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Introduction

Dear members
We are delighted to introduce to you the first edition of the IAPA Tax Bulletin.

This Tax Bulletin has been produced by IAPA experts for fellow members and their clients, to act as a
synopsis of any new tax rules/fiscal regimes and any country specific updates in their relevant jurisdictions
over the last 12 months.

These new, global knowledge sharing e-bulletins will be produced quarterly, in addition to the 1APA
quarterly newsletter and aim to feature new countries in each publication.

We hope you find the information useful. If you would like to feature in the next issue, please do not
hesitate to contact |.norbury@iapa.net.

Whilst every effort has been made to make sure the information contained in this guide is correct, it is not
meant to be a substitute for personal professional advice. Members are urged to verify information with
the IAPA content provider, whose email address is provided under each country heading.

Any queries can be directed to the IAPA Secretariat whose details are below.

IAPA International Secretariat
Tel: +44 (0)1252 267880

Email: admin@iapa.net
www.iapa.net

New member contributions

If your country has any major new tax changes that members should know about, please let us
know and send the information to Louise Norbury l.norbury@iapa.net

DisclaimerAll information contained herein is obtained by IAPA from sources believed by it to be accurattablel Because of the possibility of humar
YSOKFYAOFt SNNBN) Fa Sttt Fa 20KSNJ FIFOG2NBERZ K26 SJSNE fanykind. NMAPA Bas Mdbpified
necessary measures so that the information g producing this guide is of sufficient quality and from sources IAPA considers to be reliable, inclt
members firms of the IAPA association.

To the extent permitted by law, IAPA, its directors, officers, employees, agents, representaiv@sers/membership firms disclaim liability to any perso
entity for any direct, indirect, special, consequential, compensatory or incidental damages whatsoever including, withtioh/itost profits, any loss ¢
damage in whole or in part causég, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of IAPA ds
directors, officers, employees, agents, representatives, and members/membership firms in connection with the publibatiotenfdal Tax Bulletin.
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Prepared by John Campbell, BHD Representative,

Email: jcampbell@hilbornca.com

Non-Residents Sending Employees to Canada

Non-residents that send their employees to
Canada are technically required to withhold
Canadian payroll tax, or apply for a waiver
before each employee works in Canada. For
non-resident employers with  employees
frequently entering Canada for short periods,
this creates a significant administrative burden.

The Canadian government has initiated a new
program where non-resident employers who
apply for a non-resident employer certification
will not have to withhold and remit payroll tax
paid to all non-resident employees who are
working in Canada and are exempt from tax in
Canada under the treaty.

The waiver applies to all non-resident
employees resident in a country that Canada
has a tax treaty with who work in Canada for
less than 45 days in the calendar year or is
present in Canada for less than 90 days in a 12
month period. The certification will be valid for
to two calendar years. Therefore, if an

application is filed and accepted for the 2018
year, no further applications will be required
again until 2020. This alleviates the burden of
filing waiver applications on a project by project
basis, as was done in the past by many non-
residents doing business in Canada.

This application is filed on an employer basis,

effectively  registering the  non-resident
corporation under the program. Once certified
by CRA, the employer is not required to
withhold Canadian tax on amounts paid to non-
resident employees working in Canada for
short period of time.

Generally speaking, employers are required to
file a T4 slip and a T4 Summary reporting
remuneration and tax withholdings for all
employees who have provided services in
Canada. However, if after reasonable enquiry,
the employer has no reason to believe that the
empl oyeeobs tot al t axa
Canada in the calendar year during which the
salary was paid is more than CAN $10,000, the
employer does not have to file a T4 slip and a
T4 Summary for that employee.

If you have any questions on this new process
or would like to discuss your eligibility for the
non-resident certification, please do not

hesitate to contact a member of BHD in
Canada.
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Prepared by Christian Silva, Landa Auditores, Chile
Email: Christian.silva@landa.cl

Definitive Tax Reform, effective as of January 1, 2017

Among other matters, major change in the tax
legislation of this reform focuses directly on the
basis on which taxes are levied on income in
Chile, both in societies and individuals.

Prior to the tax reform, the companies taxed
uniformly (all equally), for the profits received or
accrued, with a rate of 24% (year 2016); where
the partners or individual shareholders, paid
their taxes based on income actually withdrawn
from the company.

As of January 1, 2017, the taxation changes,
existing 2 different taxation systems that can be
chosen by the company and directly impact the
partners/shareholders direct or indirect.

Attributed Income System
This system can be chosen by:

- Individual Companies (same TAX-ID
individual and company)

- Companies formed only by individuals,
except S.A.

Income Tax rate 25%. Partners/shareholders

will be taxed on an accrual basis (income at the
company will be immediately taxed on
individuals), regardless of whether or not they
have distributed income. Income tax paid by
the company, will be 100% creditable.

Partial Income System
This system can be chosen by:

- Anonymous Societies
- Companies with at least one legal entity
as owner

Income Tax rate 27%. Partners/shareholders
will be taxed based on distributions. Income tax
paid by the company, will be creditable in 65%.

For residents of countries that Chile has a
Convention to avoid double taxation, credit may
be 100% of the income tax paid by the
company. Additionally, the Law allows the total
credit to be granted to residents of countries
that Chile has signed a Convention to avoid
double taxation as of January 1, 2017, even if at
that date the agreement is not yet in force. This
possibility will be valid until December 31, 2019.



http://www.iapa.net

/] Chile continued:

I A P A Prepared by Christian Silva, Landa Auditores, Chile

INTERNATIONAL [ESET Christian.silva@landa.cl

Practical Example, Foreign Company/Individual:

FinanciaBtatement Formula | Dividends| Formula | Dividends [Formula |Dividends
(Current) (Attributed,
immediately)
No treaty
(+) Net Revenue A 1.000 A 1.000 A 1.000
(-) CoGS B 400 B 400 B 400
(-) Operatingxpenses C 100 C 100 C 100
(-) Other Expenses D 70 D 70 D 70
(=) Net Profit before Income Tax E=ABCD 430 E=AB-CD 430 E=ABCD 430
(+)/¢) Adjustments F -80 F -80 F -80
( =) Income Tax Base before Tax L G=EF 510 G=EF 510 G=EF 510
Carrfforward
(-) Tax Losses Cafoyward H 153 H 153 H 153
(=) Income Tax Base I=GH 357 I=GH 357 I=GH 357
(x) Income Tax Rate J 2856 J 23% y 27%
(=) Income Tax K=IxJ 8568 K=IxJ 89.25 K=IxJ 96.39
WHT Base | 357 357 | 357
WHT omividends L=1x35% 124.95 L=1x35% 124.95 L=Ix35% 124.95
(-) Income Tax (credit) K (100%) 8568 K (10@6) 89.25 K (65%) 62.6535
WHT- Credit M=L 3927 M=L 35.7 M=L:K(65%) 62.2965
K(100%) K(65%)
Income Tax + WHT N=K+M 124.95 N=K+M 124.95 N=K+M 158.6865
Effective WHT Rate O=(N)%  35% O=(N/)%  3%% O=(N/I)% 44.45%
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Prepared by Arun Todarwal with assistance from Mr
Siddharth Sancheti of M/s Todarwal & Todarwal, India

I

Goods & Service Tax (GST) 1 An Indian Perspective

GST Introduction

India - the land of immense potential,
unlimited opportunities and one of the shining
star of this decade has in the last three years
saw sudden, far reachingand positive
development to its financial and tax landscape
under the eloquent and visionary leadership of
Hon'ble Prime Minister Mr. Narendra Modi.

Goods & Service Tax (GST) is one such tax
proposal which has changed the indirect tax
landscape of the country and reaffirmed the
present governmentos
doing business in India.

On July 1% 2017 GST has been introduced in
India with the biggest of fanfare and has been
ruthlessly implemented by the present
government with a sole intention of having
ONE NATION - ONE TAX. It is expected to
simplify and harmonise the indirect tax regime
inthe countryés 2 trilldi

It is one of the most important tax reforms
post-independence which has been discussed
for decades and considered to be a tax trigger
which might lead to business transformation
across industries and boost the Indian
manufacturing and service sector by bringing
down the cascading tax effect.

The launch of GST was marked by a historic
midnight (30 June 2017 1 1 July 2017) session
of both the houses of parliament convened at
the Central Hall of the Parliament.

With the stringent deadline of July 1st, 2017 to
ruthlessly implement GST in India it has
created disruption, protests, price hikes and
compliance burdens on small business, at
least in the short term. However, with the
RSP ey

FGST Y

continuous reforms agenda of the present
government and changes in law over the last few
years, Indian business have accepted disruption
as the new finormal 0 an
GST a grand success for India and its booming
business economy.

However, what is far more commendable and
| audabl e i s t he const
federal structure of governance coming together
and making GST a reality.

GST Model in India

Dual GST

The one big difference between the Indian model
of GST and similar taxes in other countries is the
dual GST model. Most countries in the world
have a single unified GST system; countries like
Brazil and Canada have a dual GST system
whereby GST is levied by both the federal and
state or provincial governments. Canada gives
options to provinces to go for state or central
GST. In India, a dual GST is proposed whereby a
Central Goods and Services Tax (CGST) and a
State Goods and Services Tax (SGST) will be
levied on the taxable value of every transaction
for supply of goods and services.
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Prepared by Arun Todarwal with assistance from Mr
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GST Tax uSteruct services in its monthly
I n keeping with the fedeThis condition of per mi
proposed that GST wil!/ tcredit of GST paid by
the Central iGo®GSrTnhmeantd (tsell er’'s compliance of
Gover nmen&GS(T) . Uni on t o ) .
l egislature (i.e. Delhi GST Registration
SGS_T Act and .other 5 U Another di stinguishing
Ieg|§lgture wil | adopt to have business entiti
SerV|ce.L§hQSI) Act . ConseState Lept ovigre t separ a
reached o-ni er ftoax strucl! o ch state |/ province.
12% and 28%. whol e notion o f ONE N
GST Tax registration ar e t o
di fference state / pro
All $matre@ supply of ¢exod entity despite it bein
petroleum crude, high syThereldydi an GST consi
natur al gas, aviation t registrations of t he
l iquor for human consump i ndependent di stinct t
respectivewishtlat betakprgesupply among such regi
and SGST / UTGST-swhteeas GST. This has a direct
goods and services wil of an entity undert ak
I ntegrated Goods and Ser Whereasglobally there
grouping, whereby tr
GST Levy separate entities which
_ _ zero rated. This brings
Goods & Service Taxstiad el :
. ~ R and compliance.
i ntsrtaat e ASupplyo of gooc
Aisupplyo of alcoholic | i cConclusion
The dend iofi tswpply for th
GST covers alll f orms of Asthesayinggoesfiwel | begun -lnda
barter, exchange, | i ¢ e r has with the introduction of GST got itself on a very
di sposal s ma d e or agr e strong footing to tackle the parallel cash economy
considered as supply. H( and redirecting it into one of the largest digital
only if HAsuppl yd iog ifrurtt economy inthe world.
busi reexcep't i mpor.t of ser o ) )
However, it is our sincere hope that with the
GST Returns passage of time Indian GST which has been
introduced with the notion of ONE NATION - ONE
One of the wunique f eat ur TAX achieves its goal of considering India as ONE
is the i ntriodwoitcieon/ of 1 NATION without having separate registration for
matching concept each state / province and having ONE TAX with
_ one GST tax rate for all goods and services without
This mandates that a bu .. pircationinto CGST/ SGST/IGST / UTGST.
or servicesnpah awvadi't C
his purchase [/ input se |t asThe Economist says, is "not quite an act of
seller has deposited ancfiscal unification" but simpler than the thickest of
received from such buyer taxesitwil replace.
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Changes to the taxation of non-domiciled individuals

| NTRODUCTI| ON 1. Deemed domicile

Theower nment has announ
h Non-UK domiciled individuals who have been tax

changes t o t he -tldx atoimo ) _
. : . . . resident in the UK for 15 out of the last 20 tax years
indi viduadeoam¢g¢pr whiooh wi ) .
. will from April 2017 be treated as deemed domiciled
from 6 April 2017. The _
. . . - in the UK for all UK tax purposes. The 17 out of 20
i n t he Finance Bi I | z ) i
: tax years deeming rule for Inheritance Tax purposes
foll owing t he annoumere . .
. will be aligned with the rule for Income Tax and
El ection. I t has now b _ _ . .
. . . . Capital Gains Tax so the same deeming rules will
Finance Billl i ssued in v in fut
expected t o be passed apply in future.
2017. There are a numbe Nondoms will need to consider their tax residence
basically to treat l ong pased on both the o6new
domici l .euda. lisndiinvitdhe same giaputory Residence Test (SRT) and the 6 o | d
and domiciled taxpayers wyhich applied to tax years prior to April 2013 when
A nodiomicil ed person ir the SRT was introduced.
someone who considers Nondoms will need to leave the UK for 6 complete
permanent home was | 0C tayears to cease being deemed domiciled in the UK
when they were born. THh frincome Tax and Capital Gains Tax purposes.
y ou mo v e abrouaddoandaoty

returning. The wraimm chb d Non- doms who become deemed domiciled will not
been that for a UK t ax beabletouse the remittance basis for future foreign
and gains are only t axa income and gains from the date they become
There is also an | nher i deemeddomiciled.
only the assets hel d [
I nheritance Tax ( subj e
domi c-isleeed bel ow) .

2. Mixed fund bank accounts

All UK resident non-doms can bring funds untainted
The key areas t Watarwi:| | Wwithanyforeignincome and gains which have arisen
in a period of UK tax re

ntroduction of 6de capjtal o) without a tax ¢
i milar to that for

o |
S
The Government is proposing to allow UK resident

o Foreign mixed fund Db n5,qomsatwo year window ( from 6 April 2017 to 5

o Asset Rebasing April 20180 tbhedcl|l eannt e
all ow more funds to be bi

o Trust s capital o. The <cleansing
6mi xed fund bank account ¢

o Inheritance Tax a n constituent parts (capital, income and gains) and
property rearranged into separate bank accounts provided the

The brief details bel c source of the funds can be identified.

legislati eubpedt at e ¢ hé Thiscleansing will only be allowed for bank accounts

Finance Bill just publ i gh9noother assets. However, an individual can sell
Parliament. Specific an overseas asset during the two year period and
before proceeding with
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separate the sale proceeds into their constituent
parts.

In order to benefit from this cleansing the UK resident
non-dom has to have been taxed on the remittance
basis prior to 2017/18 tax year i.e. prior to 6 April
2017. This opportunity is not restricted to individuals
who become deemed domiciled on 6 April 2017 i.e. it
applies to all non-domiciled people unlike the next
relief.

No election is required to be made under the draft
legislation but the unmixing of funds has to be
nominated by the account holder.

Individuals who will become deemed domiciled from
6 April 2017 will be able to rebase their foreign
assets to their market value at 6 April 2017. This can
be a significant benefit where the foreign asset would
immediately come into charge to capital gains tax on
a disposal of the asset especially where there is a
large gain accrued as at 5 April 2017. By treating the
cost for capital gains purposes as the market value at
6 April 2017, most (or all) of the gain can be wiped
out.

The rebasing will apply only to directly held assets
and not assets held by a trust or through a company.
It will apply on an asset by asset basis- it is not a
single global election.

This relief is restricted to those who have paid the
remittance basis charge any time before 5 April 2017.
Also, it applies only to individuals who become
deemed domiciled on 6 April 2017 (it will not apply to
individuals who become deemed domiciled after 6
April 2017).

Note that if the asset was purchased from unremitted
foreign income and gains (which are taxable if
remitted), any remittance of the asset (or disposal or
sale proceeds) will trigger a tax charge on these
unremitted income or gains.

Trusts do not benefit from such rebasing.

Prepared by Jay Sanghrajka, Price Bailey, UK

Email: jay.sanghrajka@pricebailey.co.uk

The trust proposals are somewhat complicated as
the original proposals in the Summer 2015 Budget
have been changed. In essence, the Government
now plans to adapt existing anti-avoidance legislation
that applies to income and gains of non-resident
trusts.

With regard to tax on income, where the trust is a
settlor- interested trust, deemed domiciled settlors
will be subject to tax on income of the trust as it
arises ( from 6 April 2017). Where income is retained
in the trust, foreign income arising in such a trust will
be protected where the trust is set up before the
settlor becomes deemed domiciled.

Where the settlor (and/or close family) receive a
distribution of relevant foreign income from the trust
when the settlor was non-domiciled, the distribution
will be taxed on the settlor.

With regard to capital gains tax, the current proposal
is to follow the tax treatment that applies to resident
and domiciled individuals in the UK to be extended to
deemed domiciled settlors (and/ or family members).

This is to tax trust gains as they arise where the
settlor (and/or close family) retain an interest in the
trust. Settlors will be protected from this charge to
capital gains tax where the trust was set up before
they become deemed domiciled and no additions of
assets to the trust have been made since that date.

From 6 April 2017, offshore structures (including
offshore companies) which hold UK residential
property wi || be treate
Inheritance Tax (IHT) purposes. Shares in offshore
companies which would be close companies (if they
were UK companies) that have a direct or indirect
interest in UK residential property will no longer be
6excluded propertyéo for

shares are beneficially owned by a non-domiciled
individual or offshore trust.

ESFVESP
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Close company is broadly defined as 5 or fewer
shareholders controlling the company (generally owning
more than 50% of the shares).

Loans taken out to purchase the property will be
deductible from the value of the property for IHT
purposes but this will not apply to connected party loans.

In order to avoid or minimise collection difficulties for
HMRC, such properties cannot be sold until all
outstanding IHT liabilities have been paid. The obligation
to report and pay the IHT will cover directors of the
offshore companies.

Unfortunately, despite positive statements in the past,
the Government is not proposing to introduce any reliefs
for de-enveloping property from the offshore company.
These offshore companies potentially face both a capital
gains tax and Stamp Duty Land Tax (SDLT).

6. Planning opportunities

o Consider residence status in light of the proposed
new rules. For those who are about to become
deemed domiciled under the 15 out of the last 20
years tax residence, they will need to consider
whet her a 6 tax year br
domicile clock might be an option. Treaty non-
residence will not be sufficient- it has to be non-
residence under the Statutory Residence Test rules
(and previous residence rules pre-April 2013).
Returning non-doms will need to avoid becoming UK
tax resident from 6 April 2017 in order to avoid the
new rules. Note that part years of tax residence count
towards the 15 out of 20 rule.

Prepared by Jay Sanghrajka, Price Bailey, UK
/ \/ \ Email: jay.sanghrajka@pricebailey.co.uk

o Consider whether foreign income and gains
(such as dividends or trust distributions) should
be accelerated prior to becoming deemed
domiciled so that these still benefit from the
remittance basis rules

0 Re-examine domicile status especially
domicile of origin. HMRC will be paying close
attention to non-domicile status. Non-doms
need to certain they remain non-domiciled
under general law part of which will involve a
definite intention to leave the UK at some point
in the future.

o For non-doms who will benefit from rebasing of
assets, consider which assets the election to
rebase will be beneficial.

0 Review the position of any existing trusts and
consider distributing income and capital gains
from the trust now whilst still being able to
claim the remittance basis of taxation.

o Consider unwinding structures for holding UK
residential property subject to the Capital
Gains Tax and SDLT cost.

The changes proposed by the Government will
have a significant impact for some non-domiciled
individuals so a planning review should be
undertaken as soon as possible. This is a
general note on the proposed changes and action
( or not taking any action) should not be based on
the contents of this note.
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UK Dividend allowance i shield yourself from the changes to the dividend
allowance. take it now

In the Spring Budget 2017, there were plans to  Although the dividend allowance essentially
reduce the £5,000 dividend allowance, which enables an individual to receive dividends of up

were due to come i nto to£5000 tax free, the dividend allowance is in
due to the UK Osnapd fact aofédbiammcdomed taxabl
income.

From 6 April 2016, a new system for taxing
dividends was introduced. Example

_ . . _ Assume nordividend income of £40,000 and
Pre 6 April 2016, dividends in the basic rate dividend income of £9,000. Of the £40,000 Ron
band were taxed at effective rates of 0% (& gjividend income, £28,500 of taxable income remair
10% rate with a 10% tax credit which allowed  after deduction of the £11,500 personal allowance.
tax free dividends up to the basic rate band to

net at 0%), 25% and 30.56%, for basic, higher  INEREEEGEGEG_GTY Y T T

and additional rate taxpayers respectively.

From 6 April 2016 the dividend tax rates
increased to 7.5%, 32.5% and 38.1% for
basic, higher and additional rate taxpayers
respectively. The tax credit has also been
abolished and has been replaced with a new
£5,000 dividend allowance.

This allows the first £5,000 of dividends to be
tax-free and any dividends received above

£5,000 will be taxed at the above rates |, yho spring Budget 2017, the UK Chancellor,
depending on other income recglved |r_1 the Philip Hammond, proposed a reduction in the
year. The E_S’OOO allowance is available dividend allowance, which would cut the
regardiess of income levels. allowance from £5,000 to £2,000, and be
implemented by the Finance Bill 2017.
Fortunately, to ensure the Finance Bill gained the
approval of Parliament ahead of the General
Election, the proposal to reduce the dividend
allowance was scrapped.

Although the dividend allowance essentially
enables an individual to receive dividends of
up to £5,000 tax free, the dividend allowance
is in fact a O6band of
slice of income.

We are advising shareholders to ensure they
take advantage of the £5,000 allowance now (in
the current 2017/18 tax year) as this may be
reduced, or could be abolished at any time now
the election has passed.
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