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China (PRC)
VAT Policy on Asset Reorganization

• The State Administration of Taxation (“SAT”) issued the

Bulletin on Certain Value-added Tax Issues Related to Asset

Reorganization, SAT Bulletin [2011] No. 13 (“Bulletin 13”)6,

on 18 February 2011 to address the VAT policy for asset

reorganizations.

• According to Bulletin 13, which took effect on 1 March 2011,

when a VAT taxpayer transfers all or a part of its asset together

with the related creditor’s right, debts and workforce by means

of merger, split, sale or exchange during an asset reorganization,

the asset transfer is not within the scope of VAT and thus is not

subject to VAT.

• Previously, under Guo Shui Han [2002] No. 420, the VAT

exclusion only applied when a taxpayer transferred all of its

assets together with all creditors rights, debts and workforce.

In a 2009 notice, Guo Shui Han [2009] No. 585, the SAT denied

the VAT exclusion in a case where a taxpayer transferred all

of its assets together with all its liabilities but kept its status

as a listed company. Both notices have been replaced by

Bulletin 13.

• Bulletin 13 has expanded the scope of asset reorganizations

that may be excluded from VAT and therefore more asset

transactions will benefit from the expansion.  Also, Bulletin 13

has expressly provided that asset reorganization for this purpose

includes mergers, splits, sales and exchanges.

• However, ambiguities remain about the implementation of

Bulletin 13. First, tax authorities and taxpayers may have different

views on what constitute “related” creditor’s rights, liabilities and

workforce in a transfer of only part of the assets of an enterprise,

such as during the sale of a business line.  Second, it remains

an open question whether pre-reorganization input VAT can be

moved with the transferred asset so that the transferee can

claim VAT credits against its output VAT.

Tax aspects for non-resident enterprises

• With Announcement dated 28 March 2011 (Gong Gao [2011]

No.24) the SAT has clarified the taxation of non-resident

enterprises in respect of certain matters.  The Announcement

applies from 1 April 2011.

• If a Chinese enterprise is in default on the payments of interest,

rentals and royalties to a non-resident enterprise as agreed in

the contracts, and the payments due have already been brought

into account and deducted on the tax return, the enterprise must

withhold tax on such defaults although no payment has actually

been made.

• In cases where the interest, rentals or royalties are discounted

in the price of an asset or treated as start-up expenditure, the

enterprise must withhold tax at the moment that such asset is

depreciated or the expenditure is amortised.

• Any guarantee fees received by a non-resident enterprise must

be treated as interest and taxed accordingly. Guarantee fees are

defined as fees or similar payments made or borne by an enterprise,

institution or individual in China for the guarantee provided by

a non-resident in connection with a loan, purchase and sale,

processing assignment, rental business and construction work.

• Under a financial lease arrangement, the difference between the

total lease payments and the price of the leased asset (including

the transfer price at the end of the lease) received by a non-

resident lessor without a permanent establishment in China

must be treated as interest and is subject to withholding tax.

• A non-resident enterprise which seconds to China a person, or

commissions an entity or person in China to carry on the day-

to-day management of their real properties is considered to

have a permanent establishment in China and is required to file

the tax return for the purposes of enterprise income tax.

• Withholding tax on dividends or profits paid to a non-resident

is due on the date that the distribution is decided.  If the payment
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has already been made before that date, the paying enterprise

must withhold tax on the date of the payment.

• In cases where two or more foreign investors indirectly transfer

the shares in a resident enterprise at the same time, it is sufficient

that one of the investors provides the documentation with the

local tax authority of the transferee.

• In cases where a foreign investor indirectly transfers the shares

in two or more resident enterprises which are located in the

different provinces (or cities) in China, the foreign investor may

choose one of the local tax authorities of the places of the

transferees for providing the documentation.  However, the tax

payments have to be handled with the different tax authorities

of the places where the transferees are located once the taxes

on the transfer are assessed.

Social security applicable to foreign employees

• The new Social Security Law (SSL) was passed by the National

People’s Congress on 28 October 2010, and has taken effect on

1 July 2011. The new SSL provides that foreign employees working

in China are required to contribute to the social security program

in China unless this is prevented under a social security treaty

between China and the resident country of the individual concerned.

International Tax Developments

• UK.  China and the United Kingdom signed a new income and

capital gains tax treaty on 27 June 2011. Once in force, the

new treaty generally replaces the China (People’s Rep.)- UK

income and capital gains tax treaty of 26 July 1984, as amended

by the 1996 protocol.  The treaty reduces the withholding tax

on dividends to 5% if the beneficial owner is a company holding

directly or indirectly at least 25% of the capital of the paying

company and 15% in other cases.  However, the UK does not

levy withholding tax on dividends and China’s statutory

withholding tax rate is 10%.  The withholding tax rate on interest

is 10% with exemption of interest paid to or on loans financed,

guaranteed or insured by the government.  With respect to

royalty payments the rate is 10% on 60% of the gross amount

of royalty paid for the use of, or the right to use, industrial,

commercial, or scientific equipment; and 10% on the total gross

amount in all other cases. The treaty contains a 183 days service

PE provision and it stipulates that an installation or structure

used for the exploration or exploitation of natural resources

constitutes a permanent establishment.

Hong Kong
Source of income of commission fees

• The Court of First Instance (“CFI”) on 18 April 2011 handed

down its judgment in Li & Fung (Trading) Limited v CIR.  The

case concerns the locality of the commission income derived

by the taxpayer from sourcing goods from overseas suppliers

on behalf of its customers.  The CFI upheld the Board of Review’s

decision and ruled in favour of the taxpayer that the commission

income is offshore and not subject to Hong Kong profits tax.

In its decision, the CFI upheld the principle of the Barings case,

in which it was ruled that one should take into account not at

all the facts of the case, but only those which were essential for

generating the income.

International Tax Developments

• EFTA.  On 21 June 2011, Hong Kong and the European Free

Trade Association (EFTA), which includes Iceland, Liechtenstein,

Norway and Switzerland, signed a free trade agreement.  The

agreement covers trade in services and goods as well as

investment, and other trade-related issues such as protection

of intellectual property.

India
E*Trade brought to the Supreme Court

• The E*Trade Mauritius case is back in focus, this time on account

of revenue authorities going right up to the Supreme Court to

ask for a denial of Mauritius tax treaty (“Mauritius Treaty”)

benefits to E*Trade Mauritius Ltd. (“E*Trade”).

• The last on the matter was that the Authority for Advance Rulings

(“AAR”) confirmed, in March 2010, that E*Trade Mauritius would

be entitled to Mauritius Treaty benefits and not be taxable in

India.  AAR rulings are non-appealable, and while tax authorities

do have the constitutional right to approach the Indian Supreme

Court by filing a special leave petition (“SLP”) in the interests

of justice, this is required to be done within a limitation period

of 90 days from the date of advance ruling.  As the AAR ruling

came out over a year ago, in March 2010, there was to that

extent a level of comfort of the international investor community

with respect to finality of the E*Trade case.
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• The Indian tax authorities have now filed an SLP, albeit a

little delayed, before the Indian Supreme Court, which has

considered the application and directed that E*Trade Mauritius

be sent a notice, allowing them to represent why the SLP should

not be admitted.

• E*Trade, a wholly owned subsidiary of US-based, E*Trade

Financial Corporation (“E*Trade US”) sold its stake in the Indian

company, IL&FS Investmart, to Mauritius based HSBC Violet

Investments (“HSBC”).  The transaction basically involved the

transfer of Indian company shares between two Mauritius

resident companies.  E*Trade sought to obtain a nil withholding

certificate from the tax authorities, which was not granted and 

pursuant to which E*Trade filed a writ petition before the Bombay

High Court.  The Bombay High Court, did not rule on the merits

of the case, but directed E*Trade to file a revision application

before the Director of Income Tax (“DIT”), on the basis of the

consent of the parties.  Meanwhile E*Trade was required to

deposit INR 245 million pending the decision of the DIT.  The

DIT confirmed the position adopted by the ADIT and the amount

deposited by E*Trade was released to the Government of India.

• E*Trade meanwhile approached the AAR for clarity on the

Indian tax implications of sale of an Indian company’s shares

by a Mauritius company and the applicability of Treaty benefits.

 The AAR held in favour of E*Trade and reiterated the applicability

of the Supreme Court ruling in Azadi Bachao Andolan (263 ITR

706), which ensures Mauritius Treaty benefits to Mauritius

companies with a valid tax residency certificate.  Available online

here is a detailed analysis of the issues examined by the AAR

as well as a diagrammatic representation of the E*Trade structure.

The SLP is filed by the Indian revenue authorities as a challenge

to this AAR ruling.

• The revenue authorities appear to be challenging the AAR ruling

on the basis of factual, procedural and substantive grounds.

For example, they have submitted that as per the facts applicable

in E*Trade, the US company was controlling the entire activities

of the Mauritius company and carrying on business, not as a

shareholder of the Mauritius company but as a direct shareholder

of the Indian company.  On this factual basis, revenue authorities

appear to be submitting that the corporate veil of E*Trade must

be pierced.  The merits of this point would depend on the actual

facts presented by the revenue authorities.  In general it is

relevant to note that India respects form over substance and

that Indian courts have supported piercing of the corporate veil

only where the transaction appears to be a sham transaction

i.e. a fraudulent arrangement without permanent legal effect.

• A second set of (procedural) grounds concerns the eligibility of

the AAR to examine this arrangement, when the DIT had passed

an order requiring E*Trade to pay taxes in India. 

• However, the most important, substantive ground raised by the

tax authorities relates to the applicability of the Azadi Bachao

Andolan ruling given by the Supreme Court in 2003.  It has

been submitted by the tax authorities that the Mauritius Treaty

benefits cannot be made available in situations such as E*Trade,

merely on account of a subsidiary being incorporated in

Mauritius.  They submit that while Azadi Bachao Andolan permits

taxpayers to plan their affairs, it does not grant legitimacy to the

use of colourable devices for such planning.  This ground was

also argued by the revenue authorities before the AAR.

Tax evasion

• India’s Supreme Court on 4 July ordered the creation of a panel

to investigate allegations of residents stashing away money in

tax havens such as Liechtenstein.  The government is also

asked to take action on information about Indian taxpayers that

it receives from other countries.

No capital gains tax on restructurings

• In a recent ruling of the Authority of Advance Ruling (“AAR”) in

the case of Goodyear Tire and Rubber Company, the AAR

following its earlier ruling in the case of Amiantit International

Holding  Ltd. held that transfer of shares of an Indian company,

by a non-resident company, without any consideration, to

another non-resident company under group re-structuring, would

not give rise to capital gains tax liability in India.  The AAR also

held that in absence of any income chargeable to tax, the

Transfer Pricing provisions would not apply.

Indirect transfer of shares of an Indian company

• It was reported by the IBFD that the Karnataka High Court ruled

in the case of an indirect share transfer as follows:

• Corporate veil may be pierced to ascertain the actual

transaction, and the agreement for purchase of shares may

be insufficient to determine the taxability of the transaction;
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• It should be ascertained whether the taxpayer enjoys power

by way of interest in the assets of the company, and therefore

the taxpayer should approach the tax authorities who will

consider the case; and

• The taxpayer would need to appear before the tax authorities

to contend that the purchase of shares does not give rise to

capital gains in India.

International Tax Developments

• Luxembourg.  The social security treaty between, signed on 30

September 2009, has entered into force on 1 June 2011. The

treaty generally applies from 1 June 2011.

• Singapore.  On 24 June 2011, Singapore and India signed a

protocol to incorporate the internationally-agreed Standard for

the exchange of information for tax purposes, upon request, in

their standing Agreement for the Avoidance of Double Taxation.

Indonesia
Bandwidth leasing fees no royalty

• It has been reported that the Tax Court gave its decision recently

in a case involving the applicability of withholding tax on bandwidth

leasing fees paid to a UK resident.

• An Indonesian resident company (the Taxpayer) which was

in the business of providing internet services entered into a

contract with Intelsat Global Sales and Marketing Ltd. (Intelsat

UK), a UK resident company which owned a satellite.  Under

the contract, the Taxpayer was to pay bandwidth leasing fees

amounting to approximately USD 2.4 million for the year 2005,

for the use of bandwidth provided by Intelsat UK’s satellite.

The Taxpayer did not use all of the bandwidth capacity and sold

the excess to its customers.  The customers paid the Taxpayer

leasing fees in proportion to the amount of bandwidth used. The

Indonesian tax authorities raised an assessment on the Taxpayer,

on the grounds that the leasing fees paid to Intelsat UK constituted

royalties, and thus was subject to withholding tax pursuant to

Art. 26(1)(c) of the Income Tax Law (ITL), and Art. 12(3)(b) of

the Indonesia-United Kingdom tax treaty (the Treaty).

• Under the Treaty, the term “royalties” comprises “payment of

any kind received as a consideration for the use of, or the right

to use, any industrial, commercial or scientific equipment”.  In

the tax authorities' view, as the payment was interpreted as

being for the “right to use scientific equipment”, it fulfilled the

requirements of Art. 26, the withholding tax provision in the ITL

which imposes 20% withholding tax on royalties.  They further

relied on the fact that the use of bandwidth from a non-Indonesian

satellite was a taxable service for value added tax purposes.

• The Taxpayer argued that the leasing payments made to

Intelsat UK were not royalties, on the following grounds:

• There is a difference between income arising from services

(business profits), and income arising from the use of assets

(royalties).  The leasing fees, in this case, did not meet the

criteria for income arising from assets provided by the OECD,

as follows:

• the asset must be in the physical possession of the lessee;

• the lessee must have a significant economic interest in the

assets leased;

• the lessor does not bear any risk of substantially diminished

receipts or substantially increased expenditures if there is

non-performance under the contract; and

• the lessor does not use the asset concurrently to provide

services to other customers.

• In this case, the satellite was the asset or medium through

which the bandwidth was channelled, which remained under

Intelsat UK’s control throughout the duration of the contract.

 The bandwidth leasing fees were not payments for the use

of the asset, but rather payments for the use of the bandwidth.

 As such, they were not royalties.  In addition, based on similar

cases in India and Australia, bandwidth leasing fees do no

fall within the meaning of a right to tangible assets such as

industrial, commercial or scientific assets.

• The leasing fees could not be said to be paid for the right to

intangibles such as intellectual property, pursuant to a decision

by the Australian Tax Office (ATO).  According to the ATO,

network equipment is only a means of channelling bandwidth,

whereas bandwidth is similar to a frequency spectrum which

does not contain an intellectual property element.

• Intelsat UK did not have a permanent establishment (PE)

in Indonesia; therefore, Indonesia had no right to tax the

income pursuant to Art. 7(1) of the Treaty.
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• The Tax Court held in favour of the Taxpayer.  In their view, the

bandwidth leasing fees under the contract did not constitute

royalties but were the business profits of Intelsat UK.  On this

basis, as Intelsat UK did not have a PE in Indonesia, the right

to tax the income laid with the country of residence, i.e. the UK.

Indonesia had no right to withhold tax on such income.

• The following factors were considered in arriving at their decision:

• the Taxpayer purchased/leased bandwidth, and had control

only over the amount of bandwidth leased under the contract,

not over all of the bandwidth produced by the satellite;

• the Taxpayer subsequently sold excess bandwidth capacity

to customers and obtained in return a consideration for the

amount of bandwidth used;

• the principal function of satellites is to expand the reach of

broadcasts/communications on earth, and signals broadcast

by the communications satellite are essentially relayed from

a source in some other part of the world; and

• should royalties be paid, it would be between the manufacturer

of the satellite and the owner of the satellite, rather than in

respect of the bandwidth use.

Amendment to tax audit procedures

• The Minister of Finance (MOF) has issued a supplementary

regulation to MOF Reg 199/PMK.03/2007 (PMK-199/2007)

on tax audit procedures in the form of MOF Regulation No.

82/PMK.03/2011 on 3 May 2011.  The new Regulation applies

to tax audit processes commencing after the date of the

Regulation.  This new regulation deals with various matters

which were not clear from reading Reg 199, such as the scope

of work of the Quality Assurance Team of the tax office, who

may review the findings of the tax auditor in the event of

a dispute with the taxpayer, the closing conference invitation,

the finalisation of a tax audit.  Finally, Reg 82 indicates that

more detailed regulations will be issued by the tax office in

due course.

International Tax Developments

• Guernsey.  On 27 April 2011, Guernsey and Indonesia signed

an exchange of information agreement relating to tax matters.

• Iran.  In May, Indonesia signed a double tax treaty with Iran.

Japan
Corporate income tax – Tohoku earthquake

• On 27 April of this year, certain specific national tax laws have

been enacted and have become effective as per the same date,

to provide tax relief to those affected by the Tohoku earthquake

on 11 March, including the tsunami and following nuclear crisis

in the Fukushima power plants.

• The tax relief for individuals consists of:

(i) Specific deductions and/or tax exemptions for losses resulting

from the earthquake;

(ii) Special tax treatment for donations made in relation to the

earthquake.  The maximum amount of deductible donations

is increased and rather than a deduction of income, a full

credit can be claimed for such donations; and

(iii) Full tax credits for housing loans.

• The tax relief for corporations consists of:

(i) Loss carry back increased by one additional year, i.e. two

years maximum;

(ii) Refunds for withholding taxes upon filing of an interim tax

return (timing benefits); and

(iii) Beneficial (expedited) depreciation rules for replacement

of destroyed assets

2011 Japan Tax Reform

• Due to the earthquake, the discussions on the 2011 tax reform

have been delayed.  An amended proposal has eventually been

approved and passed by the Diet on 22 June 2011, taking effect

as of 30 June 2011.

• This amended proposal did not include the proposed reduction

in corporate income tax by 5%, which measure has therefore

not been enacted to date.  Also still pending is the extension of

the loss carry forward limitation from 7 to 9 years.

• Some of the proposals and incentives that have been enacted

are as follows:

• Tax credits for creation of additional employment (JPY 200,000

per FTE);
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International Tax Developments

• Luxembourg. The Korean tax authorities have ruled that

Luxembourg SICAV (‘société d'investissement à capital variable’)

and SICAF (‘société d'investissement à capital fixé), which are

investment fund type vehicles commonly used in Luxembourg,

are not entitled to the benefits of the tax treaty between

Luxembourg and Korea.  The tax authorities ruled that according

to Article 28 of the tax treaty, the benefits do not apply to holding

companies under the Luxembourg Act of July 1929 and/or the

Decree of December 1938, which are to be understood to include

the Luxembourg SICAV and SICAF.

Malaysia

Public Ruling on Investment Holding
Company

• The Malaysian Inland Revenue Board (IRB) issued a

Public Ruling (PR) on 10 March 2011 (No. 3/2011) on the tax 

treatment of Investment Holding Companies (IHC) resident

in Malaysia, which retrospectively applies as of the year of

assessment 2006.

• An IHC is defined as a company whose main activity is the

holding of investments.  As such it has to derive at least 80%

of its gross income (whether exempt or not) from this activity.

Its tax treatment depends on whether the IHC is listed or unlisted

on the Bursa Malaysia.

• The income of an unlisted IHC, which is derived from the holding

of investments (dividends, interest and rental), will be treated

as earned from a non-business source.  Income other than from

the holding of investments will be subject to a 10% withholding

tax if paid to a non-resident. A tax deduction is allowed for

certain permitted expenses that are normally not deductible,

including directors’ fees, wages, salaries and allowances,

management fees, secretarial, audit and accounting fees,

telephone charges, rent and other expenses incidental to the

maintenance of an office.  The deduction is limited to 5% of

gross income from dividends, interest and rent (non-business).

Expenses that cannot be fully deducted in a year, due to a loss

or insufficient aggregate income, cannot be carried forward to

subsequent years.

• 7% tax credit for acquisition of environmentally friendly

machinery and equipment; and

• Reduced rates on capital gains and dividend income from

listed shares are extended for another two years.

International Tax Developments

• The Netherlands.  As mentioned in the previous edition of this

newsletter, the Governments of the Netherlands and Japan

have reached consensus on the agreement for the avoidance

of double taxation and the prevention of fiscal evasion with

respect to taxes on income, although the revised tax treaty is

yet to be ratified by both governments.  We understand that the

Japanese Diet has approved the revised tax treaty, which is

currently under discussion in Parliament in the Netherlands.

We expect that both countries will ratify the revised tax treaty

within this year, allowing it to enter into force per 1 January 2012.

Korea

Tax law changes

• In addition to the changes previously mentioned in this newsletter,

on 12 May of this year the Korean Ministry of Strategy and

Finance (MOSF) have announced further proposals to amend

several tax laws, including that on ‘Tax Incentive Limitations’.

• The proposed amendment to the Tax Incentive Limitations

encompasses an expansion of the scope of eligible R&D

expenses (20% to 30% tax credit) to include expenses on wind

and geothermal energy, smart vehicles, LCD technology and

other IT technology.

Bank levy

• The MOSF has announced a bill to introduce a bank levy,

which is to be enforced as per August 2011.  The proposed

bank levy is a taxation charged on banks’ foreign currency

borrowings, whereby certain borrowings to be designated by

the Ministry would be excluded from the taxation.  The bank

levy aims to charge a flat tax at rates between 2 bps and 20

bps, depending on the maturity of the loan agreement underlying

the foreign currency borrowing.
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• The income from the holding of investments of a listed IHC is

treated as gross income from a business source.  Each source

of income is to be assessed as a separate business source.

Expenses are fully allowed in deduction, but are subject to

certain conditions.  Unutilized losses and unabsorbed capital

allowances cannot be carried forward.

Public Ruling on income from letting
of real property

• The IRB issued a PR on 10 March 2011 (No. 4/2011), on the

tax treatment of income from the ‘letting of real property’, which

applies as of year of assessment 2011 and replaces PR 1/2004.

• Letting of real property is deemed as a business source if main-

tenance or support services are actively and comprehensively

provided in respect of that property.  If these services are not

provided in respect of the property, the income would be

considered not to have a non-business source.  If several

properties are let out by the same person, the properties can

be grouped together as being either a business source or a

non-business source.  If some properties are business source

and some are non-business source, the income is assessed

separately.  Nonetheless, the business source income from the

letting of real property must be treated as separate from other

business sources of the taxpayer.

• Expenses exclusively incurred in the production of income will

generally be deductible against the income from a business

source.  Expenses exclusively incurred in the production of non-

business source income, such as assessment and quit rent

paid, interest on loan, fire insurance premium, expenses incurred

on rent collection, tenancy renewal and repairs, are deductible

against such income. Initial expenses incurred to create a source

of rental income, such as advertising cost, legal cost to prepare

the rental agreement and the real estate agent fees/commission,

will not be permitted against either income sources.

Upcoming Budget 2012

• The Deputy Finance Minister announced that the government

is considering a reduction in the corporate and individual tax

rates in the upcoming Budget for 2012, which will be delivered

on 7 October 2011.  The tax rate reduction may be possible

after the (deferred) implementation of the proposed Goods and

Sales Tax.

Public Ruling on Residence Status of
Companies and Bodies of Persons

• The IRB issued PR on 16 May 2011 (No. 5/2011), on the

residence status of companies and bodies of persons, which

applies as of year of assessment 2011.  The PR sets out:

• The differences in tax treatment (i.e. scope of charge, basis

of assessment, tax rates, withholding tax, etc.) of a resident

and a non-resident company and body of persons;

• The determination of the residence status of companies,

bodies of persons and trusts;

• The clarification on what constitutes “management and control”,

which are generally considered to be exercised where the

directors of a company meet to conduct the company’s

business or affairs (e.g. location of operations, residency

status of directors, and shareholders’ control), irrespective of

where the company is incorporated;

• Dual residence and the use of the tie-breaker rule under tax

treaties; and

• The required documentation which can assist in determining

the residence status of a company when trading and manage-

ment and control are exercised outside Malaysia but certain

directors’ meetings are held in Malaysia, such as the Articles

and Memorandum of Association (ascertaining the registered

address of the company), the company’s letter head, minutes

of directors’ meetings that indicate where the meetings were

held and what decisions relating to management and control

were taken, and minutes of general meetings that show where

such meetings have been held and what transpired at these

meetings may also contribute.

Public Ruling on Residence Status of Individuals

• The IRB issued PR on 16 May 2011 (No. 6/2011), on the residence

status of companies and bodies of persons, which applies as

of year of assessment 2011. The PR sets out the following:

• The differences in tax treatment of a resident and a non-

resident individual (tax rates, personal relief, rebates and

withholding tax);

• Determination of the residence status of individuals under

the provisions of the Income Tax Act.  Generally, the resident
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status of an individual is determined by reference to “physical

presence” in Malaysia.  In particular, the PR contains additional

illustrations on the “temporary absence” provision;

• The determination of citizens employed in the public services

or service of a statutory authority, whereby such persons are

deemed resident in Malaysia if they are employed or studying

overseas; and

• Dual residence and the use of the tie-breaker rule under

tax treaties.

International Tax Developments

• South Africa.  On 5 April 2011, Malaysia and South Africa signed

an amending protocol to the income tax treaty of 26 July 2005.

Details are not yet made available.

• Qatar.  On 9 June 2011, the Protocol to the income tax treaty

between Malaysia and Qatar of 3 July 2008, which has been

signed on 16 February 2011, has been ratified by Qatar.

• Australia.  The amending protocol to the income tax treaty

between Malaysia and Australia of 20 August 1980, as

amended by the 1999 and 2002 protocols, which has been

signed on 24 February 2010, has been ratified by Australia on

27 June 2011.

• India.  On 1 July 2011, the comprehensive economic cooperation

agreement between Malaysia and India of 18 February 2011,

entered into force.  It envisages liberalisation of trade in goods,

trade in services, investments and other areas of economic

cooperation.

Philippines

Clarification of interest income exemption

• The Philippines’ Bureau of Internal Revenue (BIR) issued

Revenue Memorandum Circular 18-2011 on 12 April 2011,

clarifying the exemption for interest income derived from long-

term deposits or investment certificates.  The Circular defines

“long-term deposit or investment certificates” as time deposit

or investment certificates that are (i) in the form of savings,

common or individual trust funds, deposit substitutes, investment

management accounts and other investments with a maturity

period of not less than 5 years ,and (ii) issued by banks only

(not by non-bank financial intermediaries and finance

companies), and (iii) issued to individuals in their own name

and in denominations of PHP 10,000 and other denominations

prescribed by the central bank.  If these conditions are met,

the interest is exempt from income tax.  The exemption relates

to interest income only and does not exempt other income

such as gains from trading and foreign exchange gains.

Where the holder of the certificate terminates the deposit or

investment before the 5th year, a final withholding tax is

imposed after all, which is (i) 5% for holding periods of 4 years

to less than 5 years, (ii) 12% for holding periods of 3 years

to less than 4 years, and (iii) 20% for holding periods of less

than 3 years.

International Tax Developments

• Turkey.  On 10 April 2011, the income tax treaty and protocol

between Philippines and Turkey of 18 March 2009 has been

ratified by the Turkish Council of Ministers.  The treaty will

enter into force once the exchange of instruments of ratification

is completed.

• France.  The Philippines and France have agreed to sign an

amending protocol to their income tax treaty of 9 January 1976

(as amended by protocol of 1995). No further details are available.

Singapore
First anti-avoidance case

• Since the introduction of the current general anti-avoidance

section in 1988, there has yet to be any reported case on the

section. AQQ v Comptroller of Income Tax is the first and in

this bulletin, we provide a summary of the case.  It is understood

that the taxpayer has filed an appeal and it is hoped that the

courts will take this opportunity to set down clearer guidance

on what is a rather vague area in Singapore’s tax law.

Time of supply rules for goods and services
tax (GST) purposes

• To facilitate compliance and to align the GST rules with business

practices, the time of supply rules have been amended with
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retroactive effect to 1 January 2011.  Under the simplified rules,

the 14-day rule will be removed.  The new time of supply for

most transactions will apply either by the time payment is

received or when an invoice is issued for the supply, whichever

is earlier.  The Inland Revenue Authority of Singapore (IRAS)

has issued an e-Tax guide “GST: Time of Supply Rules” to

explain changes to the time of supply rules.  The guide also

lists the exceptional transactions to which special time of supply

rules will apply.

GST Refunds with the New Electronic Tourist
Refund System (eTRS)

• IRAS is partnering with Global Blue to develop a new electronic

tourist refund scheme (eTRS) that will eliminate the need for

manual form filling by tourists at the point of purchase and

provide greater convenience for GST claims at the Singapore

Changi International Airport.  This new scheme enables tourists

to enjoy a consistent experience when they make purchases

from different retailers in Singapore, and can expect faster

clearance process at the airport checkpoints.  Purchase details

will be captured into an electronic system at the point-of-sale

and tagged into a token (e.g. credit card) carried by the tourist.

Tourists will just have to use their passports and tokens to

retrieve their purchase records at the validation kiosks at the

airport, and select to obtain the GST refund in cash or via their

credit card accounts.  The eTRS will be implemented in phases

from mid 2011 until late 2012.  IRAS has already issued draft

e-Tax guides in this respect.

Streamlining Process of Tax Deduction
for Donations

• Donations made by taxpayers to charities and other institutions

of public character (IPC) are currently tax deductible at 2.5 times

the amount of the donation.  As of 1 January 2011, all individuals

and businesses that donate to an IPC are required to provide 

their identification numbers for their donations.  This requirement

will enable the IPC to transmit the donor’s details to IRAS

electronically, and tax deductions for the donations will be

automatically reflected in their tax assessments.  Donors will

no longer be required to make a separate claim to IRAS to

obtain their tax deductions. The need for IRAS to verify the

donor’s claim for tax deduction will also be eliminated.

Anonymous donors do not need to provide their identification

numbers to the IPC.

IRAS Circular on foreign tax credit pooling

• On 22 June 2011, the IRAS issued a tax circular providing

details on the foreign tax credit (FTC) pooling system introduced

in the Budget 2011.  Resident taxpayers, who have paid foreign

tax on foreign income that is also subject to tax in Singapore,

can claim an FTC against the Singapore tax payable on the

foreign income at the lower of (i) the foreign tax paid and (ii)

Singapore tax payable on the income, computed on a “source-

by-source and country-by-country” basis.

• As of year of assessment (YA) 2012 (i.e. for financial years

ending in calendar year 2011), taxpayers may elect to pool the

foreign taxes paid on any item of foreign income, provided that

(i) income tax was paid in the foreign jurisdiction from which the

foreign income is derived; (ii) the headline tax rate of the foreign

jurisdiction is at least 15% at the time the foreign income was

received in Singapore; (iii) Singapore tax is payable on the

foreign income; and (iv) the taxpayer is entitled to claim the

FTC under the tax law.  If no election is made, the FTC is

computed based on the “source-by-source and country-by-

country” basis.

• The amount of FTC is the lower of total Singapore tax payable

and the pooled foreign taxes paid on the foreign income.  If the

foreign income is taxable at different rates, the Singapore

tax payable under the different rates is aggregated and the

amount of FTC is given based on the lower of total Singapore

tax payable and total foreign tax paid on the same pool of

foreign income.

• The pool of foreign income under the FTC pooling system in

one YA need not be the same in another YA.  If the taxpayer

incurs a loss, the foreign tax paid on the foreign income falling

under that tax category is not allowed to be pooled as there is

no Singapore tax payable on the foreign income.  The foreign

income tax to be pooled includes underlying tax paid on

foreign dividends.

• If the foreign income meets the conditions for tax exemption

under both the foreign source income exemption (FSIE) regime

and the FTC pooling system, the taxpayer may for each YA

choose, whether he applies (i) tax exemption under the FSIE

regime; (ii) FTC under the FTC pooling system; or (iii) FTC

under the “source-by-source and country-by-country” method.
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• Income which is eligible for a tax sparing credit on foreign

income does not meet the conditions of the FTC pooling system.

Mergers and Acquisitions Scheme

• In Budget 2010 the M&A scheme was introduced to encourage

companies in Singapore to grow their businesses through

mergers and acquisitions.  The scheme is limited to qualifying

share acquisitions, either directly or through a wholly-owned

subsidiary incorporated primarily for acquisition, during the

period 1 April 2010 to 31 March 2015 only.  It is not applicable

to a company which acquires the business assets of another

company (including as a going concern).

• The M&A Allowance, equal to 5% of the value of the acquisition,

is granted only to the acquiring company (not the subsidiary).

The maximum amount of M&A allowance granted to an acquiring

company is $5 million for each YA for all qualifying share

acquisitions executed in the basis period for that YA (i.e. 5% of

the purchase consideration of qualifying share acquisitions

aggregating up to $100 million).  The M&A allowance on the

purchase consideration (including any contingent consideration)

incurred for any qualifying share acquisition is allowed over

5 years on a straight-line basis (“5-year write-down period”) and

cannot be deferred.

• Stamp Duty Relief is granted on any contract or agreement for

sale of equitable interest in ordinary shares or on any transfer

documents for the acquisition of the ordinary shares under

an M&A deal, if executed during the period 1 April 2010 to 31

March 2015.  The amount of stamp duty relief which is granted

to the acquiring company only is capped at $200,000 for each

financial year (“FY”).  Where both stamp duty relief and M&A

allowance are claimed on the same qualifying share transaction,

the FY or elected 12-month period for the purpose of stamp

duty relief must be identical to the basis period or elected 12-

month period for the purpose of claiming M&A allowance.

• The M&A Scheme is not intended to apply to (i) an internal

restructuring/ reorganisation of companies undertaken within a

corporate group except where such a restructuring/ reorganization

also results in the corporate group acquiring a higher proportion

of ordinary share ownership in a target company after the event;

(ii) the setting up of new (subsidiary) companies within a corporate

group to carry on business activities; or (iii) the acquisition of

ordinary shares which form part of the acquiring company’s

trading stocks.

• IRAS issued a Circular about the M&A Scheme on 27 June

2011, which includes a broad outline of the incentive, a set of

qualifying conditions, administrative guidance and examples.

Deduction of expenses prior to
earning business revenue

• Budget 2011 enhanced the existing concession for enterprise

development (“Concession”), which allows tax deduction for

certain expenses incurred before a business begins to generate

revenue.  The Concession seeks to promote entrepreneurship

by providing businesses with greater certainty regarding tax

matters.  It also helps to partially relieve businesses of the costs

incurred when starting out.

• The Concession took effect from YA 2004. Under the Concession,

a person who conducts business activities is treated as having

commenced his business on the deemed date of commencement

(the first day of the accounting year in which a business earns

its first dollar of business receipt).

• To facilitate business start-ups further, businesses may claim

tax deduction on revenue expenses incurred in the accounting

year immediately before the deemed date of commencement.

This enhancement takes effect from YA 2012.  The enhancement

provides further relief to business start-ups which take a longer

time to generate revenue.

• IRAS issued a Circular about this Concession on 30 June 2011,

providing details and examples.

International Tax Developments

• Panama.  On 1 April 2011, Panama ratified the income tax

treaty and protocol between Singapore and Panama of 18

October 2010.

• Ireland.  On 8 April 2011, the income tax treaty and protocol

between Singapore and Ireland of 28 October 2010 entered

into force and generally applies as of 1 January 2011.  It generally

follows the OECD Model Convention.  The maximum rates of

withholding tax are 0% on dividends, 5% on interest, subject to

an exception, and 5% on royalties.  Deviations from the OECD

Model include (i) a service-permanent establishment when

services are provided for more than 183 days in a 12-month

period, and a project-permanent establishment if supervisory
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activities are carried out connected to a building site, construction,

installation or assembly project that is carried on for more than

12 months, (ii) the business profits article follows the UN

Model Convention (2001), (iii) profits derived from the operation

of ships or aircraft in international traffic include profits from

 the rental of the ships and aircraft on a bareboat basis and

profits from the use, maintenance or rental of containers

(including trailers and related equipment) for the transport of

goods and merchandise, (iv) the article on independent personal

services follows the UN Model Convention (2001), and (v) art.

22 on offshore activities provides for a deemed permanent

establishment where a company resident in Singapore carries

on offshore activities in Ireland if the activities are carried on

for a period exceeding in aggregate 30 days in any 12-month

period.  It also specifies the treatment of the remuneration

for related employment and capital gains derived from the

disposal of assets related to the offshore activities.

• Spain.  Op 13 April 2011, the income tax treaty and protocol

between Singapore and Spain was signed.  It generally follows

the OECD Model Convention.  The maximum rates of withholding

tax are (i) 5% on dividends (0% if the beneficial owner is a

company holding 10% or more of the shares of the dividend

distributing company, (ii) 5% on interest (exceptions apply), and

(iii) 5% on royalties.  Films and tapes for radio or television

broadcasting, and computer software are included in the definition

of royalties.  Taxable in the resident state are capital gains from

(i) the disposal of shares quoted on a recognized stock exchange,

(ii) gains derived from the disposal of units of a REIT quoted

on a recognized stock exchange provided the seller has not

held more than 25% of the units during the 24-month period

immediately preceding the disposal, and (iii) gains derived from

the disposal of shares or partnership interest whose immovable

property in which it carries on an industrial business is more

than 50% of its asset value.  Art. 1 of the Protocol allows the

contracting states to apply their domestic anti-abuse legislation

with respect to abuses of law including tax treaties, and specifically

states that the treaty does not prevent the contracting states

from applying their domestic controlled foreign corporation rules.

Both states generally provide for the credit method to avoid

double taxation.

• Saudi Arabia.  The income tax treaty between Singapore and

Saudi Arabia of 3 May 2010 has entered into force on 1 July

2011 and will generally apply from 1 January 2012.

• India, Italy, Uzbekistan.  Amending protocols to the income tax

treaties of Singapore with India, Italy and Uzbekistan have

been signed, to incorporate the internationally-agreed standard

for the exchange of information for tax purposes.

• India.  On 1 March 2011 the Income Tax Appellate Tribunal

(ITAT) ruled in the case of SET Satellite (Singapore) Pte Ltd v.

ADIT (ITA No. 7349/Mum/2004) in which it laid down the

conditions for applicability of the limitation of benefits (LOB)

clause of the India-Singapore tax treaty.  The ITAT observed

that the LOB clause of the Treaty applies only to income paid

from sources in one contracting state (India), where they are

exempt from tax or enjoy tax at a reduced rate, to a recipient

resident in the other contracting state (Singapore).  In the case

at hand, although the payments made were construed as

royalties, the source of such royalties was not in India but in

Singapore where they were taxable.  Further, such income was

not exempt from tax in India.

• UAE.  Singapore and the UAE signed a bilateral investment

protection agreement on 24 June, which will provide mutual

protection against non discrimination and assurances against

expropriation of property by the other government.

Taiwan (R.O.C)

Proposed increase of retained earnings tax

• On 28 March 2011, Taiwan’s Legislature proposed to increase

the retained earnings tax rate from 10% to 15%. The main intent

of the proposed increase is to discourage individual taxpayers,

taxable at personal income tax rates up to 40%, to delay dividend

distributions.  The proposal is currently under review by the

Congress, and was initially intended to have retrospective effect

from 1 January 2011, once approved.  It has however meanwhile

encountered opposition from the business community.  Both

Taiwanese companies and multinational companies with

Taiwanese subsidiaries will be adversely affected by this

measure, which may affect their future investment capacity or

their drive to set up shop in Taiwan.  It is yet unresolved if and

how the additional 5% tax could be recovered; tax treaties

generally provide for a withholding tax reduction to 10%, and

it is not clear whether the additional 5% taxation would qualify

for foreign tax credits abroad.
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Guidance on thin cap rules

• Introduced earlier this year, and notified in the previous edition

of this newsletter, Taiwan has implemented thin cap rules to

prevent the deduction of interest paid to related entities in excess

of a certain ratio.  On 21 June 2011, guidance was issued in

this respect:

• A corporate taxpayer, such as a subsidiary or a Taiwanese

branch of a foreign company, is subject to the thin capitalization

rules as of fiscal 2011.

• The debt-to-equity ratio generally is 3 to 1.  Companies in the

financial industry, such as banks, financial holding companies,

insurance companies, securities firms, etc. are excluded from

the application of the thin capitalization rules.

• Related parties are defined in Taiwan’s transfer pricing

rules, which stipulate many types of related parties including

direct and indirect ownership, substantial management or

control, etc.

• Debt within the scope of the thin cap rules includes related-

party debt, unrelated-party debt arranged or guaranteed by

a related party, and other debt financing from related parties.

Certain types of debt are by exception excluded from the thin

cap rules.

• The owner’s equity will depend on the higher of the net asset

value and the total amount of paid-in capital and capital surplus

of the taxpayer.

• The non-deductible interest expense is to be calculated as:

interest expense from related-party debt x (1 - (3 / related-

party debt divided by the owner’s equity).

• If the tax authorities first make a transfer pricing adjustment

to the interest expense, the debt-to-equity ratio must be

recalculated to determine whether there is any interest expense

that exceeds the 3-1 debt-to-equity ratio.

• For tax compliance purposes, taxpayers must disclose relevant

information of the debt, the owner’s equity, interest expense, etc.

in the annual tax return (unless covered under a safe harbor rule).

Luxury tax law in effect

• The proposed luxury tax law mentioned in our previous edition

has been included in the law on 4 May 2011 by Presidential

Decree No. 10000085291 and took effect as of 1 June 2011.

Thailand

Thailand Exempts Foreign Actors from
Income Tax

• On 12 April the Thai government announced that foreign actors

who come to Thailand to work in movies will not be taxed on

their income from the movies made in Thailand.  This tax break

aims to attract filmmakers and tourists to boost the hospitality

industries, and to promote Thailand as a result of the additional

advertising.  This exemption will apply to earnings in tax years

2011 through 2015.  Currently, foreign actors pay an income

tax of approximately 10% on their Thai earnings.  However,

actors will not be exempt from VAT.  Officials said foreign

film productions pay VAT on only about 4.2% of their total

expenditures.  The official Thai VAT rate is 10%, but it was

“temporarily” set at 7% in the wake of the 1997 economic crisis

and has been renewed at that rate every year since.

Tax Rules on International Procurement Centres
in Thailand

• Royal Decree No 518 (Regulation) grants corporate and

individual income tax privileges in order to promote the establish-

ment of International Procurement Centres (IPC) in Thailand.

The Regulation came into effect on 5 May 2011.  An IPC is a

company established under Thai law carrying on the business

of procuring and selling goods, raw materials and parts to

affiliated companies.  Affiliated companies are companies or

juristic partnerships which have a relationship with the IPC under

either one of the following characteristics:

(i) Holding 25% of capital:

1. A company or juristic partnership holding not less than

25% of the total capital of the IPC,

2. The IPC holding not less than 25% of the total capital of

a company or juristic partnership,

3. A company or juristic partnership under (1) holding shares

or being a partner not less than 25% of the total capital

in another company or juristic partnership,

(ii) Control or supervise:

4. A company or juristic partnership empowering to control

or supervise the operation and management of the IPC,

5. The IPC empowering to control or supervise the operation

and management of a company or juristic partnership,
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6. A company or juristic partnership in (4) empowering to

control or supervise the operation and management in

another company or juristic partnership.

• Corporate tax benefits include a five year 15% corporate income

tax rate (the standard income tax rate is 30%) on net profit from

the following qualified income: (i) Income from procuring and

selling goods outside Thailand to affiliated companies situated

abroad whereby the goods must not be brought into Thailand;

and (ii) Income from procuring parts and raw materials either

in Thailand or abroad for sale to affiliated companies situated

abroad for manufacturing goods outside Thailand by the affiliates.

• Employee tax benefits include a five year 15% personal income

tax rate for a maximum of three expatriate staff working for the

IPC at management level or as high level experts, if the qualified

IPC earns the qualified income not less than 50% of the total

revenue of the IPC (qualified and disqualified income), and five

year personal income tax exemption for expatriate staff employed

by the qualified IPC in respect of income earned from assignments

outside Thailand providing that the IPC does not claim their

costs as corporate income tax deduction.

• To qualify as IPC, (i) the company has a paid-up capital of at

least Baht 10 million at the end of each accounting period; (ii) the

company expenditure in each accounting period is either (a) not

less than Baht 15 million operating expenses payable to recipients

in Thailand, excluding depreciation, cost of goods, raw materials,

royalties, parts and packing materials; or (b) not less than Baht

30 million of capital expenditure payable to recipients in Thailand,

excluding investments in securities; (iii) the counter party affiliated

companies must carry on business according to their objectives

and have their own management and employees; (iv) the

company employs skilled staff who graduated at least secondary

school or primary vocational institute or equivalent; (v) the

company earns from the third accounting period onwards (a)

qualified income of not less than Baht 1 billion in each accounting

period; and (vi) the company pays from the third accounting

period onwards compensation of not less than Baht 2.5 million

per person per annum to at least 3 employees.

• A number of registration and reporting requirements apply,

and if the qualifying conditions are not met in any year, all tax

benefits will be withdrawn with effect from the first year.  The

IPC and expatriate staff will in addition be subject to penalties

and surcharges.

Vietnam
New Circular on Science and Technology
Development Fund of an enterprise

• An enterprise may allocate up to 10% of annual taxable

income to establish a Science and Technology Development

Fund.  On 9 February 2011 the MoF issued a new Circular

(15/2011/TT-BTC, Circular 15) on the establishment, organization,

operation, management, and usage of a Science and Technology

Development Fund (“the Fund”), which in brief provides that:

• The Fund should be established by an enterprise to finance

its investment in science and technology activities in Vietnam

by conducting activities of research, application and develop-

ment, and innovation of technologies as well as products and

product rationalization to improve its competitiveness.

• Depending on the size of the Fund and science and technology

investment needs of an enterprise, the head of the enterprise

shall decide on the organisation, operation and management

of, and be responsible for the operation of the Fund.

• Enterprise shall send the decision of the establishment of

the Fund and the charter on the organization and operation

of the Fund to the relevant local tax office, as well as other

relevant local authorities.  An annual report on the provisions

and the usage of the Fund must also be submitted.  The

enterprise is also required to declare the provided amount in

its CIT finalization return.

• Funds can only be used for investment activities in science

and technology of the enterprise in Vietnam.  The Fund’s

capital cannot be used to invest in other activities which are

not associated with the science and technology development

of the enterprise in Vietnam or to invest in the science and

technology projects which have been financed and supported

by other sources.

• Those expenses which have been financed by the Fund shall

not be treated as deductible expenses for the purpose of

determination of CIT taxable income of the enterprise in

that period.

• Within 5 years from the following year of the year of the

setting up the provisions, if the Fund is not used or less than

70% of the Fund is used or is used for improper purposes,

the enterprise must pay to the State Budget the CIT amount



14LOYENS & LOEFF     Asia Newsletter – Summer 2011

enterprises for the year 2011 will be deferred for 1 year from

the statutory deadline. The deferral does not apply in certain

group company situations and to corporate tax levied on certain

types of income such as real estate, finance, banking, insurance,

securities, etc.

• On 30 March 2011 it has been announced that where an

enterprise incurs expenses to generate goodwill, the value of

the goodwill is to be gradually allocated to its business expenses

over a maximum period of 3 years.  This rule does not apply

where the enterprise self-determines its goodwill value.

• On 4 April 2011 it has been announced that where an enterprise

has bad debt expenses but does not make a provision for it,

the bad debts would not be tax deductible (provisions for bad

debts are deductible in accordance with Circular 130/2008/TT-

BTC of 26 December 2008).

Tax reform strategy 2011 - 2020

• On 17 May 2011 the Prime Minster approved a tax reform

strategy for the period 2011 to 2020, including inter alia (i) less

VAT exempt groups of goods and no introduction of an additional

VAT rate, (ii) a decrease of the common corporate tax rate,

simplification of the tax incentive policy by reducing the number

of sectors subject to incentives and more regulations on the tax

deductibility of expenses; (iii) expansion of the personal income

tax base, simplification of tax calculation and reasonable

adjustment of tax rates.  Furthermore, regulations and amend-

ments are envisaged relating to special consumption tax, import

and export duties, natural resource tax, environmental protection

tax and natural resource exploration levy.

International Tax Developments

• Qatar.  The air transport tax treaty between Vietnam and Qatar

of 8 March 2009 entered into force on 21 April 2011. It is intended

to establish a legal framework to eliminate double taxation

of Qatari and Vietnamese companies that operate in the

international air transportation industry.

• Portugal.  It has been announced on 20 June 2011 that

Vietnam and Portugal have successfully concluded income

tax treaty negotiations.  The treaty is expected to be signed

ultimo 2011.

calculated on the taxable income which has been used to

form the Fund, as well as interest on late payment imposed

on that CIT amount.  The Circular provides some principles

for determining the CIT amount to be collected and interest

incurred on late payment of that CIT amount.

• Guidance on the Fund management in case of a change of

ownership has now also been made available.

Income tax on brokerage commissions

• On 1 March 2011 guidance was issued on the Personal Income

Tax (PIT) on brokerage activities performed by foreign individuals.

Foreign individuals will be subject to PIT on their brokerage

activities as follows:

• Foreign tax residents carrying out brokerage activities in

Vietnam shall be subject to withholding tax at 10% on payments

of VND 500,000 and above.  The requirement to withhold

may be lifted where the income from these brokerage activities

is the taxpayer’s only source of income and it is estimated

that his total taxable income for the year will be below the

threshold, and the taxpayer submits a letter confirming the

aforementioned to the paying entity; and

• Foreign non-tax residents carrying out brokerage activities

in Vietnam that are registered traders (either in Vietnam or

overseas) are subject to 5% withholding tax on the payment;

if the foreign individuals are not registered traders then a

20% withholding tax will apply.

Circulars on VAT issued

• Various Circulars and Official Letters (OL) have been issued

providing guidance on VAT, inter alia on the use of electronic

invoices for the sales of goods and/or provision of services, on

telecommunication services not subject to VAT, service fees

charged for telecommunication access, input VAT on goods

and/or services purchased by the telecommunication service

organization for investing in its telecommunications infrastructure,

and on the authorized conditional trading of unlisted securities

(i.e. Repo Securities); they are is not subject to VAT.

Various corporate income tax regulations

• It has been announced that with effective date 6 April 2011

the payment of corporate tax of small and medium-sized
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