LOYENS [ LOEFF

Asia Newsletter

Summer 2009




Brunei

Budget 2009/2010

®  On 16 March 2009, Brunei’s budget for 2009/2010 was approved.

The most important aspects in this regard are:

® A reduction of the corporate income tax rate from 25.5% to

23.5% from the year of assessment 2010 onwards.

® The withholding tax rate on gross rental or other payments
for the use of movable property derived from Brunei is reduced
from 15 to 10%.

® The rate of initial allowance on plant and machinery is increased
from 20% to 40%. A taxpayer may instead of an initial
allowance claim annual allowances on plant and machinery

over a period of 3 years at the rate of 33.33% per year.

China

Corporate restructuring

China’s New Tax Implementation Rules for Corporate Re-
structuring were finally issued on 30 April 2009. The Ministry
of Finance (“MOF”) and State Administration of Taxation (“SAT”)
finally jointly released the rules for corporate restructuring
(“Restructuring Rules”) under the Notice entitled “Several
Questions about Corporate Income Tax (“CIT”) Treatments for
Corporate Restructuring” -- Caishui [2009] No. 59 on 30 April
2009 (i.e., “Restructuring Rules”).

Domestic restructurings can be done free of enterprise income
tax provided the conditions imposed for ‘special tax treatment’
are satisfied. In the event of a cross border restructuring, there
are additional conditions to be met, including the condition that
there shall be no change in withholding tax rate and prohibition

to sell the shares acquired for the next three years post event.

The new circular is more stringent in its conditions than the
old circular in the case of cross border restructurings and
investors need to carefully examine their current holding
structures to see whether they meet the new conditions if they
plan a reorganisation. New investments should preferably
use the most tax efficient structure rather than having to face

a possible restructuring need later, given the new conditions.

VAT refunds on exports

The Chinese government has raised VAT rebates on a variety
of exports to help businesses struggling with the global economic
downturn, according to media reports. More than 600 products
have been designated as eligible for the higher export VAT
rebate, in some cases to the full VAT rate of 17%. The new
rebates reportedly range from 5% to 17%, and the effective date

was 1 June.

This is the seventh time since August 2008 that Beijing has
increased export tax rebates in reaction to the sharp drop in
demand for Chinese exports. China also reportedly increased
the tax rebate on exports of raw sugar to 15% from the previous
13%. China also has announced export tax rebates on hot
rolled steel; the new rate is 9%, effective 1 June, and is intended

to help reverse a plunge in steel exports.

Statute of limitations

In a SAT ruling issued on 15 June 2009, the SAT has now
clarified that the statute of limitations does not apply to tax
liability debts in the case of tax evasion, and refusal of tax
payment or fraud pursuant to Art. 52 of the Tax Collection Law
(TCL). In those situations, the SAT can impose and collect
unpaid taxes, fines and irregularly obtained tax refunds for an

indefinite period.

The SAT has also clarified that late filing of tax returns is subject
to the prescribed statute of limitations (3 or 5 years, depending

on the circumstances).

The information below is produced by Loyens & Loeff in Singapore and Tokyo. It is designed to alert those (interested in) doing business

in the Asian region to recent developments in the region. Such developments are discussed in brief terms and are based on generally

available information. The materials contained in this publication should not be regarded as a substitute for appropriate detailed professional

advice. The information below was assembled based on information available as at 30 June 2009.
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Venture capital companies tax incentives

® The SAT issued tax circular 87 on 30 April 2009 in which it
clarified the conditions for the 70% tax credit if a venture capital
company makes a profit on a sale of shares held by a qualifying
medium or small size high technology company. The latter
must be certified as a high tech company by the Ministry of
Science and the seller must have held the shares for at least

2 years.

Tax treatment of liquidation of a
Chinese company

® On 30 April 2009 the SAT also issued tax circular 60 clarifying
the tax liabilities arising as a result of liquidating a Chinese

company.

Hong Kong

Exchange of information

® The Hong Kong government has published in the Gazette on
26 June the legislative amendments to the Inland Revenue
Ordinance (Cap. 112) (IRO) to enable Hong Kong to adopt the
latest international standard for exchange of information (Eol)
in a comprehensive avoidance of double taxation agreement
(DTA). The Financial Secretary announced in his 2009-10
Budget that the Government would put forward legislative
proposals by the middle of this year to align Hong Kong'’s Eol

arrangements with the international standard.

A DTA would normally include an Eol article that provides for
the exchange of information necessary for the carrying out of
the agreement between the two contracting parties. The Eol
article currently adopted in Hong Kong’'s DTAs is based on the
1995 version of the Organisation for Economic Cooperation
and Development (OECD) Model Tax Convention. According
to this version, the Inland Revenue Department (IRD) may
refuse to collect and supply the information requested by
another contracting party if the department does not need it
for domestic tax purposes. Most economies have, however,
adopted the OECD 2004 version of the Eol article. This version

categorically states that the lack of domestic tax interest does
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not constitute a valid reason for refusing to collect and supply

the information requested by another contracting party.

Hong Kong currently cannot adopt the 2004 version of the Eol
article because under the IRO, the IRD cannot collect any tax
information unless it is for domestic tax purposes. This legal
constraint on IRD’s information gathering power has been a
major obstacle to Hong Kong DTA negotiations because most
economies have adopted the 2004 version of the Eol article.
This constraint has reduced the number of Hong Kong’s potential
DTA partners, and restricted the progress of negotiations. The
legislative proposal aims to amend the IRO to enable IRD to
collect and disclose taxpayer information requested by another
contracting party for the taxation of that party, even if IRD does

not need the information for domestic tax purposes.

The government has stated that “Despite our legal constraints,
Hong Kong has been very supportive of efforts by the international
community in promoting transparency in tax administration.
As early as in 2005, we openly endorsed OECD’s Principles
of Transparency and Effective Exchange of Information at
the OECD Global Forum on Taxation held in Melbourne. The
legislative proposal will give impetus to our effort to expand
our DTA network and reaffirm Hong Kong’s commitment to tax
transparency. In adopting the OECD 2004 version of the Eol
article in our DTAs, we will adopt prudent safeguards at different
levels to protect individuals’ right to privacy and confidentiality

of the information exchanged”, a government spokesman said.

The bill has been introduced into the Legislative Council on
8 July 2009.

India

Services PE

® On 23 April 2009, the Advance Ruling Authority ruled that a

company with multiple contracts to provide services in India
must aggregate the time periods of its presence there for each
contract when computing the threshold for a services permanent
establishment, and the royalty income from the contracts cannot
be attributed in part to work performed outside India to shield

it from taxation in India.



Withholding tax on payments to
non-residents

It was reported that India has introduced changes to the
documentation and procedural rules for withholding tax on
payments to non-residents. Rule 37BB has been added to the

Income Tax Rules, 1962, and will enter into force on 1 July.

Section 195 of India’s Income Tax Act, 1961 requires the payer
of any income (except dividends and salary) to a non-resident
to withhold tax at specified applicable rates. The current
documentation rules require the remitter to execute the prescribed
paperwork and to provide a certificate from an independent

accountant certifying the rate of tax as applicable .

The Finance Act 2008 amended section 195 to authorize the
Central Board of Direct Taxes to prescribe reporting procedures
regarding payments made to non-residents. Rule 37BB has
been introduced in accordance with that amendment. Its

provisions are described in more detail below.

The payer of the income to the non-resident must complete
Form 15CA, which is substantially the same as the current
documentation. It requires the disclosure of the nature of income,
whether tax is borne by the payer, the rate of withholding, the
details of any applicable tax treaty and detailed reasons or

basis if no withholding tax is required.

The payer, together with Form 15CA, must provide affirmation
that any unpaid tax later found to be due will be paid by the
payer with interest; that the payer will be subject to penalty
provisions for that default; and that all underlying documents
will be submitted at the tax authorities’ request. Form 15CA
must be signed by a person who is qualified to sign the payer’s
income tax return. The certificate from an independent
accountant shall be submitted in Form 15CB. This form, which
also is substantially the same as the current documentation,
requires a certificate attesting that (1) the underlying documents
have been verified to ascertain the tax liability; (2) the nature
of the remittance has been stated and verified; (3) the rate of
withholding tax is correct; (4) the relevant provisions of a tax
treaty, if applicable, have been identified; and (5) in the case of
business profits, a determination has been made as to whether

the non-resident recipient of the income has a permanent
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establishment in India, and details of the withholding tax order,

if any, obtained from the tax authorities, have been provided.

Form 15CA must first be submitted electronically. Thereafter,
a hard copy of the form must be signed and submitted, together
with Form 15CB, to the bank through which the remittance is
being made to the non-resident. The format of the electronic
filing and the relevant security standards will be announced

separately.

The new process may result in additional time lags, at least in
the initial months, before a remittance can be made to a non-
resident. This should be factored into any cash flow timing plans.
It is unclear whether the new procedure will also apply to
remittances to non-resident foreign institutional investors from
sales of Indian securities because ITA section 196D clearly

provides that capital gains will not be subject to withholding tax.

It should be noted that the non-resident foreign institutional
investor itself must file the Indian tax return and pay the tax due

in a timely manner.

Beneficial ownership

It was reported by PWC in India that the Bangalore Tribunal
decided in the case of Amco Power Systems Ltd on the point
of ‘beneficial ownership’. The Tribunal held that the board of
directors of a wholly owned subsidiary can be considered to be
effectively controlled by its parent company and, therefore, the
parent company would be beneficial owner of its wholly owned
subsidiaries and step-down subsidiaries under section 79 of
the Income-tax Act, 1961.

Permanent Establishment

In connection with a question about permanent establishments
as a result of carrying out multiple projects in India at the same
time, an interesting decision was reported in India. The Advance
Ruling Authority in New Delhi on 17 June 2009 has decided in
the case of Hyundai Heavy Industries Co. Ltd. that for determining
a permanent establishment (‘PE’), the provisions of Article
5(3)would override the provisions contained in Articles 5(1)
and 5(2), as the provisions of Article 5(3) are more specific than
those of Articles 5(1) and 5(2), of the India-South Korean double



taxation avoidance agreement. The Tribunal also held that
merely because the foreign contractor had a project office in
India, it could not be considered as having a PE through a fixed

place of business.

Indonesia

Indonesia introduces New Capital Gains
Tax Rule

It was reported on 7 May 2009 that Indonesia’s Minister of
Finance issued a decree (82/PMK.03/2009) setting the deemed
taxable gain derived from the disposal of certain types of assets
at 25% of the transaction value, which effectively subjects
non-resident sellers to a final tax of 5% (the 20% capital gains
tax rate times 25%) based on the transaction. The regulation

entered into force on 22 April.

The 25% rate applies to assets located in Indonesia valued
at more than $1,000, including jewellery, diamonds, gold, luxury
watches, antique goods, paintings, cars, motorcycles, cruise

vessels and light aircraft.

The tax is based on a deemed gain; thus, the tax is payable
regardless of whether a gain is actually realized. The regulation
does not apply if an applicable tax treaty gives the seller’'s

resident country an exclusive right of taxation.

Tax is to be withheld by the purchaser of the assets if the
purchaser is tax resident in Indonesia. The tax must be remitted
to the State Treasury by the 10th day of the month following
the month in which the disposal takes place. A specific report
must be filed with the director general of taxation by the 20th
day of the month following the month in which the disposal

takes place.

Beneficial ownership

It was reported that in a recent case ruled by the Tax Court,
the court has decided that a tax treaty cannot be applied
because it was unconvinced that the recipient was the ‘beneficial

owner’ and because it considered the recipient to be a ‘conduit’.

LOYENS & LOEFF  Asia Newsletter — Summer 2009

The current tax circular on beneficial ownership no longer
specifically excludes ‘conduits’, but apparently the courts consider
conduits not to be ‘beneficial owners’ for tax treaty purposes.
This decision confirms a trend which we are observing in
Indonesia, where the tax authority is denying tax treaty benefits.
Proper planning should be considered to strengthen the beneficial

ownership.
Shariah compliant finance

® The Director General of Taxation has clarified in Government
Regulation 25/2009 that Islamic finance will be treated no

different from conventional finance for Indonesian tax purposes.

Japan

Increase of Tax Credit for R&D

® Currently, Japan already incentivizes Japanese corporations to
invest in R&D. A tax credit system exists whereby taxpayers
can -under conditions- credit a certain amount of R&D expenses
against their corporation tax due. Distinction is made between
‘ordinary’ R&D and ‘special’ R&D. The current credit is limited
to 20% of the taxable amount of a taxpayer. Excess credits
can be carried over for one year. Recently, the Japanese Diet
passed legislation increasing the 20% limit to 30%. In addition,
the carry over period for excess credits realized in the tax years
2009 and 2010 will be extended to 2012.

TMK rules relaxed

® As part of the fiscal stimulus package, the rules relating to so-
called TMKs are relaxed. TMKs are vehicles used to acquire
and securitize real estate and distressed debts. One of the
main tax characteristics of the TMK regime is that dividends
are tax deductible provided that certain conditions are met.
Under the new rules, 90% of the distributable profit instead of
90% of the taxable income of the TMK is taken into account
in respect of the dividend distribution requirement. Another
favorable amendment is that under conditions a TMK can also
qualify as a Qualified Institutional Investor (Qll) if all bonds

issued by the TMK are issued to a Qll.



International Tax Developments

Switzerland: it is contemplated that the 1971 tax treaty
between Japan and Switzerland will be amended by means
of a protocol to be added to the current tax treaty. The main
changes are expected to be the abolition of withholding tax
on dividends and royalties provided that certain conditions

are met.

Czech Republic: as per 1 June 2009, the social security treaty
between Japan and the Czech Republic (generally) entered

into force.

Bermuda: Japan recently started negotiations on an income
tax treaty with Bermuda mainly aimed to agree on mutual

administrative assistance in tax matters.

Korea

Reduction of capital gains tax
® In an aim to fight the current distressed property market,
a reduction of capital gains tax (CGT) on real property is
suggested. If the plans will be effectuated, the range of CGT
will be between 6% and 35%. Currently, the CGT rate for
individuals can be as high as 45% and even 60% in case the
seller does not use the real property as home or office. The
suggested amendments would also apply to the latter case.
Companies are subject to 52% CGT on such sales but will
also fall within the new suggested ranges. In addition, if
companies sell real property in order to repay existing debt,
the payment of CGT due on such sale can be postponed for

a maximum of 3 years.
National Governmental Bonds

® On 30 April 2009, the National Assembly passed the revisions
to the tax laws which had been announced by the Korean
government last February. Under Article 93-2 of the revised
Corporate Tax Law of Korea (the ‘CTL‘) and Article 119-2 of
the revised Personal Income Tax Law of Korea (the ‘PITL’),

interest income derived from the following bonds (the ‘Qualified
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Bonds’) and received by a non-resident of Korea or a foreign
company (the ‘Non-Residents’) without a permanent establish-
ment in Korea to which the relevant interest income is attributable
or with which the relevant interest income is effectively connected

will not be subject to Korean withholding tax:

® National Governmental Bond issued in accordance with
Article 3, paragraph 1 of the National Governmental Bond
Act;

® Monetary Stabilization Bond under the Bank of Korea

Monetary Stabilization Bond Act; and

® Bonds regulated under the Presidential Decree of the CTL
and PITL.

Capital gains received by Non-Residents arising from the
transfer of Qualified Bonds will also be exempt from Korean
withholding tax under the revised CTL and PITL.

The exemption will also apply to Qualified Bonds which are
acquired, owned, or transferred through foreign financial
institutions (the ‘Qualified Intermediary’) approved by the National

Tax Service of Korea.

In order to be eligible for this exemption, the Non-Residents or
the Qualified Intermediary should file an application for the
exemption with the relevant Korean tax office in Korea which

has jurisdiction over them.

The revised CTL and PITL are expected to be effective from
May, 2009 and the exemption will be applicable for the interest
income paid and capital gains earned after such effective date
of the revised CTL and the PITL.

International Tax Developments

Belgium: recently, the social security agreement between Belgium

and Korea entered into force.

Saudi Arabia: recently the tax treaty between Saudi Arabia
and Korea entered into force. Under the tax treaty, the maximum
withholding tax rate on dividends, interest and certain royalties
is 5%. In order to be able to apply the aforementioned rate

certain requirements need to be met.



Malaysia

Foreign ownership relaxations

In a dramatic move, the Malaysian government announced
on 30 June 2009 that the 30% bumiputra quota for IPO listings
will be abolished. IPO firms need only offer half of 25% public
spread to bumiputras. The 30% bumiputra quota for acquisition
of equity stakes, mergers and takeovers will be abolished, except
where sector specific limitations apply. Foreign Investment
Committee (FIC) approval will be needed only for property
transactions above RM 20 million and involving dilution of
bumiputra or government interest. The foreign ownership cap
for stockbrokers will be raised to 70% (was 49%). Full foreign
ownership of wholesale fund management businesses will be
allowed. For the retail segment this will be 70%. The foreign
equity limit in four key segments (i.e. Islamic banking, investment
banking, takaful, and insurance) will be raised from the current
49% to 70%. Foreign equity holdings in commercial banks

remain at 30%.

The threshold for the purchase of property in Malaysia has
been raised to RM 500,000 (was RM 250,000).

Companies involved in the service sector are no longer required
to have at least a 30% bumiputra shareholder. Companies
involved in the following sectors could fall under the liberalization:
computer and related services, health and social services,
tourism services, transport services, sporting and other
recreational services, business services, rental/leasing services

without operators, supporting and auxiliary transport services.

Labuan Holding Companies

Labuan Holding Companies (‘LHC’) incorporated under the
Offshore Companies Act 1990 (‘OCA’) that have international
and/or regional operations / businesses may, under certain
circumstances, open an operational and management office in
Kuala Lumpur. This was announced in a guideline issued by
the Labuan Offshore Financial Services Authority (‘LOFSA’)
29 May of this year.

It is required that the LHC carries on business with non-residents

of Malaysia and in non-ringgit except as permitted under the
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OCA and the Exchange Control Act 1953. Furthermore, the
LHC must make the irrevocable election to be taxed under the
Income Tax Act 1967.

Subject to LOFSA'’s approval, a LHC with an office in Kuala

Lumpur is allowed to

® hold investment in securities, stocks, shares, loans, deposits

or immoveable properties;

® provide management services to “related companies” within

Malaysia or non-related companies outside Malaysia;

® manage surplus funds and provide credit facilities to related

companies within the group; and

® perform trade or re-invoicing activities.

Labuan & OECD

On 3 April 2009, the LOFSA issued a statement to re-affirm its
commitment to the internationally agreed tax standards on the
exchange of information for tax purposes. Upon parliamentary
approval, Labuan’s law will be tightened with respect to the
exchange of information provisions which are brought in line
with OECD standards.

Philippines

VAT for non-stock, non-profit corporations

It has been decided in a VAT ruling that non-stock, non-profit
corporations are subject to 12% VAT. Even though a non-stock,
non-profit corporation is exempt from income tax, this exemption

does not extend to indirect taxes.

Declaration of dividends

The Philippines Securities and Exchange Commission (‘SEC’)
issued a circular in which it explained that all cash dividends
declared by corporations must have a record date of not less
than 10 and not more than 30 days from the declaration.
However, companies that are obliged to pay dividends may

have a single declaration for several cash dividends within



one year subject to the condition that the record and payment

dates are explicitly provided.

SEC Licence for foreign consultancy firms

Based on a SEC opinion dated 17 April 2009, foreign corporations
that appoint representatives domiciled in the Philippines or
who stay in the Philippines for more than 180 days during a
calendar year are ‘engaged in a business’ for which a SEC
licence is required. In addition, it should be noted that all foreign
consultancy firms engaged in government projects require a
SEC licence.

Singapore

Family-owned investment holding company
(“FIHC”)

To make Singapore a more attractive location for overseas
families and individuals holding investments, the FIHC was
introduced by the Singapore government last year. A qualifying
FIHC shall be exempted from tax on (i) specified Singapore-
sourced investment income accrued or derived on or after 1
April 2008; and (ii) foreign-sourced income received in Singapore
on or after 1 April 2008, to the extent that such income would
have been exempted from tax if derived or received directly by

an individual.

The FIHC enables the holding company to use sub-holding
companies in other non-taxed jurisdictions without suffering
any adverse consequences in Singapore. It could for instance
have a sub-holding company in the Netherlands and use the
favourable tax treaty network of the Netherlands for lowering
overseas withholding tax and capital gains tax exposures in the

investee countries.

We were recently informed by the Inland Revenue Authority
of Singapore (“IRAS”) that where a qualifying FIHC under the
FIHC scheme seeks to apply for a certificate of residence (COR)
in Singapore, the IRAS considers it to meet the following
conditions in order to receive a COR: (a) control and management

of the FIHC is exercised in Singapore, (b) all the shareholders
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of the FIHC are residents in Singapore, and (c) the FIHC is
incorporated in Singapore. We are currently investigating how

strict these rules are applied by the IRAS.

Public consultation on proposed changes to
the income tax law

® Singapore’s Ministry of Finance has announced a public

consultation on proposed changes to the income tax law. The
proposed amendments to the Income Tax Act (‘ITA’) are
principally to cater for the tax changes announced in the Budget

2009 which can be summarized as follows:

® a cut in the corporate income tax rate from 18% to 17% with
effect from Year of Assessment (‘'YA’) 2010;

® an accelerated capital allowance for plant and machinery in
the basis periods for YA 2010 and 2011;

® an enhanced loss carry back in the basis periods for YA 2009
and YA 2010;

® a tax exemption on all foreign-sourced income that is remitted
into Singapore during the period of 22 January 2009 to 21
January 2010 (both dates inclusive);

® a new tax framework for facilitating corporate amalgamations

taking place on or after 22 January 2009; and

® enhancements to incentives for promoting fund management
in Singapore, for the period of 1 April 2009 to 31 March 2014

(both dates inclusive).

In addition to the tax changes announced in the Budget 2009,
the amendments also provide for refinements to existing tax
policies and tax administration such as a provision to disregard,
for tax purposes, certain gains and losses arising from the
disposal of real properties and a provision for the ‘arm’s length

principle’ with regard to transactions between related parties.

Public consultation on Singapore’s
tax treaty network

® Singapore’s Ministry of Finance has invited the public to

comment on how existing tax treaties (currently Singapore has
60 comprehensive tax treaties and 7 limited tax treaties in

force) can be improved and how new ones can be concluded.



Fund management

In the 2009 Budget Statement, the Minister for Finance introduced
a new Goods and Services (“GST”) remission for prescribed
funds managed by prescribed fund managers in Singapore.
On 3 April 2009, the Monetary Authority of Singapore (“MAS”)

issued a circular, which provided details of the GST remission.

Changes to the Fund Management Tax Incentive Schemes:

() Introduction of an Enhanced-Tier Fund Tax Incentive

Scheme;

(I Expansion of the ‘Designated Investments’ and ‘Specified

Income’ Lists; and

(Il - Extension/Introduction of a Sunset Clause to the Existing

Fund Vehicle Tax Exemption.

In the 2009 Budget Statement, the Minister for Finance introduced
a new Enhanced-Tier Fund Tax Incentive Scheme, and made
several changes to existing fund management tax incentive
schemes. On 30 April 2009, the MAS issued a circular, which

provided details of the changes.

Active Exchange of information

On 29 June 2009, the Singaporean government issued draft
Income Tax (Amendment) (Exchange of Information) Bill which
proposes amendments to the domestic tax legislation, so as
to allow Singapore to enter into tax treaties that incorporate
the OECD'’s internationally agreed standard on the exchange

of information (EOI) for tax purposes (the Standard).

As in the case of Hong Kong, the Inland Revenue Authority
of Singapore (IRAS) can exchange information, including
information held by a bank or trust company with a treaty partner
only if a domestic tax interest exists. The bill proposes that the
exchange of information under the Standard will not be limited
to whether the information request relates to a Singapore

tax matter.

Singapore’s existing confidentiality provisions can be lifted
to provide mutual legal assistance pertaining to prescribed

foreign offences, subject to the Court’s approval in Singapore.
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Currently, IRAS can also obtain such information in its
investigation of domestic tax offences. The income tax legislation
will be amended to allow IRAS to request for information
held by a bank or trust company regardless of whether there
is a domestic tax interest. Corresponding changes will be made
to enable IRAS’ powers with regard to domestic tax matters
to be no less in scope than what the law will provide with

regard to foreign requests for information.

Amendments will be made for Singapore to share information
pertaining to taxes other than income tax, i.e. Goods and Services

Tax, Stamp Duties, and Property Tax with foreign jurisdictions.

® The Standard allows the requested jurisdiction to reject requests
that are frivolous in nature or “fishing expeditions”. To allow
IRAS to process the request without delay, documentary require-
ments should be met in a request for information under treaties
which incorporate the Standard. Where a foreign jurisdiction
makes a request under a treaty which incorporates the Standard
for information held by a bank or trust company, IRAS will, upon
authorization from the Attorney General, make an application
to the High Court to require the bank or trust company to release
the information to IRAS.

The closing date for public submissions is 28 July 2009.

Taiwan

Income Tax Law and Tax Collection
Law changes

® The proposed cut in tax rates by the Taiwanese government
on 5 March has been approved by the Taiwanese parliament.
As a result, as of January 2010, the corporate income tax rate
will be reduced to 20% and the three lowest brackets of the

personal income tax will be reduced to 5%, 12%, and 20%.

® Also, an amendment was introduced to extend the period

for loss carry forward to ten years instead of five.

® The Taiwanese parliament approved earlier this year a unified

tax treatment of income derived from financial commodity



investments for individuals. Under the current regime, the tax
treatment differs from a 6% tax to a 20% final withholding
tax, or consolidation with other income which is taxed at the
progressive income tax rates. The tax treatment depends on
the type of financial commodity. As of January 1, 2010, a single,
final withholding tax of 10% will apply to income from all kind
of financial commodities except for investment-type insurance

policies and bonds transactions.

Companies will be exempt from filing an estimated tax return

if they pay 50% of their business tax liability from the year before.

Thailand

Credit measures for small and
medium sized enterprises

On 28 April 2009, the Thai parliament approved a credit measure
for small and medium sized enterprises (“SME’s”) whereby the
Small Business Credit Guarantee Corporation is allowed to
increase its capital for the purpose of guaranteeing loans to
SME’s by financial institutions. The loan must be used by the
SME to pay its Thai corporate income tax. Also, the SME must
be subject to corporate tax for the year 2009, should not have
a corporate income tax debt and should have an operating

business for at least 3 years.
Bad debt write-offs
It was announced in a Ministerial Notification that it is allowed
for 2009 to write off bad debt without the normal litigation

procedure provided that the writing off of the debt is under a

debt restructuring done in 2009.

Vietham

PIT exemption

® On 19 June 2009, the Vietnamese Parliament approved the

exemption of Personal Income Tax on certain types of income
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for the first six months of 2009. Tax residents are exempt on
income from business and employment. Furthermore, both
tax residents and non-tax residents are exempted on income
from capital investments, capital transfers, interest, royalties
and franchising which exemption is extended until 31 December
2009.

Introduction Economic Stimulus Package

The government introduced the following measures to stimulate

the Vietnamese economy:

® A 30% corporate income tax reduction for the 4th quarter of
2008 will apply for certain types of income, such as income
from activities in manufacturing fiber, weaving, dyeing, sewing

and the manufacturing of footwear;

® From 1 May 2009 to 31 December 2009 the VAT rate will

be reduced with 50% for certain type of goods; and

® The VAT deadline will be extended for 180 days for machinery,
equipment, replacement accessories and specialized means
of transportation within technological production lines which
are not domestically produced and imported for the purpose

of forming the fixed assets of the enterprise.

Implementing Decrees for Enterprise Income
Tax Law and VAT Law

Recently Vietnam issued Decrees for the newly introduced
Enterprise Income Tax Law (“EIT”) and the VAT Law which
took effect as of 1 January 2009. A further clarification is given
on certain aspects. A summary of the most important clarifications

/changes are set out below.

® Advertising, marketing, promotion, brokerage commissions
and reception expenses are not fully deductible but are

subject to a cap of 10%;

® Except for the real estate business, losses of a company
incurred for any kind of business activities may be offset

against taxable income from any other business activity;

® Payments for the following off-shore services are not subject
to Vietnamese EIT or VAT: repair of means of transport,
machinery, or equipment; advertising or promotion; investment

and trade promotion;



® Services provided to overseas organizations or individuals
are subject to the 0% VAT rate;

® |Input VAT incurred for fixed assets used for both taxable

supplies and non-taxable supplies is fully deductible;

® |nput VAT incurred for the search, exploration, and development

of oil and gas fields is fully deductible; and

® To be eligible for input VAT, payments for purchases of

more than VND 20 million should be made via a bank.

Foreign ownership

® On 15 April 2009, the Prime Minister increased the cap for

foreign shareholders to obtain an interest in a Viethamese

public company from 30% to 49% (unless legal provisions in
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a specific industry provide otherwise). The new measure will
take effect as of 1 June 2009.

International Tax Developments

® Japan. On 18 April 2009, Vietnam ratified the free trade

agreement with Japan which will take effect in July 2009.

® UAE. On April 26, 2009, the United Arab Emirates ratified the
income tax treaty with Vietnam. On 10 June 2009, Vietnam

ratified the treaty.

Hong Kong'’s order to implement the income tax treaty and
protocol between Hong Kong and Vietnam, signed on 16
December 2008, was published in the Hong Kong Gazette
on 30 April 2009.
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