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Introduction

Andrew Wiggins 
Global and UK Tax Accounting  
Services Leader 
+44 (0) 121 232 2065 
andrew.wiggins@pwc.com 

The Global tax accounting services newsletter is a 

quarterly publication from PwC’s Global Tax 

Accounting Services (TAS) group. In the 

newsletter we highlight issues that may be of 

interest to tax executives, finance directors, and 

financial controllers. 

In this issue, we provide an update on some of the 

FASB’s recent activity, summarise the EFRAG’s 

draft position on endorsement of IFRIC 23, set out 

some comments on the recent publication by the 

Public Company Accounting Oversight Board 

(“PCAOB”) of its Staff Inspections brief, and 

discuss the IFRIC’s recent meeting at which it 

considered how to deal with interest and penalties 

on income taxes. 

We also draw your attention to some significant tax 

law and tax rate changes that occurred around the 

globe during the quarter ended September 2017. 

We see a number of territories proposing or 

introducing legislation in response to the OECD’s 

BEPS initiative and the European Union’s Anti-Tax 

Avoidance Directives. These changes are likely to 

present significant tax accounting challenges some 

of which we discussed in last quarter’s newsletter. 

Finally, we discuss the use of technology for tax 

accounting purposes. There have been a number of 

new tools introduced over the past few years which 

companies may be able to take advantage of to 

improve their tax accounting processes. 

This newsletter, tax accounting guides, and other 

tax accounting publications are also available 

online. You can also register and access 

quarterly TAS webcasts for periodic updates on the 

latest developments. 

If you would like to discuss any of the items in this 

newsletter, tax accounting issues affecting 

businesses today, or general tax accounting 

matters, please contact your local PwC team or the 

relevant Tax Accounting Services network member 

listed at the end of this document. 

You should not rely on the information contained 

within this newsletter without seeking professional 

advice. For a thorough summary of developments, 

please consult with your local PwC team. 

 

Senior tax buyers name PwC as their first choice 

provider for tax accounting services globally* 

*These results are based on an independent 
survey of 2,649 primary buyers of tax 
accounting services globally, conducted  
by research agency Jigsaw Research  
(Q1–Q4 2016). 

 

mailto:andrew.wiggins@pwc.com
http://www.pwc.com/us/en/tax-accounting-services/research_publications.jhtml
http://www.pwc.com/us/en/tax-services/webcasts.html#tax_management_and_accounting_services
http://www.pwc.com/us/en/subscriptions/subsc-landing.jhtml
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Continued 

Accounting and reporting updates 

This section offers insight into the most recent 
developments in accounting standards and 
financial reporting, along with the tax 
accounting implications. 

The FASB update 

Final hedging guidance issued 

On 28 August 2017, the FASB issued guidance 

(ASU 2017-12, Derivatives and Hedging (Topic 

815)) outlining some significant amendments to 

hedge accounting. The guidance follows an 

Exposure Draft issued in September 2016, which 

led to the receipt of 60 comment letters. The 

effective date for the amendments for calendar 

year-end public companies is 1 January 2019, 

although early adoption is permitted.  

The new guidance will allow hedge accounting to be 

applied in more scenarios, which is intended to 

align the accounting with the economics of 

transactions and the risk management strategies 

that companies use. It also makes changes to 

presentation and disclosure requirements. 

The extended rules will include hedges of 

contractually-specified price components of 

commodity purchases or sales, hedges of the 

benchmark rate component of the contractual 

coupon cash flows of fixed-rate assets or liabilities, 

hedges of the portion of a closed portfolio of 

prepayable assets not expected to be prepaid, and 

partial-term hedges of fixed-rate assets or liabilities 

(e.g., the first and second years of a five-year bond). 

This should give businesses more flexibility. 

The rules also change the requirements for 

effectiveness assessments. Public business entities, 

financial institutions and public not for profits will 

need to make an initial effectiveness assessment of 

a hedge by the end of the first quarter in which they 

designate the hedge. Other companies must 

complete it before their financial statements are 

available to be issued.  

Ongoing assessments may be carried out using a 

qualitative approach rather than the quantitative 

approach required for the initial assessment. 

For cash flow hedges, if the hedge is highly 

effective, all changes in the fair value of the 

derivative hedging instrument will be recorded in 

other comprehensive income. They will be 

reclassified to earnings when the hedged item 

impacts earnings.  

For fair value hedges, by contrast, because the 

change in fair value of the hedged item and the 

derivative hedging instrument will still be recorded 

in current earnings, if the hedge is not perfectly 

effective, there will be an income statement impact. 

The change in fair value of the derivative will be 

http://www.pwc.com/us/en/cfodirect/publications/in-brief/fasb-hedge-accounting-asc-815.html
http://www.pwc.com/us/en/subscriptions/subsc-landing.jhtml
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Accounting and reporting updates

recorded in the same income statement line item as 

the earnings effect of the hedged item. 

Additional disclosures include cumulative basis 

adjustments for fair value hedges and the effect of 

hedging on individual income statement line items. 

Companies considering early adopting the new 

guidance should consider the impact on their tax 

accounting immediately. Tax departments should 

work with colleagues in the finance and treasury 

teams to ensure that, in addition to the pre-tax 

financial reporting implications, the tax and tax 

accounting implications of any changes are 

determined. For example, an analysis will be 

necessary to ascertain whether effective hedges for 

book purposes are effective for tax purposes. 

The ASU has some areas of alignment with the 

hedge accounting guidance in IFRS 9, Financial 

Instruments, so the FASB expects that applying the 

standards will result in similar outcomes in many 

common hedge accounting scenarios. The FASB 

notes that there are still differences between the 

standards, including the criteria for qualifying for 

hedge accounting, and the requirement in IFRS 9 

to measure and report hedge ineffectiveness. IFRS 

9 has an earlier effective date (2018 rather than 

2019) and its hedge accounting requirements 

can be deferred, allowing companies to 

continue to use the hedge accounting rules 

under IAS 39, Financial Instruments: 

Recognition and Measurement. 

EFRAG 

IFRIC 23 endorsement process 

 EFRAG (The European Financial Reporting 

Advisory Group) advises the European Union 

(“EU”) on whether it should endorse new IFRS 

accounting standards and interpretations.  

EFRAG reviewed IFRIC 23 Uncertainty over 

Income Tax Treatments and issued a draft 

endorsement advice letter. It also issued an 

invitation to comment on the endorsement of the 

new Interpretation.  

EFRAG’s preliminary conclusion is that IFRIC 23 

should be endorsed for use in the EU. 

It bases this conclusion on whether the 

Interpretation meets the technical criteria laid out 

in the IAS Regulation, and on whether it is 

conducive to the European public good.  

EFRAG will consider the feedback received in 

response to its invitation to comment before 

finalising its advice to the European Commission.  

Final EU endorsement is expected in 2018; EU 

companies considering early adoption before then 

will need to consider the implications of this for the 

availability of transitional relief.  

The PCAOB Staff Inspection Brief 

Overview 

The PCAOB issued its Staff Inspection Brief 

on 30 August 2017, setting out information 

on its ongoing inspections of auditors of 

public companies. 

The Brief identifies various recurring audit 

deficiencies. In recent inspections the most 

frequent deficiencies were: internal control over 

financial reporting; assessing and responding to 

risks of material misstatement; and accounting 

estimates, including fair value measurements. 

In assessing the audit of internal controls, the 

PCAOB’s staff continue to consider whether the 

procedures carried out by the audit team were 

sufficient to identify, test and conclude on controls 

in areas where the auditors had identified risks of  

http://pwc.blogs.com/ifrs/2017/09/ifrs-9-hedge-accounting-should-i-stay-or-should-i-go-now.html
https://pcaobus.org/News/Releases/Pages/staff-inspection-brief-2017-issuers-8-30-17.aspx
http://www.pwc.com/us/en/subscriptions/subsc-landing.jhtml
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Accounting and reporting updates

material misstatement. In particular this included 

controls that contain a review element. 

When considering the assessment and response to 

risks of material misstatement, the staff focus on 

whether the controls testing was sufficient, as 

suggested by the paragraph above. They also 

consider the substantive procedures carried out 

and whether they addressed the risks of material 

misstatement identified by the auditors, including 

fraud risks. The accuracy and completeness of the 

disclosures related to these areas are also 

considered, as is how the audit firm evaluates audit 

evidence that may contradict assertions in the 

financial statements. 

Accounting estimates present an inherent risk and 

therefore are a focus for the staff. In particular they 

consider impairment testing for goodwill, and fair 

value allocations in business combinations. 

The staff indicated that although they had seen 

some improvements, they continued to find many 

deficiencies across auditing firms in these areas, so 

they should remain an area of focus for auditors.  

A risk based approach is used to select financial 

reporting areas for inspection. Areas commonly 

selected on this basis include revenue and 

receivables, non-financial assets, inventory, 

financial instruments, loan loss provisions, income 

taxes, benefit related liabilities and equity 

transactions. For 2017 there is also a focus on going 

concern assessments.  

Particular areas within income tax accounting have 

also been identified as additional areas of focus, 

namely indefinite reinvestment assertions for 

companies with significant undistributed foreign 

earnings, and the design and effectiveness of 

controls over income tax accounting.  

The report also noted other aspects of the audit 

that the PCAOB’s staff would consider. These 

included new accounting standards, multinational 

audits, audit software tools and cybersecurity, and 

audit firm quality control procedures. 

The takeaway 

When preparing their financial statements, 

companies should consider how they have 

addressed these areas of focus, along with any 

other area that involves significant judgement from 

management. Companies should ensure they have 

addressed these areas in both their accounting for 

income taxes and in the design and execution of 

their related financial reporting controls. 

The IFRIC update 

Overview 

The IFRS Interpretations Committee (“IFRIC”) 

met on 12 September 2017. Among the items 

discussed were interest and penalties related to 

income taxes. The issue had been raised in 

response to the draft Interpretation Uncertainty 

Over Income Tax Treatments. The final 

Interpretation did not address interest and 

penalties; however it was noted that there was 

diversity in practice and the absence of any 

guidance in the Interpretation would mean that the 

diversity would continue. The Committee therefore 

considered the question of whether a project 

should be developed to consider the treatment of 

interest and penalties. 

 

http://www.ifrs.org/news-and-events/calendar/2017/september/ifrs-interpretations-committee/
http://www.pwc.com/us/en/subscriptions/subsc-landing.jhtml
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Accounting and reporting updates 

Research was carried out in advance of the March 

2017 meeting of the IFRIC identifying that groups 

either applied IAS 12 Income Taxes or IAS 37 

Provisions, Contingent Liabilities and Contingent 

Assets to interest and penalties. 

The Committee at the March meeting made a 

tentative decision not to take on a project to 

address interest and penalties and stated in the 

tentative decision that: 

a) if an entity determines that amounts payable 

or receivable for interest and penalties are 

income taxes, then the entity applies IAS 12 to 

those amounts. If an entity does not apply IAS 

12 to interest and penalties, then it applies IAS 

37 to those amounts; and 

b) paragraph 79 of IAS 12 requires an entity to 

disclose the major components of tax expense 

(income); for each class of provision, 

paragraphs 84-85 of IAS 37 require a 

reconciliation of the carrying amount at the 

start and end of the reporting period as well 

as various other pieces of information. 

Accordingly, regardless of whether an entity 

applies IAS 12 or IAS 37 when accounting for 

interest and penalties related to income taxes, 

the entity would disclose information about 

those interest and penalties if it is material; 

and 

c) paragraph 122 of IAS 1 Presentation of 

Financial Statements requires disclosure of the 

judgements that management has made in the 

process of applying the entity’s accounting 

policies and that have the most significant 

effect on the amounts recognised in the 

financial statements. 

A number of comments were received in response 

to the tentative agenda decision, raising issues such 

as whether entities should be required to determine 

whether interest and penalties are within the scope 

of IAS 12; how entities should do this; whether an 

entity has an accounting policy choice between IAS 

12 and IAS 37 if it determines that interest and 

penalties are not income taxes; and how entities 

should distinguish between tax and interest and 

penalties when negotiating a single payment with 

the taxation authorities. 

Having considered the issues raised, the IFRIC’s 

staff made a recommendation that the Committee 

should not add the issue to its agenda.  

The Committee agreed with this conclusion and 

concluded that it should not add a project on 

interest and penalties to its agenda. However, it did 

make an observation in the agenda decision that 

entities do not have an accounting policy choice 

between applying IAS 12 and applying IAS 37 to 

interest and penalties. Instead, it observed that: 

If an entity considers a particular amount payable 

or receivable for interest and penalties to be an 

income tax, then the entity applies IAS 12 to that 

amounts. If an entity does not apply IAS 12 to a 

particular amount payable or receivable for 

interest and penalties, then it applies IAS 37 to 

that amount. 

An entity discloses its judgement in this respect 

applying paragraph 122 of IAS 1 Presentation of 

Financial Statements if it is part of the entity’s 

judgements that had the most significant 

effect on the amounts recognised in the 

financial statements. 

Paragraph 79 of IAS 12 requires an entity to 

disclose the major components of tax expense 

(income); for each class of provision, paragraphs 

84–85 of IAS 37 require a reconciliation of the 

carrying amount at the beginning and end of the 

http://www.pwc.com/us/en/subscriptions/subsc-landing.jhtml
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reporting period as well as other information. 

Accordingly, regardless of whether an entity 

applies IAS 12 or IAS 37 when accounting for 

interest and penalties, the entity discloses 

information about those interest and penalties if it 

is material. 

The takeaway 

Bearing in mind the observations of the IFRIC, 

companies with interest and penalties related to 

income tax items should determine whether 

interest and penalties related to a particular tax 

item are themselves income tax items or not. If 

they are income tax items then they should be 

treated in line with IAS 12; if not, in line with  

IAS 37. 

Applying IAS 37 rather than IAS 12 might lead to 

changes in recognition and measurement in some 

cases and would mean interest and penalties 

related to income taxes being presented differently 

in the income statement. 

Entities need to decide whether a particular 

amount payable or receivable for interest and 

penalties is an income tax. IC agenda decisions in 

March 2006 and May 2009 noted that IAS 12 

defines income taxes as taxes that are based on 

taxable profits and the term ‘taxable profit’ implies 

a notion of a net rather than a gross amount. 

Amounts that are not based on taxable profits are 

not income taxes. For example, interest and 

penalties might not be separated from income taxes 

when there is an overall settlement with a tax 

authority and any interest and penalties cannot be 

identified separately. 

Companies that have previously concluded that IAS 

37 or IAS 12 could be applied to interest and 

penalties as a policy choice, and included them 

within the tax line having applied IAS 12, should 

consider revising their accounting policy to reflect 

interest and penalties above the line in cases where 

IAS 37 should apply (and vice versa). IAS 8 should 

be applied to any change in policy. 

Companies with material interest and penalties 

ought to review the disclosure of these amounts in 

light of the observations of the IFRIC.

http://www.ifrs.org/-/media/feature/implementation/agenda-decisions/ias-12-scope-march-2006.pdf
http://www.ifrs.org/-/media/feature/implementation/agenda-decisions/ias-12-classification-of-tonnage-taxes-may-2009.pdf
http://www.pwc.com/us/en/subscriptions/subsc-landing.jhtml
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Recent and upcoming major tax law changes 

This section focuses on major changes in the 
tax law that may be of interest to multinational 
companies and can be helpful in accounting 
for income taxes. It is intended to increase 
readers’ awareness of the main global tax law 
changes during the quarter, but does not offer 
a comprehensive list of tax law changes that 
should be considered for financial statements.  

We have commented briefly on some of the tax 

accounting implications of the law changes set out 

below, particularly where these go beyond the 

requirement to adjust the current tax provision 

calculation or adjust deferred tax balances for rate 

changes. However, companies should not treat the 

tax accounting analysis in these summaries as 

exhaustive and should consider the implications for 

their particular circumstances.  

Argentina 

The Argentine Tax Authorities on 17 July 2017 

introduced measures to allow capital gains tax to 

be collected from non-residents subject to capital 

gains tax on the transfer of shares in Argentine 

companies. These measures were then suspended 

for 180 days from 20 July 2017. 

Rules imposing the tax have been in place for a 

number of years. They set out that the sale of 

shares in an Argentine company from one non-

Argentine company to another should be taxed at 

15%, either on the actual capital gain calculated 

according to Argentine tax rules or on a deemed 

gain calculated at 90% of the proceeds from the 

transaction. However, no mechanism for paying 

the tax has been in place leading to non-payment. 

The new rules introduce such a mechanism and 

require it to be applied to all relevant transactions 

taking place after 23 September 2013. For sales not 

taking place through a stock exchange, the buyer 

should act as the withholding tax agent. The 

Argentine authorities received many complaints 

about the retrospective nature of the change and 

therefore agreed to suspend the application of the 

new rules until January 2018.  

It is expected that further guidance will be received 

from the Argentine authorities over the 180 day 

period to address the questions that companies 

may have. 

Companies that are potentially impacted by the 

new measures should consider what actions they 

may need to take, for example if, as buyers, they 

have rights to reclaim amounts from sellers 

that should have been paid over as tax to the 

tax authorities.  

Companies should also consider whether this gives 

rise to any uncertain tax positions or has other tax 

accounting implications.  

Belgium 

The parties making up the Belgian government 

have reached an agreement on a proposal for an 
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Recent and upcoming major tax law changes

important tax, economic and social reform 

package. The package aims to boost the economy 

by creating an environment that is friendly to 

investment in Belgium. The key provisions are a 

gradual reduction in the corporate tax rate from the 

current 33.99% (including the 3% surcharge) to 

25% in 2020, and fiscal consolidation – the ability 

to offset profits and losses with other Belgian 

companies in the same group. 

The proposed rate decrease will be achieved in 

steps, initially reducing the rate to 29.435% 

(including the effect of the surcharge) in 2018 

before stepping down to 25% in 2020. The rate 

decrease also applies to the surcharge, which will 

be completely abolished as from 2020 and limited 

to 1.5% in 2018.  

The proposed fiscal consolidation regime is 

expected to begin in 2020. Details on the system’s 

application and limitations in practice are not 

yet available.  

The notional interest deduction, will be 

maintained, with modifications to encourage the 

equity increases. As from 2018, this deduction 

would be calculated based on the incremental 

equity increase over a period of five years and no 

longer on the total amount of the company’s 

qualifying equity, with some transitional rules. 

To finance these new measures, a minimum tax 

charge is proposed on companies making more 

than one million euros profits by limiting the 

availability of corporate tax deductions. As from 

2018, certain deductions could only be claimed on 

70% of the profits exceeding the one million 

threshold. The remaining 30% would be fully 

taxable at the new rate outlined above.  

The deductions to be restricted are tax losses 

carried forward, dividends received carried 

forward, the innovation income deduction carried 

forward and the notional interest deduction 

(carried forward and new incremental NID). The 

deductions which cannot be used because of this 

new rule can still be carried forward indefinitely. 

Deductions for investments (general and 

innovation) will continue to be available in full.  

The effect of this is that a company will always pay 

at least 7.5% tax on profits exceeding one million 

euros (based on a corporate income tax rate of 25% 

as from 2020). For 2018 and 2019, the minimum 

tax charge will be higher reflecting the higher 

corporate income tax (CIT) rate in place for those 

periods. Details of how this will be implemented 

remain unclear. 

In addition, the proposal sets out that the 

European Anti-Tax Avoidance Directives I and II 

will be implemented by 2020. This will mean that 

interest restriction rules, CFC rules, and anti-

hybrid rules will all be brought in. The interest 

restrictions are expected to allow deductions for 

interest up to 30% of EBITDA, the most generous 

ratio permitted by the Directives. Loans made prior 

to 17 June 2016 will be grandfathered. 

A number of other measures are included in the 

proposals. Draft legislation to put these measures 

in place is expected in the next few weeks. As the 

legislation goes through the parliamentary process, 

changes to the details of the rules can be expected.  

Companies with operations in Belgium should 

review the proposals and consider whether any 

disclosure is required of the anticipated effects.  

Cyprus 

On 30 June 2017 the Cyprus Tax Authorities (CTA) 

issued a circular providing guidance for the tax 

treatment of intra-group financing transactions 

(IGFTs). The circular, effective as from 1 July 2017, 

closely follows the application of the arm's length 

 

https://www.pwc.be/en/news-publications/news/tax-reform.html
http://www.pwc.com.cy/en/publications/assets/N-13-2017.pdf
http://www.pwc.com/us/en/subscriptions/subsc-landing.jhtml
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Recent and upcoming major tax law changes

principle of the OECD Transfer Pricing (TP) 

Guidelines. It applies for all relevant existing and 

future IGFTs. No grandfathering provisions have 

been provided for existing IGFTs. 

The circular requires the carrying out of a 

comparability analysis for the purpose of 

describing the IGFT and determining the 

applicable arm's length remuneration. Of particular 

note in the comparability analysis are the 

requirements for (i) sufficient equity level and (ii) 

adequate substance in Cyprus, relating to the 

IGFTs. Under certain conditions taxpayers 

carrying out a purely intermediary intra-group 

financing activity may opt for a Simplification 

Measure (resulting in a minimum 2% after-tax 

return on assets). 

France 

A tax action plan has been published in France 

and is expected to be introduced into French law 

later this year.  

Key provisions of the plan include a reduction in 

the corporate income tax rate and the elimination 

of the 3% tax on dividends and deemed 

distributions, which has recently been the subject 

of a number of legal actions. 

The corporate income tax rate is proposed to be cut 
in stages to 25% from the current 331 3⁄ %. 

The cuts to the main rate are proposed to begin for 

tax years beginning on or after 1 January 2019, 

when the rate will reduce to 31%; the following year 

it will reduce to 28%; for tax years starting on or 

after 1 January 2021 it will fall to 26.5%, reaching 

25% for tax years starting on or after  

1 January 2022. 

The 3% dividend tax is expected to be repealed for 

dividend payments made on or after 1 January 

2018; no replacement is envisaged under the plan.  

The legislative process is expected to begin in 

October and enactment may be completed in Q4. 

There may be changes to the proposals as they 

progress through the French parliament.  

However, companies should consider the possible 

tax accounting implications that will arise once any 

changes are enacted/substantively enacted. In 

particular, the need to remeasure deferred taxes in 

French companies or branches (and the need to 

consider the scheduling of the reversal of deferred 

tax assets and liabilities given the proposed phased 

reduction in the rate) will be important. In 

addition, the change to any outside basis deferred 

tax calculations and disclosures driven by the 

expected elimination of the dividend tax will have 

to be considered. 

Ireland 

The Irish government has published an 

independent report on Ireland’s corporation tax 

code. The report was undertaken to determine how 

to: achieve high standards of tax transparency; 

ensure fairness in the corporation tax code; 

implement Ireland’s commitments under the 

OECD's BEPS project to tackle harmful tax 

competition and aggressive tax planning; deliver 

tax certainty for businesses while maintaining the 

competitiveness of Ireland’s corporation tax 

offering; maintain the 12.5% corporation tax 

rate; and identify the role and sustainability 

of corporation tax receipts in the 

government’s finances. 

The report’s conclusions on the effectiveness of 

the current Irish corporate tax system in achieving 

these goals were broadly positive. However, a 

number of recommendations for change were 

put forward. 

We set out below a summary of the key 

proposed changes:

 

http://www.pwc.com/us/en/tax-services/publications/insights/france-tax-action-plan-supports-investment-and-growth.html
http://www.pwc.com/us/en/tax-services/publications/insights/irish-department-of-finance-independent-review-of-tax-code.html
http://app.pwc.ie/e/er?elq_mid=1379&elq_cid=48377CP%20%3A%20WBY%20%3A%20IC%3A%20Coffey%3A%2012%2F09%2F2017EM%20%3A%20WBY%20%3A%20IC%20%3A%20Coffey%20Report%3A%2012%2F09%2F2017&s=1342650979&lid=2644&elqTrackId=9cbaa4c594e2460ca5166aeebe0eebe6&elq=d6bb9cdd866742118bf792fa178c9538&elqaid=1379&elqat=1
http://www.pwc.com/us/en/subscriptions/subsc-landing.jhtml
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 modernisation of TP rules, by adopting the 

2017 OECD TP guidelines, extending TP rules 

to all transactions, including non-trading 

transactions (reducing the scope for interest 

free loans), and adopting the OECD BEPS TP 

documentation recommendations; and 

 changes to the Intellectual property (“IP”) 

regime, including capping at 80% the offset of 

income by IP amortisation and related 

financing expense, with excess deductions 

carried forward.  

The proposed carry forward of excess deductions 

will have deferred tax implications for affected 

taxpayers, who will need to consider whether the 

resulting deferred tax asset should be recognised.  

Israel 

An Israeli District Court ruled that when an 

Israeli company owning IP is acquired and shortly 

thereafter its employees and other assets (including 

IP) are transferred to a related party, the transfer 

should be viewed as a sale of the entire business 

activity and the value of the IP should be broadly 

defined and be derived from the share acquisition 

price for tax purposes rather than solely from a 

purchase price allocation exercise carried out for 

accounting purposes. 

This is a common transaction in acquisitions of 

Israeli companies. This court ruling is the first to 

address the taxation of this transaction. The 

employees and assets (including IP) of the acquired 

company are transferred, giving rise to a capital 

gain. In the ruling, the Court provides its 

interpretation of the transfer pricing principles that 

address how to define the essence and scope of the 

assets being transferred and how those assets 

should be priced. 

Luxembourg 

The government of Luxembourg has introduced a 

bill proposing a new IP regime. 

The bill is intended to align the Grand Duchy’s IP 

regime with the proposals of BEPS Action 5, by 

introducing a nexus approach. This requires a 

direct connection between spending on IP and the 

resulting assets and income.  

The rules are proposed to apply to inventions 

protected by patents and equivalent rights, and to 

software protected by copyright. 

The bill introduces the concept of qualifying 

expenditure and eligible income. Qualifying 

expenditure is an expenditure directly connected 

with the development of the IP, and excludes 

acquisition costs and financing costs. The R&D 

activity must be performed by the taxpayer itself, or 

by an unrelated outsourcing partner. 

Eligible income includes royalties, capital gains and 

embedded IP income. The nexus regime specifies 

that the proportion of income that may benefit 

from the 80% exemption is the same as the 

proportion of qualifying expenditure to overall 

expenditure, with a 30% uplift applied to the 

qualifying expenditure up to the amount of 

overall expenditure.  

The law is proposed to come into effect in 2018. 

The country’s existing IP regime will continue to 

run for grandfathered assets until 30 June 2021.  

Italy  

The Italian Ministry of Finance issued a decree on 

3 August 2017 which set out new anti-avoidance 

regulations amending Italy’s Notional Interest 

Deduction (“NID”) regime. 

The regulations include rules aimed at preventing 

the duplication or multiplication of the NID benefit 

resulting from a single cash contribution. The 

regulations achieve the desired result by reducing 

 

http://www.pwc.com/gx/en/tax/newsletters/pricing-knowledge-network/pdf/pwc-tp-israel-dis-ct-ruling-ip-migration.pdf
http://www.pwc.com/us/en/tax-services/publications/insights/luxembourg-proposes-ip-tax-regime.html
http://www.pwc.com/us/en/tax-services/publications/insights/luxembourg-proposes-ip-tax-regime.html
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new equity for the purposes of the rules when cash 

contributions are made to related parties (both in 

Italy and abroad). The regulations also require a 

reduction of new equity for these purposes when 

acquisitions are made from non-Italian related 

parties or when loans are issued to non-Italian 

related parties. 

The regulations maintain the provisions barring the 

generation of new equity qualifying for the NID by 

cash contributions received from entities in black-

listed territories.  

Mexico 

The Mexican government presented its 2018 

budget proposal and tax reform on 8 September 

2017. The proposed Budget does not include new 

taxes or increases to existing taxes. 

There is a proposal to amend the requirements for 

informational returns for relevant operations, 

which have been in place since 2014. These were 

recently found to be unconstitutionally broad by 

the Supreme Court, and the proposals attempt to 

address this by more clearly defining the 

requirements. It is not clear whether the proposed 

changes will be sufficient to render the 

informational return requirements 

constitutionally valid.  

New Zealand 

The New Zealand government published its final 

policy decisions on new BEPS related measures in 

August. This follows earlier announcements in 

March 2017. The areas addressed by the 

proposals include interest restrictions, TP, and 

permanent establishment (“PE”), and hybrid 

mismatches. Most of these rules will apply for 

periods commencing on or after enactment, which 

is expected before the end of June 2018. Detailed 

draft legislation is expected in December 2017. 

The interest restrictions do not follow the BEPS 

Action 4 recommendations of interest to EBITDA 

ratios. Instead they propose revisions to the thin 

capitalisation rules, requiring inbound related 

party loans to be priced as plain vanilla senior debt, 

with a rebuttable presumption of parental support.  

There will also be a safe-harbour in the form of an 

interest rate cap, so companies will not have to 

carry out detailed transfer pricing of debt exercises 

if they fall within the safe harbour.  

The TP proposals align more closely with the BEPS 

Action 7 proposals. In addition, they shift the 

burden of proof to the taxpayer, rather than the tax 

authorities, and extend the statute of limitations to 

seven years from the current four.  

The PE proposals aim to clarify that a PE will arise 

for a non-resident if a person “habitually concludes 

contracts, or habitually plays the principal role 

leading to the conclusion of contracts that are 

routinely concluded without material modification 

by the [non-resident]”.  

The Government’s intention under the PE rules is 

to target activities closely linked to the conclusion 

of a sale. There is as yet little guidance from the 

authorities on the attribution of profits to a PE, 

therefore uncertainty will remain.  

The hybrid mismatch rules are closely aligned with 

the BEPS Action 2 proposals. They are expected to 

apply from 1 July 2018. There are a few deviations 

from the BEPS proposals, including an option for 

New Zealand investors in non-New Zealand 

hybrids to elect to treat the hybrids as 

opaque entities. 

Netherlands 

The Dutch government introduced a consultation 

on 10 July 2017 on the implementation of the EU’s 

Anti-Tax Avoidance Directive I (ATAD I). The 

 

http://www.pwc.com/us/en/tax-services/publications/insights/mexico-2018-proposed-budget-no-significant-changes-to-taxes.html
http://www.pwc.co.nz/insights-and-publications/subscribed-publications/tax-tips/tax-tips-alert-august-2017.html
http://read.pwc.com/i/803559-tax-tips-march-2017
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consultation addresses interest restriction rules, 

CFCs and exit taxation rules. A future consultation 

is likely on the anti-hybrid rules required under 

Anti-Tax Avoidance Directive II.  

Interest restrictions 

The proposed interest restriction rules will be 

familiar to followers of the BEPS process. Interest 

will be deductible only to the extent it does not 

exceed 30% of EBITDA (as defined for tax 

purposes), subject to a number of exceptions. 

 Companies which are not members of a group 

will not fall within the rules.  

 A de minimis amount of EUR 3m is proposed. 

 Two group ratio rules are proposed. The first 

exempts companies with an equity to assets 

ratio at most two percentage points lower than 

the corresponding group ratio. The second 

replaces the 30% interest to EBITDA ratio with 

a ratio of the group’s consolidated interest to 

pre-tax income if that ratio is higher than 30%.  

 Non-deductible interest is proposed to be 

available to be carried forward indefinitely. 

Further exceptions may be introduced over the 

course of the consultation period or when the next 

government takes power from the current 

caretaker government.  

CFC rules 

The consultation document asks respondents to 

indicate which of the EU’s two models for CFC 

rules they prefer. The two models are referred to as 

Model A and Model B.  

Model A requires that the passive income of a CFC 

is included in its parent domestic company’s tax 

base, unless the CFC is involved in substantive 

economic activities.  

Model B requires that income that has been 

artificially diverted from the domestic company to 

the CFC is recapture into the tax base of the 

domestic company. 

Model A was preferred by the Dutch House of 

Representatives in its initial considerations of a 

2017 Tax Bill, but the government is likely to 

be strongly influenced by the responses to 

the consultation. 

Exit taxation 

The consultation document proposes changes to 

the Netherlands’ exit taxation rules to align them 

with ATAD I. This would involve changing the 

current deferral of exit taxation to a system of 5 

annual instalment payments in the periods 

following the transaction giving rise to the exit tax. 

All of the above proposals are expected to be given 

effect in line with the requirements of ATAD I, by 1 

January 2019. 

South Korea 

The South Korean Ministry of Strategy and Finance 

announced the Korean government’s tax reform 

proposals on 2 August 2017. Most of the 

proposed changes will take effect from January 

2018 unless otherwise specified; they will 

remain subject to change until approved by the 

National Assembly.  

An increase in the tax rate applicable to income 

over 2bn Korean Wong (approximately US$177m) 

from 22% to 25% is proposed to take effect for tax 

years beginning on or after 1 January 2018. 

Limitations on the use of tax losses carried forward 

are proposed. Tax losses will continue to be 

available for offset for 10 years after the loss is 

incurred, however the amount of income in any 

year that can be offset by carried forward losses will 

be reduced from the current 80% to 60% for tax 

 

http://www.pwc.com/kr/ko/publications/tax-news-flash/samilpwc_tax-news-flash_aug2017_en.pdf
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years starting on or after 1 January 2018 and then 

to 50% for tax years starting on or after 1 January 

2019. Companies with tax losses should consider 

the impact of this proposal on the recoverability of 

the associated deferred tax asset. 

The reforms put forward a new tax on excess 

corporate earnings, based on a comparison of 

earnings and investment and/or other 

designated expenditure.  

Changes are also proposed to tax credits for job-

creating investments and to tax credits for an 

increase in the corporate payroll.  

Another reform announced by the Ministry would 

have the effect, if adopted, of facilitating certain 

corporate restructurings. For in-kind contributions, 

it would remove the current requirement that a 

separate and independent business is transferred 

in the transaction. 

The other type of transaction affected by the 

proposals is a hive down of a business by a 

company to a new subsidiary of that company. The 

proposed new rules would allow tax attributes 

associated with the hived down business to be 

passed with the business to the subsidiary. 

Further changes to the tax system are proposed as 

a response to the BEPS recommendations on 

hybrids and interest restrictions. The proposed 

hybrid rules restrict deductions for payments on 

financial instruments that are tax deductible in 

Korea but partially or entirely not taxable in the 

hands of a foreign related party because of the 

hybrid nature of the instrument.  

The interest restriction proposals will apply in 

addition to the existing thin capitalisation rules. 

They apply the ratio of interest to EBITDA 

principle that is recommended by the OECD and 

apply the 30% ratio that is the upper end of the 

recommendations. This rule, if adopted, would 

apply for fiscal years beginning on or after 1 

January 2019. 

United Kingdom 

A new Finance Bill was published on 8 September 

2017. It includes draft legislation for a number of 

initiatives that were originally intended to be 

enacted in spring 2017, but were delayed because of 

the country’s early general election.  

Key measures include changes to loss relief rules, 

the introduction of interest restriction rules in line 

with BEPS Action 4, changes to the Substantial 

Shareholding Exemption (“SSE”) for institutional 

investors, and changes to the anti-hybrid rules. 

Draft clauses dealing with these points were 

published on 13 July 2017. 

The interest restriction rules, the loss relief rules, 

and the SSE changes are expected to take effect 

from 1 April 2017. Anti-hybrid rules were enacted 

last year and apply from 1 January 2017; some of 

the changes are intended to apply from 1 January 

2017 and some from 13 July 2017. 

All of the rules mentioned above are expected to be 

enacted and substantively enacted in Q4 2017, in 

which case companies will need to consider the tax 

accounting effects of the tax law changes in their 

Q4 balance sheets.  

The UK government has also published draft 

clauses for a number of measures expected to be 

included in next year’s Finance Act. They will not 

be enacted or substantively enacted until 2018. 

Important changes for businesses include 

amendments to UK’s rules on withholding tax on 

interest, which are proposed to allow a withholding 

tax exemption for debt traded on a multilateral  

 

https://www.gov.uk/government/publications/finance-bill-september-2017-legislation-and-explanatory-notes
https://home.kpmg.com/uk/en/home/insights/2017/09/tmd-finance-bill-2017-19-and-draft-finance-no-2-bill-clauses.html
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trading facility (“MTF”) operated by a European 

Economic Area (“EEA”) regulated recognised stock 

exchange. This will effectively extend the current 

“quoted Eurobond” exemption to bonds traded on 

an MTF. This is intended to have effect from 

1 April 2018 

Changes to the Bank Levy are also proposed, so 

that the Levy will be chargeable only on the UK 

balance sheet equity and liabilities of banks and 

building societies. Broadly, this means that 

overseas activities of UK headquartered banking 

groups will no longer be subject to the Bank Levy. 

This change is intended to have effect for periods of 

account ending on or after 1 January 2021. 

United States of America 

The Treasury Department has identified eight 

regulations that it intends to modify or repeal in 

response to the President’s Executive Order 

requiring a review of regulations to identify those 

imposing undue financial burdens or undue 

Complexity, or exceeding the Internal Revenue 

Service’s (“IRS”) statutory authority. 

The regulations that have attracted the most 

attention are the Section 385 regulations, dealing 

with the treatment of certain interests in 

corporations as stock or indebtedness; the Section 

987 regulations, dealing with income and currency 

gain or loss; and the Section 367 regulations 

dealing with the treatment of certain transfers of 

property to foreign corporations.  

The report has been published and can be 

summarised as follows: 

Regulation Recommendation 

Section 385 Consider revoking and revising 

documentation regulations (with 

a prospective effective date) 

Section 987 Consider substantially revising 

Section 367 Consider substantially revising 

 

For the Section 385 regulations, the report notes 

that the documentation regulations may be revoked 

and revised, but the distribution regulations will be 

retained pending tax reform, which may render the 

regulations unnecessary. 

The report announced that the effective dates of the 

final Section 987 regulations should be deferred to 

2019. They will also be modified to allow for 

simpler compliance. The Treasury and the IRS are 

also considering modifications to the “fresh start” 

transition rules. 

The report proposes modifications to the Section 

367 regulations to grant an exception from the 

rules, permitting the historic, and more favourable 

tax treatment to apply when an outbound transfer 

of foreign goodwill and going concern value takes 

place in the context of the transfer of an active 

trade or business attributable to a foreign branch 

under circumstances with limited potential for 

abuse and administrative difficulties, including 

those involving valuation. 

The report represents a series of proposals and 

recommendations and without further action the 

proposals should not be considered enacted at 

this stage. 
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However, note that the Treasury published on 2 

October 2017 a separate Notice 2017-57 putting 

into effect the recommended deferral of the 

effective date of the Section 987 regulations.  

The Notice did not itself amend the regulations but 

the Treasury have confirmed that taxpayers may 

rely on the provisions of the Notice regarding those 

proposed amendments to the effective date. To the 

extent a company intends to rely on Notice 2017-57 

and delay application of the final Section 987 

regulations for one year, changes to the estimate of 

deferred taxes should be considered. 

Examples of these types of changes could include 

changes in the estimated tax balance sheet at the 

effective date or anticipated 2018 distributions that 

previously would not have had an effect on the 

deferred tax impact of the “fresh start”. 

Uruguay 

The Uruguayan government has introduced a bill 

proposing new tax rules for internet services and 

the software industry. 

The bill proposes new rules on the taxation of 

various film and television and internet services 

that take place at least partially in Uruguay. The bill 

proposes that beginning 1 January 2018, the 

portion of Uruguayan source income obtained from 

such activities would no longer be determined for 

CIT and non-resident income tax (NRIT) purposes 

by taking a notional percentage of the income as 

Uruguayan source. Instead, this type of income will 

be considered entirely Uruguayan-source, and 

therefore fully subject to CIT or NRIT.  

The bill proposes the same tax treatment on 

income earned by non-resident entities that render 

these services directly through the internet, 

technological platforms, apps or similar means, to 

the extent the service user is located in Uruguay.  

Software amortization is proposed to continue to 

be deductible for CIT purposes subject to the 

following rules: income derived from the software 

must be subject to local or foreign taxation, and the 

amortization deduction is proportional to the 

effective tax rate applicable to the income if the 

effective rate is lower than 25% (the Uruguayan 

statutory rate). The proposed rules would repeal 

the current CIT benefit, which allows the deduction 

of 1.5 times the actual amount of software service 

expenses. Income from software production and 

related services is proposed to remain exempt or 

partially exempt from CIT, based on a formula 

involving the direct costs of the software 

development divided by the total costs of the 

software development. 

The bill also addresses the use of Free Zones (“FZ”). 

It proposes that FZ users may render services from 

a FZ to Uruguayan CIT taxpayers, provided such 

services do not exceed 5% of the other services 

rendered by the FZ user during the tax year (i.e., 

compared to services provided either within the FZ 

to other FZ users or to third parties in other 

countries). These newly permitted activities would 

be covered by the large tax exemption that FZ users 

enjoy on their other activities. 

Further FZ related proposals include an exemption 

from tax for income from intellectual property and 

other intangible assets, to the extent that the 

income derives from research and development 

carried out in the free zone. 
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Tax accounting refresher

This quarter our tax accounting refresher 
steps away from the usual technical tax 
accounting matters and focuses on tax 
technology and its increasing importance 
to the effectiveness of multinational 
companies’ tax functions.  

Technology and the tax function 

The issue 

Tax departments are always under pressure. New 

regulatory demands create additional reporting 

requirements, the pace of law changes around the 

world is accelerating, and businesses are becoming 

increasingly global in the scope of their operations. 

At the same time budgetary pressures mean that 

recruiting enough additional skilled staff to deal 

with this work is difficult.  

These new requirements include those coming out 

of the BEPS process, such as Country by Country 

Reporting and new Master File and Local File 

transfer pricing documentation, as well as real time 

electronic reporting in some jurisdictions. 

In addition, the year-end reporting process is 

getting increasingly condensed for many groups as 

investors, regulators and leaders within their own 

organisations require reporting ever more quickly. 

There is no let up in the need for accuracy in the 

process, and indeed regulators and investors in 

many jurisdictions are demanding more 

disclosures and giving closer scrutiny to the 

information presented. 

 

In order to meet these many demands, tax 

departments need to be able to access corporate 

financial information, often in real time, and then 

to analyse it according to tax law and tax 

accounting principles. Tax departments may face 

internal barriers to obtaining the information, 

because of the way that reporting systems are set 

up. The tools that companies use to analyse the 

information vary; some rely on complex 

spreadsheets, others use more sophisticated tools; 

often a combination of tools are used, with 

spreadsheets used for some underlying analysis 

which feeds into the reporting process carried out 

on more specialist software. 

There are times when this process breaks down. 

This could be through failures in the technology, 

such as errors in the data retrieved or errors in the 

analysis as a result of the complexity of the 

spreadsheets used, or through lack of time for the 

analysis meaning that human error is more likely to 

creep in. The consequences can include findings of 

internal control deficiencies or even restatements 

of reported results. This can lead to regulatory 

sanctions and loss of investor confidence.  

According to Audit Analytics, an accounting 

research firm, in 2015 12.8% of all restatements 

http://www.pwc.com/gx/en/tax/publications/assets/pwc_tax_function_of_the_future_series_tax_professional_of_the_future_june_2017.pdf
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were tax-related, a figure which is broadly in line 

with the results over the past decade. Furthermore, 

16% of companies in a survey of manufacturing 

companies conducted in 2016 by PwC and the 

Manufacturers Alliance for Productivity and 

Innovation (“MAPI”) had experienced either a 

significant deficiency or material weakness related 

to tax in the last three years. 

The increasing amount of time devoted to dealing 

with compliance and reporting issues limits the 

ability of tax departments to focus on more value 

adding activities, such as strategic planning, and 

helping the business with new challenges or 

new markets. 

Using technology can help with these issues. It can 

free up time spent on routine tasks to allow tax 

professionals to focus on the important issues that 

require judgment and skilled evaluation. 

There are a number of ways that this can be done, 

and many tax departments have already started to 

change their processes to take advantage of the 

available technology.  

Below we discuss a framework that could be 

beneficial in assessing the state of the current tax 

function and technological solutions that may be 

available to streamline and simplify the tax process. 

Process review 

The first step is to take inventory of various steps in 

the tax provision process. This might include 

depreciation calculations, standard add-backs such 

as meals and entertainment, the calculation of 

adjustments for pensions and bad debts, outside 

basis calculations, and assessment of the 

recoverability of deferred tax assets. Included in 

this first step should be some consideration of the 

materiality of the different items, the amount of 

time and effort devoted to each of them, and the 

risks involved.  

Because processes are often built up over time with 

little chance to review them year on year, taking 

this step can reveal opportunities to reconsider the 

priority given to issues that take more than their 

fair share of resources. 

At this stage, groups might also consider the 

appropriate timing of various tax accounting 

processes. It may be possible, for instance, to use a 

10+2 or 11+1 actual and estimate approach for 

certain items that occur in a regular fashion 

throughout the period.  

Other processes, such as UTP assessments, are 

often already carried out pre-period end and 

updated at period end to account for material 

changes in the intervening period.  

Automation 

The second step is to consider whether it is 

possible to automate any of these processes, or 

parts of processes.  

Many companies are using automation tools (e.g. 

extraction, transformation and load tools) to do 

this. These tools allow users to define repeatable 

tasks, such as data extraction and data 

transformation, and automate them. The data can 

come straight from a company’s enterprise 

resource planning (“ERP”) system. 

This can be particularly useful where there are 

repetitive tasks that are carried out using 

spreadsheets, for example tax depreciation 

analyses, or extracting data from tax return 

preparation software, transforming it by re-

analysing it into a form that fits the company’s 

(different) tax provision preparation software, and 

loading the data into the provision software for 

return to accrual exercises.  

https://www.pwc.com/us/en/industrial-products/publications/pwc-mapi-tax-technology-survey.html
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In effect users can train the tools to perform the 

tasks that they would previously have carried out 

themselves, and to do it much more quickly and 

efficiently. The tools can connect directly to most 

databases that companies operate, and can extract 

data from different databases for use in the 

same workflow. 

Some companies are going further and using 

robotics. Robotics allows data to be extracted from 

the ERP and other sources with less intervention; 

for example, share based payment/stock based 

compensation data is often produced by human 

capital departments. Using robotics, an automated 

software agent or “bot” could be developed to open 

an email from the relevant HC contact, download 

the attachment, process the data to calculate the 

tax consequences, and export the results so that 

they can be integrated into the tax provision 

workpapers. The diagram below shows some 

examples of the areas where robotic process 

automation (“RPA”) may prove most useful for 

tax accountants. 
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Data analysis 

Once the data has been collected using these tools, 

other software can be used to analyse it. This 

analysis is the third step in the process. 

There are many analytic tools on the market, and 

many organisations will already have licenses and 

support for one or more of them, which may be 

leveraged for tax. Moving from data gathering to 

analysis allows tax professionals to spend time 

looking at the data differently and use new 

analytical techniques that previously were not 

available. These might include: 

 Correlation analysis, such as identifying 

disparities between statutory tax rates and the 

effective tax rate (ETR), drivers of the ETR, 

and identifying inconsistencies in indirect 

tax treatments; 

 Trend analysis, such as using predictive models 

for forecasting the ETR and cash taxes paid; 

 Optimisation analysis, such as applying 

optimisation techniques to determine the best 

transfer pricing fact pattern and conducting 

‘what-if’ scenarios for merger and acquisitions, 

or other tax planning or structuring 

opportunities; and  

 Exploratory analysis, such as using statistical 

and pattern matching algorithms to identify 

issues that might not be evident from standard 

reporting and visualisation techniques, such as 

incorrect information on invoices. 

The enhanced analysis of tax data can be very 

powerful and save significant amounts of time. 

Analysis that was not previously carried out can 

now be done, providing better information on 

which to base decisions, and saving time for 

other tasks. 

Managing workflow 

Multinational companies often have very complex 

reporting processes that require input from 

multiple teams across the different jurisdictions in 

which they operate. Workflow management tools, 

can help with this. They are often used as part of 

tax outsourcing engagements, but they are equally 

useful in the reporting process. They allow teams to 

designate milestones within the process, to allocate 

tasks to particular individuals, and for the process 

to be monitored centrally, so that if early milestone 

deadlines are missed, the problem can be identified 

and fixed before it is too late. Although the use of 

workflow management tools is increasing, this is 

still a novelty for many as the majority of tax 

departments still rely on email and shared drives as 

their primary document management/process 

management tools. 

Other considerations 

Companies may use a tax reporting tool that is 

integrated into their ERP, or look at other ways to 

“tax-sensitise” their ERP systems to incorporate tax 

requirements into the ERP. A tax reporting tool 

that is integrated into the ERP allows for a high 

level of automation of data extraction and 

manipulation. It includes full set of tax reports for 

the consolidated tax provision, including tax 

disclosures. It allows companies to reconcile their 

tax accounts to the accounting data, and generate 

the required tax journals. It also allows for a more 

efficient return to accrual process. However, 

introducing an integrated tax reporting tool 

requires that the tax department is part of the 

planning process defining requirements for new 

ERP implementations, and this is still not the case 

for more than 50% of companies (according to the 

PwC/MAPI survey). 
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Tax accounting refresher

A number of these improvements are only new as 

they are applied to taxes. Finance teams outside of 

the tax function have long been under pressure to 

automate more of their processes and to move 

away from the use of spreadsheets. Because of the 

complexity and high frequency of changes to tax 

rules, this has been harder to achieve for tax 

functions; however, as the scrutiny of tax reporting 

and the sophistication of the available tools are 

both increasing, it is becoming more realistic in 

many scenarios where it previously was not.  

The aim of the 2016 survey of manufacturing 

companies carried out by PwC and MAPI was to 

evaluate their tax functions and their current and 

expected future use of technology. The results 

showed that 56% of companies are still using 

spreadsheets as a provision tool. Although this is 

lower than the 62% in a similar survey in 2013, it 

still represents a majority of surveyed companies. 

Only 33% of companies believe that they are 

effectively leveraging their ERP systems to 

accumulate ‘tax sensitive’ data. This is the case 

despite 53% of companies having gone through a 

finance or tax transformation process. 

The takeaway 

Investment in tax technology and tax process 

efficiency will enhance companies’ ability to meet 

the expectations of their stakeholders in producing 

timely and accurate tax accounting information 

and financial reporting. It will allow them to deal 

with other demands that are increasingly being 

made, from increased tax authority audit activity to 

new CbCR and transfer pricing rules.  

Tax departments have often found it difficult to 

make the case for more investment, but by taking a 

step back from day to day activity to critically 

review their existing processes they should be able 

to identify areas that can benefit from the use 

of technology.  

In making this assessment it is important to 

remember that the use of technology is an enabler; 

technology in and of itself is not a comprehensive 

solution. Tax teams should ensure that they 

properly analyse the processes involved in their 

year-end and interim closes to allow them to take 

best advantage of this. 

Key advantages of increased use of technology can 

include efficiency in reporting, allowing skilled tax 

professionals to be deployed in more valuable areas 

(and reducing the risk of errors in the reporting 

process as more review time is available in the 

process), and the ability to deliver better insight to 

stakeholders within the business (and perhaps 

external stakeholders too if desired).  

In order to make a proper assessment of the 

advantages of the increased use of technology, 

companies should weigh the benefits against the 

costs. The last few years have shown that the 

benefits of technology, including efficiency in 

delivering information or analysis, and reduction in 

the risk associated with the use of manual 

processes, are becoming easier to achieve. 

Technology tools are becoming easier to use and 

training staff to enable them to take advantage can 

be done no longer requires teaching them how to 

code; it can be done through in office training or 

through workshops offered for multiple clients.  

At the same time, the costs to deliver such 

technology, in terms of both money and time 

required, are generally falling. As a result, it is now 

a good time to re-evaluate whether the recent 

developments have changed the cost - benefit 

analysis and exploring one or more of the 

technological options outlined above.
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Tax accounting refresher 

Over the years we have covered a 
number of technical topics in the tax 
accounting refresher section of this 
newsletter. Here we present a summary 
of the most recent topics and links to the 
relevant newsletters. We would love 
your input on what topics you would like 
us to cover in future newsletters. If you 
have any feedback, please feel free to 
reach out to any of the primary authors 
listed below.  

Tax accounting refresher topics 

Topic Newsletter 

Tax provisions for carve-out financial statements Q1 2016 

Foreign currency tax accounting Q2 2016 

Outside basis difference Q3 2016 

Key tax accounting areas for preparation of 2016 year-end financial statements Q4 2016 

Interim reporting Q1 2017 

Tax accounting and BEPS Q2 2017 

http://www.pwc.com/gx/en/tax/newsletters/global-tax-accounting/assets/pwc-global-tax-accounting-services-newsletter-april-2016.pdf
file:///C:/Users/kkleist002/Downloads/pwc-income-tax-accounting-and-reporting-developments-apr-jun-2016%20(1).pdf
https://www.pwc.com/gx/en/tax/newsletters/global-tax-accounting/assets/pwc-global-tax-accounting-services-newsletter-jul-sept-2016.pdf
http://dpe-preview.pwc.com/content/dam/pwc/gx/en/tax/newsletters/global-tax-accounting/assets/pwc-income-tax-accounting-and-reporting-developments-october-december-2016.pdf
http://www.pwc.com/gx/en/tax/newsletters/global-tax-accounting/assets/pwc-global-tax-accounting-newsletter-january-march-2017.pdf
https://www.pwc.com/gx/en/tax/newsletters/global-tax-accounting/assets/pwc-income-tax-accounting-and-reporting-developments-july-2017.pdf
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Contacts 

For more information on the topics discussed 
in this newsletter or for other tax accounting 
questions, contact your local PwC engagement 
team or your Tax Accounting Services network 
member listed here. 

Global and regional tax accounting leaders 

Global and United Kingdom 

Andrew Wiggins 

Global and UK Tax Accounting Services Leader 

+44 (0) 121 232 2065 

andrew.wiggins@pwc.com 

EMEA 

Tjeerd van den Berg 

EMEA Tax Accounting 

Services Leader 

+31 (0)88 792 10 19 

tjeerd.van.den.berg@pwc.com 

Latin America 

Mario Alfredo Arteaga 

Latin America Tax Accounting 

Services Leader 

+52 (999) 948 2957 

mario.alfredo.arteaga@mx.pwc.com 

USA 

Rick Levin 

US Tax Accounting Services Leader 

+1 (312) 298 3539 

richard.c.levin@pwc.com 

Asia Pacific 

Dervis Pajo 

Asia Pacific Tax Accounting Services Leader 

+86 21 2323 1577 

dervis.pajo@cn.pwc.com 

  

 

  

mailto:andrew.wiggins@pwc.com
mailto:tjeerd.van.den.berg@pwc.com
tel:312%20298%203539
mailto:richard.c.levin@pwc.com
mailto:terry.sy.tam@cn.pwc.com
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Contacts 

Tax accounting leaders in major countries 

Country Name Telephone Email 

Australia Ronen Vexler +61 (2) 8266 0320 ronen.vexler@pwc.com 

Belgium Koen De Grave +32 (3) 259 3184 koen.de.grave@pwc.com 

Brazil Manuel Marinho +55 (11) 3674 3404 manuel.marinho@pwc.com  

Canada Spence McDonnell +1 (416) 869 2328 spence.n.mcdonnell@pwc.com 

China Dervis Pajo +86 (21) 2323 1577  dervis.dp.pajo@cn.pwc..com  

Finland Iain McCarthy +358 (0) 20 787 7975 iain.mccarthy@fi.pwc.com  

France Marine Gril-Gadonneix +33 (1) 56 57 43 16 marine.gril-gadonneix@fr.landwellglobal.com  

Germany Heiko Schäfer 

Andrea Vitale 

+49 (69) 9585 6227 

+49 (21) 1981 7215 

heiko.schaefer@pwc.com 

andrea.vitale@pwc.com  

Hungary David Williams +36 (1) 461 9354 david.williams@pwc.com  

India Pallavi Singhal +91 (80) 4079 6032 pallavi.singhal@in.pwc.com  

Italy Marco Meulepas +39 (02) 9160 5501 marco.meulepas@pwc.com  

Japan Nobuko Yamashita +81 (3) 5251 2340 nobuko.yamashita@pwc.com  

Mexico Mario Alfredo Arteaga +52 (999) 948 2957 mario.alfredo.arteaga@mx.pwc.com 

Netherlands Tjeerd van den Berg +31 (0)88 792 10 19 tjeerd.van.den.berg@pwc.com 

Poland Jan Waclawek +48 (22) 746 4898 jan.waclawek@pwc.com  

Singapore Paul Cornelius +65 6236 3718 paul.cornelius@sg.pwc.com  

Spain Alberto Vila +34 (915) 685 782 alberto.vila@es.pwc.com  

Switzerland Reto Inauen 

Gil Walser 

+41 (58) 792 4216 

+41 (58) 792 6781 

Reto.inauen@ch.pwc.com 

Gil.walser@ch.pwc.com 

United Kingdom Andrew Wiggins +44 (0) 121 232 2065 andrew.wiggins@pwc.com  

United States Rick Levin +1 (312) 298 3539 richard.c.levin@pwc.com 

mailto:ronen.vexler@pwc.com
mailto:koen.de.grave@pwc.com
mailto:manuel.marinho@pwc.com
mailto:spence.n.mcdonnell@pwc.com
mailto:dervis.dp.pajo@cn.pwc..com
mailto:iain.mccarthy@fi.pwc.com
mailto:marine.gril-gadonneix@fr.landwellglobal.com
mailto:heiko.schaefer@pwc.com
mailto:andrea.vitale@pwc.com
mailto:david.williams@pwc.com
mailto:pallavi.singhal@in.pwc.com
mailto:marco.meulepas@pwc.com
mailto:nobuko.yamashita@pwc.com
mailto:tjeerd.van.den.berg@pwc.com
mailto:jan.waclawek@pwc.com
mailto:paul.cornelius@sg.pwc.com
mailto:alberto.vila@es.pwc.com
mailto:Reto.inauen@ch.pwc.com
mailto:Gil.walser@ch.pwc.com
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Primary authors 

Andrew Wiggins 

Global and UK Tax Accounting 

Services Leader 

+44 (0) 121 232 2065 

andrew.wiggins@pwc.com 

Alan Allkins 

Global and US Tax Accounting 

Services Director 

+1 (312) 298 6491 

alan.j.allkins@pwc.com 

Rick Levin 

US Tax Accounting Services Leader  

+1 (312) 298 3539 

richard.c.levin@pwc.com
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