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       New Russian CFC And Residency Law 
 by Marina Belyakova, Director, and Svetlana 
Yakushina, Tax Senior, International Tax Services, 
EY Moscow 

 Publication Of A New Draft Of Legislation 
Concerning Corporate Tax Residence, 
Treaty Relief, Controlled Foreign Companies 
And Other Measures Relevant To Russian 
Inbound And Outbound Investment 

 On March 18, 2014, the Russian Ministry  of 
Finance ("Minfin") published a draft law ("the 
Draft Law") introducing  three concepts new to 
Russian tax law: tax residency for legal entities,  
controlled foreign companies ("CFCs"), and 
expanding Russia's taxing  rights in connection 
with profit from indirect sales of Russian real  
estate. The Draft Law has been widely discussed 
in the Russian business  community, and Min-
fin responded on May 27, 2014 by publishing a 
revised  version differing from the original in a 
number of key respects. In  addition to refining 
the CFC and tax residency proposals, the Draft  
has been revised to limit the availability of tax 
benefits based on  international tax treaties and 
broaden the application of Russia's  thin capital-
ization rules. 

 What follows is a review of the main  provisions of 
the new draft and key diff erences from previous 
versions.  Th e Draft Law is still under discussion 
and will likely undergo further  revision. 

 1. Th e Concepts Of Th e "Actual Right To 
Receive Income" And "Actual Recipient 
(Benefi cial Owner) Of Income" Introduced 
To Limit Th e Availability Of Treaty Benefi ts 

 One of the key innovations in the  new Draft Law 
is that the concepts of "actual recipient (benefi cial  
owner) of income" and the "actual right to income" 
are to be added  to the Tax Code. 

 For purposes of applying Russian tax  treaties, the 
actual recipient (benefi cial owner) of income is de-
fi ned  as a person that, directly or via direct and/
or indirect participation  in other organizations or 
otherwise, simultaneously enjoys the right  to own, 
use or dispose of such income or a person in whose 
interests  another person is authorized to use and/or 
dispose of such income. 

 Tax benefi ts (reduced rates, tax exemptions)  under 
tax treaties are not to apply if a foreign entity claim-
ing such  benefi ts has limited authority to dispose of 
income, acts as an intermediary  without perform-
ing any other functions or assumes no tax risks, di-
rectly  or indirectly paying such income (in full or 
in part) to another entity  that would not have the 
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right to use such benefi ts if it received  such income 
directly from a source in the Russian Federation. 

 In our opinion, this concept, as currently  formu-
lated, does not fully conform to the OECD's in-
ternational principles  and recommendations or to 
judicial practice. Moreover, the inclusion  of both 
positive and negative defi nitions may create ambi-
guities in  terms of the right to apply the concept, 
especially in situations  where the benefi cial owner 
of income is a company that is a Russian  tax res-
ident. Nor does the current version of the Draft 
Law clear  up the confusion between the concepts of 
"benefi cial owner" and "ultimate  benefi ciary." 

 Th e Draft Law states that, for the  purposes of a 
double tax treaty, a tax agent paying income to a 
foreign  company is entitled to request confi rmation 
that the recipient of  income has the actual right to 
receive such income. 

 A foreign company will be regarded  as having the 
actual right to receive income if it is the direct ben-
efi ciary  of such income,  i.e. , the entity that actu-
ally benefi ts  from the income and determines its 
subsequent economic fate. Under  the Draft Law, 
the functions performed by such a company, its au-
thority  and the risks assumed in connection with 
such income should also be  taken into account in 
establishing the actual right to income. 

 It is important to note that, if the  Draft Law is ad-
opted, this concept will likely be applied by the tax  
authorities even if the text of the relevant double 

tax treaty does  not directly stipulate that the recipi-
ent of income must be its actual  owner (as in the 
treaties with Cyprus and Luxembourg). We never-
theless  believe that the correlation between domes-
tic regulations on the actual  right to income and 
the provisions of tax treaties should, if possible,  be 
clarifi ed. It is not entirely clear how the concept of 
an "actual  right to receive income" correlates with 
that of "actual recipient  (benefi cial owner) of in-
come," to be added to Article 7 of the Tax  Code. 

 Th e Draft Law entitles a foreign company  to apply 
directly to the Russian tax authorities for a refund 
of overpaid  tax if a tax agent fails to apply the provi-
sions of a double tax treaty.  When submitting such 
a refund claim, a foreign company must submit  a 
tax residency certifi cate and verifi cation that it has 
the actual  right to receive such income. 

 In general, by introducing the concept  of the actual 
right to income for the purposes of double tax trea-
ties,  Minfi n is confi rming the position that it took 
in Letter No. 03-00-P3/16236  of April 9, 2014. In 
this letter, citing comments on the OECD Model  
Convention and "generally accepted principles of 
treaty application,"  Minfi n stated that the right to 
apply treaty provisions may be exercised  by tax resi-
dents of the treaty states only to the extent that they  
are the "actual recipients" of income paid, and not 
by intermediaries  that receive income in the inter-
ests of other entities. 

 It should be noted that, under the  Draft Law, tax 
agents do not have an unqualifi ed obligation to 
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request  verifi cation of the actual right to income. 
At the same time, tax  authorities performing tax 
audits can always challenge the use of  reduced rates 
of withholding tax under a double tax treaty. 

 2. Broadening Of Th e Defi nition Of 
"Controlled Debt" 

 Th e Draft Law would revise the defi nition  of "con-
trolled debt" for the purposes of the Russian thin 
capitalization  rules and do away with the current 
criterion of direct or indirect  ownership by a foreign 
company (over 20 percent of the authorized/share  
capital/fund of a Russian debtor company) and the 
criterion of affi  liation  with such a foreign company 
for determining whether debt is controlled. 

 Instead of these criteria, the Draft  Law would apply 
the criteria for interdependent entities in the sense  of 
Article 105.1 of the Tax Code. Th us debt would be 
regarded as controlled  if the Russian borrower and the 
foreign company referred to in the  rules are interdepen-
dent based on specifi ed criteria (25 percent direct  or 
indirect participation, 50 percent consecutive partici-
pation, a  single person acting as sole executive body for 
two companies,  etc. )  and also if the relations between 
companies are such that these relations  may infl uence 
the terms and/or results of the companies' transactions  
and/or the economic results of their operations. 

 Also, since the list of related persons  in Article 
105.1 is not exhaustive, such provisions mean in ef-
fect  that the courts will gain the right to treat a debt 
as controlled  if it is established that the Russian 
debtor company and a foreign  creditor company 

are related on grounds not directly stipulated in  the 
Tax Code. Such a practice has developed in connec-
tion with the  application of the defi nition of inter-
dependent persons in Article  20 of the Tax Code. 

 3. Determination Of Th e Tax Residency Of 
Foreign Legal Entities By Place Of Eff ective 
Management 

 Under the Draft Law, a foreign company  is a Rus-
sian tax resident if it is eff ectively managed in Russia. 

 Th e current version sets three key  criteria which, 
if met, are suffi  cient for a foreign company to be  
regarded as eff ectively managed in Russia: 

   Th e board of directors or another  executive body 
usually meets in Russia; 
   Eff ective management of the  company is usually 
exercised in Russia; 
   Th e chief (executive) offi  cers  perform their func-
tions in Russia. 

   Th e requirement that "at least one"  of the three cri-
teria be met has disappeared, but it is not clear  that 
all three criteria must be met simultaneously. 

 As before, the Draft Law does not  specify what is to 
be regarded as  eff ective management  of  an organiza-
tion. It would make sense for Russian taxpayers to 
begin  preparing now, including analyzing the po-
tential indications of "eff ective  management" and 
assessing the related risks. 

 If the criteria are met in relation  to a number of 
states, additional criteria for determining the place  
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of eff ective management of a foreign company are 
as follows: 

   Th e accounting or management  records are main-
tained in Russia; 
   Th e company's records are managed  in Russia; 
   Orders and other organizational  and adminis-
trative documents in relation to the company's 
operations  are issued in Russia; 
   Personnel hiring and management  takes place in 
Russia. 

   Note that, in international practice,  this list of resi-
dency criteria is not exhaustive, and it makes sense  
to rely on a broader range of practical factors in do-
ing an internal  risk analysis and developing internal 
policies. Such factors may include  the jurisdiction 
in which bank accounts are opened, the place where  
business negotiations are conducted, information 
from websites, internal  regulations on the alloca-
tion of authority,  etc . 

 Th e ability for a foreign company  to independently 
declare itself to be a Russian tax resident is retained  
under the Draft Law, with the clarifi cation that 
this applies only  to foreign companies that operate 
in Russia via an autonomous subdivision.  Such a 
company is not subject to CFC rules in this case. 

 Th is ability does not apply to companies  that are 
tax residents of low-tax jurisdictions (included in 
a Minfi n  list established in Article 284 of the Tax 
Code) or countries that  do not have double tax 
and/or information exchange treaties with Russia.  
Th is clarifi cation could have an adverse eff ect (at a 

minimum by limiting  the number of structural op-
tions) on certain holding and foundation  structures 
set up for any number of business and historical 
reasons  in off shore jurisdictions ( e.g. , the Cayman 
Islands,  Bermuda and the British Virgin Islands). 
Now would be a good time  to consider the pros 
and cons for moving (transferring their tax resi-
dency  and/or corporate domicile) to countries not 
included in the Minfi n  list. 

 Finally, the current version of the  Draft Law, like 
the previous one, does not directly deal with the  
tax implications of corporate tax residence for for-
eign companies  except in regard to profi ts tax, and 
does not introduce provisions  to regulate the tax 
accounting procedure for foreign companies treat-
ed  as Russian tax residents for the fi rst time. For 
foreign companies  treated as Russian tax residents, 
additional risks (costs) in connection  with other 
Russian taxes could arise. 

 4. Taxation Of Th e Indirect Sales Of Shares 
And Participating Interests In Companies, 
Over 50 Percent Of Whose Assets Are Real 
Estate Located In Russia 

 Th e new version of the Draft Law treats  this issue 
almost exactly as the March draft did: income from 
the  sale of shares and interests of foreign holding 
companies, over 50  percent of whose assets are real 
estate located in the Russian Federation,  will be 
taxable in Russia. 

 As before, the new version of the  draft law does not 
specify the mechanism for levying tax. 
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 We believe that, given the new concept  of Russian 
tax residency, the risks involved in a number of in-
ternational  transactions will increase even with the 
existing defi nition of a  tax agent. 

 5. Taxation With Respect To Participation 
In Controlled Foreign Companies 

 5.1. Th e Concept Of "Controlled Foreign Company" 

 Th e current version of the Draft Law,  like the one 
before it, defi nes a CFC generally as a company that: 

   Is not a Russian tax resident; 
   Is controlled by companies or  individuals that are 
Russian tax residents; 
   Has no shares listed or circulated  on a stock ex-
change. 

   Beyond this, however, the approach  to classifying 
foreign companies controlled by Russian residents 
as  CFCs has changed substantially. Th e current ver-
sion of the Draft Law  takes an approach that is eff ec-
tively the opposite of the old "black  list" approach 
by stipulating exclusions from the CFC rules. 

 Under the Draft Law, the key criteria  that compa-
nies must meet in order to be exempted from the 
rules are  as follows: 

   A foreign company's shares are  listed and/or cir-
culated on one or more stock exchanges. 1  
   A controlled entity's direct  and/or indirect par-
ticipation in a company whose shares are listed  
and circulated on a stock exchange is not taken 
into account in determining  such entity's indirect 
participation in a foreign company. 

   A foreign company is a non-profi t  organization or 
another kind of organization that, under a domes-
tic  law, 2  does not  distribute profi ts to shareholders 
(participants, founders) or other  persons. 
   A foreign company is a resident  of a member state 
of the Eurasian Economic Union ("EEU"). 3  
   A foreign company is a resident  of a country 
included in the list of countries that exchange 
information  with Russian state agencies and has 
an eff ective rate of income (profi ts)  tax, as deter-
mined in accordance with Russian CFC rules, 
that exceeds  75 percent of the Russian profi ts 
tax rate,  i.e. ,  15 percent (eff ective tax rate test). 4  

   At this stage, the "white list" includes  only EEU 
member states: Russia, Belarus, and Kazakhstan. 
Th e eff ective  tax rate test will be applied to foreign 
companies in countries that  are not tax havens and 
that have tax treaties with the Russian Federation. 

 It is interesting to note that the  eff ective rate will be cal-
culated on the aggregate income of CFCs  (both active 
and passive,  e.g. , dividends), but the  20 percent general 
rate of profi ts tax would not apply to all such  income 
in Russia. Th e new rules may thus seriously impair the 
tax  eff ectiveness of a number of common foreign hold-
ing structures that  make it possible for dividends and 
profi ts from the disposal of shares  (participations) to be 
exempt from foreign income tax. Th e new rules  may 
also make it advisable in some cases to eliminate for-
eign companies  from Russian-owned structures. 

 Th e Draft Law does not require the  eff ective tax 
rate to be calculated for CFCs that have no income.  

9



It remains, unclear, however, whether such CFCs 
will be excluded from  the profi ts tax base in Russia 
and whether their operations are likely  to be subject 
to Russian transfer pricing requirements. 

 Note that, despite common international  practice, 
the Draft Law still provides no CFC exceptions for 
companies  that carry on an active business, includ-
ing those involved in industrial  projects. Such in-
dustrial exceptions are found in the CFC laws of  
a number of countries, including Germany, Italy 
and South Africa,  and an "active business test" is 
applied in the vast majority of countries  with CFC 
rules. Such rules would be among the most positive 
additions  that could be made to the Draft Law. 

 As before, the new Draft Law's defi nition  of CFCs 
includes "foundations, partnerships and other 
forms of collective  investment" not involving the 
formation of a legal entity (though  now in any for-
eign jurisdiction, not just blacklisted countries).  In 
addition, the list now specifi cally includes trusts 
and "other  forms of fi duciary management." In 
our opinion, a number of issues  concerning the 
applicability of CFC rules to such structures re-
main  undecided. 

 Structures that do not meet CFC criteria  now in-
clude nonprofi t organizations that do not distrib-
ute profi ts  to participants/shareholders. On the one 
hand, it would seem that  private foundations can 
now be used, since they do not traditionally  distrib-
ute profi ts to participants/shareholders (largely due 
to the  absence of such profi ts). On the other hand, 

since trusts, which have  similar purposes and levels 
of transparency, are treated as CFCs,  it is not clear 
that lawmakers intend to allow foundations to be 
used  as personal structures. 

 Finally, it is worth noting that not  only foreign 
companies with listed shares, but also companies 
owned  via such listed companies are not treated as 
CFCs in the current version  of the Draft Law. 

 5.2. Control Criterion 

 Th e defi nition of "control" in the  new version of 
the Draft Law has not changed appreciably. Th e 
"control  criterion" for a Russian tax resident is the 
term used in the Draft  Law for the ability to exert a 
determining infl uence on decisions  aff ecting a con-
trolled company's distribution of profi t and, in the  
case of controlled companies that are not legal en-
tities, the ability  to infl uence the entity that man-
ages such a structure's assets as  regards decisions on 
profi t distribution. 

 By default, control is indicated by  a greater than 
10 percent direct or indirect interest in a company  
(jointly with a spouse and/or minor children as well 
as other persons).  Th e use of the term " inter alia " 
may indicate that  an entity with a less than 10 per-
cent interest in a foreign company  can also be re-
garded as exerting control. 

 Th e category of "other entities,"  used in the pre-
vious version of the Draft Law, has been replaced 
with  "related entities," as defi ned in Article 1051 
of the Tax Code. We  should note that the proposed 
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control threshold has been set at an  extremely low 
level in terms of international practice, where the  
general rule is that related entities or residents of a 
single country  should own a combined share  of at 
least 50 percent  in  a CFC (including the possibility 
of a lower threshold for certain  types of CFC). Such 
a threshold is the general practice in such countries  
as France, Germany, Italy, Spain, Japan, China, the 
US and others. 

 As in the previous version, if a Russian  entity ex-
erts control over a structure (foundation, trust,  etc. )  
rather than a company, what is meant is infl uence 
on the entity that  manages such a structure's assets, 
as regards decisions on the distribution  of profi t, 
without involving any share interest. In this situa-
tion,  what is important is the fact of infl uence on 
the manager's decisions. 

 Certain terms introduced by the Draft  Law – in-
cluding "control," "proper law," "infl uence," and 
"structure" –  are not adequately defi ned. Also, the 
situation in which a CFC has  shares belonging to 
several classes, characterized by diff erent sets  of cor-
porate rights, is not covered. Such terms may thus 
be given  loose and contradictory interpretations by 
the tax authorities, resulting  in additional risks for 
Russian taxpayers. 

 5.3. Entities To Which CFC Rules Apply 
(Controlled Entities) 

 Under the new Draft Law, as in the  previous ver-
sion, the CFC rules apply to legal entities and indi-
viduals  that are Russian tax residents. 

 5.4. Notifi cations 

 Th e new version of the Draft Law,  unlike the March 
draft, requires a Russian tax resident to submit  to 
the tax authority two types of notifi cation: 

   A notifi cation of foreign companies  in which the 
taxpayer's direct and/or indirect ownership ex-
ceeds 1  percent as well as structures in which the 
taxpayer has the actual  right to income (profi t). 
Th is notifi cation should indicate: (i) the  period 
of ownership, (ii) the company's name, (iii) regis-
tration number,  and (iv) the share interest in the 
company and the company's ownership  structure. 
   A notifi cation of participation  in a CFC which 
should, in addition to the information already 
listed  above in relation to foreign companies, 
indicate: (v) the last day  of the period for which 
the company's fi nancial statements are prepared,  
(vi) the date of the fi nancial statements, (vii) the 
date of the audit  report, (viii) the expected date 
of the shareholders' meeting that  is to decide on 
the payment of dividends, and (ix) the grounds 
for  regarding a Russian resident as the control-
ling entity. 

   A taxpayer's indirect participation  via direct or in-
direct participation in a company whose shares are  
listed and/or circulated on one or more stock ex-
changes (included  in a Central Bank list) is not to 
be included in its notifi cation  of participation in 
foreign companies. 

 Note that the 1 percent threshold  now applies to 
all countries and not just to countries in the former  
"blacklist." 
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 Th e Draft Law also requires that notifi cation  be 
given in cases where participation in foreign orga-
nizations is  terminated or an entity ceases to con-
trol a CFC. Such notifi cations  may be submitted in 
a form chosen by the taxpayer. 

 Inasmuch as reform is aimed at economic  transpar-
ency, such requirements will likely be enacted. We 
believe  that the collection and preliminary analysis 
of such information should  begin now. 

 5.5. Principles Of Calculating A CFC's Profi t 

 Th e Draft Law still requires that  a CFC's profi t be 
calculated in accordance with the rules of Chapter  
25 of the Tax Code, but the calculation procedure 
has been substantially  revised since March. 

 First, a " de minimis "  test has been introduced for 
including a CFC's profi t in a Russian  taxpayer's tax 
base. A CFC's profi t would be included in the tax 
base  if it exceeds RUB3m, when calculated as pre-
scribed in the Tax Code. 

 Second, the Draft Law calls for the  introduction of an 
Article 309.1 of the Tax Code that would introduce  
special rules for calculating a CFC's profi t, including 
the division  of income into two "baskets" – active 
and passive. It is important  to note that, regardless of 
the basket, a CFC's profi ts will be taxable  in Russia, 
although active operations will qualify for a number 
of  expense deductions (as described below). 

 Th e tax bases for income from passive  and active 
operations are to be determined separately. Th e list 

of  passive income is not exhaustive and includes 
not only such typical  passive income as dividends, 
interest, royalties, proceeds from real  estate sales 
and rental income, but also proceeds from the sale 
(redemption)  of mutual fund shares and income 
from consulting, legal, accounting,  auditing, engi-
neering, advertising and other services. 

 Interest income on debt obligations  may be regard-
ed as active if the derivation of such income is the  
main purpose of a foreign company's operations on 
the basis of a special  permit (license) and such com-
pany is a bank under the laws of the  foreign state. 

 Expenses incurred in deriving passive  income as well 
as expenses involved in paying such income to other  
persons may be deducted from passive income. Like-
wise, expenses incurred  in obtaining active income 
may be deducted from a CFC's active income. 

 A new category of "investment expenses"  applies 
to the calculation of profi t from active operations; 
such  expenses are fully deductible, even if a CFC 
is subject to domestic  law which does not envisage 
such full deduction. Investment expenses  mean ac-
tual costs involved in fi nancing capital investments 
in production  facilities and intellectual property, 
interest paid on bank loans  obtained and used for 
these purposes, and the construction of infrastruc-
ture.  Th is formulation is unclear in a number of 
places, including the need  to limit the deduction of 
interest expenses under the rules of the  Russian Tax 
Code as well as the types of facilities that qualify as  
production facilities. It also fails to take into account 
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the specifi cs  of the majority of foreign projects in 
the extractive industries –  structured, for example, 
by means of production sharing agreements. 

 If a CFC's expenses exceed income  in a given peri-
od,  i.e. , a loss is incurred, such  a loss may be carried 
forward without limitation and deducted from  the 
tax base for passive or active income (depending on 
the source  of the loss). 

 Unlike the previous version of the  Draft Law, a 
CFC's foreign-currency profi t must be converted 
into  rubles at the average rate of the Russian Cen-
tral Bank in the period  for which the company pre-
pares fi nancial statements, and not as of  the last day 
of the calendar year. 

 Th e current version of the Draft Law  makes it pos-
sible to submit an adjusted tax declaration without 
paying  a penalty if the fi nancial year in a foreign 
jurisdiction does not  coincide with the fi nancial 
year in Russia. Taxpayers must submit  an adjusted 
declaration within one month after a CFC's fi nan-
cial statements  are prepared in accordance with the 
laws in its place of incorporation,  but no later than 
December 31. 

 5.6. Off setting Foreign Tax 

 Dividends paid out of a CFC's profi ts  and tax paid 
on such profi t under the laws of a foreign state may  
be deducted from the CFC's profi ts. Th e Draft Law 
does not indicate  whether this applies to corporate 
tax on income in the CFC's jurisdiction  or taxes at 
source that may be withheld from a CFC's profi t in 

other  foreign states. In any event, the Draft Law ap-
pears not to provide  for off sets of Russian withhold-
ing tax that may be withheld from a  CFC's income. 

  5.7. Liability 

 Proposed fi nes for nonpayment or incomplete  pay-
ment of tax have been reduced to 20 percent of the 
amount of unpaid  tax, rather than 20 percent of 
the CFC's profi t. Th e minimum fi ne  for this viola-
tion is RUB100,000. 

 Th e new Draft Law also envisages diff erent  liabilities 
for failing to submit notifi cations of participation 
in  foreign companies and CFCs: RUB50,000 and 
RUB100,000, respectively,  for each such company. 

 Th e Draft Law also prescribes a fi ne  of RUB100,000 
in cases where a controlling entity fails to provide  
the tax authority with information on a controlled 
entity and its  interest in such entity. 

 What Does Th is Mean For Russian Taxpayers? 
 If the Draft Law is adopted and published  before 
December 1, 2014, it will enter into force on Jan-
uary 1, 2015.  Th is should be qualifi ed by adding 
that the CFC measures in the new  version of the 
Draft Law apply to taxpayers regarded as control-
ling  a foreign company, and the tax base will be de-
termined for profi ts  of foreign companies starting 
with periods beginning in 2015. 

 Although the Draft Law is likely to  undergo further 
revision, and its provisions are thus not fi nal, cer-
tain  of the Draft Law's key concepts and approaches 
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seem clear, and work  to prepare for and adapt to 
them should begin now. 

 Preparation may include the following  areas: 
   For foreign companies with activities  in or connec-
tions to Russia, analysis of management processes 
(including  legal and organizational aspects), as-
sessment of Russian tax residency  risks, and 
development of related risk management strategies; 
   Review of current licensing  and fi nancial structures 
which may derive income from sources in Rus-
sia,  development of options for converting from 
"back-to-back" structures  to single-level structures 
with the required level of business activity; 
   Analysis of current and planned  payments from 
Russian companies and branches to foreign coun-
terparties  and assessment of related tax risks which 
may arise from the application  of the concept of 
"actual recipient of income." Development of 
alternative  structures and options for organizing 
contractual structures in connection  with a higher 
risk profi le. Structuring information-gathering 
processes  in connection with the status of actual 
recipient of income; 
   Analysis of the structure of  foreign controlled 
companies to determine whether they meet the 
CFC  criteria, quantitative assessment of future tax 
costs, and preliminary  development of strategies 
for reducing them, including by potentially  trans-
ferring a number of operations and companies 
to a Russian tax  jurisdiction. One priority area 

is the development of plans for eliminating  tax 
haven companies from structures or for modify-
ing them; 
   Assessment of the documentation  required to 
meet Russia's "deoff shorization" requirements, 
development  of processes for the collection and 
preparation of such documentation; 
   Analysis of the tax implications  of the indicated 
types of restructuring for individual benefi ciaries; 
   Analysis of any individual benefi ciary's  change of 
residence from the point of view of Russian and 
international  tax, migration and currency law. 

  ENDNOTES 
   1  The stock exchange must be included  in a list ap-

proved by the Russian Central Bank and agreed with 

Minfi n  under clause 21.1 of Article 310 of the Tax Code.  

   2  Where this article  refers to local or domestic law ap-

plicable to a foreign organization,  the term used in the 

draft is "lichny zakon" which is defi ned in relation  to 

companies as the law of the country where the legal 

entity was  founded (Article 1202 of the Civil Code).  

   3  Clauses 5.4 and 5.5 of Article 25.13  of the Draft Law 

do not state that such companies are not CFCs, but  

we believe that provisions to this effect will be added.  

   4  The list of countries (territories) that  exchange in-

formation for tax purposes is approved by the fed-

eral executive  body responsible for monitoring and 

oversight in the area of taxes  and levies, taking into 

account the actual practice of responding  to requests 

for information under Russian tax treaties.   
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      Switzerland: Taxation Of Call And 
Put Options Granted To Shareholders 
 by Walter H. Boss and Nelly Iglesias, Poledna Boss 
Kurer AG, Zurich 

 1. What It Is All About 

 Th is article focuses on the Swiss  taxation of call and 
put options granted to shareholders, as opposed  to 
those distributed to employees of a company which 
are subject to  diff erent tax principles not covered in 
the present contribution.  In case a shareholder is at 
the same time employee and shareholder  of the same 
company, one must distinguish on a case-by-case ba-
sis  if the granting of options is based on the employ-
ment relationship  or on the shareholder's capacity. 

 Exclusively considered as options  destined for 
shareholders in the meaning covered by this article 
are  call or put options that a corporation grants to 
its shareholders  for free or against consideration but 
below the market price. 

 If the underlying stock of the options  destined for 
shareholders is not listed on the stock exchange, the  
background of the transaction as well as the cal-
culation of the fair  value of these options must be 
submitted to the Swiss Federal Tax  Administration 
for approval. 

 2. New Developments 
 On December 23, 2013, the Swiss Federal  Tax Ad-
ministration issued a new Circular Letter regarding 

the taxation  of options destined for shareholders 
(Circular Letter Nr. 39 of the  Swiss Federal Tax 
Administration, dated December 23, 2013, here-
inafter  "CL 39"). Th e new CL 39 has replaced an 
old similar Notice issued  by the same authority on 
January 16, 1996. Th e two main changes contained  
in the CL 39 are the following: 

   Adjustment of the  taxation of options des-
tined for shareholders to the new capital 
contribution  principle, which entered into 
force as from January 1, 2011.  According  to 
the so-called "capital contribution principle," 
dividends distributed  out of capital contribu-
tion reserves – as opposed to distributions  out 
of other legal reserves or retained earnings – are 
neither  subject to the 35 percent Swiss withhold-
ing tax nor to Swiss income  taxes in the hands 
of shareholders who are individuals domiciled in  
Switzerland and own participation rights as part 
of their private  assets, provided all formal condi-
tions are timely fulfi lled (Articles  20 para. 3 of 
the Federal Direct Tax Act and 7b of the Direct 
Tax  Harmonization Law; Article 5 para. 1 bis  of  
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the Withholding Tax Act; Circular Letter Nr. 29 
of the Swiss Federal  Tax Administration, dated 
December 9, 2010). Th ese new rules have  an 
impact on the taxation of options destined for 
shareholders, since  they will allow for privileged 
taxation when the options will be exercised,  pro-
vided the requirements as set out in the CL 39 
are fulfi lled (see  section 4  hereafter). 

  New tax treatment of put options  with capi-
tal reduction.  Under the old Notice of January 
16,  1996, put options granted to shareholders 
for free or against consideration  but below the 
market price triggered income and withhold-
ing tax consequences,  whether a capital reduc-
tion eff ectively took place subsequently or  not. 
Since publication of the CL 39 on December 
23, 2013, put options  issued for the benefi t of 
shareholders with the objective of reducing  the 
share capital of a corporation are subject to nei-
ther income taxes  nor withholding tax. Th e CL 
39 lists the conditions that need to be  fulfi lled 
in order to recognize the tax neutrality (see  sec-
tion 4.2  hereafter). 

  3. General Principles Underlying Th e Taxa-
tion Of Call And Put Options 

 3.1 Income Taxes 
 On a preliminary basis, it is important  to under-
line that the following considerations apply only 
to shareholders,  whether individuals or corporate 
legal entities, who are tax resident  in Switzerland 
(subject to unlimited tax liability in Switzerland). 

 As a general principle, if a company  grants call or 
put options to its shareholders for free or against  
consideration below the market price, the said 
company is deemed to  distribute a constructive 
dividend consisting of the diff erence between  the 
market value of the option at the time of grant and 
the issue  price of the option. 

 If the shareholder is an individual  resident in Swit-
zerland, the due date of the constructive dividend  
corresponds to the date of grant. Th e constructive 
dividend will be  taxed in the hands of the individ-
ual as a return on assets and may  benefi t from the 
partial taxation of dividends as set out in Articles  
18b or 20 para. 1 bis  of the Federal Direct  Tax Act 
and Article 7 para. 1 of the Direct Tax Harmoniza-
tion Law.  Th e benefi t of the partial taxation of divi-
dends requires that the  shareholder holds a partici-
pation of at least 10 percent in the issuing  company 
and that other requirements are met in line with 
the aforementioned  legal provisions. 

 If the shareholder is a corporation  resident in Swit-
zerland, the options will be booked in its fi nancial  
statements at the acquisition price and possible fu-
ture value adjustments  on the options can be recog-
nized as expenses commercially justifi ed  and thus 
tax deductible. Even if the CL 39 does not set out 
clearly  what are the income tax consequences for 
Swiss corporations receiving  options, the diff erence 
between the market value of the option and  the issue 
price at the time when the option is granted should 
be considered  as a constructive dividend distribu-
tion such as for individuals (see  paragraph above). 
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Th erefore, the participation exemption, allowing  
for income tax relief on ordinary or constructive 
dividend distributions,  should be applicable in our 
view, provided the conditions as set out  in Articles 
69 of the Federal Direct Tax Act and 28 of the Di-
rect  Tax Harmonization Law are met. 

 As to the issuing company, the constructive  dividend 
implies an increase of its taxable income, unless it 
is recognized  as a provision which is commercially 
justifi ed according to Articles  58 para. 1 lit. b of the 
Federal Direct Tax Act and 24 para. 1 of  the Direct 
Tax Harmonization Law. Costs incurred by the issu-
ing company  in relation to the issuance and/or the 
exercise or the expiry of the  options are considered 
as deductible expenses for income tax purposes. 

 3.2 Withholding Tax 
 Th e Swiss withholding tax only enters  into consid-
eration if the issuing company is a Swiss tax resi-
dent  or has its eff ective administration in Switzer-
land (Articles 4 para.  1 lit. b and 9 para. 1 of the 
Withholding Tax Act). 

 For withholding tax purposes, the  diff erence be-
tween the market value of the option at the time 
of grant  and the issue price of the option is consid-
ered a constructive dividend  distribution. Th e dif-
ference is therefore subject to the 35 percent  with-
holding tax. If the withholding tax is not borne by 
the shareholder,  the eff ective tax rate will amount 
to approximately 54 percent based  on the so-called 
"gross for net" calculation applied by the Swiss  Fed-
eral Tax Administration. 

 Th e 35 percent withholding tax may  be partially 
or fully refunded, provided the required condi-
tions are  fulfi lled according to Swiss laws – if the 
shareholder is resident  in Switzerland – or accord-
ing to Double Taxation Treaties –  for sharehold-
ers resident abroad. A core element in this respect 
is  that the recipient of the constructive dividend 
distribution asking  for the (partial) withholding 
tax refund must be the eff ective benefi cial  owner 
of the distribution. 

 3.3 Stamp Tax 
 For Swiss resident individuals as  well as Swiss cor-
porations, if the issue price of the option is higher  
than its market value, the balance will represent an 
additional contribution  from shareholders in favor 
of the issuing company and will therefore  be sub-
ject to the issuance stamp duty at the rate of 1 per-
cent (Articles  5 para. 2 lit. a and 8 para. 1 lit. b of 
the Stamp Duty Act). 

 4. Exceptions: Call Options With Capital 
Increase And Put Options With Capital 
Reduction 

 4.1 Call Options With Capital Increase 

  4.1.1 At Th e Date Of Grant  

 Th e grant of call options to shareholders  for free or 
against consideration below the market price with 
the  aim of increasing the share capital of the issuing 
company does not  trigger income or withholding 
tax consequences, provided the following  condi-
tions are met: 
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   Th e grant of call options is  related to a future 
capital increase and the newly issued call options  
correspond to the preferential subscription rights of 
shareholders,  according to Article 652b of the Swiss 
Code of Obligations. It means  that current share-
holders have the right to subscribe for new shares  
in proportion to their current participation rights 
at a fi xed price  and during a determined period; 
   Call options granted to shareholders  cannot be 
sold at a guaranteed price to the issuing company 
or to  affi  liated companies such as a holding com-
pany, subsidiaries,  etc .  Call options must not allow 
for a refund in the form of cash. However,  accord-
ing to the new capital contribution principle, for 
individuals  resident in Switzerland and owning 
the options in their private wealth,  an eventual 
refund in the form of cash will be tax neutral if 
the  distribution is paid out of capital contribution 
reserves of the issuing  company; 
   If the strike price for acquiring  the underlying 
shares is much lower than the current market 
value  of the shares (diff erence of 33 1/3 percent or 
more), tax authorities  will examine if the transac-
tion has to be treated as tax evasion.  In such case, 
tax neutrality may be denied. 

    4.1.2 At Th e Date Of Exercise  

 Call options with subsequent capital  increase im-
ply that, after exercise of such options, new shares 
are  issued. If these newly issued shares derive from 
the conversion of  recognized capital contribution 
reserves, no income tax is due by  shareholders who 
are individuals resident in Switzerland and own 
the  participation rights in their private wealth. No 

withholding tax is  levied either. On the other hand, 
if the newly issued shares derive  from other legal re-
serves or retained earnings, income and withhold-
ing  taxes will be due by the category of individu-
als aforementioned. For  shareholders owning the 
participation rights as part of their corporate  assets, 
the exercise of options does not trigger income tax 
consequences  in either case as a general principle. 

 4.2 Put Options With Capital Reduction 

  4.2.1 At Th e Date Of Grant  

 Th e grant of put options to shareholders  for free or 
against consideration below the market price with 
the  aim of reducing the share capital of the issuing 
company does not  trigger income or withholding 
tax consequences, provided the following  condi-
tions are met: 

   Th e issuance of put options  is related to the sub-
sequent capital reduction of the issuing company.  
Th e capital reduction must take place during the 
next ordinary shareholders'  general meeting but 
at the latest within one year after issuance of  the 
put options; 
   Th e issuance of put options  must exclusively 
benefi t the shareholders of the issuing company; 
   Put options cannot be sold at  a guaranteed price 
to the issuing company or to affi  liated companies  
such as a holding company, subsidiaries,  etc . Put  
options must not allow for a refund in the form 
of cash. However,  according to the new capital 
contribution principle, for individuals  resident 
in Switzerland and owning the options in their 
private wealth,  an eventual refund in the form 
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of cash will be tax neutral if the  distribution is 
paid out of capital contribution reserves of the 
issuing  company; 
   If the strike price for acquiring  the underlying 
shares is much lower than the current market 
value  of the shares (diff erence of 33 1/3 percent or 
more), tax authorities  will examine if the transac-
tion has to be treated as tax evasion.  In such case, 
tax neutrality may be denied. 

    4.2.2 At Th e Date Of Exercise  

 Put options with a subsequent capital  reduction 
imply that, after exercise of such options, (part 
of ) the  share capital is refunded to the respective 
shareholder(s). Th e diff erence  between the strike 
price and the nominal value of the refunded shares  
is subject to the withholding tax. For sharehold-
ers who are individuals  resident in Switzerland and 
own the participation rights as part of  their private 
assets, the aforementioned diff erence is subject to  
income taxes. If the shares were held as part of the 
shareholders'  commercial assets, the diff erence be-
tween the sales price and the  tax value (in principle, 
book value) is included in the taxable income  of 
these shareholders. Both categories of shareholders 

may benefi t  from the partial taxation of dividends 
or the participation exemption  if the related condi-
tions are met. 

 However, if the acquisition of own  participation 
rights by the company is fi nanced through the 
capital  contribution reserve, no withholding tax is 
levied. For shareholders  owning the participation 
rights in their private wealth, no income  tax is due 
as well. 

 5. Conclusion 
 Th e CL 39 has updated and set a defi ned  frame-
work regarding the taxation of call and put options 
granted to  shareholders. However, the CL 39 en-
compasses mere guidelines refl ecting  the position 
of the Swiss Federal Tax Administration. It has no 
compulsory  eff ect for tribunals and may therefore 
be overruled by court decisions. 

 In a specifi c case, we would recommend  seeking the 
advice of a tax advisor in order to defi ne the precise  
tax consequences of the transaction and liaise with 
Swiss tax authorities  for acknowledging the value of 
the call or put options. 
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       Topical News Briefi ng: 
No Cure For The Code 
 by the Global Tax Weekly Editorial Team 

 Love it or loathe it, the Aff ordable  Care Act (ACA), 
the current administration's fl agship domestic re-
form,  will forever be associated with President 
Barack Obama. But so too  will a vastly more com-
plicated tax code and an Internal Revenue Service  
(IRS) stretched to breaking point. 

 Th e ACA, signed into law by the President  in March 
2010, is intended to address a major shortfall in af-
fordable  health care coverage, especially for the poor 
and the middle classes,  and drive down spiraling 
health care costs essentially by subsidizing  health care. 
However, in order to help meet the USD700bn cost 
of the  reform without adding to the federal defi cit, 
the legislation, which  runs to almost 1,000 pages, is 
peppered with revenue raisers of various  kinds, in-
cluding additional health taxes on high income in-
dividuals,  new excise taxes on medical device manu-
facturers and tanning salons,  and annual fees on the 
health insurance and pharmaceutical industries.  One 
of the most controversial taxes is the so-called "shared 
responsibility  fee" on employers and employees who 
do not provide health insurance  coverage for their 
workers or themselves, which 4m taxpayers are likely  
to have to pay in 2016 according to the Congressio-
nal Budget Offi  ce  and the Joint Committee on Taxa-
tion. When health care-related tax  breaks are added 
to the mix, there are around 50 new tax provisions  in 
force this year as a result of the ACA. 

 No prizes for guessing that it will  be down to the IRS 
to administer a large swathe of the ACA. And no  prizes 
either for guessing that this may be causing senior IRS 
offi  cials  sleepless nights wondering how they will man-
age their workload eff ectively  at a time when the agen-
cy's mandate is stretching ever further and  wider thanks 
to Obama administration initiatives like the American  
Opportunity Tax Credit and FATCA, among others. 
It is certainly setting  off  alarm bells among government 
watchdogs and members of Congress.  During his testi-
mony at a Senate hearing last month, the Treasury  In-
spector General for Tax Administration (TIGTA) Rus-
sell J. George  said that the ACA represents not only the 
largest set of tax law changes  in more than 20 years, but 
also a "signifi cant challenge" to the IRS.  Th e TIGTA 
is particularly concerned about an under-staff ed over-
stretched  IRS's ability to keep millions of individual 
taxpayer records confi dential,  and the potential for im-
proper tax credits to be made - a perennial  concern of 
TIGTA's in its ongoing review of IRS operations. 

 Not that the ACA is necessarily set  in stone. If the 
House of Representatives and the Senate were con-
trolled  by Republicans, there can be few doubts 
that legislation repealing  the ACA would have 
been approved by now, although President Obama  
would probably use his power of veto in such a sce-
nario. Th eir lack  of a congressional majority hasn't 
stopped Republicans from trying.  But their many 
eff orts, either to dismantle the ACA piecemeal or 
wholesale,  have been frustrated in both the leg-
islature and the courts at almost  every turn. Th is 
is unlikely to deter future attempts to hobble the  
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ACA, so divisive is this issue. However, the GOP 
would need the legislative  planets to align for them 
to stand any realistic chance of doing so. 

 As for the President, his legacy may  yet be a healthi-
er nation, but it will also be a distinctly unhealthier  
tax code. 
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                   US Trade Update: Progress Report 
On Trans-Pacifi c And Trans-Atlantic 
Trade Talks 
 by Stuart Gray, Senior Editor, Global Tax Weekly 

 US President Barack Obama's 2014 Trade  
Policy Agenda seeks completion of the Trans-
Pacific Partnership (TPP)  trade treaty within 
the coming year, whilst also making progress 
on  negotiating the Transatlantic Trade and In-
vestment Partnership (TTIP)  agreement. This 
feature provides an update on these complex 
treaty  negotiations. 

  Th e Trans-Pacifi c Partnership  
 Th e TPP in its original form was signed  by New 
Zealand, Chile and Singapore on July 18, 2005, and 
by Brunei  on August 2, 2005. It entered into force 
on May 28, 2006 for New Zealand  and Singapore, 
on July 12, 2006 for Brunei, and on November 8, 
2006  for Chile. Th ese original four members are 
known as the P4 bloc. 

 From the beginning it was intended  to invite fur-
ther countries to subscribe to the agreement, and in  
November 2008, Australia, Vietnam and Peru an-
nounced that they would  be joining the P4 coun-
tries in the TPP, followed by the US in November  
2009 and Malaysia in October, 2010. Th en in June 
2012, Canada and  Mexico announced that they 
would join also, and did so in November  after con-
sultations between other members. Japan joined in 
July 2013. 

 Described by the US Government as  the most 
signifi cant trade negotiation in a generation, the 
agreement  is very comprehensive, covering trade in 
goods and services, rules  of origin, trade remedies, 
sanitary and phytosanitary measures, technical  bar-
riers to trade, intellectual property, government 
procurement,  and competition policy. Tariff s were 
reduced by 90 percent initially,  and are to be re-
duced to zero by 2015. 

 According to an analysis supported  by the Peterson 
Institute, a TPP agreement would provide global 
income  benefi ts of an estimated USD223bn per 
year, by 2025. Real income benefi ts  to the US are 
an estimated USD77bn per year. Th e TPP could 
generate  an estimated USD305bn in additional 
world exports per year, by 2025,  including an ad-
ditional USD123.5bn in US exports. 

 However, while swift progress appeared  to have 
been made towards a fi nal agreement last year, the 
end-2013  deadline set by President Obama for such 
an outcome was missed, and  the talks have gotten 
rather bogged down in the intervening months. 
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 While the joint statement issued after  the latest 
TPP Ministerial in May 2014 talked of the "shared 
views  on what is needed to bring negotiations to a 
close," it is apparent  that an overall agreement on 
tariff  cuts remains elusive. 

 Despite the favorable messages concerning  market 
access arrangements that came out of the recent US–
Japan  Leaders Summit, a number of contentious 
matters appear to remain unresolved –  especially the 
US's problems with Japan's ultra-sensitive agricul-
tural  import duties on rice, wheat, beef and pork, 
dairy products, and sugar  and starch; and Japan's 
problems with US import tariff s on motor vehicles. 

 Following the end of their two-day  TPP meeting on 
May 20, 2014, the Ministers of the proposed TPP mem-
ber  countries – Australia, Brunei, Canada, Chile, Japan, 
Malaysia,  Mexico, New Zealand, Peru, Singapore, the 
US and Vietnam – confi rmed  that they had "reviewed 
recent bilateral engagements, including the  US–Japan 
negotiations last month, [and had] focused in particular  
on making meaningful progress on market access." 

 "In order to further build on the  momentum of 
negotiations," the Ministers said that they had de-
cided  "on a pathway of intensifi ed engagement over 
the coming weeks on market  access and rules." As 
part of that eff ort, Ministers are to continue  to talk 
bilaterally, and the countries' Chief Negotiators 
will meet  again in July this year. 

 However, it is diffi  cult by now to  see that there 
will be a TPP involving Japan, given the country's  

entrenched reluctance to open up its heavily pro-
tected automotive  and agricultural markets. 

 While President Obama and Japanese  Prime Min-
ister Shinzo Abe were meeting, US Trade Repre-
sentative Michael  Froman and Japan's Economic 
and Fiscal Policy Minister Akira Amari  were also 
holding further TPP talks in a separate room. Th e 
fi nalization  of the joint Abe–Obama statement was 
delayed for some time until  no progress was found 
in those talks. 

 Oddly, though, the two trade representatives  
weren't even able to agree after their meeting what 
they had actually  concluded. Froman reportedly 
disclosed that they had made signifi cant  progress, 
but Amari confi rmed that, although the gaps be-
tween the  two sides were narrowing, the diff erences 
were still large. Neither  side provided any further 
detail on what had actually been achieved. 

 In the end, in their joint statement,  President Obama 
and Prime Minister Abe were only able to profess 
that  they had "identifi ed a path forward on impor-
tant bilateral TPP issues,"  and that the progress made 
marked a "key milestone in the TPP negotiations  and 
will inject fresh momentum into the broader talks." 

 However, they also disclosed that,  "even with this 
step forward, there is still much work to be done  
to conclude TPP," with President Obama suggest-
ing in their joint press  conference that Japan should 
now take "the bold steps that are needed  to reach a 
comprehensive agreement." 
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 While the President said that the  two sides had 
"made important progress in TPP," and that they are  
"closer to agreement on issues like automobiles and 
agriculture,"  he added that he had been "very clear 
that American manufacturers  and farmers need to 
have meaningful access to markets that are included  
under TPP, including here in Japan. Th at's my bot-
tom line, and I cannot  accept anything less." 

 It has become apparent, therefore,  that the contentious 
matters under discussion are proving to be intractable. 

  Transatlantic Trade And 
Investment Partnership  

 Th e prospect of a US–EU FTA  has been discussed 
informally for a number of years. However, it wasn't  
until late 2011, when a high-level working group 
(HLWG) was established  to explore ways in which 
transatlantic trade could be boosted, that  the fi rst se-
rious offi  cial step was taken on the path that would 
lead  eventually to the launching of formal talks to-
wards the TTIP. Shortly  after the HLWG published 
its fi nal report in February 2013 recommending  a 
new and comprehensive trade agreement between 
the US and the EU,  President Obama and the Eu-
ropean Commission confi rmed that negotiations  
towards the TTIP would commence later that year. 

 According to the European Commission,  a success-
ful TTIP negotiation could see EU exports to the 
US rise  by 28 percent, earning its exporters of goods 
and services an extra  EUR87bn (USD118bn) every 
year. It is said that the average family  of four living 
in the EU would see their disposable income rise by  

EUR545 as a result of the agreement, and the Euro-
pean Commission has  estimated that could add 0.5 
percent to global GDP. US traders and  consumers 
can expect to see similar benefi ts, with a success-
fully  concluded TTIP expected to add USD100bn 
to the value of the US economy. 

 Tariff s on trade between the EU and  the US are 
in fact comparatively low, standing at an average 
of around  4 percent. However, their elimination 
would still ease the fl ow of  trade between the EU 
and the US considerably, particularly as so many  
of the traded goods are part of long value chains. 
For example, car  parts often cross the Atlantic more 
than once: fi rst as components  and again in the fi n-
ished product, meaning they may pay duties twice.  
As EU Commissioner for Trade Karel De Gucht 
observed recently, while  these duties may seem 
insignifi cant on the surface, the large volume  of 
transatlantic trade "means that even the low tariff s 
amount to  a large tax on companies doing transat-
lantic business." 

 According to a new document published  by the EU 
and the US, small fi rms are well placed to gain from 
any  tariff  reforms introduced as part of a TTIP 
deal. Th e two parties  have already exchanged their 
initial off ers on tariff s, and proposals  for ensuring 
that small- and medium-sized enterprises (SMEs) 
are able  to take full advantage of the TTIP were 
discussed at the fourth round  of talks in March. 

 More than 20 million EU and US companies  are 
classed as SMEs. Th ey provide two-thirds of all 
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private sector  jobs in the EU, more than half of 
jobs in the US, and produce around  30 percent of 
goods exported from both markets. 

 Th e document, entitled "Th e opportunities  for 
small and medium-sized enterprises," says that 
SMEs stand to benefi t  from the proposed tariff  
changes, especially those fi rms operating  in sec-
tors where tariff s are relatively high. It states: "In 
today's  competitive global marketplace, even small 
increases in a product's  cost due to tariff s can mean 
the diff erence between making and losing  a sale for 
SMEs. In some cases, the removal of tariff s could 
allow  SMEs to sell their products across the Atlan-
tic for the fi rst time." 

 Th e report cites the example of Nustep,  a Mich-
igan-based company with roughly 80 employees 
that makes cross-training  exercise equipment. "Th e 
company feels that the biggest positive impact  of 
[the] TTIP will come from reduction and elimina-
tion of tariff s,  as many of its European distributors 
are purchasing products in containers  and paying a 
signifi cant amount of tariff s due to the high value 
of  the content of each container," it explains. 

 Following meetings in Arlington, Virginia  over 
fi ve days and fi nishing on May 23, Trade Repre-
sentative Froman  concluded that the fi fth round 
of negotiations on the proposed TTIP  had made 
"steady progress." 

 "Th e fi fth round of the TTIP negotiations  were pro-
ductive," he said. "We have moved from discussing 

a conceptual  framework to defi ning specifi c ideas 
for addressing the majority of  the negotiating 
areas. We are looking to advance the remaining ar-
eas  soon. Th ere is a lot of work ahead of us, but 
we have a fi rm understanding  of the key issues that 
need to be resolved." 

 At a press conference following the  meetings, the 
chief US negotiator Dan Mullaney was reported to 
have  confi rmed that the wording of an agreement 
is now being discussed  over many of the TTIP's 
chapters, and that discussions had particularly  fo-
cused on increased market access through reduced 
tariff s, and on  services and investment. 

 However, chief EU negotiator Ignacio  Garcia Ber-
cero fi elded many questions on European concerns 
that the  TTIP would allow market access to hor-
mone-treated US beef or remove  restrictions on 
genetically modifi ed food products. However, he 
insisted  that there would be no such reduction in 
EU regulatory standards. 

 Speaking at a press conference marking  the conclu-
sion of the third round of talks between the EU 
and US in  December 2013, Garcia Bercero stressed 
that neither side intended  to limit its autonomy 
in setting regulations or lower its high standards  
of consumer, environment, health, labor, and data 
protection. However,  such concerns persist. For in-
stance, Austria's ruling coalition member,  the Aus-
tria People's Party (ÖVP), has made its acceptance 
of  the TTIP deal conditional on European food 
safety standards being  respected. 
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 Elisabeth Köstinger, the ÖVP's  trade and agricul-
ture spokesperson in the European Parliament, has  
said that there are "clear red lines" beyond which 
the ÖVP will  withdraw its support for the trade 
and investment agreement. Köstinger  warned that 
European standards governing the importation of 
genetically  modifi ed food and hormone-treated 
beef must not be relaxed. Furthermore,  she insist-
ed that the Investor-to-State Dispute Settlement 
(ISDS)  procedure, currently being negotiated as 
part of the deal, must not  undermine EU law. Th e 
ISDS procedure or arbitration clause allows  com-
panies to challenge national regulations. Finally, 
Köstinger  said that any contentious issues should 
be addressed immediately and  in full transparency, 
and not left to the fi nal round of negotiations. 

 Th e next round of TTIP negotiations  are due to 
be held in July, but the date and place have yet to 
be  decided. 

  Th e Trade Promotion Authority  
 Even if everyone around the negotiating  tables 
manages to agree the text of a TPP and a TTIP, 
they will have  to be approved by Congress before 
becoming eff ective in the US. And  the recent signs 
suggest that the completed trade deals wouldn't 
survive  congressional scrutiny intact. 

 To facilitate the conclusion, approval,  and imple-
mentation of market-opening negotiating initia-
tives, it was  briefl y confi rmed in President Obama's 
2014 Trade Policy Agenda that  the Administration 
is working with Congress to gain "broad bipartisan  

passage" for the renewal of the Trade Promotion 
Authority (TPA), which  last expired in 2007. Th is 
will be crucial if the President is to  get anywhere 
near to fulfi lling his trade goals. 

 In the US, Congress has the authority  to regulate 
international trade, but the President has the au-
thority  to negotiate free trade agreements with for-
eign governments. With  the objective that conclud-
ed trade agreements would be fast-tracked  through 
Congress, the TPA would prohibit amendments to 
implementing  bills for trade treaties and impose a 
timetable for their consideration. 

 However, the TPA, in the form that  is currently be-
ing considered, and rather unlike previous versions,  
would also require the USTR to consult extensive-
ly with Congress during  trade negotiations. As a 
result, there is substantial opposition to  its exten-
sion at this moment, particularly from within the 
President's  own Democratic Party, as there is per-
ceived to be a lack of transparency  and information 
surrounding the current negotiations for both the  
TPP and the TTIP. 

 Th ose opponents point out that the  trade agree-
ments being considered address a broad range of 
policy  areas apart from market access for goods 
and services, not just tariff s  and taxes on imports. 
For example, competition from state-owned enter-
prises,  barriers to trade, restrictions on cross-bor-
der data fl ows, enforceable  rules against barriers 
to US agriculture, and currency manipulation  are 
part of the negotiations, and it is being argued ever 
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more forcefully  that Congress must therefore play 
a greater role in the development  and oversight of 
those agreements. 

 Earlier this year, then Senate Finance  Committee 
Chairman Max Baucus (D – Montana), its Rank-
ing Member  Orrin Hatch (R – Utah) and House 
of Representatives Ways and  Means Committee 
Chairman Dave Camp (R – Michigan) joined to-
gether  to introduce legislation that, if approved, 
would renew TPA for the  President for seven years. 
"Th e TPA legislation that we are introducing  will 
make sure that these [TTIP and TPP] trade deals 
get done, and  get done right," said Baucus of the 
Bipartisan Congressional Trade  Priorities bill of 
2014. "Th is is our opportunity to tell the Adminis-
tration –  and our trading partners – what Congress' 
negotiating priorities  are." 

 However, a large swathe of Baucus's  fellow Demo-
crats doesn't share his views on TPA. Indeed, last 
November,  151 House Democrats sent a separate 
letter to the President, "opposing  the use of outdat-
ed fast track procedures that usurp Congress's au-
thority  over trade matters." Th e Democrat Repre-
sentatives wrote that they  "remain deeply troubled 
by the continued lack of adequate congressional  
consultation in many areas of the proposed [TPP] 
that deeply implicates  Congress' constitutional and 
domestic policy authorities." 

 A number of Republicans agree with  the Demo-
crat dissenters, and on the same day as the Demo-
crats' letter  hit the President's desk, 23 Republican 

Representatives wrote to him  describing TPA as an 
infringement of Congress's "exclusive authority  to 
set the terms of trade" under the US Constitution. 

 Unfortunately for the President, Baucus's  suc-
cessor as Senate Finance Committee Chairman, 
Ron Wyden (D –  Oregon), seems somewhat am-
bivalent about TPA. Earlier this year, Wyden  said 
that he would have to discuss the pros and cons 
of TPA with his  fellow Democrats in the Sen-
ate before deciding whether to support  the TPA 
renewal bill. Wyden indicated that he will need 
"some time"  to re-examine with other senators 
how global changes to commerce have  aff ected 
both the composition of trade treaties and how 
they should  be approved. 

 With Senate Majority Leader Harry  Reid (D – 
Nevada) already having said that he is against fast  
track authority for the President on trade agree-
ments, it is more  or less an impossibility that the 
Baucus/Camp bill will survive a  Senate vote with 
its Democrat majority. Th ings could of course 
change  after the midterm elections in November. 
But even in the unlikely  event that the President 
was granted TPA, major obstacles remain to  be 
overcome with the negotiations themselves. With 
regard to the TPP,  it is diffi  cult to see any further 
progress being made with Japan  on board. And 
perhaps there are too many political sensitivities 
and  vested interests on both sides of the Atlantic 
who fear losing out  to greater competition and in-
vestment freedom under a TTIP to keep  the nego-
tiations afl oat? Time will tell. 
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   New Tax Measures To Assist 
Foreign And Domestic Investors 
In Infrastructure 
 by Jock McCormack and William Doyle, 
DLA Piper, Sydney 

 Overview Of Recent Developments 

 Comprehensive new transfer pricing  laws were in-
troduced in Australia during the course of 2012 
and 2013.  Th ese laws were passed in two install-
ments – fi rst, Subdiv 815  A of the Income Tax As-
sessment Act 1997 (Cth) (ITAA97) dealing with  
assessing powers under the equivalent of our dou-
ble tax agreements  (DTAs) and retrospective to 
July 1, 2004; and second, Subdivs 815-B  to 815-
D ITAA97, which were broader (applying to both 
DTA and non-DTA  circumstances) and of prospec-
tive eff ect from July 1, 2013. In addition,  Subdiv 
284-E of Schedule 1 to the Taxation Administra-
tion Act 1953  (Cth) contains specifi c transfer pric-
ing documentation requirements. 

 Th e new laws signifi cantly update  Australia's do-
mestic transfer pricing laws, prospectively replace  
Div 13 of the Income Tax Assessment Act 1936 
(Cth) (ITAA36), and are  intended to better align 
those new laws with internationally consistent  
transfer pricing approaches outlined by the OECD. 

 Each of Subdiv 815-A, 815-B and 815-C  deals with 
the interaction of the thin capitalization and trans-
fer  pricing laws as they apply to debt deductions. 

Subdivision 815-B,  which applies the arm's length 
principle to cross border conditions  between enti-
ties, contains a special rule in s. 815-140 ITAA97 
that,  in simplest terms, compels taxpayers to con-
sider/determine a rate  for debt interest as if arm's 
length conditions had operated. 

 Despite the specifi c wording in s.  815-140 and as-
surances in the accompanying explanatory memo-
randum  (EM), it would appear that a basis has been 
left open for the argument  that in determining the 
arm's length rate of interest, regard should  be given 
to the amount of debt that might reasonably be ex-
pected to  be made available between independent 
parties dealing wholly independently  with one an-
other, that is, particularly when related parties are 
involved  in the loan (controlled transaction). 

 Although arguably supported by the  OECD Trans-
fer Pricing Guidelines, the EM suggests that this ap-
proach  would only be adopted in some exceptional 
cases. However, this approach  could be adopted ir-
respective of otherwise complying with other limits  
and restrictions. 
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 While any practical application of  this approach 
would be controversial, it is questionable wheth-
er this  approach would be supported by the plain 
words of s. 815-140, and  given the primacy of the 
language of the statute, raises signifi cant  statutory 
interpretation (as well as tax law design) issues. 

 Taxpayers are well advised to give  due consideration 
to the expanded economic analysis, additional doc-
umentation  requirements and related penalties ex-
posures of the new transfer pricings  laws. 

 Current Environment And Related Issues 
 On November 6, 2013, the new Coalition  Govern-
ment announced that it was endorsing and proceed-
ing with the  implementation of the thin capitaliza-
tion reforms announced in the  May 2013 Australian 
Budget. Among other measures to be eff ective from  
July 1, 2014, the acceptable debt amount in the 
thin capitalization  rules will be reduced for general 
entities from 75 percent to 60  percent on a debt 
to Australian assets basis (eff ective debt to equity  
ratio of 1.5:1). Similar tightening of acceptable ra-
tios will apply  to non bank fi nancial entities and 
Authorized Deposit-Taking Institutions  (ADIs). 
Further, the new worldwide gearing limit of 100 
percent will  be extended to inbound investors and 
the threshold below which debt  deductions will not 
be contested will be increased from AUD250,000  
to AUD2m. 

 Th ese reforms to the thin capitalization  rules when 
enacted and eff ective from July 1, 2014 may result 
in a  greater reliance on the alternative arm's length 

debt amount test  in the thin capitalization rules, 
which is distinct and separate to  the arm's length 
amount of debt referred to in the transfer pricing  
laws above. Particularly for major infrastructure 
projects, property  investments/developments, and 
certain resources and services projects,  a greater re-
liance on the arm's length debt amount method is 
anticipated,  especially in this lower interest rate en-
vironment in Australia. 

 According to Australian Taxation Offi  ce  (ATO) fi g-
ures for the 2011 income tax year, the arm's length 
debt  amount method was used by 55 non ADI 
general investing entities (mainly  inward investing 
entities) resulting in interest deductions of approxi-
mately  AUD1.860bn. ATO audit activity on loans, 
guarantees, letters of comfort,  insurance arrange-
ments and related fi nancial issues, as well as recent  
cases/disputes, continues to escalate. 

 Given the recent history of ATO approaches  to re-
lated matters such as securitized lease vehicles and 
the discussion  paper (and draft tax determinations) 
on intra group fi nance guarantees  and loans, reli-
ance on ATO administrative practice and rulings 
that  could be amended or withdrawn should be ap-
proached cautiously in the  current environment. 

 What Lies Ahead 
 While the ATO's (and other revenue  authorities') 
principal focus will be on multinational groups 
shifting  or pushing down interest expenses across 
the group, these expanded  and additional powers 
to focus on the arm's length amount of debt  are 
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expected to be at the forefront of international tax 
compliance  activities in the coming years. 

 It is understood the ATO is currently  working 
on several rulings and practice statements deal-
ing with transfer  pricing reconstruction pow-
ers, documentation and penalties with a  view to 

these being publicly released during the course 
of 2014. 

 Th e Board of Taxation is also currently  reviewing 
the thin capitalization arm's length debt test and 
is due  to report and make recommendations to the 
Government by December 2014. 
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          Topical News Briefi ng: Who Benefi ts 
Under Benefi cial Ownership Plan? 
 by the Global Tax Weekly Editorial Team 

 Many of Britain's off shore territories  (in the fi nan-
cial as well as the constitutional and geographical 
senses)  already maintain registers of benefi cial own-
ers, or other systems  to identify ultimate benefi cial 
owners of companies registered in  their jurisdic-
tions, which are available to certain law enforce-
ment  bodies, including tax authorities, on request. 
Th e question is now,  however, whether such infor-
mation should be made publicly available,  as Brit-
ish Prime Minister David Cameron wants. 

 Levels of tax transparency in the  major off shore fi -
nancial centers with ties to the UK, like the Crown  
Dependencies (CDs) of Guernsey, Jersey and the 
Isle of Man, and the  Caribbean off shore territories 
(OTs) of the Cayman Islands and the  British Virgin 
Islands, are equal to, and in some cases exceed, cur-
rent  international standards. In terms of transpar-
ency of company ownership,  it could be argued that 
these jurisdictions are ahead of the curve,  because 
there is no equivalent system in place in the UK 
for example,  except for companies listed on public 
exchanges. But after making  transparency the cen-
tral theme of last year's Lough Erne G8 Summit  
and consulting on this issue last summer, the UK 
Government is proposing  to establish a database 
of benefi cial owners of companies registered  in the 
UK, and to make that accessible to anyone. And 
Cameron wants  the OTs to follow suit. 

 Predictably, these territories themselves  are not so 
keen on the idea. But while it would be easy to crit-
icize  the CDs and OTs for resisting a move which 
its proponents say could  makes things considerably 
harder for criminals, money launderers,  terror fi -
nanciers, tax evaders and other undesirable types, 
there  are several reasons why Cameron's proposal 
may be a step too far in  the international transpar-
ency campaign, not least for the UK itself.  Privacy, 
the meaning of which seems to have become en-
meshed with "secrecy"  over the last few years, re-
mains a fundamental human right, and there  are 
plenty of legitimate reasons why a company owner 
might not want  their details known to the world. 
Indeed, such a thing might actually  be quite dan-
gerous. Th e Law Society of England and Wales 
made several  such points in its response to the UK 
consultation: benefi cial owners  could be exposed to 
the risk of harassment or worse if associated  with 
legitimate but controversial projects; owners could 
be kidnap  or extortion targets; knowledge of invest-
ments by certain persons  may trigger market specu-
lation; and companies may not want to the  world 
speculating on their investment strategies. ID theft 
is also  a crime on the rise: the Society points out that 
shareholders already  listed at Companies House are 
being targeted by fi nancial criminals. 

 Furthermore, the proposal could be  just downright 
impractical. Would information about shares held 
indirectly  through pension funds by the public have 
to be published, even though  these might represent 
just a fraction of the company? Th e proposals  would 

31



also seem to undermine the Government's commit-
ment to reduce  red tape, especially on small busi-
nesses. Moreover, committed criminals  are hardly 
likely to comply with the new measures, and indeed 
this  could just force them further into the shadows. 
Th en there is the  potential for embarrassment for 
the Government, as we discover which  MPs have 
their fi ngers in what pies. Above all, though, crit-
ics of  the proposals warn that a public register of 
benefi cial owners of  UK companies could have se-
rious repercussions for UK competitiveness.  Many 
of the other G8 countries are lukewarm on the idea 
at best, while  the state of Delaware in the US has 

announced that it has no intention  of introducing 
such a public register. 

 As the Chief Executive of Guernsey  Finance, Fiona 
Le Poidevin, observed this week, the initiative is  only 
going to work if there is a truly global level play-
ing fi eld  on benefi cial ownership. Cameron must 
surely be aware of this, unless  he wishes for the UK 
to commit economic suicide, which presumably  he 
doesn't. So it will be interesting to see where the UK 
goes with  this idea in the fi nal year of the current 
parliament. Perhaps it  will be quietly buried amid 
the noise of the general election campaign. 
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    Turkey – A Promising Country For 
Direct Investment 
 by Mustafa Bilgener, Bilgener CPA Ltd., Turkey, 
independent member of Morison International 

 Turkey's largely free-market economy  is increas-
ingly driven by its industry and service sectors. Th e 
private  sector is expanding rapidly; an improving 
regulatory environment and  open market poli-
cies support global trade and investment to sus-
tain  overall competitiveness. Th e banking sector 
has weathered fi nancial  turmoil relatively well with 
little government intervention. A privatization  pro-
gram has reduced state involvement in basic indus-
try, banking,  transport and communication sectors. 
Middle-class entrepreneurs continue  to add dyna-
mism to the economy by expanding production be-
yond traditional  textiles and clothing sectors. Th e 
automotive, construction and electronics  industries 
are rising in importance and have surpassed textiles 
within  Turkey's export mix. 

 In today's post-crisis world, Turkey  has achieved 
steady economic growth among other countries. 
Over the  past decade, Turkey's average annual 
growth rate is 5 percent. GDP  levels have more 
than tripled, to USD786bn in 2012 (up from 
USD231bn  in 2002). As a consequence of this 
steady growth, Turkey is already  ranked the EU's 
5th and the world's 17th largest economy in 2012,  
according to World Bank GDP fi gures. Turkey's 
growth rate for Q2/2013  was 4.4 percent – a 
success that the OECD could not fail to  notice, 

announcing Turkey as a promising economy with a 
bright future;  it is expected to become the fastest-
growing economy among OECD members  during 
2012–17, with an average annual real GDP growth 
rate  of 5.2 percent. 

 Foreign direct investment (FDI) has  been increas-
ing in line with economic growth, with the num-
ber of investment  projects more than doubling (to 
around 390 projects) from 2007 to  2012 and an 
average annual growth of 27 percent for this period. 
Over  the same time, the number of companies with 
foreign capital operating  in Turkey signifi cantly in-
creased to about 30,000 from 18,100. According  
to A. T. Kearney's FDI Confi dence Index, Turkey 
ranked as the world's  13th most attractive destina-
tion for FDI in 2012. 

 While economic developments have clearly  had a 
signifi cant impact, the government has also been 
trying to attract  FDI to Turkey by enacting impor-
tant new policies such as the new Turkish  Com-
mercial Code, investment incentive system and re-
duced tax rates. 
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 Th e fi rst policy introduced by the  government to 
attract FDI is the new Turkish Commercial Code, 
designed  to achieve a corporate governance ap-
proach that meets international  standards; to fos-
ter private equity and public off ering activities;  to 
create transparency in managing operations; and to 
align the Turkish  business environment with EU 
legislation, as well as for the accession  process. 

 Th e former Turkish Commercial Code  required 
fi ve shareholders to establish a joint stock compa-
ny, and  two to establish a limited liability company. 
Th e new Code allows  establishment of both types 
of company with just one shareholder,  thus remov-
ing the previous obligation to allow foreign inves-
tors to  have all shares in a single party. 

 With the new Code, in compliance with  EU legis-
lation, the board of directors can now consist of a 
single  person instead of at least three members; and 
board meetings can be  held "virtually" with board 
resolutions approved by electronic signature.  Th is 
reduces unnecessary travel expenses, making it eas-
ier for foreign  investors to do business. 

 Th e new investment incentives scheme  aims to en-
courage investments with the potential to reduce 
dependency  on the importation of intermediate 
goods vital to the country's strategic  sectors. Th e 
primary objectives of the new scheme are to reduce 
the  current account defi cit; boost investment sup-
port to less developed  regions; increase the level of 
support instruments; promote clustering  activities; 
and support investments that will create the transfer  

of technology. Th e new system is comprised of four 
diff erent schemes  that can be accessed by both local 
and foreign investors: 

    General investment.  Supports  all projects meet-
ing both the specifi c capacity conditions and the  
minimum fi xed investment amount, regardless of 
the region where investment  takes place 
    Regional investment.  Th e  sectors to be support-
ed in each region are determined in accordance  
with regional potential and the scale of the local 
economy, while  the intensity of support  varies 
depending on the level of development  in the 
regions 
    Large-scale investment.  Supports  12 specifi c 
investment areas ( e.g. , petroleum products,  
chemical products and harbor services) that will 
potentially foster  Turkey's technology, R&D ca-
pacity and competitiveness 
    Strategic investment.  Requires  several manda-
tory criteria to be met: the domestic production 
capacity  for the product to be manufactured with 
the investment shall be less  than the import of the 
product, and the total import value of the  product 
to be manufactured must be at least USD50m 
over the past year. 

   Turkey has one of the most competitive  corporate 
tax rates in the OECD region. Turkish corporate 
tax legislation  now has noticeably clearer, more 
objective and better-harmonized provisions,  
which are in line with international standards. 
In Turkey, the basic  corporate income tax rate 
levied on business profi ts is reduced to  20 per-
cent. Both local and foreign investors are equally 
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subject to  law. International business taxation 
and transfer pricing is very  signifi cant not only 
for companies, but also for the Turkish govern-
ment,  which has shaped transfer pricing accord-
ing to OECD guidelines. 

 Turkey welcomes FDIs with realistic  multiples 
and valuation levels. Not only is current legisla-
tion advantageous  for FDIs, but many multina-
tional companies feel at home in Turkey,  because 

of the presence of so many international subsid-
iaries, that  the available services are similar to 
those in other countries. 

 For more information, please visit  the offi  cial Bilgen-
er CPA's website,  www.doingbusinessinturkey.com . 

 For more information on this article  and opportu-
nities in Turkey, contact: Mustafa Bilgener –  mbil-
gener@bilgener.com  
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              Scottish Tax Devolution: One Tax 
System Becomes Two 
 by Stuart Gray, Senior Editor, Global Tax Weekly 

 As the debate about Scottish independence  heats 
up, this article examines recent developments in the 
devolution  of tax powers to Scotland, and assesses 
the Scottish National Party's  (SNP's) tax plans for 
an independent Scotland. 

  Introduction  
 Traditionally, one of the advantages  of doing busi-
ness in the UK has been that, with its highly central-
ized  system of government, taxpayers for the most 
part have had to contend  with only one layer of tax 
administration, as opposed to potentially  many in a 
federalized country. However, with Scotland agitat-
ing for  independence from the rest of the UK, all that 
may be about to change.  Indeed, the process of tax 
devolution in the UK is already well underway,  and 
the devolution of more tax powers to Scotland seems 
inevitable  whether the Scots vote for independence 
or not in September's referendum  on the matter. 

  Devolving Tax Powers  
 Although the UK is made up of four  separate na-
tions (England, Wales, Scotland, and Northern Ire-
land),  historically power has been very concentrated 
in Her Majesty's Government  in London. Th ings 
began to change under the previous Labour Gov-
ernment  (in power from 1997 to 2010), when lo-
cal assemblies and governments  were formed in the 
capitals of Scotland and Wales to which a limited  

range of powers was gradually devolved from West-
minster. In more recent  times, this has included 
certain tax powers (more so in the case of  Scotland 
than for Wales or Northern Ireland). 

 Existing legislation gives the Scottish  Parlia-
ment the power to vary the basic rate of income 
tax in Scotland  by plus or minus 3 percent (the 
"Scottish Variable Rate"). If used  to the full, this 
could change the Scottish Budget by a little over  
GBP1bn, compared with total spending of around 
GBP30bn. Th e power  has never been used however, 
because of the peculiarities of the way  in which the 
Scottish Government is funded; Scotland receives a 
"block  grant" from the UK Government covering 
its spending needs, meaning  that the variable rate 
has not been needed so far. 

 Nevertheless, Scotland is due to get  enhanced rev-
enue-raising powers from April 2016 under the 
Scotland  Act 2012, 1  which received Royal Assent on 
May 1, 2012, and which has  been described as the 
largest devolution of fi scal powers within the  UK 
for 300 years. Th is law gives the Scottish Parliament 
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the power  to set a Scottish rate of income tax to be 
administered by the UK  tax authority, HM Revenue 
& Customs (HMRC), for Scottish taxpayers.  Th e 
Act also provides powers for new taxes to be created 
in Scotland  and for additional taxes to be devolved, 
and will make the Scottish  Parliament responsible 
for raising around a third of the Scottish  budget. 

 On December 13, 2013, the Scottish  Government 
published details of the new Revenue Scotland and 
Tax Powers  Bill, 2  which gives authority to a new tax 
body to collect devolved  taxes and contains what the 
Scottish Government calls "tough rules"  to coun-
teract tax avoidance. From April 2015, Scotland's 
Land and  Buildings Transaction Tax and a pro-
posed Landfi ll Tax, estimated to  be worth around 
GBP400m (USD670m) annually, will be the respon-
sibility  of a new tax authority to be called Revenue 
Scotland rather than the  London-based HMRC, 
although some administrative functions will be  del-
egated to Registers of Scotland and to the Scottish 
Environment  Protection Agency. However, HMRC 
will continue to collect income tax,  the rate of which 
will be devolved to Scotland from 2016. Th e Bill  also 
features a separate Scottish tax tribunal, and propos-
es a Scottish  General Anti-Avoidance Rule (GAAR) 
that will target artifi cial arrangements. 

 In its Stage 1 Report on the proposed  new tax agen-
cy Revenue Scotland and the Tax Powers Bill, pub-
lished  on May 2, 2014, the Scottish Finance Com-
mittee welcomed proposals  for a Scottish GAAR. 
It is intended that Scotland's GAAR would cover  
fewer taxes than the UK's, spanning only those taxes 

that are agreed  to be devolved from the UK. How-
ever, it is proposed that the Scottish  GAAR would 
be more stringent on tax avoidance than the system 
in the  UK, which targets only highly abusive, con-
trived, and artifi cial tax  avoidance schemes. 

 Th e Committee supported the provisions  within 
the Bill for a more broadly drawn GAAR. It said 
that a broad  scope would provide greater certain-
ty for businesses, while removing  the need for ex-
tra targeted anti-avoidance rules. In developing 
the  Scottish GAAR, the Scottish Government has 
drawn on the basic concepts  of the existing general 
anti-abuse rule legislation in the UK and  the EU. 
Finance Committee Convener Kenneth Gibson 
stated: "Th is Bill  is probably the most important 
piece of legislation we will look at  this parliamen-
tary session because it provides the framework for 
ensuring  that devolved taxes are collected effi  ciently 
and eff ectively." 

  Th e SNP's Plans  
 However, the pro-independence SNP,  the larg-
est party in the Scottish Parliament, wants to 
take things  much further, and an independent 
Scotland would naturally take full  control of the 
nation's purse strings. A white paper 3  published 
by the Scottish Government in November 2013 
proposes  the tax measures it would prioritize 
during the fi rst session of an  independent parlia-
ment. Th e white paper argues that the existing 
UK-wide  tax system is "complex and ineffi  cient," 
and therefore creates opportunities  for tax avoid-
ance. It is claimed that an independent Scottish 
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Government  would be able to design a simpler 
tax system with fewer reliefs and  exemptions. 
Th is would, in turn, enable Scotland to reduce 
the scope  for individuals and corporations to 
avoid tax and generate additional  revenues with-
out increasing tax rates. 

 An SNP Government in an independent  Scotland 
would conduct a review of the tax system at an 
early stage,  and the white paper commits it to re-
ducing the rate of Scottish corporate  tax, which 
would fall by a maximum of 3 percent against 
the prevailing  UK-wide rate. Revenue Scotland 
would gradually assume the functions  currently 
carried out by HMRC, but would also be required 
to boost  revenue from compliance activities by 
GBP250m by the end of the fi rst  term of the fi rst 
independent government. 

 Th e white paper also contains the  following tax 
pledges, among others: 

   Cutting Air Passenger Duty (APD)  by 50 percent 
in the fi rst term, and abolishing the levy when 
public  fi nances allow. 
   Examining how to better target  research and de-
velopment tax relief. 
   Increasing the personal tax  allowance, benefi ts, 
and tax credits in line with infl ation. 
   Scrapping the Westminster Government's  mar-
ried tax allowances proposal. 
   Considering the case for an  increase in the Na-
tional Insurance employment allowance for small  
businesses. 
   Changing the way "green levies"  are paid. 

   According to a manifesto published  by the Scottish 
Government last week, an independent Scotland 
would  be able to design a tax system based upon 
"specifi c Scottish circumstances,  preferences and 
principles." Th e document insists that the process  
of independence itself would not change the tax 
rates paid by Scots,  and argues that, "as Scotland's 
public fi nances are healthier than  those of the UK 
as a whole, there will be no requirement to raise  the 
general rate of taxation to fund existing levels of 
spending."  Th e Scottish Government further claims 
that, with independence, it  would be able to ensure 
that tax revenues from oil and gas support  Scottish 
public services. It has no plans to increase the overall  
tax burden on the oil industry, and would make no 
changes to the fi scal  regime without consultation. 
However, the SNP's assumptions and forecasts  have 
been questioned from many quarters, including the 
UK Government  in London, tax experts and eco-
nomic researchers, as summarized below. 

  UK Government Position And Th e 
Strathclyde Commission  

 Th e UK Government is steadfastly opposed  to in-
dependence, on many grounds, including taxation. 
A report prepared  by the Department for Business, 
Innovation and Skills and released  in 2013 makes 
the case that Scotland benefi ts from a unifi ed cor-
poration  tax regime and a single tax authority, and 
warns of extra costs for  drivers and for alcoholic 
drink producers. 

 Noting recent reductions in UK corporation  tax – 
down from 28 percent in 2010 to 20 percent by 
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2015, the  document argues that this has been made 
possible by the "size and  diversity of the UK econ-
omy and tax base," and that Scottish Government  
promises to reduce the rate in Scotland "cannot be 
guaranteed" given  the intention of retaining a cur-
rency union. Extra compliance rules  will include 
multiple fi lings and the need to apply international  
tax rules, including transfer pricing rules, and busi-
nesses in Scotland  would no longer benefi t from 
tax reliefs. Th ese reliefs include new  "Patent Box" 
rules, above-the-line R&D tax credit, and reliefs  for 
the creative industries. 

 Th e report further warns that Scottish  capital gains 
tax (CGT) legislation may create the potential for 
double  taxation, and that Scotland would have to 
renegotiate value-added  tax (VAT) exemptions with 
the EU on items such as food, children's  clothing, 
and new dwellings. Further, a new heavy goods ve-
hicle (HGV)  charging rule would no longer be cost 
neutral, requiring Scottish  HGV drivers to pay up 
to GBP10 a day to use UK roads, while bringing  
non-commercial vehicles into the UK for longer 
than six months would  incur a registration fee and 
vehicle excise tax. As regards alcohol,  new admin-
istrative systems would have to be set up to pay 
and reclaim  duty each time a product crosses the 
border; new warehouses might  be required either 
side of the border, and products might need to  be 
marked with fi scal duty stamps. 

 Th e document also considers the cost  of setting up 
a new revenue collection body, estimating it to be 
up  to GBP562m. Due to economies of scale, it is 

further estimated that  the body would cost between 
GBP575m and GBP625m per year to run, against  the 
equivalent of GBP302m that HMRC currently incurs 
in Scotland (based  on a per capita cost of GBP57). 

 Yet, in an apparent bid to persuade  the Scots to 
remain part of the UK, the Conservative Party, the 
majority  party in the Westminster Government, has 
sanctioned a new report which  recommends letting 
the Scottish Parliament have full powers over in-
come  tax rates and bands. 

 Th e Strathclyde Commission was set  up last year to 
look at the issues facing the Scottish Parliament,  de-
volution, and its relationship with Westminster, and 
produce ideas  for the future governance of Scotland 
that could be brought forward  in the Conservatives' 
2015 election manifesto. As Lord Strathclyde's  fore-
word to the Commission's report explains, the pro-
posals "are off ered  to the Party in the spirit in which 
they were commissioned –  to provide a Unionist 
perspective on devolution and a direction in  which 
constitutional policy can develop." 

 Strathclyde acknowledges that "conferring  on the 
Scottish Parliament as much freedom as possible 
with regard  to the setting of income tax rates is a 
bold move." However, he stresses  that the proposal 
itself is "a sign of our confi dence in the maturity  of 
the institution." 

 Th e UK as a whole would continue to  play a role 
in determining the income tax paid by Scottish tax-
payers.  Th e report recommends that the defi nition 
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of "income" for the purposes  of the Taxes Acts 
should remain consistent with that in the rest of  
the UK, and that income tax on investments, divi-
dends, and savings  should be a matter for UK min-
isters. Allowances, such as the personal  allowance, 
should continue to be set for the whole of the UK. 
National  insurance, corporation tax, CGT, and in-
heritance tax should stay the  responsibility of the 
UK, it says. 

 Strathclyde regards it as "unfortunate"  that EU law 
prohibits devolution of VAT. He suggests that, as a 
compromise,  there should be a serious examination of 
the case for a share of the  VAT receipts raised in Scot-
land being assigned to the Scottish Parliament.  "Th is 
would mean that Scottish Ministers would get the 
benefi t of  any increase in economic activity in Scot-
land and would thereby reap  a fi scal reward were their 
economic policies to prove eff ective,"  he explains. 

 UK Prime Minister David Cameron was  also en-
thusiastic, stating: "All the mainstream pro-UK 
parties believe  in further devolution, so whilst we 
would want to build consensus  for a set of measures 
and legislation, there is no reason why these  chang-
es shouldn't happen early in the next Parliament. 
We want to  make the Scottish Parliament more re-
sponsible for the money it spends –  these are real 
powers with real consequences. We can now say 
clearly  that, with a No vote [in the independence 
referendum] this September,  Scotland can have the 
best of both worlds; a strong and responsible  Scot-
tish Parliament underpinned by the security of the 
whole United  Kingdom." 

  Tax Proposals Scrutinized And 
Numbers Crunched  

 While prepared to off er Scotland the  carrot of fur-
ther devolved tax powers, the UK Government is 
also working  hard to discredit the independence 
campaign by questioning the veracity  of the SNP's 
economic and fi scal assumptions. For example, the 
UK's  Chief Secretary to the Treasury, Danny Alex-
ander (himself a Scot),  has claimed that if an inde-
pendent Scotland hoped to off set the "economic  
dividend" it would otherwise receive by remaining 
a part of the UK,  it would have to raise the basic 
rate of income tax from 20 to 28  percent. It would 
also have to increase VAT from 20 to 26 percent,  
and duties on alcohol, tobacco and fuel by about 
40 percent. 

 Concerns that the Scottish nationalists'  ambitions 
don't match the probable reality of an independent 
Scotland  are in fact quite widespread. For example, 
a new report published  by the Institute of Char-
tered Accountants Scotland (ICAS) observes  that 
the Scottish Government's white paper provides in-
suffi  cient detail  on how a separate tax system would 
be established and operate, and  how much it would 
cost. ICAS's paper also points out that income levels  
are diff erent between the UK and Scotland, which 
might have implications  for policy and forecasts. 

 Meanwhile, the Law Society of Scotland  has taken 
issue with the proposed Scottish GAAR, urging the 
Scottish  Government to publish extensive guidance 
to ensure clarity. It has  also called for an indepen-
dent advisory panel to provide expertise  on what 
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would constitute tax avoidance under the rules, 
and to act  as an arbiter. Th e Society warns that the 
Scottish GAAR risks being  overly broad, and has 
said that Revenue Scotland should not be allowed  
to sit as "judge and jury" on its own decisions. 

 Furthermore, the Institute of Fiscal  Studies (IFS) 
observes in a briefi ng note published on June 4 that  
while the general aspirations for the Scottish tax sys-
tem are "admirable,"  they are lacking in detail and 
some tax proposals could be problematic.  Th e paper 
notes that plans surrounding the abolition of tax re-
liefs  and exemptions have yet to be fl eshed out. And 
while cuts to corporate  tax and APD could result in 
more economic activity, it is not clear  whether this 
would off set substantial revenue losses. 

 Understandably, many business taxpayers,  espe-
cially those whose markets will straddle the border, 
are apprehensive  at the prospect of dealing with 
two distinct tax systems. Th e Scottish  branch of 
the Confederation of British Industry (CBI Scot-
land) has  been a particularly vocal critic of the in-
dependence movement, warning  that higher costs 
will be the result for businesses that currently  ben-
efi t from a common set of rules. "[I]n the event 
of independence  complex tax rules for cross-border 
trade would have to be drawn up  and could double 
the amount of regulation with which fi rms have 
to  comply," CBI Scotland said in a critique of the 
Scottish Government's  White Paper. 

 Th e assumptions upon which the SNP's  tax 
and spending fi gures are based have also been 

questioned, including  by the independent IFS. Th e 
Scottish Government is projecting that  total spend-
ing in Scotland in 2016/17 would exceed revenues 
by 2.8  percent of national income – slightly greater 
than the 2.4 percent  defi cit currently forecast by 
the Offi  ce of Budget Responsibility  (OBR) for the 
UK as a whole in that year. However, according to 
the  IFS, this fi gure is "signifi cantly more optimis-
tic" than its own forecast  for a 5.2 percent defi cit 
for Scotland that year. 

 In particular, the Scottish Government  has been 
accused by Alexander and other members of the 
Coalition Government  of vastly over-infl ating esti-
mates of tax revenue from oil and gas  production, 
a major Scottish "asset" but a steadily depleting 
resource.  Th e Scottish Government forecasts that 
Scotland will receive GBP6.9bn  in tax revenues 
from off shore oil and gas production in 2016/17. 
However,  the OBR predicts that these revenues will 
be less than half of this  fi gure at GBP2.9bn. Th e 
IFS also points out that public spending per  capita 
in Scotland is "signifi cantly higher" than in the UK 
as a whole,  while tax revenue per head is slightly 
lower, casting doubts on Scotland's  long-term fi scal 
sustainability as hydrocarbon revenues decline and  
the population ages. 

 New research suggests that the Scottish  Govern-
ment's promise to reduce inequality will require "a 
major policy  change," rather than simply exercising 
extra fi scal powers. According  to a report by Stirling 
University academics David Comerford and David  
Eiser, tax-raising powers relating to council tax and 
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the new devolved  Scottish rate of income tax are 
relatively ineff ective at tackling  inequality because 
they cannot target specifi c income groups, but  even 
full fi scal autonomy in an independent Scotland 
would have only  a small impact on inequality. 

 Th e authors explain that when compared  with Nor-
dic countries, Scotland has a gap of 4.7 points on 
the GINI  Coeffi  cient, which is the recognized mea-
surement of income distribution.  However, adding 
GBP0.01 to the upper rate of income tax would 
close  this gap by just 1 percent (equivalent to less 
than a 0.05 reduction  in the GINI Coeffi  cient 
gap), while lowering the additional rate tax  thresh-
old from GBP150,000 per annum to GBP100,000 
would reduce the  gap by only 1.6 percent. 

 Further, the authors warn, policy  changes in an in-
dependent Scotland could trigger migration due to  
Scotland's high degree of integration with the rest 
of the UK. A GBP0.01  increase in the basic rate of 
income tax could see revenue fall from  GBP320m to 
GBP210m, while a GBP0.01 rise in the upper rate 
could see  revenue slashed from GBP40m to GBP2m. 

  Scotland And Th e EU  
 Another issue creating huge uncertainty  for business 
is an independent Scotland's position with regards 
the  EU. Th e Scottish Government's white paper 
identifi es that full EU  membership is in Scotland's 
best interests, but an independent Scotland  would 
have to renegotiate membership, which is unlikely 
to be either  a smooth or quick process with new 
terms potentially leaving it worse  off . 

 As CBI Scotland has observed, even  if an indepen-
dent Scotland did eventually re-join the EU – which  
European Commission President Manuel Barroso 
has said would be "extremely  diffi  cult, if not impos-
sible" – there would be "signifi cant  business uncer-
tainty and loss of trade in the interim period." 

 "Scotland will not be able to pick  and choose the 
terms of its membership and is likely to be asked 
to  commit to joining the Euro, the Schengen visa 
area and play a full  part in a Banking Union, which 
could undermine the stability of fi nancial  centers 
in Scotland and the UK – these terms do not apply 
to  the UK," CBI Scotland warns. 

 Other UK protections at risk include  VAT exemp-
tions on products like children's clothes. Indeed, 
amid uncertainty  about the impact on the Scot-
tish VAT regime of Scotland's ambition  to achieve 
greater fi scal autonomy from the UK, the Euro-
pean Commissioner  for enlargement, Štefan Füle, 
has said that an independent  Scotland would be 
required to install a positive rate of VAT on certain  
goods that uniquely benefi t from a concessionary 
zero rate in the  UK. 

 Scotland would no longer be allowed  to apply the 
UK's zero rate on clothing and footwear for chil-
dren,  books, equipment for disabled persons, and 
ship repairs and maintenance,  he said. It would in-
stead have to follow EU rules set out in 1991  if it 
remained inside the EU VAT area. However, there 
is considerable  uncertainty about whether Scotland 
would have to leave the Union and  reapply, having 
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a potentially considerable impact on its VAT poli-
cies.  Th is would be dependent on whether the UK 
supports the nation's eff orts,  which seems unlikely; 
Prime Minister Cameron has previously said that  
Scotland would have to act alone on its status with 
the EU if it were  to break away from the UK. 

 Füle has indicated that an independent  Scotland 
that remains in the EU VAT area must comply with 
its rules  on VAT rates, as with any other new mem-
ber state. Th e Scottish referendum  is some months 
off , and, if independence is approved, an offi  cial  
decision on the zero rate derogation is likely only 
to be announced  thereafter. 

  Conclusion  
 Th e purpose of this article isn't  to take one side 
or the other in the Scottish independence debate.  
However, it is diffi  cult not to draw the conclusion 
that an independent  Scotland, and indeed a United 
Kingdom with a range of separate tax  powers for 
Scotland, is an undesirable one for many taxpay-
ers, especially  businesses with interests either side of 
the border. Accounting for  tax under two systems is 
only going to make tax administration more  com-
plicated and expensive for such companies, while 

there is potential  for much uncertainty over the ex-
tent of Revenue Scotland's and HMRC's  powers 
in Scotland, as well as the interaction between the 
broadly  defi ned Scottish GAAR and the narrower 
UK equivalent. Th ere are also  deep concerns that 
the Scottish Nationalists have their economic and  
fi scal calculations wrong, and it seems that if the 
warnings around  future revenue and spending levels 
turn out to be true, there could  be severe repercus-
sions for future Scottish governments and taxpayers. 

 So far the SNP has brushed off  these  concerns as 
scaremongering by the anti-independence lobby. 
However,  there remain many questions that haven't 
been satisfactorily answered  by the Scottish Nation-
alists, and these are the sorts of concerns  that could 
deter rather than encourage investment in Scotland 
and  indeed the UK as a whole. 

 ENDNOTES

   1   http://www.legislation.gov.uk/ukpga/2012/11/con-

tents/enacted   
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business/Bills/70929.aspx   

   3   h t t p : / / w w w . s c o t l a n d . g o v . u k / P u b l i c a -
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ISSUE 83 | JUNE 12, 2014NEWS ROUND-UP: CORPORATE TAXATION

   Japanese Corporate Tax Cut 
Increasingly Likely 

 Prime Minister Shinzo Abe's plan to  reduce Japan's 
corporate tax rate in the 2015 fi scal year has been  
agreed by the ruling Liberal Democratic Party's 
(LDP) tax panel, providing  the Government can 
fi nd funding to cover the consequent fall in tax  rev-
enue and as long as it continues to pursue its fi scal 
defi cit target. 

 Th e Government's own tax panel recently  indicated 
that Japan's eff ective corporate tax rate of up to 36 
percent  should eventually be reduced to 25 percent, 
with an initial cut of  2 to 3 percent to be made from 
April 2015. It is hoped that a more  internationally 
competitive corporate tax rate would immediately 
encourage  investment by both domestic and foreign 
companies, and thereby boost  growth in the economy. 

 Th e LDP panel's agreement to the proposal  will 
mean that the Government will now be able to in-
clude such a corporate  tax cut in its fi scal frame-
work for the 2015 fi scal year, which is  due to be 
disclosed this month. However, fi nal corporate tax 
reform  details, probably allying the tax reduction 
with a broadening of the  tax base by restructur-
ing existing tax breaks, will still need to  be worked 
out in the next few months so that they can be an-
nounced  by the end of this year. 

 Following the LDP panel's further  deliberations, 
the Government is now also expected to re-confi rm 

its  intention that Japan should return to a primary 
fi scal balance (not  including debt-servicing costs) 
in 2020. 

 Given that only some 30 percent of  Japanese fi rms 
currently pay corporate tax, due to previous loss-
es,  the LDP panel is expected to also push for the 
adoption of its earlier  recommendation. It said that 
tax revenues could be made more stable  in down-
turns if Japan's corporate tax code changed, at least 
in part,  from a profi t-based system to a size-based 
system. Th is would likely  be based on the size of a 
company's workforce and capital. 

   Spain Plans To Cut Corporate 
Tax Rate 

 Spanish Prime Minister Mariano Rajoy  has un-
veiled plans to cut the corporate tax rate from 30 
percent to  25 percent to increase the competitive-
ness of domestic companies. 

 Th e tax reduction will come into eff ect  on January 
1, 2015, and will be implemented in two stages, 
the prime  minister said. Th e measure is part of a 
stimulus package worth EUR6.3bn  (USD8.57bn). 

 Rajoy also said that the government  plans not to 
increase the headline value-added tax (VAT) rate, 
which  currently stands at 21 percent. 

 Th e Prime Minister's announcement  follows a state-
ment issued by the International Monetary Fund 
(IMF)  on May 27, 2014, in which the organization 
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said that Spain had "turned  the corner." Among 
other things, it proposed a reduction in Spain's  
corporate tax rate. It also said that there is room to 
increase indirect  tax revenues, stating: "Raising ex-
cise duties and environmental levies,  and gradually 
reducing preferential treatments in the VAT, would 
bring  Spain's collection eff ort more into line with 
its European peers." 

 In its concluding remarks, the IMF  also urged the 
authorities to broaden the income tax base by re-
ducing  exemptions and special treatment for cer-
tain categories of taxpayers. 

   US Business Sees Tax Rate Cut 
As Solution To Inversions 

 Th e businesses and associations that  make up the 
RATE (Reforming America's Taxes Equitably) Co-
alition have  written to Ron Wyden (D – Oregon), 
Chairman of the Senate Committee  on Finance, 
and Orrin Hatch (R – Utah), its Ranking Member,  
to insist that the solution to US corporate tax inver-
sions lies in  reforming its "uncompetitive tax code." 

 Corporate inversions have been used  by US com-
panies when bidding for (generally smaller) foreign 
companies  as a means of moving away from the 
high American 35 percent corporate  tax rate. Under 
current law, a company that merges with an off shore  
counterpart can move its headquarters abroad (even 
though management  and operations remain in the 
US), and thereby take advantage of lower  taxes as 
long as at least 20 percent of its shares are held by 
the  foreign company's shareholders after the merger. 

 Bills introduced into the US Congress  would fol-
low closely a proposal made by President Barack 
Obama in  his 2015 budget proposals to restrict 
corporate inversions by putting  the minimum for-
eign shareholding at 50 percent. 

 However, the letter from the RATE  Coalition points 
out that the above proposal to restrict the practice  
of inversions "will be counterproductive and fail to 
address the real  issue – the US's outdated and un-
competitive tax code. Since  1986, America's federal 
corporate tax rate has remained at a standstill –  35 
percent – while other nations have continuously 
lowered theirs  to compete for jobs and growth. In-
deed, the weighted average corporate  tax rate of the 
OECD nations is now 25 percent – a full 10 points  
lower than that of the US. … Th is is [the] ultimate 
source  of the inversion phenomenon." 

 Th e Coalition believes that "short-term  solutions 
are shortsighted and protectionist, and will surely 
drive  investment overseas and cause venture capital 
to look outside the  US before starting a company. 
Any true tax reform must also address  the underly-
ing issues, not just the symptoms." 

 It concludes that the time has come  for revenue-
neutral US tax reform to bring down the corporate 
tax  rate: "Th e data show that approximately 50 in-
versions have occurred  up to last year. Since 2011 
alone, 20 have taken place; most of those  were done 
through mergers. Furthermore, these companies 
are no longer  moving to so-called tax havens; in-
stead they are re-domiciling in  countries like the 
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United Kingdom and Canada, whose tax codes are  
more modern, effi  cient, and competitive." 

   France Clarifi es Tax Impact Of Re-
sponsibility Pact 

 Th e French Finance Ministry has confi rmed  that 
new measures contained in the nation's Respon-
sibility and Solidarity  Pact will combine with the 
existing tax rebate for competitiveness  and employ-
ment (CICE) to reduce the cost of labor, cut direct 
taxes,  and simplify administrative procedures. 

 Th e CICE tax credit available in 2013  and 2014, 
coupled with the employers' social contribution 
cuts, available  through the pact in 2015 and 2016, 
will provide labor cost cuts for  businesses worth 
about EUR30bn (USD40.8bn), or EUR450 per 
month per  minimum wage worker, the Finance 
Ministry said. 

 Meanwhile, the pact abolishes the  corporate social 
solidarity contribution (C3S) over three years from  
2015, currently imposed on fi rms with annual 

turnover in excess of  EUR760,000. Th e measure 
is expected to benefi t an estimated 200,000  enter-
prises from 2015. Furthermore, the pact lowers the 
rate of corporation  tax from 33 percent to 28 per-
cent by 2020, the Ministry noted. 

 Finally, the pact reduces employee  payroll contribu-
tions for workers earning below EUR1,500 net per 
month  from January 1, 2015. It also lowers income 
tax for over three million  households earning less 
than EUR1,200 net per month, and will exempt  
1.8 million of these persons. 

 Th e tax cuts will increase purchasing  power, improve 
competitiveness, create approximately 500,000 
jobs,  and boost growth by about 0.6 percent of 
gross domestic product (GDP),  the Ministry said. 

 A fi rst wave of measures present in  the Pact will be 
included in the retroactive social security fi nance  
bill for 2014 ( PLFSS pour 2014 ), which will be de-
bated  by the French National Assembly at the end 
of June.  
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ISSUE 83 | JUNE 12, 2014NEWS ROUND-UP: BUDGETS

   Pakistani Budget Targets Larger 
Taxpayer Base 

 Th e Pakistan Government has presented  to parlia-
ment the nation's 2014/15 Budget, which includes 
proposals  aimed at boosting tax compliance rates, 
increasing progressive direct  taxes, and lowering the 
burden of indirect taxes. 

 Th e Budget proposes to reduce the  corporate tax 
rate by 1 percent to 33 percent in the 2015 tax year.  
It proposes to cut the rate to 20 percent for invest-
ment in a new  industrial undertaking, construc-
tion, or housing project, set up by  June 30, 2017, 
provided that at least 50 percent of the project cost  
(including working capital) is provided by foreign 
investors. Meanwhile,  an alternate corporate tax 
(ACT) of 17 percent is proposed to close  loopholes. 
Companies shall be taxed under ACT or corporate 
tax, whichever  is higher. 

 Next, the Budget proposes to increase  the capital 
gains tax on securities from July 2014. Th e rate will  
rise to 12.5 percent for shares held for up to 12 
months, and will  remain at 10 percent for shares 
held for between 12 and 24 months.  Shares held 
for longer than two years will be exempt. Th ese 
rates  are signifi cantly lower than the 17.5 percent 
rate previously proposed. 

 In addition, the Budget proposes to  repeal the na-
tion's income support levy imposed on certain as-
sets,  raise the duty on cigarettes, and raise taxes on 

international air  travel. Th ere will be advance tax of 7.5 
percent on monthly electricity  bills above PKR100,000 
(USD1,015) to increase taxes on the rich. 

 Th e Government hopes to encourage  tax compli-
ance by introducing higher rates on non-compliant 
persons,  including advance tax rates on non-tax fi l-
ers on interest income and  dividends, immovable 
property, cash withdrawals, and car registrations. 

 Finally, the bill proposes the introduction  of a min-
imum import duty tariff  of 1 percent. Petroleum 
products,  fertilizers, and foodstuff  will continue to 
be taxed at the zero rate,  however. 

   Indian Businesses Call For 
Tax Certainty From Budget 

 On June 6, 2014, India's Finance Minister,  Arun 
Jaitley, held a pre-budget consultation meeting 
with representatives  from trade and industry bod-
ies, which urged the Government to introduce  pre-
dictable tax policies to foster greater confi dence in 
India as  a place to invest and do business. 

 In particular, the industry and trade  bodies urged 
the Government to not give retrospective eff ect to 
tax  laws as it hurts business sentiment and discour-
ages foreign investment.  Instead, they called for 
credible policies, continuity, and clearer  laws. 

 Th e Confederation for Indian Industry  (CII) 
pressed for an amendment to the Income Tax Act to 
reverse the  retrospective amendment in the dispute 
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with Vodafone, and called to  an end to such poli-
cies. "A simple, transparent and non-adversarial  
tax regime bereft of complexities and ambiguities 
would go a long  way to strengthen business senti-
ment and restore faith of the foreign  investor in the 
India growth story," the Confederation stated. 

 Ajay Shriram, the CII's President,  said at the meet-
ing: "At a time when the Indian economy is strug-
gling  to regain its growth momentum and invest-
ment sentiment is weak, frequent  and retrospective 
changes in tax laws, which are ambiguous and open  
to wide interpretation, should be avoided to restore 
investor confi dence." 

 "A pro-growth budget which makes a  bold statement 
on reforms would go a long way to eff ect a turn-
around  in sentiment and mark a return to growth. 
Th e economy is at an infl exion  point and is awaiting 
remedial action. CII is looking for Credibility,  Con-
tinuity, and Clarity from the Budget," he said. 

 Commenting on the introduction of  a general anti-
avoidance rule (GAAR), Shriram said: "CII's ini-
tial  position was that we don't need a GAAR in the 
proposed form as there  are a number of 'grey areas,' 
which need to be removed before its  implementation. 
Its introduction in 2015 in its present form would  
exacerbate uncertainty and dissuade foreign inves-
tors for making India  a 'gateway' for investment." 

 Other attendees at the meeting agreed,  and the 
Government was told that the GAAR should be 
deferred for at  least three years. Th ey also called 

for Indian authorities to continue  fi scal consolida-
tion eff orts and push for the implementation of the  
goods and services tax. 

 The Government said that it had heard  the mes-
sage from business groups that greater transpar-
ency and clarity  is needed in tax laws, especially 
those relating to transfer pricing,  and noted 
calls for an exemption from minimum alternate 
tax (MAT)  for dividends to encourage the re-
patriation of income by foreign subsidiaries  of 
Indian companies. 

 Th e meeting was attended by senior  offi  cials from 
the Ministry of Finance and representatives from 
the  Federation of Indian Chambers of Commerce 
and Industries, the Associated  Chambers of Com-
merce and Industry of India, and the National 
Association  of Software and Services Companies, 
among others. 

   India Urged To Boost Perks For 
Special Economic Zones 

 The Indian Ministry of Industry and  Com-
merce is hoping to restore a number of tax con-
cessions for special  economic zones (SEZs) in 
the upcoming budget. 

 Th e Ministry said it would call on  the Govern-
ment to reintroduce an exemption for developers 
and business  units operating in the SEZs from the 
minimum alternate tax (MAT) and  dividend distri-
bution tax (DDT). Th ese were introduced on com-
panies  based in SEZs in the 2011/12 Budget. 
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 On June 8, 2014, the Associated Chambers  of Com-
merce and Industry of India (ASSOCHAM) called 
on the Government  to support the withdrawal of 
the two levies to "regain the trust of  domestic and 
global investors." 

 "If immediate action is taken by implementing  
these corrective measures it would restore investor 
confi dence and  bring back SEZs to the forefront of 
economic and industrial development,"  said D. S. 
Rawat of ASSOCHAM, while releasing a report en-
titled  Suggestions  to Revive Special Economic Zones . 

 SEZs in India off er a number of tax  incentives, in-
cluding temporary tax holidays and import duty 
waivers,  but uncertainty concerning tax perks for 
the zones and the current  tax burden is said to be 
stifl ing investment. 

   Corporate Tax Cut In 
Bangladesh Budget 

 Bangladesh has outlined plans to slash  the corpo-
rate tax rate and increase the tax burden on affl  uent 
taxpayers  in its 2014/15 Budget. 

 Th e corporate tax rate for non-listed  companies is pro-
posed to be lowered from 37.5 percent to 35 percent.  
It is also proposed to reduce the minimum turnover 
tax rate from 0.5  percent to 0.3 percent. A reduction 
in the tax rate from 37.5 percent  to 25 percent is 
planned for autonomous bodies (organizations). 

 Th e Budget proposes to increase the  income tax 
rate from 25 percent to 30 percent for high income 

taxpayers  having an annual income of more than 
BDT4.42m (USD570,000). It also  proposes to 
increase the tax exempt income threshold for cer-
tain categories  of taxpayers: for women and senior 
citizens aged over 65 years from  BDT250,000 to 
BDT275,000; from BDT300,000 to BDT350,000 
for disabled  persons; and to BDT400,000 for war-
wounded freedom fi ghters. 

 In the property sector, Finance Minister  Muhith's 
Budget proposes greater transparency in the pro-
cess of house  rent collection, and the transition to a 
fl oor-size based advance  tax on property instead of 
a value-based regime in affl  uent areas. 

 With a view to creating an investor-friendly  environ-
ment for industry, for new industrial entrepreneurs, 
the Budget  proposes to extend existing tax holidays 
from June 2015 to June 2019,  and to reinstate an 
alternative accelerated depreciation incentive. 

 As part of its environment tax plan,  the Budget pro-
poses to impose a 1 percent environment protection 
surcharge  or green tax on an  ad valorem  basis on all 
kinds  of products manufactured in Bangladesh by 
polluting industries. 

 Th e tax exemption limit for the agriculture  sector 
is proposed to be increased from BDT50,000 to 
BDT200,000. 

 To encourage the export sector, taxes  at source on 
exporters are proposed to be reduced across the 
board  until at least June 30, 2015. Th e Government 
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plans to introduce modern  customs management 
techniques and tools from the very beginning of  
2014/15 to prevent misdeclaration, under- and 
over-invoicing, and  money laundering. 

 Th e supplementary duty rates on 40  basic raw ma-
terials will fall from either 10 or 25 percent to 5 
percent.  Th e customs duties on 14 items used in the 
manufacture of anti-cancer  drugs and medicines 
are proposed to be fully exempted. Certain medical  
equipment will receive import duty exemptions. 

 Customs duties of 10 and 25 percent  on the raw 
materials used in domestic paper, glass and ceram-
ics, rubber,  furniture, paint, electrical, and plastic 
industries will be lowered  to 5 and 10 percent, re-
spectively. Navigation lights, broadcasting  equip-
ment, and fi re extinguishers will face a 5 percent 
rate. Likewise,  the textile sector will benefi t from a 

reduction in the cost of a  few raw materials used as 
inputs to 5 percent. 

 Lastly, a 1 percent health development  surcharge 
will be levied on all imported and domestically pro-
duced  tobacco products. 

 In his budget speech, Muhith discussed  at the outset 
some of the steps taken so far to transform the National  
Board of Revenue into a modern service-oriented or-
ganization. Th ese  steps have included simplifi cation of 
income tax return forms; the  introduction of an e-pay-
ment and e-fi ling system; the opening of information  
and service centers for taxpayers; and setting up a trans-
fer pricing  cell to prevent tax evasion, among others. 

 Further administrative measures are  included in the 
Budget, including a change to existing rules con-
cerning  the selection of tax/VAT returns for audit.  
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ISSUE 83 | JUNE 12, 2014NEWS ROUND-UP: US TAX REFORM

   Hearings Planned To Fix US's 
'Broken' Tax Code 

 US Senate Finance Committee Chairman  Ron Wyden 
(D – Oregon) and its Ranking Member Orrin Hatch 
(R –  Utah) have attempted to reinforce their commit-
ment to comprehensive  tax reform by announcing a se-
ries of committee hearings to examine  particular issues. 

 Th e fi rst hearings are to be held  this summer, and 
will include one on education tax incentives in 
June,  and one on identity theft and one on taxpayer 
privacy protection in  July. Another will focus on 
modernizing corporate taxation. 

 "Th is summer, the Senate Finance Committee  will 
forge ahead with hearings that examine reforming 
the broken,  dysfunctional tax code in areas ranging 
from taxpayer privacy protection  to education to 
corporate taxation," Wyden and Hatch said. 

 "When it comes to tax policy, comprehensive  tax re-
form is our ultimate objective, and we are committed to 
using  these hearings as the building blocks to that goal," 
they added. "Th ese  hearings will provide the commit-
tee with the information necessary  to create a simplifi ed 
tax code that promotes long-term growth and  ensures 
economic prosperity for the American people." 

   CBO Estimates 4m Will Pay 
Obamacare Penalties 

 Four million US taxpayers will be  forced to pay 
USD4bn in Aff ordable Care Act (ACA) individual 

mandate  non-compliance penalties to the Internal 
Revenue Service (IRS) in  2016, increasing to US-
D5bn annually in 2017–24, according to  a new re-
port from the Congressional Budget Offi  ce (CBO) 
and the Joint  Committee on Taxation (JCT). 

 Within the provisions of the ACA,  most Americans 
will be required to maintain "minimum essential" 
health  insurance coverage, and employers will be 
encouraged to off er that  health coverage. Th ose 
individuals and employers who do not comply  
with these mandates – the individual "employee 
mandate" and  "employer mandate" – are to make 
"shared responsibility" payments,  or tax penalties, 
to the IRS. 

 While there has been much political  discussion on 
delays being agreed to employer responsibility pen-
alties  to 2015, or even 2016 for certain businesses, 
it has continued to  be confi rmed that the individu-
al mandate, and the assessment of its  tax penalties, 
will still apply this year. 

 For individuals, the tax penalty will  be equal to the 
greater of USD95 plus USD47.50 per child, or 1 
percent  of their taxable income up to the average na-
tional cost of getting  basic insurance coverage for all 
family members, whichever is the  greater. In 2015, the 
calculation will be USD325 or 2 percent, and  from 
2016 onwards it will be USD695 or 2.5 percent. 

 It was calculated by the Tax Policy  Center earlier this 
year that, for a single person who has enough  income 
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to fi le a tax return in 2014, the penalty can be as little  
as USD95 or as much as USD3,600, depending on 
income. However, for  families, the penalty is much 
larger – a couple with two children  could owe be-
tween USD285 and USD11,000, before increasing 
to a much  higher level in subsequent years. 

 Following the CBO/JCT report entitled  "Pay-
ments of Penalties for Being Uninsured Under the 
Aff ordable Care  Act: 2014 Update," Orrin Hatch 
(R – Utah), Ranking Member of  the Senate Fi-
nance Committee, stated it has shown "the conse-
quences  of Obamacare's big government mandates 
on American pocketbooks. Th e  passage of this law 
with its 21 new taxes, tallying more than USD1  tril-
lion, marked one of the biggest tax hikes on Amer-
ica families  and businesses in our nation's history. 
Under the onerous individual  mandate alone, mil-
lions of Americans are now expected to pay up to  
USD46bn more in penalties over the next decade." 

 In addition, Americans For Tax Reform  has pointed 
out that "the CBO data also show that the majority 
of  those liable for the tax are part of low-to-middle 
income households,  a clear violation of President 
Obama's promise against 'any form of  tax increase' on 
Americans making less than USD250,000 per year." 

 It is noteworthy that, while the CBO  and JCT 
had previously estimated that the ACA's overall 
eff ect would  be to reduce US federal defi cits, they 
have now declined to provide  such an estimate as 
there have been changes made to the incidence  
of the Act, particularly the delay to the employer 

mandate and various  carve outs from the individ-
ual mandate, such as the "hardship exemption"  
now also extended to those who had their previ-
ous insurance cancelled. 

   Legislation Introduced To Bolster 
US Health Savings Accounts 

 Americans for Tax Reform (ATR), a  low-tax advo-
cacy organization representing taxpayers, has con-
fi rmed  its support for a new bill introduced in the 
US House of Representatives  by Michael Burgess 
(R – Texas), the Vice Chairman of its Energy  and 
Commerce Subcommittee on Health, to make tax-
advantaged health  savings accounts (HSAs) more 
readily available to individual taxpayers. 

 HSAs are generally used to pay for  out-of-pocket 
medical expenses that are not covered by health in-
surance  plans, which usually cover large and/or unex-
pected health events.  Contributions under an HSA, 
other than employer contributions, are  deductible 
on the individual's return, whether or not the tax-
payer  itemizes deductions, while employer contribu-
tions are not included  in taxable income. Interest or 
other earnings on the assets in the  account are tax 
free, and distributions from an HSA that are used  to 
pay qualifi ed medical expenses are also not taxed. 

 According to current Internal Revenue  Service 
rules, a taxpayer can fund an HSA only if he or she 
also holds  an insurance plan that can carry a maxi-
mum annual contribution limit  of USD6,350, if it 
covers only one person, or up to USD12,700 for  a 
family (indexed annually with infl ation). 
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 ATR noted that Burgess's bill, the  Health Savings 
Act of 2014, would increase HSA contribution lim-
its  to match the maximum limit on HSA-qualifi ed 
insurance plans; would  allow taxpayers to use HSAs 
not only for short- and intermediate-term  medical 
needs, but also as a longer-term health retirement 
account;  and introduce the creation of Child HSAs. 

 In addition, while also permitting  mandatory retire-
ment account withdrawals to be deposited tax-free  into 
HSAs, the Act would give HSAs the same bankruptcy 
protection  as retirement accounts. A bankruptcy settle-
ment cannot currently access  retirement savings, and the 
proposal would extend this protection  to HSAs as well. 

 Burgess added that "one of the most  fundamen-
tal criticisms of the President's health law is 

that it robs  Americans from freedom of choice 
in their healthcare. This bill would  be a small 
but important step towards giving people back 
those freedoms." 

 He acknowledged Dr. Ben Carson, the  retired neu-
rosurgeon and potential Republican presidential 
candidate,  as an inspiration for his legislation. "Th e 
most important advantage  of an HSA is personal 
empowerment," Carson has said. "When you con-
trol  your healthcare dollars, you decide which doc-
tors you see, what care  to get, and at what price. 
Expanding HSAs is not the only solution  to saving 
our healthcare, but it is a big step in the right direc-
tions  because HSAs put the most important person 
in control of your healthcare –  you."  
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   Guernsey Seeks Equal Rules On 
Benefi cial Ownership Disclosure 

 Guernsey has responded to the announcement  in 
the Queen's Speech that legislation will be tabled 
in the UK to  create a central public register of ben-
efi cial ownership. 

 Th e Chief Executive of Guernsey Finance,  Fiona Le 
Poidevin, said Guernsey continues to seek a level 
playing  fi eld on the publication of benefi cial own-
ership information, pointing  out that Guernsey al-
ready requires corporate service providers to  keep 
records on benefi cial ownership. 

 Le Poidevin said: "Th e UK Government  has been 
speaking about some kind of register of benefi cial 
ownership  for a little while now and so, whilst this 
announcement is not a surprise,  it is nevertheless a 
very interesting development." 

 "In Guernsey, we will continue to  monitor the pre-
cise details of the situation and assess how it devel-
ops  in light of the fact that both the EU and the US 
are proposing their  own versions, with variation on 
the types of entities covered and  who has access to 
the information. For example, the UK and EU are  
proposing public registers whereas the US is con-
sidering a register  which can only be accessed by 
certain relevant authorities." 

 "Th e European model has already raised  concerns 
among potential clients around the world who 

– quite  legitimately – want their aff airs to remain 
confi dential. Interest  groups in the UK have also 
expressed their fears that a public register  might 
damage business prospects, pose a security issue, 
raise questions  about data privacy, and have human 
rights implications." 

 "Guernsey already regulates its corporate  service 
providers who are required to keep records on ben-
efi cial ownership,  and so we believe that we are in 
many ways ahead of the curve. We  welcome the 
moves of other jurisdictions to enhance their re-
gimes,  but we and other like-minded territories be-
lieve that the most eff ective  route forward is for the 
development of a truly global level playing  fi eld on 
benefi cial ownership." 

 "We will watch with interest the progress  of all in-
ternational proposals and continue to review our 
action plan  on benefi cial ownership, which was 
published in June last year, in  this context." 

   Switzerland Enacts Law 
To Support FATCA 

 Th e Swiss Federal Council has decided  to bring 
the Act implementing the US Foreign Account 
Tax Compliance  Act (FATCA), together with the 
ordinance on disclosure obligations,  into force on 
June 30, 2014, to ease Swiss fi nancial institutions'  
implementation of the new disclosure rules. 

 Th e Swiss parliament approved the  Act in September 
2013, at the same time as it approved the FATCA 
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intergovernmental  agreement (IGA) between Swit-
zerland and the US, which came into force  on June 
2, 2014, through an exchange of notes. 

 Th e FATCA IGA simplifi es matters for  Swiss fi nan-
cial institutions in their compliance with the US 
FATCA,  which covers deposits held on behalf of US 
persons. FATCA implementation  in Switzerland will 
be facilitated by a Model Two IGA, which requires  
Swiss fi nancial institutions to disclose account de-
tails directly  to the US tax authority with the consent 
of the US clients concerned.  Th e US will have to 
request data on any recalcitrant clients through  the 
normal administrative assistance channels. 

 Meanwhile, the Federal Council is  seeking to switch 
to Model One, which provides for the automatic 
exchange  of information through a centralized au-
thority. To this end, it approved  the draft mandate 
for negotiations with the US on May 21, 2014. 

 Worldwide implementation of FATCA  will com-
mence on July 1, 2014. 

   Insurers Seek Eased Reporting 
Obligations From OECD 

 Th e Global Federation of Insurance  Associations 
(GFIA) has called for a revision to the OECD's draft  
commentaries on its new common reporting stan-
dard (CRS) to relax rules  on the treatment of pre-
existing cash value insurance and annuity  accounts. 

 Th e GFIA argues that: "Pre-existing  cash val-
ue insurance and annuity contracts should be 

excluded from  the scope of CRS to ensure a rea-
sonable and proportionate compliance  burden 
relative to the very low level of tax evasion risk 
these policies  present." 

 It added: "Given the long term nature  of life in-
surance, contracts may extend for more than 60 
or 70 years.  As a result, contracts and admin-
istration systems for pre-existing  life insurance 
policies and annuities may have been designed 
many  years ago, prior to any systems for the au-
tomatic exchange of information.  Accordingly, 
the information necessary to identify a foreign 
tax person  is often not available for review, as ex-
isting systems were not designed  to capture and 
store this data or to permit an electronic search 
of  such data. Furthermore, the number of poli-
cies in force makes any  manual searching practi-
cally impossible." 

 "In practice, in order to make a determination  of a 
policyholder's tax residence status, insurers would 
be required  to ask for new and additional informa-
tion from policyholders. Th is  would be very bur-
densome and impractical." 

 Under the CRS, a pre-existing annuity  contract falls 
outside the scope of the rules if the reporting fi -
nancial  institution is "eff ectively prevented by law" 
from selling the contract  to a resident of a report-
able jurisdiction. In this regard, the GFIA  has said 
that the wording should be amended in this section 
to provide  a waiver to institutions for policies sold 
to the domestic market. 
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 "If, despite the above concerns, the  proposed 
amendment of the 'eff ectively prevented by law' re-
quirement  is not possible, GFIA believes that, at 
the very least, application  of the residence address 
rule under Section III B.1 of the CRS should  be 
further relaxed to take account of the specifi c prac-
tical diffi  culties  for older insurance contracts." 

 In its concluding comments, the GFIA  also ex-
pressed concerns about the challenges of achieving 
concurrent  compliance with anti-money launder-
ing (AML) or know-your-customer  (KYC) rules 
and the recommendations issued by the Financial 
Action  Task Force (FATF). 

 "Where the local AML/KYC rules are  inconsis-
tent with FATF Recommendations currently, it 
is practically  impossible for fi nancial institutions 
to implement AML/KYC procedures  based on 
the FATF Recommendations as well as the local 
AML/KYC procedures  solely for the purpose of 
complying with the CRS. In this case, the  AML/
KYC procedures under local laws and regula-
tions in the FATF member  jurisdiction should 
be considered consistent with FATF Recommen-
dations,"  it concluded. 

   IRS Issues Its First FATCA 
Financial Institutions List 

 Around 77,000 banks and other foreign  fi nancial 
institutions (FFIs) have already registered with the 
US  and received a global intermediary identifi ca-
tion number (GIIN), to  comply with the Foreign 
Account Tax Compliance Act (FATCA), as shown  

in the fi rst list published by the Internal Revenue 
Service (IRS)  on June 2, 2014. 

 FATCA, enacted by the US Congress  in 2010, is 
intended to ensure that the US obtains information 
on  accounts held at FFIs by US persons. Failure by 
an FFI to disclose  information on their US clients 
will result in a requirement to withhold  30 percent 
tax on payments of US-sourced income. 

 FATCA will go into operation on July  1 this year, 
but, with regard to its reporting, due diligence and  
withholding provisions, and so as to facilitate an 
orderly transition,  the IRS is to refrain from rigor-
ously enforcing many of its requirements  in calen-
dar years 2014 and 2015, as long as FFIs are mak-
ing a good-faith  eff ort to achieve compliance, such 
as completing their FATCA registration,  where 
necessary, and obtaining a GIIN. 

 Th e IRS has published the fi rst FFI  list on its website, 
and included a link to a search and download  applica-
tion to ensure ease of use. In addition, a user guide has 
been  posted online to explain the features provided. 

 Th e FFI list can be downloaded in  its entirety or 
searched for specifi c information (FFI name, GIIN  
or country). Withholding agents may rely on an 
FFI's claim of FATCA  status based on checking the 
payee's GIIN against the published FFI  List. 

 A cumulative updated FFI list will  now be posted 
monthly that will contain the names of all FFIs 
that  have completed FATCA registration with 
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the IRS and obtained a GIIN  up to five business 
days before the end of the previous month. The  
first updated list will be posted by the IRS on 
July 1. 

 FFIs are still advised to refer to  the FATCA reg-
ulations and other FATCA guidance for the rules 

concerning  the need to identify and document ac-
count holders and payees; the  need to withhold 
on withholdable payments (including transitional  
rules); and the need to report information to the 
IRS (or to the tax  authority of a Model 1 intergov-
ernmental agreement jurisdiction) concerning  cer-
tain accounts and payees.  
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   Sino–US Solar Trade Dispute 
Set To Escalate 

 On June 3, in the teeth of opposition  from the Chi-
nese Ministry of Commerce (MOFCOM), the US 
Department  of Commerce (DoC) made a prelimi-
nary decision to impose further anti-subsidy  counter-
vailing duties (CVDs) against imports of solar prod-
ucts from  China and Taiwan, with anti-dumping 
duties also expected to be announced  next month. 

 Th e value of US imports of solar cells  from Chi-
na increased from USD639.5m in 2009 to some 
USD3.1bn in 2012,  provoking US rulings in De-
cember 2012 that imposed duties averaging  about 
31 percent on panels made from Chinese solar cells. 

 However, it was alleged at the end  of last year that 
Chinese companies have been avoiding those du-
ties  by assembling panels from solar cells produced 
elsewhere, especially  in Taiwan, even if those cells 
are put together from components originating  in 
China. A petition by SolarWorld America Indus-
tries, Inc., the largest  manufacturer of solar power 
systems in the US, stated that China is  therefore 
still continuing to sell below production cost in the 
US  market to seize market share. 

 Th e DoC has now imposed a ruling which  assesses 
tariff s of up to 35 percent on those imports of solar 
products,  while also expanding the categories of so-
lar products subject to duties.  Anti-dumping duties 
are also expected to be announced next month. 

 SolarWorld praised the DoC's decision  as a "strong 
win for the US solar industry." With the allegation 
that  government subsidies enable Chinese produc-
ers to sell at artifi cially  low prices, Mukesh Dulani, 
its President, said that the company "looks  forward 
to the end of illegal Chinese government interven-
tion in the  US solar market." 

 Others in the renewable energy sector  have not been 
convinced, and have pointed to the future eff ect on  
the US solar market. Environmentalists are disap-
pointed with this  decision because lower cost solar 
panels would make solar energy more  competitive 
compared with fossil fuels. Th ey have noted that 
more  US jobs could be created on the installation 
side if solar panel uptake  increases. 

 Th e Coalition for Aff ordable Solar  Energy (CASE) 
responded to the DoC's decision by stating: "We are  
deeply disappointed in the preliminary determination 
ruling on CVDs.  Th e ruling is a major setback for the 
entire US solar industry, because  it will immediately in-
crease the price of solar power and cost American  jobs 
in one of fastest-growing sectors of the US economy." 

 While pointing out that the DoC was  disregarding 
legal precedent on country of origin and substantial  
transformation trade rules, CASE added that "this 
is a global dispute  that will not be resolved through 
litigation alone. Th e best path  forward continues to 
be a negotiated settlement between the US and  Chi-
nese governments (as has been achieved in a parallel 
Chinese dispute  with the European Union)." 
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 MOFCOM had reacted furiously to the  original 
duties, expressing "serious concern" that they high-
lighted  a tendency for trade protectionism within 
the US, and that "the US  was provoking trade fric-
tion in the new energy market." 

 Already, in January this year, in  an apparent re-
sponse to SolarWorld's new petition, MOFCOM 
had confi rmed  the fi nal determination of signifi -
cant duties on imports from the  US of solar-grade 
polysilicon, a main raw material in the production  
of solar cells, with the Chinese industry said to have 
suff ered "substantial  damage." 

 In addition, while China and the US  conducted 
several rounds of consultations since May 2013 to 
resolve  trade frictions in the solar sector, negotia-
tions to resolve the matter  have stalled. While ex-
pressing its "strong dissatisfaction" with its  latest 
decision, MOFCOM now foresees that "the abuse 
of trade remedy  measures" by the DoC is bound to 
lead to "an upgrading of the Sino–US  solar dispute 
to another level." 

 A MOFCOM offi  cial argued that "the  frequent 
trade remedy measures taken by the US solar in-
dustry cannot  solve its development problems," 
and hoped that the US would "terminate  the in-
vestigation procedures as soon as possible to create 
a good  environment for the promotion of competi-
tion in the global solar industry." 

 In the meantime, he confi rmed that  China "will 
pay close attention to the progress of the case, and 

reserves  the right to take measures to safeguard the 
legitimate rights and  interests of the Chinese pho-
tovoltaic industry and related businesses." 

   US Farmers Call For Japan To Be 
Excluded From TPP 

 US farming groups are urging that,  if Japan contin-
ues to insist that it should keep import duties on  its 
ultra-sensitive agricultural products – rice, wheat, 
beef  and pork, dairy products, and sugar and starch 
– it should be  excluded from Trans-Pacifi c Partner-
ship (TPP) negotiations. 

 A recent statement from the National  Association 
of Wheat Growers and US Wheat Associates, to-
gether with  USA Rice Federation, the National 
Pork Producers Council, and the  International 
Dairy Foods Association, pointed out that "a coun-
try  cannot shield its primary agricultural products 
from competition and  still claim to be committed 
to a high-standard agreement liberalizing  essential-
ly all goods." 

 It was added that, according to reports  from last 
month's TPP Ministerial meeting in Singapore, 
Japanese Economy  Minister Akira Amari has con-
fi rmed that Japan will not abolish tariff s  in the fi ve 
agricultural sectors. It was noted that the exemp-
tions  demanded by Japan may encourage other 
countries to withhold commitments  regarding their 
sensitive sectors as well. 

 Th erefore, "while US negotiators still  have a chance 
to push Japan to provide meaningful agricultural 

59



market  access in the agreement, the alternative is 
suspending negotiations  with Japan if that fails, 
and concluding a truly comprehensive agreement  
with those TPP partners that are willing to meet 
the originally contemplated  level of ambition." 

 It acknowledged that such action would  be "a big 
step," but it considered that it would "be justifi ed 
if  Japan continues to refuse to open its agricultural 
sector to meaningful  competition." 

 In addition, in a letter on June 3  to the US Trade 
Representative Michael Froman and the Secre-
tary of  Agriculture Tom Vilsack, the majority of 
US dairy farmer cooperatives  and dairy process-
ing companies, all of which are members of the 
National  Milk Producers Federation (NMPF) or 
the US Dairy Export Council (USDEC),  threat-
ened to withdraw support from the TPP talks if 
Japan, and also  Canada, refuse to follow through 
on pledges to provide comprehensive  market ac-
cess for US dairy products. 

 "USDEC has been one of the most vocal  champi-
ons of the importance of including Japan and Can-
ada in [the]  TPP since these markets off er strong 
opportunities for our members  to expand US dairy 
exports," stated Tom Suber, its President. "How-
ever,  it is critical that their participation in [the] 
TPP be meaningful  and comprehensive across all 
dairy products. It is entirely unacceptable  to have 
such sizable, sophisticated economies refusing to 
undertake  the necessary openness that they agreed 
to upon entering [the] TPP." 

 Jim Mulhern, President and CEO of  NMPF, said: 
"We want to see very strong outcomes on market 
access  with Japan and Canada, and our industry re-
mains prepared to match  the level of ambition of 
those countries. To be successful, any eventual  TPP 
agreement must result in more open dairy markets 
in Japan and  Canada." 

 In addition to urging US negotiators  to remain 
focused on opening up the Japanese and Cana-
dian dairy markets,  members of both organiza-
tions also stressed the importance of address-
ing  the impact of New Zealand dairy policies 
that "have intentionally  advantaged a single 
national champion (Fonterra) at the expense 
of  other competitors." 

   Brazilian MPs Approve 50-Year 
Extension For Free Zone 

 Brazil's House of Representatives  approved on June 
4, 2014, a proposal to extend the tax benefi ts of  the 
Free Economic Zone of Manaus (ZFM), located in 
the northern state  of Amazonas, by 50 years. 

 Th e investment incentives of the free  zone were 
originally due to expire in 2023. Provided the Sen-
ate approves  the Proposed Amendment to the Con-
stitution (PEC) 103/11, the validity  of the ZFM 
will be extended until 2073. 

 Th e proposed extension was initially  presented in 
2011. To secure approval from opposition lawmak-
ers, amendments  were agreed extending reductions 
in the IPI tax for the computer products  sector 
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until 2029, and extensions for other free trade areas 
in the  north of Brazil until 2050. 

 Th omaz Nogueira, the head of the authority  over-
seeing the ZFM, said he expects the Proposed 
Amendment to the  Constitution (PEC) 103/11 
to be approved quickly by the Senate. 

   China Leans On Kuwait To 
Champion Sino–GCC FTA  

 Chinese Premier Li Keqiang has called  on Kuwaiti 
Prime Minister Sheikh Jaber Al-Mubarak Al-Ha-
mad Al-Sabah  to help restart talks towards the com-
pletion of a free trade agreement  (FTA) between 
China and the Gulf Cooperation Council (GCC). 

 Li made the request during a recent  meeting in Bei-
jing, at which the two leaders discussed expanding 
cooperation  in a number of areas, including trade, 
investment, fi nance, and infrastructure  construction. 

 China started negotiations on an FTA  with the 
GCC – a political and economic bloc comprising 
Bahrain,  Kuwait, Oman, Qatar, Saudi Arabia, and 
the United Arab Emirates –  in July 2004. However, 
talks stalled in 2009. 

 On January 17, 2014, China and the  GCC met 
to draw up an action plan on cooperation for the 
period 2014  to 2017, and agreed to accelerate ne-
gotiations towards the FTA. 

 Trade between China and the GCC has  surged from 
its USD9bn level of 2001 to USD151bn in 2012. 

   Chile, Indonesia Start FTA Negotiations 
 Chile and Indonesia have kicked off  negotia-
tions on establishing a comprehensive econom-
ic partnership,  which would include a free trade 
agreement (FTA). 

 Andrés Rebolledo, Chile's director-general  for in-
ternational economic relations, said that an FTA 
with Indonesia  would make Chile the fi rst non-
Asian country in the world to have  a bilateral trade 
agreement granting preferential market access in  
the Southeast Asian nation. 

 Meanwhile, the director-general for  interna-
tional trade cooperation at Indonesia's Trade 
Ministry, Iman  Pambagyo, said that a free trade 
zone in the Chilean city of Iquique  could be 
used by Indonesia as a trade hub for Central 
and South America. 

 Pambagyo said in an official statement  that ne-
gotiations between the two countries would be 
carried out in  stages, focusing first on trade in 
goods, and then encompassing trade  in servic-
es, investment, dispute settlement, and bilat-
eral cooperation. 

 Pambagyo pointed out that Indonesia  is the fourth-
largest exporter to Chile after Th ailand, Vietnam, 
and  Malaysia. 

 He said that Indonesia's main exports  to Chile are 
currently subject to a 6 percent tariff  as well as a  19 
percent value-added tax.  
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    ANDORRA - LUXEMBOURG

Signature 

 Andorra and Luxembourg signed a DTA  on June 
2, 2014. 

   AUSTRALIA - SWITZERLAND

Legislation 

 Th e Australian Treasury on June 4,  2014, released 
draft legislation for consultation which would bring  
the revised DTA signed with Switzerland into force. 

    AZERBAIJAN - SPAIN

Forwarded 

 According to preliminary media reports,  Azerbai-
jan's Parliament on May 30, 2014, approved a law 
that would  ratify the DTA signed with Spain. 

   BAHRAIN - TAJIKISTAN

Signature 

 Bahrain and Tajikistan signed a DTA  on May 28, 
2014, Bahrain's state news agency announced. 

   BOSNIA AND HERZEGOVINA - POLAND

Signature 

 According to preliminary media reports,  Bosnia 
and Herzegovina and Poland signed a DTA on June 
4, 2014. 

    GERMANY - HONG KONG

Negotiations 

 Germany and Hong Kong will hold a  fi rst round of 
DTA negotiations over fi ve days beginning on June 
16,  2014. 

   SPAIN - CYPRUS

Into Force 

 Th e DTA between Spain and Cyprus entered  into 
force on May 28, 2014, following the publication 
of an order  ratifying the agreement in Spain's Of-
fi cial Gazette on May 26, 2014. 

   SWITZERLAND - SEYCHELLES

Signature 

 Switzerland and the Seychelles signed  a TIEA on 
May 26, 2014. 
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   UGANDA - VARIOUS

Negotiations 

 According to preliminary media reports,  the Gov-
ernment of Uganda has suspended all of its ongo-
ing negotiations  towards DTAs pending a review 
into the treaty terms that the nation  should seek to 
achieve in such negotiations. 

   UNITED KINGDOM - SPAIN

Into Force 

 Th e DTA between the United Kingdom  and Spain 
is to enter into force on June 12, 2014, following 
the completion  of Spain's domestic ratifi cation 
procedures with the publication of  an order in its 
Offi  cial Gazette on May 15, 2014. 

    UNITED KINGDOM - VARIOUS

Ratifi ed 

 Th e UK Government has ratifi ed revised  arrange-
ments with Anguilla, the British Virgin Islands, 
Gibraltar  and the Turks and Caicos Islands for bi-
lateral tax information sharing,  and a TIEA with 
Uruguay, in notices published on May 27, 2014.  
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A guide to the next few weeks of international tax 
gab-fests (we're just jealous - stuck in the offi  ce).

   THE AMERICAS 

  INDIA: LEGAL, TAX AND FINANCIAL 
UPDATE 

 Bloomberg BNA 

 Venue: Bloomberg BNA Conference Center, 1801 
S. Bell Street,  Arlington Virginia 22202, USA 

 Key speakers: TBA 

 6/16/2014 - 6/17/2014 

  http://www.bna.com/india_2014/  

   TAX ACCOUNTING AND TAX 
PLANNING FOR FINANCIAL SERVICES 

  Federated Press 

 Venue: Courtyard by Marriott Downtown Toron-
to, 475 Yonge Street,  Toronto, Ontario M4Y 1X7, 
Canada 

 Co-chairs: Robert Davis (Partner,  KPMG), David 
Chodikoff  (Partner, Miller Th omson) 

 6/17/2014 - 6/18/2014 

  http://www.federatedpress.com/pdf/HGLegal/
TATP1406-E.pdf  

  ANNUAL NEW YORK UNIVERSITY 
TAX CONTROVERSY FORUM 

   New York University School of Continuing and 
Professional Studies 

 Venue: Th e Crowne Plaza Times Square Manhattan, 
1605 Broadway,  New York City, NY 10019, USA 

 Co-chairs: Bryan Skarlatos (Partner,  Kostelanetz & 
Fink), Sharon Katz-Pearlman (Global Head, Tax 
Dispute  and Controversy, KPMG International) 

 6/20/2014 - 6/20/2014 

  http://www.scps.nyu.edu/content/dam/scps/
pdf/200/200-4/200-4-4/Tax-Controversy-Forum-
Brochure.pdf  

  INTRODUCTION TO US 
INTERNATIONAL TAX 

   Bloomberg BNA 

 Venue: Morgan Lewis Conference Center, 1 Mar-
ket Street, San  Francisco, CA 941025, USA 

 Key speakers: Craig E. Barrere (Morgan Lewis), Bart 
Bassett  (Morgan Lewis), Alan Cathcart (KPMG), 
Fred Chilton (McDermott Will &  Emery), Zach 
Jones (Fenwick & West), Rod Donnelly (Morgan 
Lewis),  Tim Fitzgibbon (PwC), Adam Halpern 
(Fenwick & West), Jill Harding  (Alvarez and Marsal) 

 6/23/2014 - 6/24/2014 
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  http://www.bna.com/uploadedFiles/IntroInterme-
diateJuneAugSept2014.pdf  

  2014 INSURANCE DAY SUMMIT 
BERMUDA 

   Venue: Fairmont Hamilton Princess, 76 Pitts Bay 
Road, Bermuda 

 Chair: Leila Madeiros (Deputy Director,  Associa-
tion of Bermuda Insurers and Reinsurers) 

 6/24/2014 - 6/25/2014 

  http://www.insurancedaysummit.com/bermuda/
programme-outline/  

  AN INTERNATIONAL TAX UPDATE: 
GLOBAL EXPANSION AND CROSS 
BORDER ISSUES 

   BDO LLP 

 Venue: Hyatt Santa Clara, 5101 Great America 
Parkway, Santa  Clara, CA 95054, USA 

 Key speakers: Holly Carmichael (Partner,  Interna-
tional Tax Services, BDO USA), Daryl Maduke 
(International  Tax Partner, BDO Canada) 

 6/26/2014 - 6/26/2014 

  http://www.bdo.com/events/3245  

 

  US TAX PLANNING FOR FOREIGN-
CONTROLLED COMPANIES 

  BNA Bloomberg 

 Venue: Baker & McKenzie, 452 5th Avenue, New 
York, USA 

 Chair: Marc Levey (Baker & McKenzie  LLP) 

 7/7/2014 - 7/8/2014 

  http://www.bna.com/uploadedFiles/Content/
Events_and_Training/Live_Conferences/Tax_
and_Accounting/Conferences_-_Seminars/FC-
CIntlTaxPlnJuly2014.pdf  

   SECTION 861  INCOME 
AND EXPENSE RULES 

   Bloomberg BNA 

 Venue: Baker & McKenzie Conference Center, 300 
E Randolph  Street, Chicago, IL 6061, USA 

 Key speakers: Paul Bagratuni (McGladrey  LLP), 
Sara Cerreta (Ernst & Young LLP), Angela Chang 
(Baker &  McKenzie LLP), Robert Clary (McDer-
mott Will & Emery LLP), Mark  Genrizi (Baker 
& McKenzie LLP), Sherry Grabow (Pricewater-
houseCoopers  LLP), among numerous others 

 7/9/2014 - 7/10/2014 

  http://www.bna.com/uploadedFiles/Content/
Events_and_Training/Live_Conferences/Tax_
and_Accounting/Conferences_-_Seminars/CFC-
Sec861July2014.pdf  
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  US INTERNATIONAL TAX PLANNING 

   Bloomberg BNA 

 Venue: Baker & McKenzie, 452 5th Avenue, New 
York, NY, USA 

 Chairpersons: Th omas May (Baker &  McKenzie 
LLP), Reza Nader (Baker & McKenzie LLP) 

 7/9/2014 - 7/11/2014 

  http://www.bna.com/uploadedFiles/Content/
Events_and_Training/Live_Conferences/Tax_
and_Accounting/Conferences_-_Seminars/FC-
CIntlTaxPlnJuly2014.pdf  

  INTRODUCTION TO PARTNERSHIPS 

   New York University School of Continuing and 
Professional Studies 

 Venue: Th e Westin New York, 270 W 43rd St, New 
York, NY 10036,  USA 

 Co-chairs: James Gouwar (Partner,  Bingham Mc-
Cutchen), Michael Meisler (Partner, Ernst and Young) 

 7/14/2014 - 7/16/2014 

  http://www.scps.nyu.edu/content/dam/scps/
pdf/200/200-4/200-4-4/Summer-Institute-in-Tax-
ation-Brochure.pdf  

 

  INTRODUCTION TO TRUSTS 
AND ESTATES 

  New York University School of Continuing and 
Professional Studies 

 Venue: Th e Westin New York, 270 W 43rd St, New 
York, NY 10036,  USA 

 Chair: Joseph Scorese (Partner, Harwood  Lloyd) 

 7/14/2014 - 7/16/2014 

  http://www.scps.nyu.edu/content/dam/scps/
pdf/200/200-4/200-4-4/Summer-Institute-in-Tax-
ation-Brochure.pdf  

  INTRODUCTION TO 
CONSOLIDATED RETURNS 

   New York University School of Continuing and 
Professional Studies 

 Venue: Th e Westin New York, 270 W 43rd St, New 
York, NY 10036,  USA 

 Chair: Stephen Sacks (Executive Director,  Ernst 
and Young, New York) 

 7/16/2014 - 7/18/2014 

  http://www.scps.nyu.edu/content/dam/scps/
pdf/200/200-4/200-4-4/Summer-Institute-in-Tax-
ation-Brochure.pdf  
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  WEALTH PLANNING FOR HNWIS 
AND OWNERS OF CLOSELY-HELD 
COMPANIES 

  New York University School of Continuing and 
Professional Studies 

 Venue: Th e Westin New York, 270 W 43rd St, New 
York, NY 10036,  USA 

 Chair: Jerald David August (Partner,  Fox Rothschild)

 7/16/2014 - 7/18/2014  

  http://www.scps.nyu.edu/content/dam/scps/
pdf/200/200-4/200-4-4/Summer-Institute-in-Tax-
ation-Brochure.pdf  

  INTRODUCTION TO 
INTERNATIONAL TAXATION 

   New York University School of Continuing and 
Professional Studies 

 Venue: Th e Westin New York, 270 W 43rd St, New 
York, NY 10036,  USA 

 Chair: William Sherman (Partner, Holland &  
Knight) 

 7/21/2014 - 7/23/2014 

  http://www.scps.nyu.edu/content/dam/scps/
pdf/200/200-4/200-4-4/Summer-Institute-in-Tax-
ation-Brochure.pdf  

 

  INTRODUCTION TO STATE AND 
LOCAL TAXATION 

  New York University School of Continuing and 
Professional Studies 

 Venue: Th e Westin New York, 270 W 43rd St, New 
York, NY 10036,  USA 

 Co-chairs: Arthur Rosen (Partner,  McDerrmott 
Will & Emery), Leah Robinson (Partner, McDer-
mott Will &  Emery) 

 7/21/2014 - 7/23/2014 

  http://www.scps.nyu.edu/content/dam/scps/
pdf/200/200-4/200-4-4/Summer-Institute-in-Tax-
ation-Brochure.pdf  

  ADVANCED INTERNATIONAL 
TAXATION 

   New York University School of Continuing and 
Professional Studies 

 Venue: Th e Westin New York, 270 W 43rd St, New 
York, NY 10036,  USA 

 Co-chairs: William Sherman (Partner,  Holland & 
Knight), Alan Appel (Professor of Law, New York 
Law  School) 

 7/24/2014 - 7/25/2014 

  http://www.scps.nyu.edu/content/dam/scps/
pdf/200/200-4/200-4-4/Summer-Institute-in-Tax-
ation-Brochure.pdf  
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  STATE AND LOCAL TAXATION II 

   New York University School of Continuing and 
Professional Studies 

 Venue: Th e Westin New York, 270 W 43rd St, New 
York, NY 10036,  USA 

 Co-chairs: Arthur Rosen (Partner,  McDerrmott 
Will & Emery), Leah Robinson (Partner, McDer-
mott Will &  Emery) 

 7/24/2014 - 7/25/2014 

  http://www.scps.nyu.edu/content/dam/scps/
pdf/200/200-4/200-4-4/Summer-Institute-in-Tax-
ation-Brochure.pdf  

  INTERNATIONAL TAX ASPECTS OF 
FOREIGN CURRENCY 

   Bloomberg BNA 

 Venue: Morgan Lewis Conference Center, One 
Market Spear Street  Tower, 28th fl ., San Francisco, 
CA 94105, USA 

 Key speakers: TBA 

 8/4/2014 - 8/5/2014 

  h t t p : / / w w w . b n a . c o m /
ForiegnCurrency_SanFrancisco2014/  

 

  INTRODUCTION TO US 
INTERNATIONAL TAX 

  Bloomberg BNA 

 Venue: Minneapolis Marriot City Center, 30 South 
7th Street,  Minneapolis, MN 55402, USA 

 Key speakers: TBA 

 8/18/2014 - 8/19/2014 

  http://www.bna.com/intro_minneapolis2014/  

  US INTERNATIONAL TRANSFER 
PRICING UPDATE 

   Bloomberg BNA 

 Venue: Minneapolis Marriott City Center, 30 
South 7th Street,  Minneapolis, MN 55402, USA 

 Chairpersons: Robert Bamsey (McGladrey  LLP), 
Michele Martinez (Baker & McKenzie LLP) 

 8/18/2014 - 8/19/2014 

  http://www.bna.com/uploadedFiles/Content/
Events_and_Training/Live_Conferences/Tax_and_
Accounting/Conferences_-_Seminars/Aug2014.pdf  

  STEP LA TAM 2014  

   Th e Society of Trust and Estate Practitioners 

 Venue: St Regis Hotel, Paseo de la Reforma 439, 
Cuauhtémoc,  06500 Ciudad de México, Distrito 
Federal, Mexico 
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 Key speakers: Luz Alfonso (Lewin &  Wills Abo-
gados), Flavia Andrade (Tozzini Freire Advogados) 
Ramón  Anzola (Anzola Robles & Associates) Patri-
cia Arrazola (Arrazola &  Asociados), Ronald Evans 
(Baker & McKenzie), Ryan Pinder (Minister  for 
Finance, Th e Government of the Bahamas), among 
numerous others 

 9/4/2014 - 9/5/2014 

  http://www.steplatamconference.com/  

  US AND EUROPE CROSS BORDER 
ESTATE PLANNING 

   STEP New York 

 Venue: Sotheby's, 1334 York Avenue, 72nd Street, 
New York, USA 

 Key speaker: TBA 

 9/10/2014 - 9/10/2014 

  http://www.step.org/step-new-york-us-and-eu-
rope-cross-border-estate-planning  

  INTERMEDIATE US 
INTERNATIONAL TAX UPDATE 

   Bloomberg BNA 

 Venue: Morgan Lewis, 1000 Louisiana St #4000, 
Houston, TX 77002,  USA 

 Key speakers: Craig E. Barrere (Morgan  Lewis LLP), 
Bart Bassett (Morgan Lewis LLP), Alan Cathcart 

(KPMG LLP),  Fred Chilton (McDermott Will & 
Emery LLP), Zach Jones (Fenwick &  West LLP), 
Rod Donnelly (Morgan Lewis LLP), Tim Fitzgib-
bon (PWC LLP),  among others 

 9/17/2014 - 9/19/2014 

  http://www.bna.com/uploadedFiles/IntroInterme-
diateJuneAugSept2014.pdf  

  MEXICO TAX UPDATE 

   BNA Bloomberg 

 Venue: Manchester Grand Hyatt, One Market 
Place, San Diego,  CA 92101, USA 

 Chairperson: TBA 

 9/29/2014 - 9/30/2014 

  http://www.bna.com/mexico_sandiego/  

  US TAX ASPECTS OF 
INTERNATIONAL ACQUISITIONS 
& REORGANIZATIONS 

   Bloomberg BNA 

 Venue: Bloomberg BNA Conference Center, 1801 
S. Bell Street,  Arlington Virginia 22202, USA 

 Key speakers: TBA 

 9/29/2014 - 9/30/2014 

  http://www.bna.com/acqandreorgs_dc2014/  
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     ASIA PACIFIC 

  OFFSHORE INVESTMENT SHANGHAI 

 Off shore Investment 

 Venue: Pudong Shangri-La, 33 Fucheng Rd, 
Pudong, Shanghai, China 

 Chair: Michael Olesnicky (Baker &  McKenzie) 

 6/18/2014 - 6/19/2014 

  http://www.mourantozannes.com/events-semi-
nars/other-events/offshore-investment-shanghai-
conference.aspx  

  INTERNATIONAL TAX PLANNING 
AND ANTI-AVOIDANCE RULES 

   International Tax Planning and Anti-Avoidance 
Rules 

 Venue: Shanghai, China, TBA 

 Key speakers: Boyke Baldewsing (Principal  Re-
search Associate, IBFD), Shee Boon Law (Manager, 
IBFD Tailored Tax  Courses and Research Services)

 8/4/2014 - 8/6/2014  

  http://www.ibfd.org/Training/International-Tax-
Planning-and-Anti-Avoidance-Rules  

 

  TRANSFER PRICING AND 
DISPUTE RESOLUTION 

  IBFD 

 Venue: Hotel Maya, 138 Jalan Ampang, 50450 
Kuala Lumpur, Malaysia 

 Key speakers: Piyush Gupta (Principal  Research 
Associate, IBFD's Asia-Pacifi c Knowledge group), 
Brett Norwood  (Tax Partner, KPMG), Sam Sim 
(Head of Wholesale Banking Transfer Pricing,  
Standard Chartered Bank, Singapore) 

 8/11/2014 - 8/12/2014 

  http://www.ibfd.org/Training/Transfer-Pricing-
and-Dispute-Resolution-Aligning-Strategy-and-
Execution-0  

  TRANSFER PRICING PLANNING: 
STRUCTURING APPROPRIATE POLICY 

   IBFD 

 Venue: Conrad Centennial Singapore, Two Temas-
ek Boulevard, 038982  Singapore 

 Key speakers: Piyush Gupta (Principal  Research 
Associate, IBFD's Asia-Pacifi c Knowledge group), 
Sam Sim  (Tax Executive Institute's Asia Chapter), 
Travis Qiu (Partner, Ernst &  Young) 

 9/8/2014 - 9/9/2014 

  http://www.ibfd.org/Training/Transfer-Pricing-
Planning-Structuring-Appropriate-Policy#tab_
program  
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  TP MINDS TRANSFER PRICING 
SUMMIT ASIA 

   IBC 

 Venue: Raffl  es City Convention Centre, 252 North 
Bridge Road,  Singapore 179103, Singapore 

 Chair: Arin Mitra (Asia Pacifi c Transfer  Pricing 
Leader, Deloitte) 

 9/24/2014 - 9/25/2014 

  http://www.iiribcfi nance.com/event/IBC-Asia-Pa-
cifi c-Transfer-Pricing-Conference-TP-Minds  

     MIDDLE EAST AND AFRICA 

  AFRICA TAX INDABA 

 South African Institute of Tax Professionals 

 Venue: Sandton Convention Centre, 161 Maude 
St, Sandton 2196,  South Africa 

 Key speakers: TBA 

 6/23/2014 - 6/27/2014 

  http://www.ibfd.org/IBFD-Tax-Portal/Events/
Africa-Tax-Indaba  

  PRINCIPLES OF TRANSFER PRICING 

   IBFD 

 Venue: Hyatt Regency Johannesburg, 191 Oxford Road, 
Rosebank,  Johannesburg, South Africa 2132, South Africa 

 Chair: Shee Boon Law (Manager, IBFD  Tailored 
Tax Courses and Research Services) 

 9/17/2014 - 9/19/2014 

  h t t p : / / w w w . i b f d . o r g / T r a i n i n g /
Principles-Transfer-Pricing-4  

     WESTERN EUROPE 

  THE DEFINITIVE PERMANENT 
ESTABLISHMENT MASTERCOURSE 

 IBC 

 Venue: Etc Venues, Prospero House, 241 Borough 
High Street,  London, SE11GA 

 Chair: Jonathan Schwarz (Barrister,  Temple Tax Chambers) 

 6/17/2014 - 6/17/2014 

  h t t p : / / w w w. i i r i b c f i n a n c e . c o m / e v e n t /
permanent-establishments-mastercourse-event  

  TRANSCONTINENTAL TRUSTS 2014 

   Grand Kempinski Hotel, Quai du Mont-Blanc 
19, 1201 Genève,  Switzerland 

 Venue: IBC 

 Chair: Elspeth Talbot-Rice QC (Barrister,  XXIV 
Old Buildings) 

 6/17/2014 - 6/19/2014 

  h t t p : / / w w w. i i r i b c f i n a n c e . c o m / e v e n t /
Transcontinental-Trusts-Conference?xtssot=0  
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  CROSS BORDER ISSUES FOR TRUSTEES 

   STEP Isle of Man 

 Venue: Th e Claremont Hotel, 18-22 Loch Prom-
enade, Douglas, IM1  2LX, Isle of Man 

 Key speaker: David Cooney (Ogier,  Cayman 
Islands) 

 6/18/2014 - 6/18/2014 

  http://www.step.org/cross-border-issues-trustees  

  TREASURY FOR TAX PEOPLE 

   IBC 

 Venue: Prospero House, 241 Borough High St, 
Southwark, London  SE1 1GA, UK 

 Co-chairs: David Hill (Head of UK  Treasury Tax, 
Grant Th ornton), Edward Brown (Associate Direc-
tor, Grant  Th ornton) 

 6/18/2014 - 6/18/2014 

  http://www.iiribcfi nance.com/download/send-fi le/
iddownload/12052  

  TAX AVOIDANCE, RISK & LITIGATION 

   IBC 

 Venue: Radisson Blu Portman Hotel, 22 Portman 
Square, London,  UK 

 Chair: Patrick Cannon (Barrister,  15 Old Square) 

 6/24/2014 - 6/24/2014   

http://www.iiribcfi nance.com/download/send-fi le/
iddownload/12061  

  PRIVATE CLIENT TAXATION 

   IBC 

 Venue: Th e Bloomsbury Hotel, 16-22 Great Rus-
sell St, London  WC1B 3NN, UK 

 Key speakers: Patrick Soares (Gray's  Inn Tax Cham-
bers), Matthew Woods (Partner, Withers), Julian 
Hedley  (Partner, Saff ery Champness), Matthew 
Duncan (Partner, Kingsley Napley),  Camilla Barry 
(Partner, Macfarlanes) 

 6/26/2014 - 6/26/2014 

  h t t p : / / w w w. i i r i b c f i n a n c e . c o m / e v e n t /
Private-Client-Taxation-Conference  

  SPANISH SUCCESSION MATTERS 

   6/26/2014 - 6/26/2014 

 STEP Central Southern 

 Venue: Blake Lapthorn, New Kings Court, Chan-
dlers Ford, Southampton,  SO53 3LG, UK 

 Key speaker: Michael Soul (Michael  Soul & 
Asociados) 

  http://www.step.org/spanish-succession-matters  
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  FARM TAX CONFERENCE 

  IBC 

 Venue: Th e Hatton, 51- 53 Hatton Garden, 
Clerkenwell, London  EC1N 8HN, UK 

 Chair: Richard Williams (Solicitor &  Editor, Farm 
Tax Brief ) 

 7/1/2014 - 7/1/2014 

  http://www.iiribcfi nance.com/download/send-fi le/
iddownload/12151  

  UK HNW IMMIGRATION 

   IBC 

 Venue: Grange City Hotel, 8-14 Cooper's Row, 
London EC3N 2BQ,  UK 

 Key speakers: Nicolas Rollason (Partner,  Head of 
Immigration, Kingsley Napley LLP), Paul Hodg-
son (Managing  Director, Butterfi eld Trust), Liam 
Bailey (Partner, Head of Residential  Research, 
Knight Frank), Simon Denton (Managing Direc-
tor, Sovereign  Group), Jonathon Fisher (Tax Direc-
tor, BDO), Jacqueline Kimber (Partner,  Business 
Tax, Moore Stephens), among others 

 7/2/2014 - 7/2/2014 

  h t t p : / / w w w. i i r i b c f i n a n c e . c o m / e v e n t /
uk-hnw-immigration?xtssot=0  

 

  STAMP DUTY LAND TAX 
CONFERENCE 

  IBC 

 Venue: Th e Bloomsbury Hotel, 16-22 Great Rus-
sell Street, London,  Greater London, UK 

 Chair: Andrew Campbell (Consultant,  Clarke 
Willmott) 

 7/3/2014 - 7/3/2014 

  h t t p : / / w w w. i i r i b c f i n a n c e . c o m / e v e n t /
Stamp-Duty-Land-Tax-Conference?xtssot=0  

  INTERNATIONAL TAXATION OF 
E-COMMERCE 

   IBFD 

 Venue: IBFD head offi  ce, Rietlandpark 301, 1019 
DW Amsterdam,  Th e Netherlands 

 Key speakers: Fabiola Annacondia (Manager,  
VAT and Topicals Knowledge Group, IBFD), 
Bart Kosters (Senior Principal  Research Associate, 
IBFD's Tax Services Department), Andreas Perdel-
witz  (Principal Research Associate, IBFD's Euro-
pean Knowledge Group) 

 7/3/2014 - 7/4/2014 

  h t t p : / / w w w . i b f d . o r g / T r a i n i n g /
International-Taxation-e-Commerce  
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  INTERNATIONAL TAX 
STRUCTURING FOR 
MULTINATIONAL ENTERPRISES 

  IBFD 

 Venue: IBFD head offi  ce, Rietlandpark 301, 1019 
DW Amsterdam,  Th e Netherlands 

 Key speakers: Regina van der Kuip  (Partner, PwC 
Amsterdam), Paulus Merks (DLA Piper), Mario 
Petriccione  (Director, International Corporate Tax 
Group, KPMG London) 

 7/7/2014 - 7/9/2014 

  http://www.ibfd.org/Training/International-Tax-
Structuring-Multinational-Enterprises  

  UPDATE FOR THE ACCOUNTANT 
IN INDUSTRY AND COMMERCE, 
LONDON 

   CCH UK 

 Venue: Sofi tel St. James, 6 Waterloo Pl, London 
SW1Y 4AN, UK 

 Key speakers: Ralph Tiffi  n (Principal,  McLachlan 
and Tiffi  n and author of Complete Guide to In-
ternational  Financial Reporting Standard), Paul 
Gee (Co-author, Financial Reporting  for Smaller 
Companies, and Interpreting Company Reports 
and Accounts),  Stephen Hill (Managing Director, 
Snowdrop Consulting Ltd and Trustee  Director of 
the ICAEW Fraud Advisory Panel), Toni Trevett 
(Director,  CompleteHR Ltd), Chris Burns (Tax 

Consultant), Tony Grundy (Author  and Lecturer, 
Strategy and Corporate Finance, Henley Business 
School),  Louise Dunford (former Associate Senior 
Lecturer, University of Portsmouth) 

 7/9/2014 - 7/10/2014 

  http://www.cch.co.uk/Croner/Attachment/
CCH2011/IB/CPD/CCH-AIC-2014-6pp-A5.pdf  

  OFFSHORE TAXATION BUDGET 
SPECIAL 

   IBC 

 Venue: Central London, UK, TBA 

 Chair: Patrick C Soares (Barrister,  Gray's Inn Tax 
Chambers) 

 7/10/2014 - 7/10/2014 

  h t t p : / / w w w. i i r i b c f i n a n c e . c o m / e v e n t /
off shore-taxation-budget-special  

  INTERNATIONAL TAX SUMMER 
SCHOOL 

   IBC 

 Venue: Gonville & Caius College, Trinity St, Cam-
bridge CB2  1TA, UK 

 Chairperson: Anne Fairpo (Barrister,  13 Old Square 
Chambers) 

 8/19/2014 - 8/21/2014 
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  h t t p : / / w w w. i i r i b c f i n a n c e . c o m / e v e n t /
International-Tax-Summer-School  

  TRANSFER PRICING 
AND INTANGIBLES 

   IBFD 

 Venue: IBFD head offi  ce, Rietlandpark 301, 1019 
DW Amsterdam,  Th e Netherlands 

 Key speakers: Hans van Egdom (Head,  APA team, 
Dutch tax authority), Sandra Hogeveen (Tax Di-
rector Europe,  Ahold), Clive Jie-A-Joen (Execu-
tive Director, EY's Transfer Pricing &  Operating 
Model Eff ectiveness group, Netherlands), Ágata 
Uceda  (EMEA transfer pricing director, DLA Pip-
er), Monica Erasmus-Koen (Director,  PwC, Dutch 
Transfer Pricing practice), Danyel Slabbers (PwC 
Corporate  Finance practice, Amsterdam), Kasia 
Bronzewska (editor, IBFD Tax Risk  Management 
database), Ben Kiekebeld (EY) 

 9/4/2014 - 9/5/2014 

  h t t p : / / w w w . i b f d . o r g / T r a i n i n g /
Transfer-Pricing-and-Intangibles  

  CAPITAL CREATION 2014 

   Capital Creation Europe 

 Venue: Le Meridien Beach Plaza, 22 Avenue Prin-
cesse Grace, Monte  Carlo, 98000, Monaco 

 Chair: Nigel Van Zyl (Partner, Proskauer) 

 9/8/2014 - 9/10/2014 

  http://capitalcreationeurope.wbresearch.com/
agenda  

  TAX PLANNING AND SUBSTANCE 

   IBFD 

 Venue: IBFD head offi  ce, Rietlandpark 301, 1019 
DW Amsterdam,  Th e Netherlands 

 Key speakers: Boyke Baldewsing (Principal  Re-
search Associate, IBFD), Jan de Goede (Senior 
Principal, Tax Knowledge  Management, IBFD), 
Jeroen Kuppens (Director, Transfer Pricing &  Val-
ue Chain Management, KPMG Meijburg & Co, 
Amstelveen), João  Nogueira (Adjunct of IBFD's 
Academic Chair), Wim Wijnen (Counsel to  the 
Academic Chair of IBFD) 

 9/9/2014 - 9/10/2014 

  h t t p : / / w w w . i b f d . o r g / T r a i n i n g /
Tax-Planning-and-Substance  

  UPDATE FOR THE ACCOUNTANT 
IN INDUSTRY AND COMMERCE, 
BRISTOL 

   CCH UK 

 Venue: Aztec Hotel and Spa, Aztec W, Almonds-
bury, Bristol, South  Gloucestershire BS32 4TS, UK 

 Key speakers: Ralph Tiffi  n (Principal,  McLach-
lan and Tiffi  n and author of Complete Guide to 
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International  Financial Reporting Standard), Paul 
Gee (Co-author, Financial Reporting  for Smaller 
Companies, and Interpreting Company Reports 
and Accounts),  Stephen Hill (Managing Director, 
Snowdrop Consulting Ltd and Trustee  Director of 
the ICAEW Fraud Advisory Panel), Toni Trevett 
(Director,  CompleteHR Ltd), Chris Burns (Tax 
Consultant), Tony Grundy (Author  and Lecturer, 
Strategy and Corporate Finance, Henley Business 
School),  Louise Dunford (former Associate Senior 
Lecturer, University of Portsmouth) 

 9/10/2014 - 9/11/2014 

  http://www.cch.co.uk/Croner/Attachment/
CCH2011/IB/CPD/CCH-AIC-2014-6pp-A5.pdf  

  AUTUMN RESIDENTIAL TAX UPDATE 

   Th e Chartered Institute of Taxation 

 Venue: University of Warwick, Coventry CV4 7AL, 
UK 

 Key speakers: Emma Chamberlain (Pump  Court 
Tax Chambers), Peter Rayney (Tolley Tax Train-
ing), James Bullock  (Partner, Pinsent Masons LLP) 
Giles Mooney (Th e Professional Training  Partner-
ship), Simon Nicol (Pensions Director, Broadstone 
Ltd), among  others 

 9/12/2014 - 9/14/2014 

  http://www.tax.org.uk/members/events/Autumn-
Residential-Tax-Update-Conference-2014  

 

  INTERNATIONAL TRUSTS & 
PRIVATE CLIENT FORUM 

  IBC 

 Venue: Mount Murray Hotel, Ballacutchel Road, 
Santon IM4 2HT,  Isle of Man 

 Key speakers: Nicola Guff ogg (Assessor  of Income 
Tax, Isle of Man Government), Robert Ham (Bar-
rister, Wilberforce  Chambers), Richard Hay (Part-
ner, Stikeman Elliott), Damian Bloom (Partner,  
Berwin Leighton Paisner), Toby Graham (Partner, 
Farrer & Co),  Jonathan Hilliard (Barrister, Wilber-
force Chambers), Haibin Xue (Partner,  Zhong Lun 
Law Firm), among numerous others 

 9/17/2014 - 9/17/2014 

  http://www.iiribcfi nance.com/event/International-
Trusts-and-Private-Client-Forum-Isle-of-Man  

  TAXATION IN THE POST-BEPS 
ENVIRONMENT 

   IBC 

 Venue: Grange Tower Hill Hotel, 45 Prescot St, 
London E1 8GP,  United Kingdom 

 Key speakers: Melinda Brown (Transfer  Pricing Ad-
visor, OECD), Paul Morton (Head of Group Tax, 
Reed Elsevier),  Peter Cussons (Partner, PWC), Ian 
Sandles (Executive Tax Director,  EMEA, Nomura), 
Ashley Greenbank (Partner and Head of Tax group, 
Macfarlanes),  Jonathan Schwarz (Barrister, Temple 
Tax Chambers) 
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 9/17/2014 - 9/17/2014   

http://www.iiribcfinance.com/event/Corporate-
Taxation-in-the-Post-BEPS-environment-confer-
ence  

  UPDATE FOR THE ACCOUNTANT 
IN INDUSTRY AND COMMERCE, 
MILTON KEYNES 

   CCH UK 

 Venue: Doubletree by Hilton Hotel, Stadium Way 
West, Milton  Keynes MK1 1ST, UK  

 Key speakers: Ralph Tiffi  n (Principal,  McLachlan 
and Tiffi  n and author of Complete Guide to In-
ternational  Financial Reporting Standard), Paul 
Gee (Co-author, Financial Reporting  for Smaller 
Companies, and Interpreting Company Reports 
and Accounts),  Stephen Hill (Managing Director, 
Snowdrop Consulting Ltd and Trustee  Director of 
the ICAEW Fraud Advisory Panel), Toni Trevett 
(Director,  CompleteHR Ltd), Chris Burns (Tax 
Consultant), Tony Grundy (Author  and Lecturer, 
Strategy and Corporate Finance, Henley Business 
School),  Louise Dunford (former Associate Senior 
Lecturer, University of Portsmouth) 

 9/17/2014 - 9/18/2014 

  http://www.cch.co.uk/Croner/Attachment/
CCH2011/IB/CPD/CCH-AIC-2014-6pp-A5.pdf  

 

  EUROPEAN VALUE ADDED TAX - 
SELECTED ISSUES 

  IBFD 

 Venue: IBFD head offi  ce, Rietlandpark 301, 1019 
DW Amsterdam,  Th e Netherlands 

 Key speakers: Walter van der Corput  (Editor, 
IBFD's International VAT Monitor and EU VAT 
Compass), Carsten  Zatschler (Head of Cabinet 
of Sir Konrad Schiemann, the British judge  at the 
Court of Justice of the European Union), Peter 
Hughes (chartered  accountant), Silvia Kotanidis 
(European Commission in the Directorate  General 
Taxation and Customs Union) 

 9/22/2014 - 9/24/2014 

  h t t p : / / w w w . i b f d . o r g / T r a i n i n g /
European-Value-Added-Tax-Selected-Issues-1  

  INDIRECT TAXES ANNUAL 
CONFERENCE 2014 

   Th e Chartered Institute of Taxation 

 Venue: London Hilton, 2 Park Lane, London W1K 
1BE, United Kingdom 

 Chair: Jeremy White (Pump Court Tax  Chambers)

 9/23/2014 - 9/23/2014  

  h t t p : / / w w w . t a x . o r g . u k / m e m b e r s /
events/2014indirecttaxes  
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  PRIVATE EQUITY TAX PRACTICES 2014  

  IBC 

 Venue: Dexter House - Etc Venues, Sun Ct, Greater 
London EC3V  3, UK 

 Chair: Mark Baldwin (Partner, Macfarlanes) 

 9/23/2014 - 9/23/2014 

  h t t p : / / w w w. i f c r e v i e w. c o m / e v e n t s f u l l .
aspx?eventId=179  

  UPDATE FOR THE ACCOUNTANT 
IN INDUSTRY AND COMMERCE, 
MANCHESTER 

   CCH UK 

 Venue: Radisson Blu Airport Hotel, Chicago Ave, 
Manchester M90  3RA, UK 

 Key speakers: Ralph Tiffi  n (Principal,  McLachlan 
and Tiffi  n and author of Complete Guide to In-
ternational  Financial Reporting Standard), Paul 
Gee (Co-author, Financial Reporting  for Smaller 
Companies, and Interpreting Company Reports 
and Accounts),  Stephen Hill (Managing Director, 
Snowdrop Consulting Ltd and Trustee  Director of 
the ICAEW Fraud Advisory Panel), Toni Trevett 
(Director,  CompleteHR Ltd), Chris Burns (Tax 
Consultant), Tony Grundy (Author  and Lecturer, 
Strategy and Corporate Finance, Henley Business 
School),  Louise Dunford (former Associate Senior 
Lecturer, University of Portsmouth) 

 9/23/2014 - 9/24/2014 

  http://www.cch.co.uk/Croner/Attachment/
CCH2011/IB/CPD/CCH-AIC-2014-6pp-A5.pdf  

  TAX PLANNING FOR UK LAND 
TRANSACTIONS 2014 

   IBC  

 Venue: Millennium Gloucester Hotel, 4-18 Har-
rington Gardens,  London SW7 4LH, UK 

 Chair: Patrick Soares (Barrister,  Grays Inn Tax 
Chambers) 

 9/24/2014 - 9/24/2014 

  h t t p : / / w w w. i i r i b c f i n a n c e . c o m / e v e n t /
UK-Land-Tax-Conference  

  15TH GLOBAL CONFERENCE ON 
ENVIRONMENTAL TAXATION 

   Aarhus University 

 Venue: Eigtveds Pakhus, Asiatisk Plads 2, indgang 
6, 1448 København  K, Denmark 

 Key speakers: Hans Bruyninckx (Executive  Di-
rector, European Environment Agency), Michael 
Grubb (Cambridge University  Centre for Climate 
Change Mitigation Research), Th omas Sterner 
(University  of Gothenburg and IPCC lead author) 

 9/24/2014 - 9/26/2014 

  http://conferences.au.dk/gcet/  
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  UK LANDSCAPE FOR NON-DOM 
PROPERTY INVESTMENT 

   IBC 

 Venue: Radisson Blu Portman Hotel, 22 Portman 
Square, London  W1H 7BG, United Kingdom 

 Chair: Andrew Watters (Partner, Th omas  Eggar) 

 9/25/2014 - 9/25/2014 

  http://www.iiribcfi nance.com/event/UK-Landscape-
for-Non-Dom-Property-Investment-Conference  

  UPDATE FOR THE ACCOUNTANT 
IN INDUSTRY AND COMMERCE, 
OXFORD 

   CCH UK 

 Venue: Oxford Th ames Four Pillars Hotel, Henley 
Rd, Sandford-on-Th ames,  Sandford on Th ames, 
Oxfordshire OX4 4GX, UK 

 Key speakers: Ralph Tiffi  n (Principal,  McLachlan and 
Tiffi  n and author of Complete Guide to International  
Financial Reporting Standard), Paul Gee (Co-author, 
Financial Reporting  for Smaller Companies, and In-
terpreting Company Reports and Accounts),  Stephen 
Hill (Managing Director, Snowdrop Consulting Ltd 
and Trustee  Director of the ICAEW Fraud Advisory 
Panel), Toni Trevett (Director,  CompleteHR Ltd), 
Chris Burns (Tax Consultant), Tony Grundy (Author  
and Lecturer, Strategy and Corporate Finance, Hen-
ley Business School),  Louise Dunford (former Associ-
ate Senior Lecturer, University of Portsmouth) 

 10/7/2014 - 10/8/2014 

  http://www.cch.co.uk/Croner/Attachment/
CCH2011/IB/CPD/CCH-AIC-2014-6pp-A5.pdf  

  UPDATE FOR THE ACCOUNTANT IN 
INDUSTRY AND COMMERCE, LEEDS 

   CCH UK 

 Venue: Th orpe Park Hotel and Spa, Th orpe Park, 
1150 Century  Way, Leeds, West Yorkshire LS15 
8ZB, UK 

 Key speakers: Ralph Tiffi  n (Principal,  McLachlan 
and Tiffi  n and author of Complete Guide to In-
ternational  Financial Reporting Standard), Paul 
Gee (Co-author, Financial Reporting  for Smaller 
Companies, and Interpreting Company Reports 
and Accounts),  Stephen Hill (Managing Director, 
Snowdrop Consulting Ltd and Trustee  Director of 
the ICAEW Fraud Advisory Panel), Toni Trevett 
(Director,  CompleteHR Ltd), Chris Burns (Tax 
Consultant), Tony Grundy (Author  and Lecturer, 
Strategy and Corporate Finance, Henley Business 
School),  Louise Dunford (former Associate Senior 
Lecturer, University of Portsmouth) 

 10/21/2014 - 10/22/2014 

  http://www.cch.co.uk/Croner/Attachment/
CCH2011/IB/CPD/CCH-AIC-2014-6pp-A5.pdf  
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ISSUE 83 | JUNE 12, 2014IN THE COURTS

A listing of key international tax cases in the 
last 30 days

   THE AMERICAS 

 United States 

 Th e United States Court of Appeal  for the First 
Circuit heard the case of a US company which 
transferred  three of its subsidiaries to an Irish com-
pany that it owned which  was not subject to tax in 
the United States. Th e US company had benefi ted  
from a tax credit because its business operations 
took place primarily  in Puerto Rico (available be-
tween 1976 and 1996, and subject to a  cap during 
the fi nal phase-out period) which it made a claim 
for in  its income tax return following the transfer. 

 Th e company initially paid a higher  amount of tax 
because it lowered the tax credit claim taking into  
account past claims according to national law, but 
later argued for  the repayment of tax based around 
the full tax credit appropriate  to the income earned 
because the Irish company was not subject to  such a 
tax credit, unlike other US companies. Th e IRS re-
fused the  repayment and the District Court agreed 
on the basis that the location  of the receiving com-
pany was not relevant to the availability of the  tax 
credit according to the national law. Th e company 
appealed the  decision. 

 Th e Court of Appeals pointed out that  the legal 
provision referring to the tax credit was not entirely 
clear  with regard to its calculation but recognised 
the benefi t of using  a provision suggested by Con-
gress which contained a similar tax benefi t  in that 
it also took into account a taxpayer's past actions. 

 Following that provision, by analogy  the company 
argued that the tax credit should not be reduced 
in relation  to a transaction where the buyer is not 
subject to the same credit  because that transaction 
would be diff erent from the company's past  actions 
in the US which aff ected the available amount of 
the credit. 

 Th e US government interpreted the  provision dif-
ferently and claimed that the reduction would ap-
ply despite  the buyer not being subject to US cor-
porate income tax, but the Court  took issue with 
the outcome of the government's interpretation 
and  pointed out that Congress could have worded 
the law diff erently if  it had wanted to achieve that 
outcome. Under the provision, the tax  credit would 
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be lowered according to information received from 
the  seller following a transaction, but that informa-
tion cannot be supplied  by a company which is not 
also subject to US income tax. 

 Th e Court of Appeals looked to the  legal provision 
containing the tax credit at issue and found that  
the decrease was intended to prevent corporations 
investing in new  lines of business for the sake of 
generating further tax credits,  but since the compa-
ny in this case was transferring its subsidiaries  to a 
business it owned, that concern was not relevant to 
the matter  at hand, despite what the government's 
interpretations of the provision  and Congress's in-
tention suggested. 

 Th e Court therefore ruled that "a  reduction in a 
seller's cap as a result of the sale of a business  line 
is appropriate only in the event of a corresponding 
increase  in the buyer's cap." Th erefore there was no 
need for the company to  have reduced its tax credit 
claim and so it was entitled to a refund  of the tax 
that it had paid to the IRS. 

 Th e judgment was delivered on June  3, 2014. 

  http://media.ca1.uscourts.gov/pdf.opinions/13-
1008P-01A.pdf  

 Court of Appeals First Circuit:  OMJ Pharmaceuti-
cals Inc. v. United States (No. 13-1008)  

     WESTERN EUROPE 

 Hungary 

 Th e European Court of Justice (ECJ)  was asked for 
a preliminary ruling concerning a sale of rapeseed 

between  two Hungarian companies. Th e buyer had 
not paid for the goods and  as such they remained 
the property of the seller and were due to be  trans-
ferred back to the seller at a time specifi ed by the 
agreement  between them. 

 Because the rapeseed could not be  returned, the 
seller adjusted both its invoice for the sale of the  
rapeseed and its tax return to make a claim for a 
larger amount of  recoverable VAT; however, the 
Hungarian tax authority refused to accept  the ad-
justment and imposed a penalty on the seller. Th e 
authority  was of the opinion that the goods had 
been supplied despite the lack  of payment and 
therefore argued that VAT was due, and that na-
tional  legislation concerning VAT did not address 
the reduction of a tax  liability due to non-payment 
of goods. 

 Th e seller argued that the agreement  was not a new 
transaction separate from the sale of the goods, as  
claimed by the tax authority, but instead was "a 
transaction closely  and intrinsically connected with 
the original contract of sale," and  therefore accord-
ing to EU law the penalty was unnecessary. Th e sell-
er  remained the owner of the goods since they had 
not been paid for,  and because the sale was canceled 
as per the agreement as a result  of the goods not be-
ing returned on the due date, it claimed. Th e court  
approached the ECJ to ask whether national legisla-
tion could be applied  and how the EU VAT Direc-
tive might be relevant in the present circumstances. 

 Although the ECJ does not have the  authority to 
interpret national legislation, it stated that it can  
interpret EU law to guide each Member State in 
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applying it through  their national laws. One provi-
sion of the EU VAT Directive does allow  for the 
reduction of a tax liability in "cases of cancelation, 
refusal  or total or partial non-payment, or where 
the price is reduced after  the supply takes place"; 
however, under another provision a Member  State 
is not required to adhere to the fi rst provision (spe-
cifi cally  the "total or partial non-payment" part), 
and according to the ECJ  a lack of national leg-
islation related to the fi rst provision is a  sign of 
non-adherence. 

 Th e ECJ therefore ruled that since  a Member State 
is permitted to ignore EU law relating to a lower tax  
liability resulting from total or partial non-payment 
of a transaction,  it was for the national court to de-
termine whether national legislation  provided for 
all other circumstances under the relevant EU VAT 
Directive  provision, and if it did, then the Hungar-
ian authorities would not  be required to lower the 
seller's VAT liability.  

 If it did not, then the court asked  the ECJ if there 
were any other methods under EU law by which 
the  seller might reduce his VAT liability as a result 
of the lack of payment  for the goods sold. 

 Although Member States have a certain  degree of 
freedom when implementing EU law, the ECJ stat-
ed that a  taxpayer has the right to seek a reduction 
of their VAT liability  given the right circumstances. 
However, it is the responsibility of  a Member State 
to correctly collect VAT and to prevent tax evasion  
without going beyond what is necessary, and there-
fore there must be  a proper procedure to allow a 
taxpayer to reduce their tax liability,  which it is for 

the Member State to construct, given an absence of  
conditions or obligations in the relevant EU law. 

 Th e ECJ thus ruled that it was for  the national 
court to determine whether the national legislation 
imposed  more requirements than necessary for a 
taxpayer to prove that payment  had not been made, 
and further argued that a taxpayer may directly  rely 
upon a relevant provision of the EU VAT Directive 
to reduce their  VAT liability if the national law is 
found to be unreasonable.  

 Th e judgment was delivered on May  15, 2014. 

  http://curia.europa.eu/juris/document/document.
jsf?text=&docid=152344&pageIndex=0&docla
ng=EN&mode=lst&dir=&occ=first&part=1&c
id=166139  

  European Court of Justice:  Almos Agrárkülkereske-
delmi Kft. v. Hungary (C-337/13)  

  Netherlands 

 Th e European Court of Justice (ECJ)  was asked 
for a preliminary ruling concerning a company in 
the Netherlands  which presented an application 
for a diesel engine to be placed under  the external 
Community transit procedure, but which missed 
the deadline  for presentation at the offi  ce of des-
tination, resulting in customs  duties and turnover 
taxes becoming payable. After the company won  
its case that it should not have to pay the taxes in 
question before  both the District Court and the 
Court of Appeal, the Dutch Minister  for Finance 
brought it to the Supreme Court, which decided 
to approach  the ECJ for an interpretation of the 
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EU Customs Code and VAT Directive  regarding 
the consequences of not adhering to the time limit 
set by  national legislation. 

 Th e ECJ was fi rst asked whether the  customs pro-
cedures had been fulfi lled resulting in a customs 
duties  liability despite the expiration of the time 
limit. Regarding the  question of which EU law 
provision to apply, between the one that  applies to 
removal from customs and the one that applies to 
non-compliance  with customs, the late presenta-
tion of the engine to customs meant  that procedure 
had not been followed and therefore the former 
provision  was not relevant. However, applying the 
latter provision in conjunction  with national legis-
lation results in a customs duties liability, accord-
ing  to the ECJ, regardless of whether information 
pertaining to the reason  for the delay was provided 
by the company. 

 Th e ECJ was then asked about the application  of 
the EU VAT Directive to the present circumstanc-
es. Goods "subject  to importation" would incur 
VAT under the law, and given the appropriate  pro-
vision of the Customs Code, the goods would have 
been imported  if they were subject to customs du-
ties. Th erefore the ECJ concluded  that the national 
court must determine, given the application of EU  
legislation, whether the engine had been subject to 
customs duties  following the fact that it had failed 
to comply with customs procedures,  and as a result 
had incurred VAT because of the relevant provi-
sions  of the VAT Directive preventing it from being 
subject to importation.  

 Th e judgment was delivered on May  15, 2014. 

  http://curia.europa.eu/juris/document/document.
jsf?text=&docid=152341&pageIndex=0&docla
ng=EN&mode=lst&dir=&occ=first&part=1&c
id=73789  

  European Court of Justice:  Netherlands v. X BV 
(C-480/12)  

  Netherlands 

 Th e European Court of Justice was  asked for a pre-
liminary ruling concerning two Netherlands com-
panies  which both objected to the withholding tax 
imposed on a dividend paid  to a company in the 
former Netherlands Antilles (which has since divid-
ed  to become two separate countries, St Maarten 
and Curacao, with the  islands of Bonaire, Saba and 
Sint Eustatius returning to direct control  by the au-
thorities in the Netherlands). 

 Th e issue raised in the court was  whether the with-
holding tax was contrary to the EU principle of the  
free movement of capital, given that the Nether-
lands Antilles was  at that time an overseas territory 
which may or may not be considered  part of Neth-
erlands for the purposes of EU law. 

 A past court case decided that the  principle of free 
movement of capital did apply to payments with 
overseas  territories, despite EU law not expressly 
mentioning overseas territories;  however the national 
court questioned the relevancy of the case since  it did 
not revolve around a country and its own overseas 
territory.  Th e national court decided to approach the 
ECJ for an interpretation  regarding the relationship 
between the Netherlands and the Netherlands  Antil-
les in relation to a dividends withholding tax. 
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 Th e ECJ pointed out that EU law does  mention 
the Netherlands Antilles as part of the Kingdom 
of the Netherlands,  but that the relevant provi-
sion does not refer to the application  of the free 
movement of capital principle. With regard to the 
importance  of an European Community decision 
concerning overseas territories,  it was reported that 
the decision "prohibits, among others, restrictions  
on the payment of dividends between the Europe-
an Union and OCTs". 

 However when considering the relationship  be-
tween the decision and the relevant EU law the 
ECJ found that the  decision would not apply 
in a situation where the restriction on dividend  
payments was intended to prevent tax avoid-
ance. Th erefore the ECJ  ruled that because the 
withholding tax on dividends to the Netherlands  

Antilles was "intended to prevent excessive capi-
tal fl ow towards the  Netherlands Antilles and to 
counter the appeal of that OCT as a tax  haven", 
it was not subject to the EC decision which dis-
allowed restrictions  on payments of dividends to 
overseas territories, provided that the  national 
court fi nds that the withholding tax is "combat-
ing tax avoidance  in an eff ective and proportion-
ate manner." 

 Th e judgment was delivered on June  5, 2014. 

  http://curia.europa.eu/juris/document/document.
jsf?text=&docid=146431&pageIndex=0&docla
ng=EN&mode=lst&dir=&occ=first&part=1&c
id=79877  

 European Court of Justice:  X BV v. Netherlands and 
TBG Limited v. Netherlands (C-24/12, C-27/12)    
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 Dateline June 12, 2014 

 We are seeing a series of improbable  developments 
in Japan, as previously unthinkable changes seem 
to be  swallowed wholesale by an economy which 
was thought to be on terminal  life-support. Th ere 
now seems to be wide acceptance that it will be  
possible to make  further cuts in corporate tax rates  
while  continuing to beef up sales taxes. Even the 
IMF agrees that this is  the correct strategy, while 
of course continuing to insist on the  need for mea-
sures to address the country's indebtedness: 240 
percent  of GDP and rising. Due to the fact that 
a very high proportion of  the debt is held by do-
mestic savers, who have historically been prepared  
to accept low interest rates, the average rate paid 
by the Government  is a mere 1 percent. But the 
budget defi cit this year is likely to  be 11 percent of 
GDP, far above a sustainable level, and debt service  
mops up nearly a quarter of current government 
spending. Given that  Japanese tax revenue amounts 
to only 28 percent of GDP (ten points  less than in 
the US and 20 points less than in Europe), the bar-
gain  between citizens and Government seems clear: 
we'll lend you money  as long as you don't tax us too 
much. What happens though if savers  break ranks, 
and refuse to continue to support the debt burden 
at  today's low rates? Th e answer given by Abenom-
ics seems to be that  a dash for growth will pull the 
country out of its current economic  malaise before 
the worm turns. 

 A deeper question perhaps is to ask  whether Japan 
can continue to be that immune to global pressures.  

Low interest rates are a worldwide phenomenon at 
present, as witness  this week's rate-chopping exercise 
by Mario Draghi. Th ere is not much  temptation for 
a Japanese saver to betray her Government's nation-
al  interest when the alternative is so unattractive. 
But the era of low  interest rates will soon come to 
an end – it is already remarkable  that so much print-
ing of money and quantitative easing has not led  to 
higher infl ation, perhaps only because of lack of pri-
vate demand  for money during the debt crisis – and 
when it does, rates will  shoot up. Japan is on a tight-
rope, therefore, and you have to hope  that Shinzo 
Abe will be able to get to the other side before the 
illusion  shatters. From that perspective, the IMF, 
for once, is right, and  the overriding need is for the 
Government to take more money from  its citizens, 
rather than continuing to borrow it. I never thought  
I would say such a thing, but: "Diseases desperate 
grown by desperate  appliance are relieved." 

 I was complaining last week about  the anti-consum-
er behavior of the US Department of Commerce 
(DoC),  and it is good to see that New Zealand's 
Government is suffi  ciently  economically literate 
to  consider a public interest test  in  cases of pro-
posed anti-dumping duties. Th is is a step towards 
my proposal  for an international review panel for 
anti-dumping actions, but I  am not silly enough to 
suppose that any large country will follow  New Zea-
land's example. And the moment that a left-wing ad-
ministration  takes power, they will abolish the test, 
of course. Let's wish New  Zealand 50 more years 
of Rogernomics! Meanwhile the appalling DoC  is 
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continuing to  dig away at the grave of free trade ,  in 
the process infuriating its trading partner China. 

 A tax on advertising is possibly an  even more egre-
gious off ense against free trade principles than are  
anti-dumping duties. I thought that such dippy ideas 
had been junked  along with Gosplan and the Marx-
ist-Leninist Millennium, but I was  wrong, because 
here it is, surfacing again in the EU's equivalent  of 
a Marx Brothers comedy, that's to say, the Hungar-
ian Government.  Th ey are seriously considering a 
 tax on the revenue of media organizations  of  up to 
40 percent. I really don't know where to begin with 
this one.  Presumably there is some undercurrent of 
moral disapprobation going  on: that was certainly 
the case in the USSR, where advertising was  seen as 
a reprehensible feature of capitalism, and taxing it 
was therefore  a virtuous expression of good Com-
munist principles. But Hungary isn't  Communist. 
It teeters on the edge of becoming a dictatorship, 
and  seems to have some fairly nasty fascist leanings, 
neither of which  appears fi tting for a Member State 
of the EU; but its economy is ruggedly  capitalist. So 
what is the logic of trying to destroy the ability  of 
companies to communicate with their customers? 
Especially perverse  is the idea of taxing media com-
panies more if they are more successful.  Anyway, 
the results of this foolish proposal are easily predict-
able:  fi rst, all media companies will leave immedi-
ately and conduct their  business in Hungary from 
outside the country. Th ere is nothing the  Hungar-
ian authorities can do about this, within the single 
market.  Second, advertising agencies will follow the 
media companies and will  do business with them 

elsewhere. Th ose Hungarian media companies that  
cannot physically move – a newspaper with a print-
ing plant in  Budapest, say – will set up advertising 
sales subsidiaries outside  the country and will off er 
space at knock-down prices to those subsidiaries  in 
order to minimize the amount of in-country adver-
tising revenue.  And so on. You can work it out for 
yourself. Th ere will be minimal  revenue from the tax 
and very high enforcement costs. And all that  is if 
the EU even permits the proposal in the fi rst place, 
which is  unlikely. What is wrong with these people? 

 Here's another old-fashioned conversation  going on 
across the border in Hungary's one-time imperial 
partner,  Austria, with a  cross-aisle coalition govern-
ment at loggerheads  with itself  over whether to fi -
nance tax cuts for the poor with  extra taxes on the 
rich. As in many countries in Europe, this discussion  
focuses on what is called "bracket-creep" or "cold 
progression" in  German, that's to say, the automatic 
rise in taxation that follows  on from infl ation-linked 
wage increases if tax brackets don't change.  But 
hold on a minute, just a few kilometers away, Mario 
Draghi is  doing his utmost to encourage infl ation, 
because (as he sees it) there  isn't enough of it. So how 
can there be bracket-creep if there is  no infl ation? It is 
just a nifty idea that left-wing negotiators have  fi xed 
on in order to bash the rich. Well, Gordon Brown 
found out about  bashing the rich during his short 
and disastrous tenure of Downing  Street. It doesn't 
work! But the news hasn't fi ltered across to Central  
Europe: Fog in the Channel: Continent Cut Off ! 

 Th e Jester 
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