;)aui _NCW(Guillllea is t}ée kéna (K). Foreign exchange gains
ctions (such as trade debts, funds utilised for tradin
: g

taxpayer can elect to add such exploration expenditure to &1 axploration pool W B Hedei
can be amortised against income from the producing project, d and hedging arrangements in connection with trading t i
g ductible when realised. R e e

The amount allowable as a deduction from this exploration pool in respet

resource operations carried on by the taxpayer or a related corporation is the lesser fal transactions

Bign currency losses and gains on capital account are ta ible i

( : xable/deductible if
a fﬁn]}q business-related foreign currency debts incurred or borrowings madle
; L ovember 1986, provided they are realised. Exchange gains and losses
i€ items are also taxable/deductible when realised.

lange controls

® 25% of the total undeducted balance of expenditures in the exploration pool,

@ such amount as reduces the income tax (other than additional profits tax =
PNG 91-190(j)) which would, but for this deduction, be payable by the tax
and its related corporations in respect of those resource operations for thak

of income, by 10%, or by 25% for mining projects. b
. government of Papua New Guinea imposes limited exchange controls

liberalisation measures over the past several years (see PNG 92-010).

220 INTERCOMPANY PRICING

ough i

viS}i’gEUadNew Guinea is not a member of the OECD, its tax legislation
fprofit tls1 ealing with international agreements designed to prevent the
o t?lesgough international transfer pricing or profit shifting arrangements.
8 if 1+ provisions enable the IRC to assess tax on a Papua New Guinea

Management fees

Once an entity derives assessable income from a resource project, its dedd
for management fees is restricted to 2% of operating expenses other than manégs
fees. During the exploration phase of a project, the amount of management €€
can be treated as allowable exploration expenditure is limited to 2% of expld
expenditure other than management fees. Furthermore, during the development P
the amount of management fees that can be treated as allowable capital expen®

limited to 2% of allowable capital expenditure other than management fees. the relevant transactions had taken place at arm’s length pri
ngth prices.

PNG §1-200
PNG 91-220
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Returns made in respect of income received from employment and/op s
must be submitted between 15 March and 15 April. Returns made in1-
other categories of income (including self-employment income Teg,
income, rental income and interest income) must be submitted betw:eemv
and 16 May. n 1,

Furthermore, the taxpayer has the obligation to report and file ap additign idents
On

return within 30 days from the occurrence of an event that alters 5 reaiy * and t
declaration. Previg tection of Portuguese tax from the self-employed

idents _ _ ]
'f‘ here 2 relevant tax treaty provides otherwise, non-residents are subject to
g tax at source on payments of salary and wages in the same way as

must designate a tax agent in Portugal to represent them with the tax
o make sure that all of their tax obligations are met.

Penalties apply for late lodgment and incorrect returns. nts
i ‘ ed individual has the responsibility to make 3 payments of the tax owed
| e L & ]:l];)y 20 July, 20 September and 20 December.

(4) Assessment of tax — see (2) above. 14
gidents

(5) Payments and refunds. Income tax must be paid in the year subgggy  rules apply to non-residents.

the year to which the income relates (see (2) above). When the tax dugl
paid within the appropriate period, interest is charged on the amount of tay
Such interest is calculated on the basis of an annual interest rate indexeq
Euro Interbank Offered Rate (Euribor) 12-month average of the previgyg
plus a differential of 5 percentage points. '

ortuguese Source income and capital gains of self-employed non-residents
be transferrad abroad without proving that the tax due has been paid, or that
nt security £or its payment has been provided.

llect'or of Portuguese tax on property income

Refunds resulting from the difference in favour of the taxpayer betweg
actual tax due and what was paid, must be paid by the same date as tay ,
have had to be paid if any were due.

\\s ;;nd non-residents

X ﬁerived from immovable property must be reported on a taxpayer’s annual tax
' & through the Declaration of Income Model 3 (Declaragao de Rendimentos
3 \l~ ) 3) together with a special schedule attached to the tax return (Annex F —

PReSTo | P O
A TSI San ; \QQ ) Interest. The withholding tax rate on domestic interest payments is generally
Rua da Prata, n.° 10 1149-027 Lisbon, Portugal : Q
\ * L : : . ; ; ; ;
: 2) Rent. Rental income is not subject to withholding tax, and is assessable with
Tel: +351 21 881 26 00 ther income as declared in the annual tax return and such income must be
Fax: +351 21 881 29 38 norted in the above-mentioned Annex F.

’Rayalties. Royalties are subject to withholding tax at source at a rate of 25%
or payments made to non-residents and 16.5% for payments made to residents.

4) Dividends. Withholding tax applies at a rate of 28%,

5) Pension/superannuation contributions and payouts. Pensions and payments
rom superannuation funds are subject to tax withheld at source at the same
b rogressive rates applicable to employment income — see PRT 93-020(a).

) 6) Capital gains. No tax is deducted at source on the disposal of assets. Taxable
apital gains must be declared in the annual tax return and must be reported in a
pecial schedule attached to the tax return (Annex G — Anexo G).

040 SOURCE RULES
r onal services income

(6) Revenue authority contact details

www.portaldasfinancas.gov.pt
Non-residents

Non-residents are subject to the same requirements concerning the filing of tax ret
as residents.

(b) Collection of Portuguese tax from employees
Residents

(1) Scope of salary tax. Employers are required to withhold tax at source 0
remuneration in cash and in kind paid to employees. I

(2) Collection system. Tax is withheld by the employer and paid over to th
authorities by the 20th day of each month following that in which it
deducted. The rate is determined on the basis of annual gross salary. Coré
of any withholding error must be made in the next period immediately follo
the discovery; however, such corrections cannot be made later than the
- monthly withholding period of the year.

(3) Determination of final liability. By the end of February, employets
have withheld tax must send to the tax authority a statement indicatifig
income paid and tax withheld, compulsory deductions of health and §
security contributions, as well as any union dues collected. '

its and non-residents

lirce of income for both dependent personal services (ie salaries, pensions) and
ident personal services (ie professional fees) is the place where the activity is

Employment income — see the general comments above.

* Business income. Business income that originates from an activity
eriormed through a Portuguese permanent establishment is considered to be
Ourced in Portugal.

PRT 93-030 PRT 93-040
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Tax year and payment System .........cccceeeevevnnriesnireenennn

Source rules

Unilateral and treaty tax-credits im0
Main deductions and reliefs ..........cccccovvvvrmvreceicnric
Family tax relief ..o
Local taxes ..

Pension and superannuation considerations ...............c...........

Health and social S8CUNITY o s SGP 3.
Salary packaging ......ccccooveeeuiieeeiriecee e SGP '-
Typical resident individual tax computation .........ccocveevvrnni SGP 3.

OR
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160,000-200,000  S$13,950 + 18% on excess over
S$160,000

200,000-240,000  S$21,150 + 19% on excess over
S$200,000

240,000-280,000  $$28,750 + 19.5% on excess over
S$240,000

280,000-320,000  S$36,550 + 20% on excess over
$$280,000

Over 320,000 S$44.550 + 22% on excess over
$$320,000

Non-resident individuals: 22% flat rate; employment income at
the higher of 15% or the resident rate. (SGP §1-020(c))

GST at a rate of 7% is levied on most goods and services.
(SGP 1-185)

] gains tax

No capital gains tax as such, but capital gains may be construed
ot deemed to be income in nature and subject to income tax if
derived from activities of a trade or business carried on in
Singapore. (SGP q1-060)

Trading losses may be offset against all income received in the

Typical non-resident individual tax computation ................... SGP 3.1 y same accounting period or carried forward indefinitely and
offset against future trading profits, subject to the satisfaction
L of a substantial shareholding test. Losses up to S$100,000
COMPANI ES e General tax SYStem OUthne 3 incurred in a current year may be carried back one year.
SGP 91-001 SNAPSHOT " (SGP 11-080)
‘petwork More than 80 treaties in effect (SGP §2-090)

Tax authority Inland Revenue Authority of Singapore c;“gtt‘)“‘ })itvide;nds 11\1511/

WWW.1ras.gov.sg idents n eres. o
Tax year 1 January-31 December J Royalties 10%

Accounting period ending other than 31 Decembver is
acceptable. Profits arising in an accountifig period ending otk
than 31 December are not apportioned. (SGP §1-016) i

tiun

2021 income tax
rates

Corporate tax rate: 17% (SGP 91-020(a))

The losses and unutilised capital allowances of one company
may be utilised for tax purposes by another company in the
same group. For group relief purposes, a group refers to a
Singapore incorporated parent and all its Singapore
incorporated subsidiaries. (SGP 91-180)

uies

None

Resident individuals (SGP 91-020(b)): - .
Taxable income  Tax 3 on

None

Singapore dollar — S$

None

(S5) 3
0-20,000 Nil -
20,000-30,000 2% on excess over $$20,000
30,000-40,000 $$200 + 3.5% on excess over S$30,000
40,000-80,000 8$550 + 7% on excess over $$40,000
80,000-120,000  $$3,350 + 11.5% on excess over Verview

$$80,000 ‘
120,000-160,000  S$7,950 + 15% on excess over
$$120,000

=010 FORMS OF DOING BUSINESS IN SINGAPORE

ess in Singapore may be conducted through a range of business entities.
l01ce of business entity has ongoing implications for the tax treatment of income
b_y_ the entity, the costs of compliance with regulatory requirements, and the
Unities to expand, restructure, sell the business or sell the entity.

SGP 91-001

SGP 91-010
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Exempt supplies mainly relate to financial services and transactiong
interest income from bank deposits. In addition, partially exempt GST trg
only make certain prescribed exempt supplies (such as assigning of recejyy
purchasing of bonds) are allowed to claim all input tax even if they have faileg
minimis rule.

The following expenses are disallowed as input tax claims:

® club subscription fees (including transfer fees) charged by Sportjy
recreational clubs

® medical expenses, medical and accident insurance premiums ingy
employees

® benefits provided to the family members or relatives of employees

® costs and running expenses of a motor car (except for Q-plated cars |
certificate of entitlement issued before 1 April 1998), and ‘

® any transaction involving betting, sweepstakes, lotteries, fruit machineg 01;_
of chance.

Approved contract manufacturer and trader scheme

The approved contract manufacturer and trader scheme gives certain bu
that have contracts with non-GST registered overseas customers the right to:

® recover GST on the purchase of local goods used in providing services ¢
customers, and

® disregard GST in respect of the sale of goods and services to such customey
Approved businesses for this scheme are:
® contract manufacturers in the semi-conductor printing industries, and

® qualifying contractors in the biomedical industry.
(h) GST refunds

;
The Comptroller of GST normally makes any refunds dus to GST-re

persons within 30 days from the date of receipt of the GSTeuirn. GST refunds

made via electronic bank transfer, cheque, bank draft or telegiaphic transfer,

(i) Records and invoices I

Accounting records pertaining to accounting periods ending before 1 J
2007 must be kept for 7 years. Accounting records pertaining to prescribed acc
periods ending on or after 1 January 2007 are required to be kept for 5 years.

Records can be kept in electronic form as long as the guidelines set in the
e-Tax Guide — Record Keeping Guide for GST-Registered Businesses are foll

A tax invoice must be issued when the customer is a GST-registered pe
that the customer can use it as a supporting document to claim input tax
standard-rated purchases. In general, a tax invoice must be issued within 30
the time of supply. A tax invoice need not be issued for zero-rated, exe
deemed supplies or to non-GST-registered customers.

The tax invoice must show the following:
® the words ‘‘tax invoice’’ in a prominent place

® an identifying number

SGP 91-185

s"
Q

date
stom
e tyP

descri
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of issue of the invoice
¢, address and GST registration number of business
er’'s name (or trading name) and address
¢ of supply, eg ctedit sale, hire-purchase, loan, etc
ption of the goods or services supplied
each description, the quantity of goods or the extent of services and the
ount payable (excluding tax)
y cash discount offered

o total amount payable excluding tax, the rate of GST and the total tax
geable shown separately

o total amount payable; including tax, and

e breakdo@Wn, of exempt, zero-rated or other supply, stating separately the gross
ount pavable in respect of each, if applicable.

* e amount payable stated in the tax invoice, including tax, is S$1,000 or less, a

2.4 1ax invoice which contains only the following particulars can be issued:
e, address and GST registration number of business
date of issue of the invoice
description of the goods or services supplied
. total amount payable including tax, and

words ‘‘price payable includes GST”’.
mplified tax invoices cannot be used for zero-rated or exempt supplies.

T-registered traders are not required to seek approval from IRAS to issue
ic tax invoices.
hen sales are invoiced in a foreign currency, the GST amount, the amount
and the total of these 2 items as reflected in the tax invoice must be converted
apore dollars. Generally, the invoice should be in English.
ferring GST
nder the Import GST Deferment Scheme (IGDS), GST-registered businesses
e an application to the Comptroller of GST to defer import GST payable on
ods at the point of entry into Singapore. The purpose of this scheme is to
the cash flow issues for GST-registered businesses arising from the time
een the payment and claiming of import GST. Under the IGDS, the import
deferred for at least one month and declared as a payable amount in the
onding GST return. Approval under the IGDS will be accorded to GST-
red businesses that meet all qualifying conditions including:

0od compliance records with the IRAS and Singapore Customs
ST registration for at least 3 years, and

i

ibscription to monthly GST filing.

sides the IGDS, there are other schemes such as the Major Exporter Scheme
€ase the cash flow effect of the time lapse between the payment and claiming
GST.

SGP 91-185
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Under this category, a 10% concessionary tax rate on increment Reion of qualifying services to overseas subsidiaries and related companies

al qug|

income derived from the provision of qualifying supporting shippi Ha ;
apply for 5 years ’ A ST Sppert S Eis Servigy in foreign exchange and offshore investments
G Ing
Qualifying supporting shipping services include: ] ' bed treasury, investment or financial activities
1 L)

@ ship management, ship agency and shipping freight/logistic serviceg ncome derived from loans raised from financial institutions in

poct 1

covered by the ASL scheme) (prg pore and extended to group companies, and
® ship broking and FFA trading (previously covered by the FFA trading i, .ty income from related companies in respect of research and development

and i carried out in Singapore.

1 derived by approved OHQs which perform at least one substantive global
:.:. gingapore may be exempted from tax on application to the Economic
¢ ont Board. If the OHQ has the global responsibility for the provision of a
service (g personnel and financial management) to its network companies
e such a service can be considered as a substantive global function.

® corporate services provided to qualifying related parties involved iy shi
related activities. ;

Not-for-profit organisations

As part of the Government’s effort to develop Singapore as a philanthrop
approved not-for-profit organisations (NPOs) are eligible for a tax exemptigp ¢
the period from 15 February 2007 to 31 March 2022. The approval will be for 54
not exceeding 10 years and may be extended on expiry for a further Periog
exceeding 10 years at any one time. NPOs eligible for the tax incentive may i
those that use Singapore as a base to carry out regional and global activities, ag
those that promote the economic development of Singapore. '

incentive period is up to 10 years and is subject to review at the end of

jade! piogram (GTP)

Lapies engaging in international trading of derivatives on the GTP list of

“erivatives can qualify for 5% or 10% concessionary tax treatment on
4 g profits. Companies approved under the program on or before 31 December

Developments r R l receive the benefits up to 5 years subsequently. Qualifying companies are

The Singapore Government has proposed extending the tax exemption for Np|

to 31 December 2027. i OO
:

uct substantial offshore trading activities on a principal basis

International arbitration (expired) ur a significant amount of directly attributable local business spending, and

Until 30 June 2017, approved law practices could apply for a 50% tax e.em
on qualifying incremental income from the provision of any profession:l work
legal nature provided by lawyers of the practice for a client who\was'a party §
international arbitration that was held in Singapore (or would. have been he
Singapore had it not been settled).

ploy a commensurate number of experienced trading professionals in
pOl'e.

7‘ ed fund manager incentive
8 d managers approved by the Minister for Finance, or by a person appointed
linister, are eligible to be taxed at the concessionary rate of 10% on fees and
jons derived from managing the funds of a foreign investor for the purpose of
lesignated investments and from providing investment advisory services in
to such investments. The approved fund manager scheme was subsumed
e financial sector incentive fund management scheme with effect from |
2004, or until 31 December 2008, whichever is the later, until the end of the
r which the Minister had approved the company.

Any law practice could apply to the Minister for Finance for approval ¢
approved law practice if it intended to provide legal services in connection with:

® any international arbitration hearing held in Singapore from 1 July 200
30 June 2017, or

® any international arbitration which would have been heard in Singapore, ha
not been settled, from 1 July 2012 to 30 June 2017. -

Operational headquarters (OHQ) incentive (expired)

An OHQ is an entity incorporated or registered in Singapore for the purpose
providing management, technical or other supporting services to subsidiaries, rel
and/or associated companies (or their branches) in other countries. The OHQ SHS
be the regional control centre with all-round regional management centralisation
control from Singapore. An OHQ can be involved in manufacturing, assembly or@
service activities in addition to providing headquarters support for the Tegk
network.

al sector incentive (FSI)

 financial sector incentive (FSI) is an umbrella scheme providing
onary rates of tax to various types of financial institutions such as banks, fund
s and securities companies. Qualifying income of approved FSI companies is
a concessionary tax rate of 5%, 10% or 12% (see below).

example, where the FSI company is a bank licensed under the Banking Act
?) or a merchant bank approved under s 28 of the Monetary Authority of
€ Act (Cap 186), income derived from, inter-alia, the following activities, is

o ) . 4 concessionary rate of 12% under the FSI-Standard Tier award:
On application to the Economic Development Board, a concessionary ax Ié

10% applied to income derived before 1 October 2015 by an approved OHQ from
following activities:

ting loans, other than by way of bonds or debentures, in any foreign
ency, the repayment of which is not in Singapore currency

SGP q1-200 SGP 91-200



