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In brief 

The recently elected Chilean President, Michelle Bachelet, has announced significant changes to the 

current Chilean tax legislation for both companies and individuals. Per a document sent to the Chilean 

Congress by the President, the changes are designed to soften the inequality between richest and poorest 
population, mainly to fund areas such as public education in Chile.  

Further analysis is likely required to determine the impact of these changes on tax costs and reporting 

processes for both companies and individuals. The proposal is subject to Chilean Congress approval, 
where the President's coalition has majority. If ratified by the Chilean Congress, most of the proposed 

changes for individuals will be gradually put in force, and would not immediately affect taxpayers. 

 

In detail 

Companies with local and 
foreign personnel linked to 
Chile (both inbounds and 
outbounds) should be aware of 
the proposed changes which are 
outlined below: 

1.  Effective January 1 , 2017, 
the top income tax rate for 
residents would be reduced 
from the current 40% to 
35%.  

2.  For companies that have in 
place option schemes, there 
would be a bit more clarity 
with respect to the tax 
treatment of such options. 
Currently, the tax treatment 
for options are only indicated 
v ia Chilean Tax Office (SII) 
Tax Rulings. The proposed 

tax  law changes indicate that 
such options should be 
treated as ’employment 
income’ as opposed to 
investment income, although 
income tax may still arise on 
the capital gain obtained 
upon disposal of the options. 
There is no clarity at this 
stage as to whether further 
details such as the taxing 
point will be legislated. 

3. Where foreign-sourced 
employment income is 
taxable overseas for a 
resident taxpayer, the 
maximum amount to be 
claimed as a foreign tax 
credit would increase from 
30% to 35%, subject to 
certain conditions. 

4. No post-tax credit would be 
allowed anymore for certain 
resident taxpayers who have 
made local investments 
through the ’57 bis’ 
investment incentive 
scheme. 

5. Changes on concessions that 
apply to capital gains 
obtained on the disposal of 
real estates. 

6. The SII would have stronger 
faculties to ensure taxpayers 
meet their tax obligations, 
including access to electronic 
data and others. 

The takeaway 

It is likely that the discussion in 
the Chilean Congress will take 
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at least a few months. The above are 
only the proposed changes and there 
is no guarantee they will become part 

of the final legislated document. We 
will provide you with further details as 
the discussion progresses and once 

the new legislation has been ratified 
by  the Congress. 
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Let’s talk 
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