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In brief

The Peruvian government on August 23 approved Legislative Decree No. 1,381. Among other
amendments to the Income Tax Act, the Legislative Decree broadens the application of Peru’s anti-
avoidance rules with the introduction of adverse tax measures for transactions entered into with
companies and permanent establishments (PEs) situated in ‘non-cooperative jurisdictions,’ or if a
payment from Peru benefits from a ‘preferential tax regime.’

Since the concepts of non-cooperative jurisdictions and preferential tax regimes are new to the Income
Tax Law, some aspects of the Decree will need to be clarified in forthcoming regulations. Legislative
Decree No. 1,381 will take effect on January 1, 2019.

In detail

Background

The Peruvian Income Tax
Law currently limits the
deductibility of certain
payments made by Peruvian
taxpayers to companies and
PEs located in low- or zero-
tax jurisdictions. These
measures also contemplate
special transfer pricing rules
for transactions conducted
with companies and PEs
located in those jurisdictions.

With the Decree’s enactment,
the Peruvian government has
broadened these anti-
avoidance rules by extending
their application to
transactions conducted by
Peruvian taxpayers with
companies and PEs located in

.
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non-cooperative
jurisdictions. The rules now
also apply to payments that
benefit from a preferential
tax regime in a foreign
jurisdiction. The broadened
anti-avoidance measures
apply even if those companies
or PEs are unrelated parties.

Adverse tax implications
The main tax consequences
for transactions entered into
with non-cooperative
jurisdictions or with
companies or PEs that enjoy
a preferential tax regime
include:

¢ Nondeductibility of the
payment unless it is made
in relation to insurance or
reinsurance, rentals of
ships or aircraft,

transportation from or to
Peru, or the right of
passage through the
Panama Canal;

In the case of loans
granted by foreign parties,
the interest continues to
be deductible, but if the
loan is granted by a party
in a non-cooperative
jurisdiction or by an entity
that enjoys a preferential
tax regime, then the
Peruvian withholding tax
on the interest will be 30%
instead of the general rate
of 4.99%; and

Application of Peruvian
transfer pricing rules, even
if the foreign payee is an
unrelated party.
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Multinational enterprises with
Peruvian affiliates that conduct
business with companies and PEs
located in jurisdictions that will be
treated either as non-cooperative or as
having a preferential tax regime
should analyze the Peruvian tax
impact of these new rules.

reason changes to the calculation of the
comparable uncontrolled price
method; introduction of new transfer-
pricing requirements in relation to the
defined) exportation and importation of goods;
limitations on the deductibility of
expenses arising from certain
derivative financial instruments; and

e the effective tax is either zero or
low (‘low tax’ has not yet been

¢ the tax benefit is not available to
residents, or the beneficiaries of
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This Latin American Tax Insight has been prepared by PwC professionals that are integrated in Europe’s Latin
American Center of Excellence (LACoE) and the US’s Latin American Tax Group (LATAX) practice. Their objective

is to assist clients with business activities in the Latin American region.

SOLICITATION

© 2018 PwC. All rights reserved. PwC refers to the PwC network and/or one or more of its member firms, each of which is a separate legal entity. PwC is a network of firms in 157
countries with more than 208,000 people who are committed to delivering quality in assurance, advisory and tax services. At PwC, our purpose is to build trust in society and solve
important problems. Find out more and tell us what matters to you by visiting us at www.pwc.com.

This content is for general information purposes only, and should not be used as a substitute for consultation with professional advisors


mailto:%20miguel.puga@pe.pwc.com
mailto:fernando.loayza@pe.pwc.com
mailto:jose.leiman@pwc.com
mailto:maximo.l.vargas@pwc.com
mailto:ramon.mullerat@es.pwc.com
mailto:luis_antonio.gonzalez.gonzalez@es.pwc.com
file:///C:/Users/leads001/Desktop/Publications/www.pwc.com

