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Editor’s welcome
Welcome to the first International Tax Bulletin for 2020, bringing together 
topical articles from our Kreston member firms around the world. 

Through these publications we hope to raise awareness of both tax risks 
and opportunities to help you achieve your global ambitions. 

If you feel Kreston can be of assistance to you, please don’t 
hesitate to contact myself, the article contributor or Kreston Head 
Office. I hope you enjoy!

MARK TAYLOR
Editor 
Head of Tax Advisory Services, 
Duncan & Toplis 
mark.taylor@duntop.co.uk
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Chinese tax regulations that you 
should pay attention to…

CHINA

To boost the development of industry and regulate 
the market, the Chinese government recently issued 
many new policies regarding VAT, vehicle purchase 
tax and export of medical supplies. Here, we outline 
some of the key changes.

VAT on second-hand vehicles
The State Administration of Taxation issued Public 
Circular for Issues Concerning VAT Collection and 
Administration in Respect of Second-Hand Vehicles 
(SAT CIRCULAR [2020] No. 9). Effective from 
1 May 2020 to 31 December 2023, a taxpayer 
dealing in second-hand vehicles will be subject to 
the following regulations when selling on second-
hand vehicles: 

• Pay VAT at a reduced rate of 0.5%, based on the 
sales income calculated by the following formula: 

Sales income = Sales income (VAT inclusive) / 
(1 + 0.5%)

• The taxpayer shall issue a unified invoice for 
second-hand vehicles

• If the buyer requires a VAT invoice, this will be 
issued at 0.5%.

Change from a general VAT payer to a 
small VAT payer 
According to the above Public Circular (SAT 
CIRCULAR [2020] No. 9), until 31 December 
2020, a registered general taxpayer may elect to 
re-register as a small taxpayer, on condition that 
aggregate sales do not exceed RMB 5 million 
during the consecutive 12 months (where 1 month 
is taken as a tax period), or four quarters (where 

one quarter is taken as a tax period), before the 
re-registration.

Vehicle purchase tax
To support the development of the new-energy 
automobile industry and promote automobile 
consumption, the Ministry of Finance, State 
Administration of Taxation, and Ministry of Industry 
and Information Technology jointly issued the 
Circular on Exemption of Vehicle Purchase Tax 
from New Energy Automobiles (MOF CIRCULAR 
[2020] No. 21). Effective from 1 January 2021 to 
31 December 2022, vehicle purchase tax will be 
exempt from:

• Pure electric vehicles

• Plug-in hybrid (including range extended models) 
vehicles 

• Fuel-cell vehicles. 

Export of medical supplies
Amid the global COVID-19 pandemic, the Ministry 
of Commerce, General Administration of Customs, 
and State Administration for Market Regulation jointly 
issued the Circular on Further Strengthening Quality 
Control over Export Epidemic Prevention Materials 
(MOF, GAC, SAMR JOINT CIRCULAR [2020] 
No. 12) to support the international community’s 
joint response to the global public health crisis. 

• Quality control over the export of non-
surgical masks is to be strengthened:

 – Starting from 26 April, exported 
non-surgical masks should meet 
Chinese or foreign quality 
standards.



 – The Ministry of Commerce has ratified the List 
of Non-Medical Mask Manufacturers Certified 
or Registered by Foreign Standards (Dynamic 
update of the website of China Pharmaceutical 
and Health Products Importers and Exporters 
Association; www.cccmhpie.org.cn).

• The export of medical supplies will be further 
regulated:

 – Starting from 26 April, exporters who have 
obtained foreign standard certification or 
registration for their products such as COVID-19 
virus detection reagents, medical masks, 
medical protective clothing, respirators and 
infrared thermometers, must submit electronic 
or written statements at the time of declaration 
promising that the products meet the quality 
standards and safety requirements of the 
importing country (region), and Customs will 
verify and release the cargo in accordance 
with the List of Manufacturers Certified 
or Registered by Foreign Standards 
(Dynamic update of the website 
of China Pharmaceutical and 
Health Products Importers and 
Exporters Association;  
www.cccmhpie.org.cn).

Chinese tax regulations that you 
should pay attention to… continued

http://www.cccmhpie.org.cn
http://www.cccmhpie.org.cn
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from closure of business operations overseas 
(certain restrictions apply)

• Corporate tax benefits for lessors in FY 2020, in
cases where 50% rent discounts were voluntarily
granted to qualifying small businesses from
January to June 2020

• Tax exemption for SMEs operating in ‘special
disaster areas’ (i.e. those designated by the
Korean government as ‘hot spots’, such as
Daegu city)

• Increase in the tax-deductible limit on entertainment
expenses aimed at sales growth (certain
exceptions apply). Limitations on the increases are
based on revenue, as shown in the table.

Limit on tax-deductible entertainment expenses
(% of sales revenue)

Revenue (KRW) Usual limit Increased limit for FY 2020 

<10 billion 0.3% 0.35%

10–50 billion 0.2% 0.25%

>50 billion 0.03% 0.06%

PHILIP WOO
Partner 
Daehyun Accounting Corporation

Not all industries will benefit from the recent 
measures passed by the Korean government to curb 
the effects of the COVID-19 pandemic. The relevant 
authorities in Korea agreed on a series of initiatives, 
including tax measures, that are confined to the 
following industries: 

• Tourism and catering
– Property tax exemption on accommodation

businesses

– Payment due date extensions on patent fees by
duty-free businesses

– Arrangements for tax payment instalments.

• Small and medium-sized enterprises (SMEs)
– Tax filing extensions and option to delay

payments up to 9 months

– Halt on tax collections

– Tax audit postponement (i.e., for national and
local tax)

– Application of sea transport costs instead of air
transport costs when determining the  customs
base for parts imported by air.

• Export companies in Daegu and Gyeongsan-si
areas, Cheongdo-gun and Bonghwa-gun
– Payment extensions on customs duties and

instalment payments on duty

– Expediting of customs duty refunds

– Customs audit postponement.

The Special Tax Limitation Law also provides the 
following revised incentives: 

• Income tax exemption for income derived from the
expansion of domestic business facilities arising

Korean tax measures triggered by 
COVID-19

KOREA



www.kreston.com International Tax Newsletter   June 2020

defined in the ACI for the distribution of 
hydrocarbon resources.

For subcontractors of the GTA project, the tax 
system established by the additional Act prevails 
over any other legislation – derogatory or 
common law. In other words, for the establishment, 
control, calculation and collection of the taxes and 
duties referred to, the subcontractors cannot oppose 
to the Joint Unit the provisions of any bilateral tax 
convention, even those already existing between any 
of the two states and a third state.

Legal framework for subcontracting 
activity and preliminary formalities
The quality of subcontractor applies to ‘any 
Mauritanian, Senegalese or foreign physical person 
or company’ who 

• supplies goods or services for oil operations and 
has declared its existence to the Joint Unit

• has an approval issued by the Unit, specifying 
its tax regime (real or flat rate, depending on 
the duration of their contract or on the turnover 
generated by the project).

The tax regime
Subcontractors of the GTA project are subject only to 
a tax on profits, a tax on wages and salaries and, if 
any, property taxes and duties on buildings used 
for residential purposes. They are exempt from 
all other duties and state taxes, including 
customs duties, VAT, withholdings on 
dividends (IRVM) or on deposit interests 
(IRCM), property tax, patents, or 
local economic contributions.

AICHA COURA SAMAKE
Legal & Tax Manager 
EXCO Afrique GHA Mauritanie

In February 2018, Senegal and Mauritania signed 
the Inter-states Cooperation Agreement (ICA) – a 
bilateral agreement for the joint development and 
exploitation of an oil field, the Grand Tortue/
Ahmeymin (GTA). This major gas field, discovered 
in 2016, has the unique advantage of being deep 
offshore while also straddling the maritime border 
between the two countries.

The political choice for a joint management of 
this resource also resulted, in December 2018, 
in the adoption of an additional Act to the ICA, 
defining the tax and customs regime applicable 
to subcontractors involved in the GTA project. The 
additional Act has three major features:

• It establishes an autonomous fiscal order (distinct 
from the two national tax administrations), which 
will govern ‘the activity of subcontractors involved 
in the development and exploitation of the GTA 
field’. This order has two structures:

 – A Joint Unit – the administrative entity 
responsible for ‘the management, calculation, 
control, litigation and collection of taxes and 
duties’ to be paid by the subcontractors

 – An Inter-states Tax Commission – comprising 
representatives of the two countries, and 
‘entrusted with missions of coordination, 
supervision and dispute settlement between 
taxpayers and the Joint Unit’.

• The additional Act establishes, de facto, a ‘pool’ 
of tax revenue for all subcontracting activities 
related to the GTA Project

 – Receipts will be shared by the two states, 
according to the key of distribution already 

The tax and customs regime applicable 
to subcontractors working in the Grand-
Tortue/Ahmeyim field (GTA)

SENEGAL & MAURITANIA
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Withholding tax in Poland:  
Problems with applying exemptions

POLAND

This article explores the requirements for making 
dividend and royalties payments in the total amount 
above PLN 2 million.

In accordance with the regulations applicable in 
Poland, withholding agents are required to exercise 
due diligence when verifying the possibility to 
apply an exemption or a preferential withholding 
tax (WHT) rate and to qualify the recipient of the 
amount due as the beneficial owner (including the 
requirement to carry on actual business activity).

Three approaches to avoid liability for failure to 
withhold the tax are outlined below.

Clearance opinion
The exemption may be applied if the clearance 
opinion of a tax office has been obtained. This is 
applicable only to the exemption for dividends, 
interest and royalties applied on the basis of EU 
Directives. The waiting time for the issuance of 
a clearance opinion is 6 months. It is valid for 
36 months.

An opinion will not be issued if there is a suspicion 
that the recipient of the amount due is not the 
beneficial owner thereof.

It is already difficult to file an application, and the 
applicant must still prove that there are actually 
grounds for not withholding the tax or withholding in 
a lower amount.

WHT refund
The withholding agent may withhold the tax and 
subsequently apply for it to be refunded. The waiting 
time is at least 6 months.

Such an application may be filed by the recipient 
(taxpayer) of the amount due or by the withholding 
agent paying out the amounts due, if the tax has 
been incurred by such entity.

The application should include a number of 
statements and information relating to the transaction, 
including: 

• Certificate of residence

• Documentation related to the payment

• Taxpayer’s statement that: 

 – the conditions for exemption from WHT have 
been met

 – it is the beneficial owner of the amounts due

 – it is liable to pay the tax

 – it carries on actual business activity in the 
country of the registered office with which the 
revenue obtained is connected

• Documentation of contractual arrangements on 
account of which the withholding agent has paid 
the tax from its own funds.

Simplified procedure
The withholding agent submits to a tax authority a 
statement, for which criminal liability is assumed, that 
it (i.e. the withholding agent) is in possession of 
documents required by the regulations of the tax 
law authorising it to apply preferential tax rules.

The statement should be submitted in 
electronic form at the latest on the 
payment day and is valid for 
subsequent payments up to the 
end of the second month. 



High penalties are envisaged for submission of a 
false statement, on account of criminal and fiscal 
liability as well as a tax sanction amounting to 10% 
of the taxable income.

Consequences
As a result of implementing these regulations, 
taxpayers are afraid to apply exemptions from 
WHT because of documentation requirements and 
liability for failure to withhold the tax. It is becoming 
increasingly common to apply for clearance 
opinion, but the procedure is so complicated that 
the authorities often refuse to issue one. So, it is 
essential to take care of all details and to have an 
experienced tax adviser.

In practice, it has become problematic to e.g. pay 
out dividend to a holding company that does not 
have to satisfy the features typical for the activity 
actually carried out. In a situation where dividend 
is not forwarded further, it is sufficient that the 
company has a corporate legal structure and 
draws up its own balance sheet.

Withholding tax in Poland:  
Problems with applying exemptions continued



www.kreston.com International Tax Newsletter   June 2020

MEERA RAJAH, Partner  
NIGEL WATERFIELD, VAT Manager
James Cowper Kreston

UNITED KINGDOM

Brexit
The UK government agreed a fixed transitional 
period after Parliament formally agreed to leave the 
European Union in January 2020. The 11-month 
transitional period lasts until 31 December 2020, 
during which the UK remains within the customs 
and VAT territory of the EU and abides by EU rules 
and regulations. Virtually nothing will change for UK 
businesses or the public during transition.

There is a small window of opportunity ending on 
1 July 2020 for an extension to the transitional 
period, if both sides agree, for either 1 or 2 years.

Talks have only just started between the UK and the 
EU to construct a trade deal, which will come into 
being on 1 January 2021, before the outbreak of 
COVID-19. The agreement is planned to cover every 
relationship between the two sides including trade, 
security, fishing and the movement of people. If 
no agreement is signed by 31 December, the UK 
will leave the EU without a trade deal and trade 
will be based on the principles of the World Trade 
Organization.

The UK government has already made two 
significant announcements:

• Postponed accounting will be introduced in the 
UK from 1 January 2021 for all imports, not just 
those from the EU. This will greatly benefit the 
cashflow of importers because import VAT will not 
have to be paid or deferred, but rather accounted 
for on the next VAT return after the goods are 
imported. For most businesses the payment of the 
import VAT will equal the input tax recovery on the 
same VAT return, a system already in use in most 
EU countries.

Can UK VAT cope with COVID-19 
and Brexit?

• A UK Global Tariff consultation has taken 
place with business. The consultation will 
help the UK government design a permanent 
new tariff and decide whether it is feasible to 
simplify administrative arrangements for import 
documentation. 

Indirect tax arrangements during the 
COVID-19 pandemic
The UK government has introduced a number of 
measures for businesses to reduce the burden of 
indirect tax payments during the pandemic.

It has automatically suspended payment of 
one current quarterly VAT return until 31 March 
2021. No application is required. No interest or 
penalty or default will be incurred. So far, there is 
no indication whether this scheme will be extended 
to a second VAT return period. The scheme applies 
to all VAT-registered businesses, including overseas 
businesses without a UK establishment. The scheme 
does not apply to VAT Mini-One-Stop-Shop (MOSS) 
return payment for sales of digital b2c services to 
consumers in the EU.

HMRC will also accept requests for a ‘time to pay’ 
arrangement for previous VAT debts, excise duty, 
import VAT and customs duty. Each request will 
be considered individually on its own merit, so 
applicants must demonstrate to HMRC how the 
pandemic has affected their finances and 
cashflow.
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Dutch COVID-19 tax measures – 
Status as of 1 May 2020

THE NETHERLANDS

In the wake of the COVID-19 virus, the Dutch 
government has adopted several tax measures 
to improve the liquidity of Dutch taxpayers. This 
includes an extension on payment of taxes, and 
lowering the tax/collection interest to 0.01%. 

Here, I outline two measures of significance to Dutch 
subsidiaries of foreign-parented groups:

• NOW (Tijdelijke noodmaatregel overbrugging 
voor werkbehoud); Temporary Aid Scheme to 
Maintain Employment – a compensation for Dutch 
labour costs.

• Deferral of payment for self-assessment taxes 
such as payroll taxes and value added tax.

NOW aid
NOW assistance requires the following conditions to 
be met:

• Dutch companies with a loss in turnover of at 
least 20%. If the Dutch legal entity is part of a 
group, this loss is estimated based on the Dutch 
group’s 2019 turnover on a pro rata basis. 
When calculating the loss of turnover all Dutch 
legal entities and companies of the group, plus 
all foreign entities and companies are included in 
this calculation, provided they are covered by the 
Dutch national insurance scheme.

• The compensation amounts to a maximum of 
90% of the wage cost. No NOW aid is given 
in respect of gross monthly wages in excess of 
€9,538.

• Employers must continue to pay 100% of the 
wages to their employees.

• The compensation initially applies for a period of 
3 months, but can be extended once for another 
3 months.

• The scheme applies to both permanent employees 
and employees with a flexible contract.

• On the basis of the application, the Dutch 
government provides an advance payment of at 
least 80% of the amount. Afterwards, the actual 
loss of turnover is to be determined.

• A Dutch or IBAN bank account number within the 
Single Euro Payments Area (“SEPA”) is required. 
If the Dutch subsidiary does not have a bank 
account with an an IBAN number, it receives a 
grace period of 4 weeks after submission of the 
NOW form to provide one.

Deferral of payment of self-assessment 
taxes
A request for deferral of payment of payroll tax for 
a period of 3 months can be filed online. After the 
payroll tax return has been filed in a timely fashion, 
payments are due on the last day of the month 
following the filing deadline of this return. If the 
Dutch subsidiary has delinquent payroll debts, it will 
receive an additional assessment. It is only possible 
to request deferral of payment online after receiving 
this additional tax assessment.

According to the Dutch tax administration, three 
steps must be followed:

• Step 1: The tax return must be filed 
before the ultimate return date. The 
taxes payable do not need to be 
paid.



• Step 2: About 3 weeks after the ultimate date 
of return, an additional tax assessment will be 
imposed. 

• Step 3: Once the Dutch tax administration has 
received the request for deferral for payment, 
collection measures will stop automatically and 
possible default penalties will be remitted. The tax 
administration will send a written confirmation of 
receipt after the request for deferral of payment 
has been made. Some delay is expected in 
this, however.

Note that a request for deferral of payment for 
any period longer than 3 months cannot be filed 
online. If the tax debt is less than €20,000, the 
request for a longer extension must be accompanied 
by documentary evidence that the (expected) 
turnover or orders/reservations have decreased 
significantly in comparison to previous months. For 
higher tax debts, a third-party expert statement is 
required.

Conclusion
It is worth filing an application for the 
NOW aid programme as soon as 
possible, as funds are limited. 
Taxpayers should follow the 
steps outlined above to 
obtain deferral of payment 
for payroll taxes and 
value added tax.

Dutch COVID-19 tax measures – 
Status as of 1 May 2020 continued
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Implementation of the OECD’s Action Plan on Base 
Erosion And Profit Shifting requires Belgium to modify 
its national legislation and its double tax treaties. 
Treaty modifications are included in the multilateral 
instrument (MLI) developed by the OECD to facilitate 
the incorporation of BEPS measures into existing 
double tax treaties.

As mentioned in last year’s international tax 
newsletter, Belgium signed the MLI, which was 
adopted by  federal parliament on 21 March 2019. 
Once ratified by all Belgian parliaments, the MLI 
entered into force in Belgium as of 1 October 2019. 
However, the special provisions of the MLI will only 
have started to take effect from 1 January 2020 at 
the earliest. 

The MLI will impact most of the treaties that have 
been concluded (including with China, France, 
Luxembourg, Russia and the UK). However, some 
treaties were omitted because a bilateral approach 
seems preferable (e.g. for Germany, Norway and 
Switzerland) or because recent modifications had 
already implemented some BEPS-inspired measures.

In addition to these minimum standards, Belgium 
chose to apply some optional provisions, such as 
those relating to:

• Transparent entities

• Dividend income

• Countering avoidance of qualifying as a 
permanent establishment

• Downward adjustments of profits in a transfer 
pricing context. 

IVO CLAEYS
Tax Partner 
Kreston MDS

Ratification of the multilateral 
instrument in Belgium

BELGIUM

Some MLI provisions, including those concerning 
dual residence and the avoidance of double 
non-taxation, will not be applicable as a result of 
reservations made. 

Given the above-mentioned choices, Belgium’s 
implementation of the MLI is fairly ambitious. 
However, the concrete impact of the MLI in cross-
border situations will also be influenced by other 
treaty parties, who may be less zealous about 
implementing the MLI.

Given the above-mentioned choices, 
Belgium’s implementation of the 
MLI is fairly ambitious. However, 
the concrete impact of the MLI in 
cross-border situations will also be 
influenced by other treaty parties, 
who may be less zealous about 
implementing the MLI
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The tax response to the coronavirus 
crisis

UNITED KINGDOM

Governments around the world have taken 
extraordinary steps to limit the adverse economic 
effects of the coronavirus pandemic. Public finances 
have been depleted and it is evident that the 
recovery from the crisis will take time, not least as 
lockdown and containment measures are likely to be 
relaxed gradually. Governments will, therefore, need 
to carefully balance the need for further support and 
incentivisation with the need to raise revenue. 

In a report on how tax policy can aid governments 
in dealing with the COVID-19 crisis,1 the OECD 
has identified four broad policy phases, as set out 
below. 

Phase 1: Initial response
During phase 1, the tax system needs to provide 
liquidity and income support to limit the impact of the 
economic shock. Countries around the globe have 
implemented measures including:

• Extending tax filing deadlines

• Deferring tax payments

• Accelerating tax refunds

• Improving loss offset provisions

• Providing targeted reliefs and exemptions

• Offering short-time working or wage subsidy 
schemes.

Many have found that providing the support and 
appropriately targeting it can be administratively 
challenging.

Phase 2: Containment and mitigation
The second phase should focus on ‘fine-tuning’ 
the measures already introduced and possibly 

expanding the policies implemented. The aim should 
be to continue to provide liquidity and income 
support while maintaining the ability for an economic 
rebound. There will be an increasing focus on 
preserving solvency the longer the lockdowns and 
containment measures remain in place. Reliefs should 
be targeted at those segments where support is most 
required, such as small and medium-sized businesses 
or the tourism industry. 

Tax compliance may decline during a crisis, and 
care should be taken to manage this risk through the 
design of the policies that are introduced. 

Phase 3: Recovery
Phase 3 requires governments to incentivise 
consumption and investment to rebuild confidence. 
The withdrawal of previous short-term support 
measures should be gradual and must be managed 
extremely carefully. Any changes must reflect the 
differences in how certain segments of households 
and businesses have been impacted. There will be 
no ‘one size fits all’ solution. The OECD stresses 
that coordination across countries could make any 
stimulus measures more effective.

Phase 4: Restoring public finances
The best way to raise tax revenues is to get the 
economy growing. While restoring public 
finances, broader policy objectives should also 
be considered, such as decarbonisation or 
ensuring a tax system that can provide 
universal healthcare. New tax measures, 
and/or revisiting old ones (e.g. 
solidarity levies), could form part 
of the response. Consideration 



should also be given to the ongoing tax reform of 
the digital economy (BEPS Pillar 1) and ensuring 
that multinational enterprises pay a minimum level 
of tax (BEPS Pillar 2). Once again, international 
cooperation will be key and the pandemic may 
provide renewed impetus.

In summary, the OECD believes that an 
appropriately tailored government tax policy can 
significantly aid recovery from the COVID-19 crisis, 
but the design and timing will be critical.

Tax and Fiscal Policy in Response to the Coronavirus Crisis: Strengthening 
Confidence and Resilience, 15 April 2020. Available here.

The tax response to the coronavirus 
crisis continued

https://www.oecd.org/tax/tax-policy/tax-and-fiscal-policy-in-response-to-the-coronavirus-crisis-strengthening-confidence-and-resilience.htm
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Faced with the global COVID-19 pandemic, the 
Romanian government has issued several decisions 
to protect and help the business environment – 
although these have failed to meet expectations.

The most representative business organisations in 
Romania have joined in calling upon the government 
for a €30 billion plan (15% of the GDP) to contain 
the consequences of the pandemic crisis. Their 
message emphasises the suspension of EU rules 
regarding the deficits and the advantage Romania 
has with an indebtedness ratio of around 35% of 
the GDP, far from the EU average. The business 
environment therefore calls for an increase of public 
investments, cash injections, state guarantees for 
companies, and population and high digitalisation 
of the public institutions. 

The government’s response has been rather cautious, 
with most of its actions taken simply to protect 
employees whose labour contracts have been 
suspended. The actions taken until 7 April (20 days 
after the state of emergency was declared) are: 

• Large taxpayers paying corporate income tax for 
the first quarter of 2020 in due term (25 April) will 
be granted a 5% bonus. Companies will calculate 
the tax as usual and deduct this 5% from the 
amounts to be paid. Obviously, all other debts to 
the budget must be paid in due terms. There are 
no formal actions to be taken in order to apply this 
benefit.

• Small and medium-size taxpayers will be granted 
a 10% bonus. 

• The tax authorities will not calculate any interest 
for debts to the government (including VAT) after 
25 March, until the end of the emergency period 

EDUARD PAVEL
Certified Tax Advisor  
Kreston Romania

COVID-19: Romanian response

ROMANIA

+ 30 days (i.e. 16 May; however, we expect the 
emergency situation will continue after 16 April 
as previously regulated). Accordingly, the tax 
authorities are freezing all enforcement procedures 
during this period. 

• The deadlines to pay municipality (property) tax 
for land, building and vehicles are postponed 
from 31 March to 30 June. 

• VAT refund procedures have been accelerated, 
as well as refunds of sickness leave benefits paid 
by the company and to be covered by the social 
securities. 

• Benefits for employees:

 – Childcare indemnity: Parents taking care 
of their children during school closures are 
allowed to receive an indemnity of 75% of their 
salary, but not more than 4,071 lei gross per 
month. The company pays the indemnity and 
gets a refund of the net salary. The indemnity is 
granted only if proven that there are no possible 
alternatives (such as working from home). 

 – Refund for technical unemployment: 
According to the Labour Code, during the 
period of technical unemployment, employees 
are entitled to an allowance of 75% of their 
salary. Allowances thus paid will be refunded 
from the unemployment insurance budget, 
within the limit of 75% of the average 
gross salary per economy. The measure 
is valid for the period in which the 
state of emergency is established.

• Companies whose activities 
are stopped due to direct 
consequences of the state 



of emergency (such as hotels and restaurants, 
transportation, travel, services to population) may 
request a delay in the payment of utilities and rent 
based on a specific certification. 

• Companies and private persons may, in certain 
circumstances, freeze all payments for credits for a 
period of 9 months. 

• The VAT for all imports of medical supplies will 
be recognised using the reverse charge method, 
and it is no longer due to be paid to the custom 
authorities. 

Kreston Romania shifted quickly to remote working. 
We have created a special section on our website 
to provide guidance for employees, employers 
and businesses during this globally challenging 
period. Our activities are sharply focused on the 
implications for businesses due to COVID-19. As 
a member of the international network, we must 
learn from each other’s experience to curate and 
feature resources and information to support 
and assist each member and our clients. 
Leaders must win today’s challenging 
battle against the pandemic and find 
an economically and socially viable 
path to success in the years 
ahead. 

COVID-19:  
Romanian response continued
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Background
The Indian government made some key income tax 
changes in its Annual Budget, which was announced 
in February 2020 and approved the following 
month. With respect to income tax, the government’s 
broad philosophy has been to reduce the corporate 
tax rate with a parallel phasing-out of exemptions 
and deductions, coupled with efforts to reduce 
overall litigation. Of course, as with all major world 
economies, this also had to be balanced with the 
government’s ambitious tax collection targets. 

Against this background, the government made 
certain changes that have some relevance to the 
multinational corporations and foreign companies 
having nexus with India. Some of the key changes 
are summarized below.

Paradigm shift in dividend taxation
Over the last few years, India has been following a 
policy of imposing a Dividend Distribution Tax (DDT) 
of around 20% on companies distributing dividends; 
consequently, the dividend was exempt in the hands 
of the shareholders. 

Now, the government has introduced a paradigm 
shift in the taxation of dividends: they have abolished 
this DDT imposed on the dividend distribution 
company, and will now tax dividends in the 
hands of the shareholders. In the case of a foreign 
shareholder, the final tax rate of such dividend 
income would largely depend on the tax treaty 
signed by their country with India. Most such treaties 
provide for a tax rate of 10% on dividend income, 
provided the foreign shareholder is a beneficial 
owner with respect to the dividend earned from the 
Indian company.
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What comes as a relief to foreign shareholders 
is that in the earlier regime, it was difficult for the 
shareholder to claim DDT credit in their home 
country because the DDT was levied in the hands 
of the Indian distributing company. Now that India 
has moved dividend taxation into the hands of 
shareholders, foreign shareholders should have the 
advantage of being able to claim credit for this tax 
in their home country (depending, of course, on how 
that country taxes such foreign-sourced dividends). 

Dispute Resolution Amnesty Scheme
Aiming to clean up the direct tax litigation cases 
pending at various appellate forums, the Indian 
government has launched a Dispute Resolution 
Amnesty Scheme (the Vivad se Vishwas [‘No Dispute 
But Trust’] Scheme), which is currently open until 
30 June 2020. The broad framework of the Scheme 
is that the taxpayer can obtain a complete waiver 
of interest and penalties by paying only the disputed 
income tax. This is a one-time opportunity that should 
be evaluated by any foreign investors into India who 
have income tax litigation pending in India for any 
past years, especially where significant interest or 
penal exposures may be involved.

Relief from filing tax returns for foreign 
investors
Foreign investors have been provided with 
compliance relief whereby they do not have 
to file tax returns in India if their income 
from India is of certain types (e.g. royalty 
and fees for technical services) on 
which taxes have already been 
withheld under Indian law. 



Concluding remarks
As India steadily continues to solidify its position 
on the world map, the above measures will help to 
ease compliance requirements for MNCs operating 
in India through subsidiaries, and should also 
encourage foreign investment into India.

India changes dividend taxation 
norms and rolls out Dispute Resolution 
Amnesty Scheme continued
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By way of a press release dated 11 May 2020, the 
Kingdom of Saudi Arabia (KSA) Ministry of Finance 
announced an increase in the standard VAT rate from 
5% to 15% with effect from 1 July 2020. This is in 
response to the decline of global oil prices in the 
current economic crisis, arising from the COVID-19 
pandemic. On 20 May 2020, the General 
Authority of Zakat and Tax (GAZT) published 
guidelines detailing, inter alia, the provisions that will 
govern supplies straddling the transitional phase – 
that is, from 11 May to 30 June 2020.

Here, we examine the impact of this VAT rate 
change on KSA businesses and highlight key action 
points to ensure a smooth transition to the new-rate 
regime, as well as outlining potential challenges to 
be addressed.

Action points for KSA businesses
• Amendments may be required to existing contracts 

to cover the additional VAT of 10%, wherever 
applicable.

• Subject to certain conditions, contracts signed 
before 11 May 2020 with B2B clients (where 
full input tax credit can be claimed), and with 
government, may be subject to 5% VAT.

• A 5% rate applies to government and B2B 
contracts from 11 May 2020 if supply takes 
place before 1 July 2020; if supply takes place 
on/after 1 July 2020, then the 15% VAT rate 
applies. 

• Tax invoices issued during the transitional phase 
– i.e., before/after 11 May 2020 – must be 
carefully examined to determine the applicable 
VAT rate.
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• Certain changes may be required to the ERP 
system and existing pre-printed documentation.

• For certain goods and services, display prices 
may have to be revised with effect from 1 July 
2020.

Impact and challenges for KSA 
businesses
• Gulf Cooperation Council (GCC) arbitrage 

situations may arise due to variations in VAT rates 
between the United Arab Emirates/Bahrain and 
the KSA.

• Cross-border transactions involving the KSA are 
likely to increase, requiring detailed inspection 
from a transfer pricing perspective.

• Zero-rated suppliers may experience an impact on 
their working capital, since they will now need to 
wait for a 15% refund rather than just 5%

• Exempt suppliers will have an additional 10% cost 
when the reverse charge mechanism is applied.

• Any price changes during the period 11 May 
to 30 June 2020 may attract close scrutiny, to 
prevent profiteering.

• The price of goods/services supplied by 
unregistered dealers could increase rapidly.



www.kreston.com International Tax Newsletter   June 2020

When a foreign company buys and exploits real 
estate in the Netherlands, it will run into several legal 
and fiscal obligations. Most of these will be similar 
to obligations in other countries, such as:

• The company will have to appoint a notary in 
order to transfer the real estate.

• The company will be registered as owner of the 
property at the Dutch Land Registry.

• Because the exploitation of the property is treated 
as an economic activity in the Netherlands, 
the company must be registered at the Dutch 
Chamber of Commerce and also with the Dutch 
tax authorities (Belastingdienst).

Here, I focus on Dutch corporate income tax 
legislation – specifically, the rules governing 
depreciation of real estate in the Netherlands. 

Yearly valuation
In the Netherlands, all real estate is valuated each 
year by the Dutch local government in a process 
called the WOZ (Waardering Onroerende Zaken; 
literally, ‘valuation of real estate’). This WOZ value 
is very important because it is the basis for several 
taxes, including:

• Real estate tax, sewerage charges and commuter 
tax (charged by the local government)

• Taxes charged by water boards for the 
maintenance of sea and river dykes.

In most cases, these taxes aren’t really a burden. 
However, the WOZ value also affects the corporate 
income tax that is charged, and that is where it hurts. 
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Limited depreciation of real estate
As of 2007, the WOZ value also determined the 
minimum value of the real estate on the company’s 
fiscal balance sheet. Until 2019, the depreciation 
of buildings used in a company’s own business was 
limited to 50% of the WOZ value. The depreciation 
of investment property was limited to 100% of the 
WOZ value. As from 2019, due to a change in 
Dutch corporate income tax, for all taxpayers who 
are liable for corporate income tax, the minimum 
value has been fixed at 100% of the WOZ value. 

The consequences
Companies that invest in Dutch real estate and 
exploit this property were already faced with a 
limited depreciation in their fiscal profit-and-loss 
account. 

Many companies that own buildings which they 
use in their own business are suddenly no longer 
allowed to deduct a depreciation in their fiscal profit-
and-loss account, because the WOZ value has been 
reached. 

Alternatives
It is possible to mitigate the effects of the limited 
depreciation rules. For instance, maintenance costs 
still qualify for corporate income tax relief. Therefore, 
setting up a maintenance provision/maintenance 
scheme could be a useful instrument, if it is set 
up properly. 
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