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Welcome
Keeping up with the constant flow of 
international tax developments worldwide 
can be a real challenge for multinational 
companies. International Tax News is a monthly 
publication that offers updates and analysis 
on developments taking place around the 
world, authored by specialists in PwC’s global 
international tax network.

We hope that you will find this publication 
helpful, and look forward to your comments.

Shi‑Chieh ‘Suchi’ Lee
Global Leader International Tax Services Network
T: +1 646 471 5315
E: suchi.lee@us.pwc.com
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Legislation
Argentina

Argentine Congress passes comprehensive tax reform

The Argentine Congress passed the proposed tax reform on 
December 27, 2017. It became effective on January 1, 2018. 
Some changes are significant, including an immediate 
transitional reduction in the corporate income tax (CIT) 
rate from 35% to 30% for the two taxable years beginning 
on or after January 1, 2018. For taxable years beginning on 
or after January 1, 2020, the CIT rate will decrease again, 
to 25%. The reform also includes a one-time tax on an asset 
revaluation for tax purposes. 

Passage of the legislation reflects the Congress’s commitment to 
modernizing the tax system and addressing the fiscal deficit. 

Please see our PwC Insight for more detail.

PwC observation:
Given the wide scope, nature, and relevance of these changes, 
the Argentine Tax Reform legislation may significantly affect the 
way multinational enterprises (MNEs) operate and organize their 
businesses in Argentina.

Therefore, MNEs may need to revisit their holding structures for 
their Argentine investments as well as for existing financing and 
cash repatriation structures.

See also: Tax reform in Argentina: Transfer pricing implications 
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Belgium

Belgian corporate tax reform enacted

The Belgian Parliament on December 22, 
2017, approved the major corporate tax 
reform announced in July. Most provisions 
of the new law (the Act) entered into 
force on January 1, 2018. The Act should 
positively affect Belgium’s international 
business competitiveness, while reinforcing 
the importance of tax compliance. The Act’s 
key provision is a gradual decrease in the 
corporate income tax rate from 33.99% to 
25%. Other important provisions include 
a 100% participation exemption and the 
introduction of a grouping system. 

Please see our PwC Insight for more detail.

PwC observation:
Through passage of the Act, Belgium seeks to 
demonstrate to both domestic and international 
investors its willingness to provide a competitive 
and sustainable tax system. The corporate 
tax rate reduction, 100% dividend exemption 
and group contribution system are at the 
heart of the reform that will be implemented 
during 2018-2020.

Maarten Temmerman
Antwerp – Belgium
T: +32 0 3 259 30 21
E: marten.temmerman@pwc.com

China

China further refines the foreign tax 
credit policy

China’s Ministry of Finance (MoF) and State 
Administration of Taxation (SAT) jointly 
issued Caishui [2017] No.84 (Circular 84) 
on December 28, 2017. Circular 84 further 
improves the current foreign tax credit (FTC) 
policy for Chinese enterprises’ overseas income 
stipulated in Caishui [2009] No.125 (Circular 
125), which became effective retrospectively 
on January 1, 2017. Highlights of Circular 
84 include: 

• In addition to the country-by-country (cbc) 
limitation in claiming FTCs, enterprises are 
allowed to use a new combined method of ‘no cbc’ 
limitation. However, once the method is adopted, 
enterprises cannot change it for five years. 

• For foreign-source dividends, the creditable 
underlying foreign tax is changed from three tiers 
to five tiers. 

PwC observation:
Circular 84 may benefit enterprises ‘going 
abroad’. Relevant enterprises should review 
their calculation method based on their overseas 
investment structure and actual FTC situation. In 
addition, due to the calculation complexity of five 
tiers, enterprises should enhance their internal 
tax administration to mitigate potential tax risk. 

Matthew Mui
China
T: +86 10 6533 3028
E: matthew.mui@cn.pwc.com

http://www.pwc.com/gx/en/tax/newsletters/international-tax-services/index.jhtml
https://www.pwc.com/gx/en/services/tax/tax-publications-subscription-form.html
https://www.pwc.com/us/en/tax-services/publications/insights/clarifying-rules-applicable-to-cfcs-foreign-currency-transaction.html


 www.pwc.com/its

Ecuador

On December 29, 2017, Ecuador published a law that 
includes significant tax changes (Ley Orgánica para 
la Reactivación de la Economía, Fortalecimiento 
de la Dolarización y Modernización de la Gestión 
Financiera in Spanish). The law took effect on its 
publication date. The most important modification is 
the increase in the general CIT rate to 25% from 22% 
for tax years starting on or after January 1, 2018. 

The law also increases, from 25% to 28%, the alternative CIT rate 
that applies to Ecuadorian entities more than 50% owned directly 
or indirectly by shareholders resident in tax-haven jurisdictions, or 
entities that do not disclose information about their shareholders. If the 
ownership is less than 50%, then the 28% rate applies proportionally. 

The law includes additional information requirements that apply when 
an Ecuadorian entity’s ultimate owner is not an Ecuadorian individual 
and one or more of the foreign direct or indirect shareholders is located 
in jurisdictions that allow nominal ownership of shares. In these cases, 
if the ultimate final beneficial owner is not disclosed, the applicable 
CIT rate will be 28%. 

The law maintains the existing 10% income tax rate discount. This 
applies to Ecuadorian entities in certain industries that reinvest their 
profits in Ecuador, provided they meet specific requirements.

The law introduces a new penalty applicable to taxpayers that do not 
disclose their foreign assets. The penalty is the higher of either 1% of 
the value of the taxpayer’s total assets or 1% of the taxpayer’s annual 
income during the year before the nondisclosure of assets. The penalty 
will be assessed on a monthly basis, up to 5% of the total value of the 
taxpayer’s assets or annual income (whichever applies). 

The law also requires that the tax authorities and other regulatory 
agencies issue regulations in connection with Ecuador’s participation 
in the Global Forum on Transparency and Exchange of Information 
(EoI) for Tax Purposes, particularly regarding the EoI under 
international standards. 

The law also contains additional tax measures for small and medium-
size companies and companies in the export sector.

PwC observation:
MNEs with subsidiaries in Ecuador should review how these 
measures could affect their investments in Ecuador. 

Pablo Aguirre
Quito
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Hong Kong

Bill implementing the two-tier profits 
tax system

Inland Revenue (Amendment) (No. 7) Bill 
2017 seeks to implement the two-tier profits 
tax system and was gazetted on December 
29, 2017. 

Under the proposed two-tier profits tax rates, the 
first two million Hong Kong dollars of assessable 
profits of corporations and unincorporated 
businesses will be taxed at 8.25% and 7.5% 
respectively, regardless of their size and industry. 
There is an exception for corporations that have 
elected to apply a concessionary tax regime to a 
portion of their assessable profits. 

As an anti-avoidance measure, a group of ‘connected 
entities’ can nominate only one entity within the 
group to enjoy the reduced tax rate for a given 
assessment year. Upon enactment of the Bill, we 
expect that the two-tier system will be effective 
from assessment year 2018/19. 

PwC observation:
The proposed two-tier profits tax system 
signifies the Hong Kong Special Administrative 
Region (HKSAR) government’s commitment 
to maintain a competitive tax rate and foster a 
favorable business environment in Hong Kong. 
These measures will enhance Hong Kong’s tax 
competitiveness as it applies to all corporations 
and unincorporated businesses and will reduce 
significantly the tax burden of most taxpaying 
small and medium-sized enterprises.

We expect to see the current-term administration 
introduce more competitive tax measures to 
drive of Hong Kong’s economic growth, such as 
the super-tax deduction for R&D expenditures 
and tax incentives for regional headquarters in 
Hong Kong. 

Fergus WT Wong
Hong Kong
T: +852 2289 5818
E: fergus.wt.wong@hk.pwc.com

Hong Kong

Bill implementing BEPS-related measures

Inland Revenue (Amendment) (No.6) Bill 
2017 (the Bill) was gazetted on December 
29, 2017. The Bill seeks to (i) introduce 
a TP regulatory regime and mandatory 
TP documentation requirement in Hong 
Kong, (ii) implement the various minimum 
standards under the OECD’s BEPS Action 
Plan, and (iii) revise the fees for advance 
ruling applications. 

Other than those related to TP regulatory regime 
and documentation, the key BEPS-related provisions 
in the Bill mainly seek to: (i) install an effective and 
efficient statutory dispute resolution mechanism by 
giving effect to mutual agreements made with other 
treaty jurisdictions under the Mutual Agreement 
Procedure (MAP) or arbitration process of a tax 
treaty; (ii) clarify the double tax reliefs available with 
or without a tax treaty; (iii) extend the time limit 
for making a fresh FTC claim from two years to six 
years after the end of relevant year of assessment; 
(iv) remove the ring-fencing features in the existing 
concessionary tax regimes for corporate treasury 
centres, reinsurance businesses and captive insurance 
businesses; and (v) empower the Commissioner of 
Inland Revenue to prescribe a threshold requirement 
for determining whether profit-producing activities 
are carried out in Hong Kong with respect to existing 
concessionary tax regimes.

PwC observation:
Hong Kong is closer to implementing various 
minimum standards under the OECD’s BEPS 
package. We expect that this lengthy document 
will take a few months before it is enacted. In the 
meantime, companies should assess the potential 
impacts of the proposed legislative changes on 
their existing holding structures and business 
operations. In addition, they should monitor 
developments in this area, including guidance 
issued by the Inland Revenue Department. 

Fergus WT Wong
Hong Kong
T: +852 2289 5818
E: fergus.wt.wong@hk.pwc.com
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Hungary

Hungary introduces a more beneficial regulation for 
capital gains exemption

Previously, Hungarian tax resident entities that acquired at 
least a 10% shareholding in any company were allowed to 
register such shareholding with the tax authority, provided 
they met the following requirements: 

• The shareholding was registered with the Hungarian tax authority 
within 75 days following the acquisition and 

• The acquired shares were held continuously for at least one year. 

After meeting these conditions, the capital gains stemming from the sale 
or contribution in kind of the shareholding generally is treated as exempt 
from CIT in Hungary while losses are non-deductible. 

As of January 1, 2018, the ownership ratio criteria is abolished. This 
means that a newly acquired shareholding may now be treated as a 
registered shareholding for Hungarian tax purposes irrespective of the 
ownership ratio. In order to receive this treatment, the participation 
must be registered with the Hungarian tax authority within 75 days 
following the acquisition and must be held continuously for at least 
one year.

PwC observation:
The repeal of the 10% ownership ratio criteria may benefit 
Hungarian entities that hold portfolio investments as capital gains 
also may be exempt from CIT. 

Farkas Barsony
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Italy

Italy’s 2018 Finance Bill includes important provisions 
on the digital economy and cross-border taxation

Italian Law no. 205 (the 2018 Financial Bill), published 
in the Official Gazette on December 29, 2017, contains 
important tax provisions regarding the digital economy 
and international tax. Major tax measures included in 
2018 Financial Bill relate to: 

• Introduction of a domestic web tax on digital services levied at a 
3% rate on the value of each transaction 

• Amendment of the domestic definition of PE, based on the 
introduction of a new item on the ‘positive list’ and partial 
alignment to BEPS Action 7 

• Changes in rules to the interpretation of deeds for registration 
tax purposes 

• Changes to the tax regime of capital gains and dividends from 
substantial shareholdings 

• Changes to the tax regime of blacklisted dividends 
• Extensions of the step-up regime to Italian non-resident 

controlled entities 
• One-off asset step-up provision for participation in Italian 

unlisted companies 
• Extension of super-depreciation and hyper-depreciation. 

Please see our PwC Insight for more detail.

PwC observation:
MNEs should consider carefully the potential impact of the 2018 
Financial Bill, analyze their position for Italian tax purposes and 
consider the opportunities recently introduced.

Marco Vozzi
New York
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Lithuania

New tax relief makes Lithuania more attractive for 
new investments

Lithuania is becoming more attractive to investors 
due to tax relief for investment into machinery and 
equipment, R&D, and free economic zones (FEZ). The main 
improvements are:

• The CIT rate is reduced from 15% to 5% for profits from the 
commercial usage of patented inventions. The qualifying IP should 
be computer programs or other intangible assets protected by 
copyrights, patents, or other additional protection certificates 
issued by the European Patent Commission (EPC), European 
Economic Area (EEA), or tax treaty countries. 

• Relief for qualifying investment into new machinery and 
equipment is extended from 50% to 100% of taxable profit. 
The relief can benefit companies that focus on new products or 
services, more efficient production, and patented technologies. 
This relief allows companies to reduce taxable profit by the 
invested amount up to 2023 and any unutilized amounts may be 
carried forward until 2027. Depreciation of such assets is allowed 
for tax purposes, so it effectively results in a double deduction for 
qualifying investments. 

• Tax incentives for FEZ companies are extended. New companies 
registered in FEZ would be subject to 0% CIT for the first 10 
years of activities and 7.5% CIT for the next six years. Previously, 
companies were not subject to CIT for the first 6 years and 7.5% CIT 
for the next ten years. FEZ companies also are exempt from real 
estate tax and WHT on dividends. In order for the tax incentives to 
apply, FEZ companies need to invest the qualifying amount of EUR 
100 thousand or EUR 1 million. The qualifying investments relate 
to long term tangible or intangible assets investments. When a FEZ 
company invests EUR 100 thousand, the company also needs to 
employ at least 20 employees. For those that invest EUR 1 million, 
there is no requirement to employ a certain number of employees. 

• The participation exemption on capital gains from the sale of 
shares (for companies registered in the EEA or in a country that 
has a tax treaty with Lithuania) is reduced from 25% to 10% of the 
voting shares provided that the shares were held for more than two 
years (three years in reorganization cases). 

• Taxation of collective investment undertakings (CIUs) are now 
more concise. If certain conditions are met, CIUs have no tax 
liability. Income of qualifying CIUs is non-taxable, and dividends, 
payments and other distributed profits from CIUs, except when 
received from black-listed territories, are not taxable. The tax 
liability resides with individual investors. 

Nerijus Nedzinskas
Vilnius
T: +370 610 98488
E: nerijus.nedzinskas@pwc.com

Egidijus Kundelis
Vilnius
T: +370 686 55018
E: egidijus.kundelis@pwc.com

PwC observation:
These new regulations may increase Lithuania’s attractiveness for 
foreign investors in the international arena. The tax incentives may 
be some of the most favorable in the EU for companies that perform 
R&D, commercialize inventions, and create new technologies. 
Companies that have, or plan to have business in Lithuania should 
consider how they could benefit from the tax relief.
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Luxembourg

Parliament approves tax changes for 2018

The Luxembourg Finance Minister presented Bill No. 7200 
to Parliament on October 11, 2017. The Bill’s principal 
subject is the government’s proposed 2018 budget for 
revenues and expenditures. However, it also contained 
amendments to the tax legislation. On December 14, 2017, 
the Luxembourg Parliament approved these measures, so 
they will become law. 

The main tax changes are: 

• Broadening the investment tax credit regime to include purchased 
software and certain ‘sustainable mobility’ assets 

• Confirming the tax-deductibility of business start-up and 
R&D costs

• Adding more flexibility to the tax regime, effective in 2018 for non-
resident individual taxpayers, and

• Offering a 2,500 EUR tax rebate to individuals buying hybrid 
electric cars. 

More detail on the corporate tax measures:

Tax credits for investments: The Bill broadens the scope of the 
regime offering investment tax to include the acquisition of software. 
The software cannot be acquired from an associated entity. It only 
relates to the acquisition of software and does not include software 
created by the taxpayer itself. The revenues from software created by 
the taxpayer can benefit potentially from a partial tax exemption under 
Luxembourg’s future new IP regime. The software tax credit is set as 
8% of the investment cost up to EUR 150,000 in a tax period and 2% 
for any investment exceeding EUR 150,000. However, the credit may 
not exceed 10% of the tax due for the tax year in which the software 
acquisition occurs. 

As additional incentive for sustainable mobility, specific types of cars 
will become eligible assets for all components of the investment tax 
credits regime. 

Operating expenses for R&D and start-up activities: The Bill 
amends the deductibility of R&D and start-up costs by extending 
and clarifying the scope for the types of costs that are automatically 
treated as tax deductible. Beginning with the 2018 tax year, unless the 
taxpayer (corporate or individual) capitalizes the cost in its accounts, 
all of the following expenses are now automatically deductible: i) 
start-up/set-up costs, ii) costs related to R&D, and iii) costs related to 
concessions, patents, and licenses. 

Sami Douénias
Luxembourg
T: +00352 4948483060
E: sami.douenias@lu.pwc.com

Sandrine Buisseret
Luxembourg
T: +00352 4948483124
E: sandrine.buisseret@lu.pwc.com

PwC observation:
This new law includes interesting possibilities for corporations such 
as the tax credit for investment in software acquisition.
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Uruguay approves improvements and amendments to 
Free Zones regime

After extensive Congressional debate, the Uruguayan 
Executive Branch enacted Law 19,566 (the Law) on December 
8, 2017. The Law includes measures to improve and amend the 
Uruguayan Free Zones (FZ) regime. 

The new provisions update the FZ regulatory framework without 
affecting the rights acquired by those operating under this regime, as 
guaranteed by the Uruguayan government. Existing FZ tax exemptions 
and benefits basically remain unchanged, subject to mandatory substance 
requirements. However, the approved measures may affect FZ users’ 
activities related to services, IP rights and other intangibles, and activities 
involving counterparts located in Uruguayan non-FZ territory. 

The Law will become effective 90 days after its enactment ─ on March 8, 
2018. The Executive Branch is expected to issue regulatory provisions in 
the coming months. 

Please see our PwC Insight for more detail.

Uruguay

Daniel Garcia
Montevedio
T: +598 2916 0463
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John Salerno
New York
T: +1 203 539 5733
E: john.salerno@pwc.com

Jose Leiman
Miami
T: +1 305 381 7616
E: jose.leiman@pwc.com

PwC observation:
Companies operating as FZ users in Uruguay should analyze 
carefully the potential effect of these provisions on their activities. 
They should also analyze transactions with Uruguayan non-FZ 
users. Finally, taxpayers should monitor the regulatory 
developments expected in the coming months.
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Administrative
Brazil

Brazilian tax authorities update tax haven list and 
issue guidance on foreign tax credits and income tax 
on software payments

The Federal Revenue of Brazil (RFB) on December 26, 2017, 
issued two Normative Instructions and an Interpretive 
Declaratory Act that, among other changes, modify the 
Brazilian tax haven and privileged tax regime list. They 
also provide guidance on claiming FTCs and applying 
income tax withholding on payments to non-residents for 
the right to distribute or commercialize software in Brazil. 

Please see our PwC Insight for more detail.

PwC observation:
MNEs with a Brazilian presence and non-residents that transact 
with Brazilian entities should account for this new guidance. In 
particular, companies operating in the software sector should 
carefully analyze the potential effect of the new guidance on 
their transactions.

John Salerno
New York
T: +1 203 539 5733
E: john.salerno@pwc.com

http://www.pwc.com/gx/en/tax/newsletters/international-tax-services/index.jhtml
https://www.pwc.com/gx/en/services/tax/tax-publications-subscription-form.html
https://www.pwc.com/us/en/tax-services/publications/insights/cjeu-finds-german-anti-treaty-shopping-rules-violates-eu-law.html


 www.pwc.com/its

Qiming Lu
New York
T: +1 646 313 3179 
E: qiming.lu@pwc.com

Clara Tsui
New York
T: +1 646 471 2518 
E: clara.tsui@pwc.com

Jennifer Zhang
New York
T: +1 646 746 4136 
E: yu.yu.x.zhang@pwc.com

China unveils withholding tax deferral treatment for 
foreign direct re-investment

The China State Council released Notice Regarding 
Measures on Promoting the Growth of Foreign Capital in 
China (Guofa [2017] No.39) in August 2017. That Notice 
includes 22 measures to further improve the business 
environment for foreign investors in China. One such 
measure gives foreign investors WHT deferral treatment 
on the direct reinvestment of profits distributed from 
Chinese tax-resident enterprises (TREs) into China’s 
‘encouraged projects.’ 

On December 21, 2017, the Ministry of Finance (MOF), State 
Administration of Taxation (SAT), National Development and Reform 
Commission (NDRC), and Ministry of Commerce (MOC) jointly 
unveiled the long-awaited Notice Regarding the Provisional Deferral 
Treatment for WHT on Direct Re-investment by Foreign Investors 
Using Profits Distributed from TREs in China (Caishui [2017] No. 
88, or the Notice). The Notice clarifies the criteria to qualify for tax 
deferral treatment, application procedures and responsibilities, and 
administrative responsibilities of the tax authorities. According to 
the Notice, deferral treatment would be effective retroactively from 
January 1, 2017, and tax payments made since that date on eligible 
reinvestments can be refunded. 

The four ministries jointly released a list of Q&As through the MOF’s 
official website on December 28, 2017. The Q&As provide their 
interpretations regarding certain provisions in the Notice and relevant 
implementation requirements. 

Tax deferral treatment is a favorable policy to attract foreign capital 
into China. Foreign investors that have generated profits from their 
investment activities in China should proactively assess their existing 
group investment strategy and adjust accordingly to fully leverage 
this favorable treatment. They also should monitor the local-level 
implementation of this tax deferral treatment and prepare accordingly. 

Please see our PwC Insight for more detail.

China

PwC observation:
This tax deferral treatment policy could impact the business 
development and strategic layout for MNEs planning to expand 
their investment in China. The policy demonstrates the Chinese 
government’s commitment to encouraging foreign investors to 
expand their investment in China by improving the country’s ability 
to attract foreign capital.

Further, following the release of the 2017 catalogues, the majority 
of encouraged industries for foreign investors are concentrated in 
manufacturing sectors, especially the high-tech and high-value-
added sectors. We expect the tax deferral treatment to further 
promote the strategy of ‘Made in China 2025,’ and effectively 
attract foreign capital to key development areas such as high-end 
manufacturing, intelligent manufacturing, and productive services.

Nevertheless, implementing the policy is subject to numerous 
uncertainties. Hopefully the SAT soon will release circulars to 
clarify implementation of the Notice’s relevant provisions. We will 
monitor the guidance and provide more insight as appropriate.
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France

French budget introduces corporate tax changes 
and incentives

The French parliament on December 21, 2017, approved 
the Amended Finance Act for 2017 (2017 Act) and the 
Finance Act for 2018 (2018 Act, together the Finance 
Acts), respectively. The Finance Acts were published in the 
French legal gazette on December 29 and December 31, 
2017, respectively. 

The Finance Acts include corporate tax measures designed to improve 
the competitiveness of the French economy. Most of the measures 
will apply immediately and affect MNEs with French operations 
or subsidiaries. 

The Finance Acts include also a number of other provisions affecting 
wealth tax, individual taxation, personal local taxes, and VAT. 

Please see our PwC Insight for more detail.

Guillaume Barbier
New York
T: +1 646 471 5278 
E: g.barbier@pwc.com

PwC observation:
MNEs operating in France should consider the impact of the 
Finance Acts with respect to their deferred tax liabilities on French 
earnings in their French groups and to their distribution policies 
and entity rationalization plans.
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United States

Second IRS Notice issued regarding the ‘Toll Tax’ 

The IRS and Treasury issued Notice 2018-13 (the Notice) 
on January 19, 2018, providing additional administrative 
guidance relating to the ‘toll tax’ due upon the mandatory 
deemed repatriation of certain deferred foreign earnings. 

The Notice is the second instalment of guidance with respect to 
amended Section 965 under the 2017 Tax Reform Reconciliation Act 
(the Act), also known as the ‘Tax Cuts and Jobs Act’. For prior coverage 
on the Act and the first instalment of administrative guidance, Notice 
2018-07, see our PwC Insight, Republican tax bill will significantly 
impact US international tax rules and IRS Notice addresses the ‘Toll 
Tax’ under amended Section 965, respectively. The Notice addresses 
questions that have arisen as companies compute the ‘toll tax’ for 
purposes of preparing their financial statements. 

The Notice provides guidance to the Act’s amended Section 965, which 
uses the mechanics under the current subpart F provisions to impose a 
one-time ‘toll tax’ on the undistributed, non-previously taxed post-1986 
foreign earnings and profits (E&P) of certain US-owned corporations. 
The Notice addresses the calculation of foreign E&P subject to the 
‘toll tax’ and provides other rules clarifying certain aspects of the 
new law. Notice 2018-13 also modifies Notice 2018-07 regarding the 
repatriation of earnings subject to the ‘toll tax.’ Finally, the Notice 
provides taxpayers targeted relief from certain unintended regulatory 
and reporting consequences arising from a change to existing stock 
attribution rules in the recent tax legislation. In addition, the IRS 
and Treasury indicate taxpayers will have an opportunity to provide 
comments on the rules described in the Notice. 

Please see our PwC Insight for more detail.

PwC observation:
Although the Notice provide helpful guidance, it nevertheless leaves 
many issues unresolved. For example, it is unclear how the FTC 
rules apply for purposes of Section 965. In addition, the Notice does 
not address the application of the anti-avoidance rules provided in 
Section 965(o)(2) (relating to guidance to prevent the avoidance of 
Section 965) and Section 965(c)(3)(F) (relating to transactions with 
a principal purpose of reducing the aggregate foreign cash position). 
It is unclear whether a future notice will address these and other 
outstanding issues.

Taxpayers should review and assess the impact of the Notice on their 
business and industry, and consider commenting on the proposals, 
or other issues arising under amended Section 965.

Michael Urse
Cleveland
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E: michael.urse@pwc.com
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Eduardo Aramayo
Bolivia
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Treaties
Bolivia

Bolivia’s new formal requirements for application 
of tax treaties

The Bolivian tax authorities on December 29, 2017, 
published resolution number 10170000030 with new 
formal requirements for the application of tax treaties. 

Per this resolution, in order for income tax withholding to not 
apply, or to apply a capped income tax withholding according to a 
tax treaty, the Bolivian WHT agent must have, at its disposal at the 
time of payment, the foreign entity’s certificate of tax residence, 
issued by the corresponding foreign tax authorities, and valid on the 
transaction date. 

If the Bolivian WHT agent does not have the certificate, the Bolivian 
WHT agent must apply the domestic WHT rates. 

Special rules would apply if tax treaty Article 8 (‘air transport’) is 
to apply. These are driven mainly on proving residence/domicile or 
effective place of management

Additionally, the Bolivian WHT agents must also inform the Bolivian 
tax authorities, through the tax authorities’ website, about transactions 
executed with foreign entities that are not subject to income tax 
withholding or are subject to a capped income tax withholding in 
Bolivia according to a tax treaty. The deadline to file this information is 
the same deadline for filing the VAT return corresponding to the same 
transaction period. Penalties may be imposed if this information is not 
provided to the Bolivian tax authorities. 

John Salerno
New York
T: +1 203 539 5733
E: john.salerno@pwc.com

PwC observation:
MNEs with operations in Bolivia should review how these measures 
may affect them.
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Brazil

Updates to Brazilian tax treaties with South Korea, 
South Africa, and India

On December 5, 2017, Decree nº 9.219/2017 was published 
introducing the amendment to the protocol to the 
Convention for the avoidance of double taxation and the 
prevention of fiscal evasion between Brazil and India. It 
broadens the scope of the information exchange article 
to align generally with the OECD and UN Models. The 
amendments are effective as of December 5, 2017. 

Also, on November 14, 2017 and December 12, 2017 the Brazilian 
Senate approved similar amendments to the protocols to the tax 
treaties between Brazil and South Africa (Legislative Decree 
173/2017) and Brazil and South Korea (Legislative Decree 183/2017). 
These amendments require presidential approval to become effective. 

Fernando Giacobbo
São Paulo
T: +55 11 3674 2359  
E: fernando.giacobbo@pwc.com

PwC observation:
The updates demonstrate the growing trend toward transparency 
and information sharing by tax authorities globally.
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Cyprus / Jersey

Cyprus – Jersey tax treaty enters into force

The first tax treaty between Cyprus and Jersey, signed in 
July 2016 and entered into force on February 17, 2017, 
took effect on January 1, 2018. The treaty provides for 
a 0% WHT rates on payments of dividends, interest, 
and royalties. 

Cyprus retains the exclusive taxing right on disposals by Cyprus tax 
residents of shares in Jersey companies (including Jersey companies 
holding Jersey located immovable property), except in cases where 
the greater part of the value of the shares relates directly or indirectly 
to certain offshore rights or property relating to exploration or 
exploitation of the seabed or subsoil or their natural resources 
in Jersey.

Marios Andreou
Nicosia
T: +357 22 55 52 66
E: marios.andreou@cy.pwc.com

PwC observation:
This treaty further expands the Cyprus treaty network and opens 
the way for new investment opportunities and trade relations 
between the two parties.

Stelios Volaris
Nicosia
T: +357 22 55 53 00
E: stelios.violaris@cy.pwc.com
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Nicosia
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Hungary

Tax treaty between Hungary and Oman 
enters into effect

Hungary and Oman signed a tax treaty in 
2016. Since both states ratified the treaty in 
2017, the convention became applicable as 
of January 1, 2018. 

Dividend payments may not be subject to any WHT 
except when the dividend’s beneficial owner is an 
individual. In such a case, a 10% WHT may be levied 
on the gross amount of the dividend. The maximum 
WHT rate on royalties is 8% if the payment is made 
to the beneficial owner. For interest payments, the 
treaty provides for an exclusive taxation right for the 
state in which the beneficial owner is resident. 

With regard to capital gains, unlimited source 
country taxation is allowed for alienating real estate 
rich entities. 

The treaty provisions also stipulate that the 
furnishing of services triggers the creation of a 
PE if such services are provided for longer than 
six months. 

In order to avoid double taxation, Oman applies 
the credit method, while Hungary applies both the 
credit and exemption methods. In the exemption 
method, the treaty contains a provision aiming to 
deny the exemption’s benefits when the two states 
apply the convention’s provisions differently, due to, 
for example, different interpretation of the facts. 

The provisions also prohibit discrimination and 
the full EoI that is relevant for carrying out these 
provisions. The EoI also orders that any information 
received will be treated confidentially in the same 
manner as information obtained under the domestic 
laws of each Contracting State.I Taxpayers cannot 
decline to provide this information solely because 
the information is held by a bank or because it 
relates to ownership interest in a person. 

Finally, the convention contains a ‘Limitation on 
Benefits’ (LoB) clause which is not similar to the US 
LoB clauses. It is equivalent to the Principal Purpose 
Test (PPT) clause incorporated in the OECD’s) 
Multilateral Instrument (MLI). 

PwC observation:
This is the first treaty between Hungary and 
Oman, which may have a beneficial effect 
on outbound and flow-through investments. 
The convention aims to comply with recent 
international trends and contains provisions, 
such as the PPT and the MAP, that meet the MLI 
minimum standard requirements.

Farkas Barsony
Budapest
T: +36 1 461 9124
E: farkas.barsony@pwc.com

Hungary

The amended tax treaty between 
Hungary and Luxembourg 
becomes effective

The tax treaty initially was signed in 2015. 
After a long-awaited mutual ratification 
process, the convention became applicable 
on January 1, 2018. 

Accordingly, dividend payments may not be subject 
to a WHT higher than 10%. This could be lowered to 
0% provided that the beneficial owner of the dividend 
is a company that holds directly at least 10% of the 
dividend-paying company’s capital. For interest and 
royalty payments, the treaty provides that only the 
country where the beneficial owner is resident is 
entitled to tax such payments. 

For capital gains, unlimited source country taxation is 
allowed for alienating real estate rich entities. 

Both Hungary and Luxembourg use the exemption as 
well as the credit method in order to eliminate double 
taxation. The treaty also prohibit discrimination 
and the full EoI that is relevant for carrying out the 
treaty provisions. 

PwC observation:
The new convention replaces the Hungary and 
Luxembourg treaty that was concluded in 1990. 
The amended treaty contains more favorable 
rules on the WHT of dividend payments and also 
provides that Hungary may tax capital gains 
resulting from the alienation of real estate rich 
entities. Note that the treaty does not include 
a LOB clause. Since the treaty qualifies as a 
‘covered tax agreement’ under the MLI, we expect 
that the convention will be further amended with 
the MLI’s PPT once the MLI becomes effective.

Farkas Barsony
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E: farkas.barsony@pwc.com
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Acronym Definition

Finance Acts Amended Finance Act for 2017 and the Finance Act for 2018

The Act 2017 Tax Reform Reconciliation Act

ATAD Anti-tax avoidance directive

BEPS Base erosion and profit shifting

CbC Country-by-country reporting

CFC Controlled foreign company

CIT Corporate income tax

CIU Collective investment undertakings 

EEA European economic area

EoI Exchange of information

E&P Earnings and profits

EPC European Patent Commission

EU European Union

FEZ Free economic zones

FTC Foreign tax credit

FZ Free zone

HKSAR Hong Kong Special Administrative Region 

Acronym Definition

IP Intellectual property

LOB Limitation on Benefits

MAP Mutual agreement procedure

MoC Ministry of Commerce

MoF Ministry of Finance

MNCs/MNEs Multinational corporations/enterprises

MLI Multilateral instrument 

Notice Notice 2018-13

NDRC National Development and Reform Commission 

OECD Organization for Economic Co-operation and Development

PE Permanent establishment

PPT Principal purpose test

R&D Research and development

RFB Federal Revenue of Brazil

SAT State Administration of Taxation

TRE Tax-resident entities

US United States

VAT Value added tax

WHT Withholding tax

Glossary
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Contact us

For your global contact and more information on PwC’s 
international tax services, please contact:

Shi-Chieh ‘Suchi’ Lee 
Global Leader International Tax Services Network

T: +1 646 471 5315 
E: suchi.lee@us.pwc.com

Geoff Jacobi
International Tax Services

T: +1 202 414 1390
E: geoff.jacobi@us.pwc.com
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At PwC, our purpose is to build trust in society and solve important problems. We’re a network of firms in 157 countries with more than 223,000 people who are committed to delivering quality in 
assurance, advisory and tax services. Find out more and tell us what matters to you by visiting us at www.pwc.com.
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