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Diary
Upcoming GGI International
Taxation Practice Group (ITPG)
meetings:
➜ Marrakesh, Morocco
07 November 2019
GGI ITPG Meeting
at the GGI World Conference
➜ Bali, Indonesia
05 December 2019
GGI ITPG Meeting
at the GGI Asia-Pacific
Regional Conference
➜ Frankfurt, Germany
27 February - 01 March 2020
GGI ITPG Meeting
at the GGI European
Regional Conference
➜ Limassol, Cyprus
24 April 2020
GGI ITPG Meeting
at the GGI European
Regional Conference
➜ Nassau, The Bahamas
05 June 2020
GGI ITPG Meeting
at the GGI North American
Regional Conference

Editorial
Dear Reader,
IIt is my pleasure to introduce you
to this 2019 autumn edition of the
ITPG Newsletter. At the moment, we
can see two opposite trends. While
digitalisation makes compliance
work more effective and cuts down
the time one has to spend on routine
work (provided you have invested
sufficient amounts in your IT, staff
training, and use the latest software),
tax authorities and governing bodies
seem to make the life of the taxpayer
harder and harder by continuously
introducing more complex rules.
Understanding and complying with
these rules is time-consuming and
therefore costly. Good and up-to-date
advice is invaluable. The authors of
this edition will try to sharpen your
awareness of tax changes so that you
are able to react in time and thus
avoid risks or seize opportunities.
This time, topics include FDII,
taxpayer data protection, tax
reforms and tax benefits, double
taxation reliefs, tax benefits for R&D,
foreign investors and sportspeople,
the EU general anti-abuse rule,
establishment of a PE by a manager

residing in a country, business
travel compliance and risks within
one country, downward attribution,
cross-border arrangements with subs,
beneficial ownership rules for holding
companies, and the use of a US LLC.
I would like to thank all authors
for their efforts. Should you have
questions, please feel free to contact
the respective author directly.
Special thanks to Kutchins, Robbins
& Diamond, Ltd. (KRD) for their
continued support of this newsletter.
Oliver Biernat
Global Chairperson of the
International Taxation
Practice Group (ITPG)

➜ Madrid, Spain
26 June 2020 (TBC)
GGI ITPG Meeting
at the GGI Latin American
& Iberian Regional Conference
➜ Montreal (QC), Canada
23 October 2020
GGI ITPG Meeting
at the GGI World Conference

Disclaimer – The information provided in this newsletter came from reli-

able sources and was prepared from data assumed to be correct; however,
prior to making it the basis of a decision, it must be verified. Ratings and
assessments reflect the personal opinion of the respective author only. We
neither accept liability for, nor are we able to guarantee, the content. This
publication is for GGI internal use only and intended solely and exclusively
for GGI members.

Understanding the
Foreign-Derived Intangible
Income Deduction (FDII)
By Howard Bakrins
US corporations that generate
income from export activities should
consider if the foreign-derived intangible
income (FDII) deduction applies. The
Tax Cuts and Jobs Act (TCJA), passed
in 2017, made significant changes to
the taxation of foreign income of US
businesses. One of these changes was
the creation of the FDII deduction.
This deduction represents a valuable
tax break for US corporations with
foreign sales. This article includes

GGI member firm
Kutchins, Robbins & Diamond, Ltd. (KRD)
Auditing & Accounting Tax,
Advisory, Corporate Finance,
Fiduciary & Estate Planning
Chicago (IL), USA
T: +1 847 240 1040
W: www.krdcpas.com
Howard Bakrins
E: hbakrins@krdcpas.com
KRD Ltd. is CPA firm that offers a full
range of client services:, accounting and
software consulting, audit and assurance,
tax strategy and preparation, business
valuations and financial planning advisory
services. Their team of 80 members has been
serving clients in Chicago
and the surrounding
areas for 30 years.
Howard Bakrins has
over 18 years of accounting
experience as a CPA. His
expertise lies in middlemarket corporations

an overview of the deduction and its
benefits, and describes some new
terminology related to the deduction.
The FDII deduction creates a
significant incentive to domestic
C corporations by providing a tax
deduction that effectively lowers the
corporate tax rate on income derived
from both tangible and intangible
products and services in foreign
markets. C corporations can claim a
37.5% tax deduction on FDII, which
yields a 13.125% effective tax rate

Howard Bakrins
and high-net-worth individuals, dealing
with a large range of clients. Corporate
executives and wealthy family groups value
his experience with income tax planning,
establishing charitable foundations,
estate and gift tax planning, family limited
partnerships, and transactional planning
and analysis. Howard is
also knowledgeable in
the tax laws pertaining to
hedge fund transactions.
Howard earned his BS from
University of Illinois and is
a member of the AICPA and
the Illinois CPA Society.

on FDII, as compared with a 21%
rate on other income, for tax years
beginning after 31 December 2017.
Beginning in 2026, the FDII deduction
is reduced to 21.875%, which yields
an effective tax rate of 16.406%.
The FDII deduction is only available
to domestic businesses that are
taxed in the US as C corporations.
Computing the FDII deduction is
a complex process that starts with
computing the qualified business asset
investment (QBAI), the deductioneligible income (DEI), and the foreignderived deduction-eligible income
(FDDEI). These items are required to
then calculate the deemed intangible
income (DII) and the foreignderived intangible income (FDII).
The computation of deemed
intangible income (DII) is made by
taking the deduction-eligible income
(DEI), minus 10% of the value of
the depreciable tangible assets
used in production of DEI of the US
corporation. The foreign portion of this
excess return is attributed to FDII and
qualifies for the 37.5% deduction on the
corporation’s US income tax return. It
is important to note that the property
does not need to be manufactured
or produced by the corporation
for the income to be qualified.
The FDII computation is complicated,
but it is designed to approximate
income from the sale of goods and
services abroad attributable to USbased intangible assets such as
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patents, trademarks, and copyrights.
It is computed by taking the income
attributable to a US business’
intangible assets that exceeds a 10%
deemed return on its depreciable
tangible property. The portion of this
excess income allocated to the sale
of goods and services outside of the
US is eligible for the deduction.
For example, assume a US
corporation earned USD 100 million,
and has tangible assets of USD 200
million (QBAI). The corporation would
allocate the deemed intangible income
(DII), USD 80 million (USD 100 million
of earnings less the USD 20 million

deemed return on its tangible assets),
between foreign sales and domestic
sales of goods and services. The FDII
deduction would apply to the portion of
the USD 80 million allocated to foreign
sales, effectively reducing the US tax
rate on this income from foreign sales
to 13.125%, rather than the regular 21%.
In order to qualify for the deduction,
the sales of products and services
must be made to a person or business
that is not a US person and be for
a foreign use. Included are sales,
leases, licensing, exchanges, and
other dispositions. Property includes
both tangible and intangible property.

The term “foreign use” means any
use, consumption, or disposition
that is not within the United States.
Some of the issues that require
careful attention are selling to related
parties, allocating expenses to various
classes of income, the calculation
of QBAI, and the corporation’s
existing accounting methods.
If your business may be eligible
for the FDII deduction or any other
provisions of the TCJA, you should
consult with your tax advisor in order
to maximize the benefits and minimize
the risks of these new provisions.

German Real Estate
Transfer Tax Reform
By Bernhard Schwechel
GGI member firm
FACT GmbH
Wirtschaftsprüfungsgesellschaft
Tax, Auditing & Accounting, Advisory,
Corporate Finance, Fiduciary
& Estate Planning
Kassel, Germany
T: +49 561 316 6860
W: www.fact-ks.de
Bernhard Schwechel
E: b.schwechel@fact-ks.de
FACT GmbH
Wirtschaftsprüfungsgesellschaft is a tax
consultancy, public auditing company,
and law firm located in Kassel, known
as the heart of Germany. FACT provides
German and international accountancy
and tax services to companies and
individuals. The experienced team works
on cross-border issues for German
clients as well as for foreign clients.
FACT works closely with its clients
and responds rapidly to their needs.

Bernhard
Schwechel
Bernhard Schwechel is a Managing
Partner of FACT GmbH and is experienced
in the field of international taxation.
His areas of expertise include tax and
business advice for large multinational
corporations and mid-size companies,
as well as for internationally oriented
individual clients. He supports his clients
in inbound and outbound M&A projects.

The Federal Ministry of Finance
has released its draft tax bill on
the contemplated real estate
transfer tax (RETT) reform. The
new rules will only apply to
transactions as of 1 January 2020.

Planned Measures
1. Reducing the ownership interest
threshold from 95% to 90%
For all corporate supplementary
provisions, the respective ownership
interest will be reduced from at least
95% to at least 90% of the shares.
2. Increasing RETT time limits from
five to ten years (or even 15 years)
All RETT time limits will be
collectively increased from five years to
ten years. Moreover, the required prior

holding period of a RETT exemption
for existing partners – in case of direct
and indirect unification of all interests
in a real estate holding partnership in
the hands of one partner – will increase
to 15 years. This increase is aimed at
further impeding transactions in which
an investor is set to acquire shares
in a real estate holding partnership
in a staggered approach. Overall,
a substantially longer participation
of a seller is required to allow for
RETT neutral share transactions.
3. Extending the supplementary
provisions regarding
partnerships to corporations
The supplementary provisions
for changes to the shareholding

that are currently only applicable
to partnerships will be
extended to corporations.
As a result, changes in shareholders
of property-owning corporations in
a minimum amount of 90% of the
company’s capital within a period of
ten years will trigger RETT, irrespective
of whether a shareholder directly
or indirectly acquires 90% of the
shares. Accordingly, and as expected,
in the future, a full divesture of a
property-owning corporation to an
investor and a co-investor (e.g., an
asset manager) would no longer be
possible without triggering RETT.
The seller would have to remain
in the company as a shareholder
with more than 10% of the shares,

provided that the seller qualifies as
a so-called “old” shareholder in the
first place. The corporation itself
– just like the partnership under
current law – will be the debtor of
the RETT under such new rules.
Notably, however, the new provision
will not be supplemented by the
current exemptions applicable to
partnerships and their partners, which
would lead to substantial imbalances
and systematic incoherence. In
addition, the new rules will affect
all companies holding real estate,
not just the real estate industry, and
will trigger substantial concerns
regarding a law enforcement deficit
in the case of listed companies.

Risk of German Limited
Tax Liability Without
Company Seat in Germany
By Brigitte Jakoby
The German Federal Fiscal Court
(BFH) decided on 23 October 2018
that a company with a seat outside
Germany becomes taxable in
Germany if its manager has a private
(second) home in Germany and is
doing business for the company in
Germany. In its decision, the BFH
dealt with a limited capital company
formed under the laws of Luxembourg.
The business was conducted in
Luxembourg by the managing
partner. The business address in
Luxembourg was also the private
residence of the managing partner.
But he also had a private residence
in Germany and regularly visited the

German suppliers in Germany. Due
to these regular and comprehensive
business activities in Germany, and
his private German residence, he
was considered to be a permanent
representative of the company in the
sense of §13 Fiscal Code of Germany.
Consequently, the Luxembourg
company had to pay taxes in Germany.
An important requirement for setting
up a representative’s permanent
establishment is the consistency of
the representative’s activity. In this
respect, activity on a regular basis by
the representative is an important
indication. If a representative is
active over a longer period, every
week or several times during a

month, in the country where the
representative is residing, the company
becomes taxable in this country.
The decision of the BFH can not
only be put into the context of German
national law but could affect the
definition of a representative according
to European Community Law as well.
On the level of European Community
Law, it is also discussed controversially,
whether the body of a company can be
its representative at the same time. So
far, the decision of the BFH could be
considered as a first step into a new
jurisdiction on the level of European
Community Law. Furthermore, it must
be considered that the requirements
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for a representative’s permanent
establishment were tightened by the
OECD model agreement in 2017.
According to this OECD model
agreement, it is sufficient that the
representative takes over an important
role during the negotiation of
contracts and that these contracts are
routinely accepted without any major
alterations by the company. He no
longer needs the power to conclude
the contracts. Therefore, the risk in
order to establish a representative’s
permanent establishment increases.
The status as member of a board
does not prevent the existence of a
permanent representative anymore.
Consequently, the representative’s
permanent establishment leads to
a liability of the foreign company
for limited corporation tax.

GGI member firm
Jakoby Dr Baumhof – Wirtschaftsprüfer
Steuerberater Rechtsanwälte
Advisory, Auditing & Accounting,
Corporate Finance, Law Firm Services, Tax
Rothenburg o.d.T., Ebersberg, Germany
T: +49 98 619 40 50
W: www.jakoby-baumhof.de
Brigitte Jakoby
E: brigitte.jakoby@jakoby-baumhof.de
Jakoby Dr Baumhof – Wirtschaftsprüfer
Steuerberater Rechtsanwälte is a
medium-sized, interdisciplinary
company located in the south of
Germany, with offices in Rothenburg
ob der Tauber, located in Northern
Bavaria, and Ebersberg, near Munich.
In 1987, Brigitte Jakoby started collaborating with her husband Eugen Jakoby, also

Brigitte Jakoby

a German chartered accountant and German certified tax advisor. Since 1996, and
still today she is one of the senior partners
at Jakoby Dr Baumhof.

Direct Application of
EU General Anti-Abuse Rule
By Dr Sergio Finulli
The EU ATAD (European
Union Anti-Tax Avoidance
Directive) No. 2016/1164
introduced a general anti-abuse
rule in Article 6 that not only
replaces and standardises
the anti-abuse rules included
in the three directives which
regard corporate income tax
(company mergers, parentsubsidiary, interest and royalties),
but also extends the scope
in the national legislations
of the member states.
The Directive entered
into force on 1 January 2019
and intends to ensure that
the general anti-abuse rules

are applied uniformly in national
situations, within the Union and in
relation to third countries, so that the
scope of application and the results
of the application in national and
cross-border contexts are identical.
The legislation is new because,
while the discipline regarding
corporate income tax remains the
competence of the member states,
the anti-abuse clause becomes the
only rule: all the member states
must implement the EU regulation
in the national legislation and this
regulation must be applied in all the
cases regarding corporate income tax.
In practice, application problems
will need to be addressed, because
in order to perform an assessment of
the possible tax benefits prohibited
by anti-abuse legislation, Article 6 of
the Directive requires a verification
to be carried out regarding the
possible conflict with the subject
matter or purpose of the applicable
tax law, namely, that of the single
member states. Therefore, the
anti-abuse legislation becomes
the only legislation, but for its
practical application in each case it
is necessary to consider the context
of the law of each member state.

GGI member firm
COMMA 10
Chartered Accountants & Lawyers
Advisory, Auditing & Accounting,
Corporate Finance, Tax
Milan, Italy
T: +39 02 481 9258
W: www.comma10.it
Dr Sergio Finulli
E: sergio.finulli@comma10.it
COMMA 10 is a firm built on the
cornerstone of professional collaboration
between chartered accountants and
lawyers. The firm provides its clients with
comprehensive accounting, corporate
and tax services, as well as legal
support, corporate restructuring, and
bankruptcy services in multiple industries.
COMMA 10 is based
in Milan and provides
integrated services to
individuals and private

The general Italian implementing
provision, Art. 10-bis of Law No.
212/2000 (“Taxpayers’ Statute”) is
already in line with the provisions set
out by the Directive and the way it
can be applied will need to be verified
in the light of the interpretation that

Dr Sergio Finulli

and public companies, as well
as non-profit organisations.
Dr Sergio Finulli is a Founding
Partner of COMMA 10, a GGI
member since 1997. He is a chartered
accountant and legal auditor, and
currently Regional Vice Chairperson
Europe of the GGI International
Taxation Practice Group (ITPG).

the Court of Justice of the European
Union will give. However, some
specific anti-abuse rules, as for
example the one requesting CFC the
inversion of the burden of proof,
do not seem to be in line with the
provisions of the EU Directive.

More Taxpayer
Data Protection

Alternative Methods for
Retrieving Taxpayer Information from the IRS
By Laurie B. Kazenoff
In its ongoing effort to protect
taxpayers from identity theft,
the US Internal Revenue Service

announced it will stop its tax
transcript faxing service on 28 June
2019 and will amend the Form 4506
series (tax return copy requests)
to end third-party mailing of tax

returns and transcripts in July.
Transcripts, which show detailed
tax return information, have become
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vulnerable as criminals impersonate
taxpayers or authorized third parties
to file fraudulent returns for refunds.
In September 2018, the IRS began
“masking” personally identifiable
information on the transcripts.
Individuals, after verification, can
obtain transcripts online to print
or download a transcript. They can
also request it by mail either online
or by calling 800-908-9946 or use
Form 4506-T. Tax professionals can
request a transcript be mailed to the
taxpayer directly or delivered to the
tax professional’s e-Services account
via secure mailbox. This means a tax
professional who could previously
call and have transcripts easily faxed
to them will now have to establish an
e-Services account, which requires
its own verification. Due to third
party restrictions (an exception being
FAFSA verification, for Federal student
loan applications, which stays in
place), mortgage or other types of

GGI member firm
Moritt Hock & Hamroff LLP
Law Firm Services
Garden City (NY), New York (NY), USA
T: +1 516 873 2000
W: www.moritthock.com
Laurie B. Kazenoff
E: lkazenoff@moritthock.com
Moritt Hock & Hamroff LLP is a fullservice commercial law firm providing
a wide range of legal services to
businesses, corporations and individuals
worldwide. The firm has 19 practice
areas and offices in Garden City,
NY, and New York City, NY, USA.
Laurie B. Kazenoff, Esq. is a Partner
in the New York law firm Moritt, Hock

lenders, colleges, and others who
previously requested transcripts to
verify financial information, will now

Laurie B. Kazenoff

& Hamroff LLP and co-chair of the tax
department. She was formerly a senior
tax attorney with the Internal Revenue
Service’s Office of Chief Counsel.

have to register with IVES (Income
Verification Express Service) to
gain access to this information.

Six Months of the New Government

Main Tax Implications for
Foreign Investors in Mexico
By Mauricio Ramos Jimenez
On 01 December 2018,
Andrés Manuel López Obrador
(or AMLO as he is commonly
known) became president of
Mexico after two consecutive
unsuccessful presidential
campaigns. AMLO has always
had a leftist and populist
agenda, and many feared he
would make radical changes in
several areas, including taxes,
but what has really changed
in the first months of his
presidency? From a taxation

perspective, not much has changed,
at least not as a direct consequence
of the new government. The main
impact on foreign investment has been
a consequence of the re-negotiation
of NAFTA, and on the possibility
of having new tariffs imposed by
the US on Mexican products.
The biggest change enacted by the
Mexican government is the elimination
of the “universal tax compensation”,
a provision that allowed Mexican
companies and individuals to offset
liabilities of a certain tax with a
balance in favour of a different tax.

The main reason for this change,
and the main driver of fiscal regulatory
changes, has been a crackdown on
tax evasion and fraud. The previously
mentioned provision was widely used as
a tax-evasion tool by taking advantage
of a loophole allowed by the provision:
someone buys a bankrupt company
with large losses (and therefore a
large balance in favour of income
tax), charges for services that were
never provided (collecting value added
tax), pays no taxes whatsoever (both
income tax and VAT are offset against
the income tax balance), and returns
the money charged to its “client”.
The result is that, while some
legitimate companies have had
financial difficulties as a result
of this change, many illegitimate
ones have also seen difficulties by
having this loophole closed.
In addition to the elimination of
this provision, the new government is
proposing changes to the legislation
that will consider tax evasion as
a serious crime, classifying it as

GGI member firm
Guerrero y Santana, S.C.
Advisory, Auditing & Accounting,
Corporate Finance, Law Firm Services, Tax
Tijuana, Baja California, Mexico
T: +52 333 120 05 38
W: www.guerrerosantana.com.mx
Mauricio Ramos Jimenez
E: mramos@guerrerosantana.com.mx

Mauricio
Ramos Jimenez

Guerrero y Santana, S.C. provides
its clients with a wide range of tax,
legal, and consulting services. The firm
makes comprehensive evaluations of
its clients’ businesses and draws on the
expertise of its professionals to offer
the best solution available.
Mauricio Ramos Jimenez,
consulting director at Guerrero y
Santana, has over 15 years’ experience in finance and business de-

velopment. He holds several board memberships and key roles outside of Guerrero
Santana, in industries such as renewable
energies, food services, construction, and
education, and is a professor at the Tecnológico de Monterrey.

organized crime and therefore carrying
a mandatory prison sentence. For
legitimate companies, the result is an
added layer of paperwork, given that

they need to ensure their suppliers
are complying with all applicable tax
regulations in order not to be signalled
as co-conspirators of tax evasion.

Cross-Border
Arrangements with Russian
Subs: What’s Important?
By Valeria Khmelevskaya
and Gleb Stepanov
Currently, the Russian tax authorities
tend to pay great attention to the crossborder arrangements of multinational
enterprises (MNEs), and the most
challenged are the intra-group services.
The claims are usually related to
business purpose of transactions,

and whether the services were real.
Cost-contribution arrangements or
cost sharing are not foreseen by the
Russian tax legislation in relation to
Russian companies, any references
and contractual provisions referring
to cost allocation and the relevant
keys might be grounds for denial of
deduction of the relevant expenses
(service fees) from the profits tax

base (Russian corporate income tax)
of the Russian customer entity.
There are also strict requirements
regarding the documenting of services:
apart from the statement and report on
services provided, the tax authorities
would like to see additional proofs,
e.g. protocols, minutes related to the
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meetings, results of services provision,
etc. The tax authorities may even
approach employees, both current and
former, to confirm the fact of provision
of services in question. It might also
be crucial to show the positive effect
resulting from such services provision.
In some cases, the tax authorities may
also refer to BEPS Action 10 / Chapter
VII of the OECD TP Guidelines, whereby
they may interpret their provisions
more strictly than in other European

GGI member firm
KBK Accounting
Auditing & Accounting, Tax
Moscow, Russia
T: +7 495 662 33 30
W: www.kbk-accounting.de
Valeria Khmelevskaya
E: valeria.khmelevskaya
@kbk-accounting.de
Gleb Stepanov
E: gleb.stepanov@kbk-accounting.de
KBK Accounting is a reputable outsourcing
firm and provider of a wide range of
services, including tax accounting and
bookkeeping, tax advisory, reporting and
compliance, HR, and interim management.
Valeria Khmelevskaya is a Partner, lawyer

jurisdictions. Starting from 2019, the
transfer-pricing (TP) control of crossborder arrangements with the affiliated
Russian subs and other interrelated
persons is affected if the total annual
turnover between two respective persons
exceeds RUB 60 million (approx. EUR
830,000). Should the pricing not comply
with the market level, the additional
tax charge may take place. There are
also reporting obligations, e.g., annual
notification on controlled transactions

Valeria
Khmelevskaya
and tax consultant admitted to practice in
Russia. She has over 17 years experience
of consulting in matters of Russian and
international tax law. Ms Khmelevskaya is
also the Deputy Chair of the Committee
for Taxes, Reporting and
Controlling of the GermanRussian Chamber of Commerce
(AHK) and recommended

and notification on participation in the
international group companies. The
Russian companies should also have TP
files and, in certain cases, also dispose of
and/or submit three-tier documentation
similar to OECD requirements.
Considering the current level of
international information exchange,
it might be crucial that the relevant
transactions with Russian subs do not
drastically deviate from transactions
within MNE groups in other countries.

Gleb Stepanov
attorney of the Austrian Foreign Trade
Centre Moscow (Österreichische
Außenhandelsstelle Moskau).
Gleb Stepanov is a lawyer and a
member of the tax and consulting team.

Italy: Tax Benefits for
People Who Transfer to Italy
By Thomas Pichler
For several years now, the Italian tax
system has provided favourable measures
for workers who decide to transfer their
residence to Italy. In July 2019, a new
preferential tax regime, introduced with
Legislative Decree No. 34/2019, expanded
those benefits in terms of percentage

of income tax exemption (from 50%
to 70%) and facilitated the subjective
requirements. The new regime is now
also accessible to workers who do not
have a university degree or do not hold
any management positions. Accordingly,
professional athletes (e.g., soccer players)
and artists (e.g., singers or actors) can
also now benefit from those tax benefits.

Requirements
To fall within the scope of the
new preferential regime, Italians
or foreigners need to transfer their
fiscal residence to Italy pursuant
to Art. 2 of the Italian Income Tax
Act. To prevent abuse, the person
should not have resided in Italy for

at least two years and should not
have worked mainly in Italy in the two
tax periods preceding the transfer.
Furthermore, the new regime
allows not only employees or persons
who gain incomes similar to salaried
work (e.g. board of director fees)
to apply for the preferential regime,
but is accessible also for freelancers
(e.g. lawyers, architects, consultants,
doctors, engineers) and persons who
start an entrepreneurial activity in Italy.
Interestingly, there is no upper limit of
income on which the benefits apply.

GGI member firm
Pichler Dejori Comploj Partner
Auditing and Accounting, Tax Consulting
Bolzano, Italy
T: +39 0471 288333
W: www.pdc-partner.it
Thomas Pichler
E: pichler@pdc-partner.it
For almost 40 years now, Pichler Dejori
Comploj Partner has provided advice on
tax issues, business management, and
corporate law in relation to national and
international clients. The main office
is based in Bolzano, South Tyrol, Italy,

The benefits last for five years
and are applicable to persons who
transfer their fiscal residence to Italy,
beginning from 1 January 2020.
Under certain conditions, an
extension in terms of exempted
income (up to 90%) and in terms of
period (up to ten years) is conceded

to those persons who move to
certain Italian regions (Southern
regions or Island regions such as

Thomas Pichler
and the branch office is in Milan.
Thomas Pichler is a certified tax advisor.
He successfully completed a BA in economics,
followed by a two-year MA in corporate tax
legislation from the Cattolica University of
Milan. In 2017, Pichler received the “Master
of Laws – LL.M” in
international tax
law from the WU.

Sardinia and Sicily) and have minor
or dependent children, or decide to
acquire residential property in Italy.

Double Taxation Relief
Available for Individuals and
Organisations in Bangladesh
By Zaker Ahmed
and Moshiur Rahaman

Double Taxation:
A Bangladeshi
Perspective
Increased globalisation and
proliferation in international trade
have made international tax planning
opportunities more relevant than before.
Double Taxation Avoidance Agreements

(DTAAs) are regular, bilateral tax
agreements between countries,
created to avoid double taxation of
the same income by outlining the
taxing rights of each country regarding
cross-border income streams and by
providing tax credits/exemptions.
Bangladesh follows the UN model of
DTAAs and has them with the following
countries: the UK, Singapore, Sweden,
Korea, Canada, Pakistan, Romania,
Sri Lanka, France, Malaysia, Japan,
India, Germany, the Netherlands,
Italy, Denmark, China, Belgium,

Thailand, Poland, the Philippines,
Vietnam, Turkey, Norway, Germany, the
USA, Switzerland, Oman, Myanmar,
Mauritius, Saudi Arabia, the UAE,
Belarus, Kuwait, and Bahrain.
In the case of income arising
from those countries with whom
Bangladesh has DTAAs, tax will be
calculated as per the rate in the
respective agreement, but with the
condition that it will not exceed the tax
calculated on the basis of the average
tax rate applicable in Bangladesh
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(considering foreign income in total
income) on the foreign income.
Conversely, if income arises
from those countries with whom
Bangladesh does not have any DTAAs,
tax calculated on such doubly taxed
income will be at the average rate of
tax of Bangladesh or the average rate
of tax of the said country, whichever
is lower, subject to such rules as

GGI member firm
Ahmed Zaker & Co. Chartered Accountants
Advisory, Auditing and Accounting,
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Ahmed Zaker & Co is a leading firm
of chartered accountants in Bangladesh
providing audit, tax, and advisory services
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Zaker Ahmed is the founding and
managing partner of Ahmed Zaker & Co. and
has been practising as a chartered accountant

Bangladesh’s main tax authority,
the National Board of Revenue
(NBR), may make in this behalf.
In conclusion, the DTAAs that
Bangladesh has in place with other
countries across the world, along with
the country’s economic growth and
development, strategic geographic
location, and business-friendly
government policies, have made

Zaker Ahmed
for the last 39 years. In addition to his
senior leadership duties, he is also a highly
experienced audit, tax, and consulting partner
with a wide-ranging portfolio of both listed and
non-listed clients in banking, aviation, logistics,
pharmaceuticals, and textiles. He has served
and continues to serve on the
boards of various organisations,
both locally and overseas,
and has been continuously
involved in developmental and

Bangladesh an exciting prospect
for long-term foreign investment.
A strong understanding of the tax
legislation and a proactive attitude in
planning, designing, and implementing
appropriate procedures will help
both individuals and organisations
alike to ensure that they utilise
these opportunities to the fullest.

Moshiur Rahaman
philanthropic activities throughout his career.
Moshiur Rahaman is an associate
within Ahmed Zaker & Co., working within
the firm’s audit and tax departments, with
experience of working with a portfolio of
clients across a wide range of industries.

How Can Research and
Development Provide a Tax
Benefit in the UK?
By David Pritchard
This article focuses on the tax
benefits of Research and Development

(R&D) and making a claim through
the small and medium-sized
enterprises (SME) scheme. To
qualify for this claim as a SME, the

company must have less than 500
staff, turnover of less than EUR
100 million, and a balance sheet
total of less than EUR 86 million.

HM Revenue & Customs has been
providing incentives to companies
to complete R&D for several years.
Their definition of R&D is based on
answering the following four questions:

2. How has the project overcome
uncertainty in reaching its goal?

1. How has the project looked
for advancement in science
and technology?

4. Would the project have
been easily worked out by a
professional in the field?
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Mander Duffill is a firm of chartered
accountants and tax and financial
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Devizes and London. Their aim is
to provide the best possible service
to their clients. They are proud of
their history, supporting individuals
and businesses for over 70 years.
David Pritchard specialises in Research
and Development claims and providing
tax advice on an array of issues. David

3. How has the project tried to
overcome this uncertainty?

The more technical the responses
to these questions, the more merit
the claim for R&D would have
with HM Revenue & Customs.
Any costs that qualify for R&D will
attract an enhancement of 130% in the
corporation tax computation. There are
then two possible outcomes, determined
by the individual client’s position:
Loss-making companies can receive
a tax credit from HM Revenue
& Customs. This option is only
available to loss-making companies.
Receiving the enhanced
expenditure as a further deduction
against corporation tax.

David Pritchard
aims to provide great service to clients
and is focused on building strong working
relationships to ensure all possible tax
efficient opportunities are explored.

The tax credit is calculated by
comparing the trading loss against the
total R&D expenditure, which includes
the enhancement. The company
would receive a tax credit of 14.5% of
the lower of these two numbers.
One point that is sometimes
overlooked when opting for the
tax credit is that the client must
be a going concern at the date
of the R&D tax credit claim.

...next page
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Companies that carry out R&D
alongside trade would benefit from
the enhanced expenditure, resulting
in a tax saving at the current rate
of UK corporation tax of 19%.

The major point to take from this
article is the fact that clients need to be
made aware of the tax benefits of R&D
and the fact that they do not need to
meet demanding definitions of R&D.

The full article can be
read at ggiforum.com.

Italy: A New Tax
Haven for Sportspeople?
By Roberto M. Cagnazzo
A recent decree has introduced
significant tax benefits to sportspeople
who transfer their tax residence
to Italy, starting from 01 January
2020. The law provides two
different regimes depending on
whether the sportspeople are:
Professionals (athletes, coaches,
technical-sporting directors, and
athletic trainers as defined in the
law on professional sport), or
Amateurs.
The decree requires
that sportspeople:
Have not been residing in Italy
in the two years before the transfer;
Undertake to reside in Italy
for at least two years; and
Carry out the work
activity mainly in Italy.
With respect to professional
sportspeople, the employment
income contributes to the formation
of the total income to the extent of
50% for ten years (5 + 5 years).
Regarding amateur sportspeople,
the employment income contributes
to the formation of the total income

to the extent of 30% for the first five
years and 50% for the following five
years (provided they have at least
one minor child or they become
owners of real estate in Italy).

Puglia, Basilicata, Calabria, Sardinia,
and Sicily) the employment income
contributes to the formation of
the total income to the extent of
10% for ten years (5 + 5 years).

In addition, if amateur sportspeople
transfer their tax residence to southern
Italy (Abruzzo, Molise, Campania,

Italian sportspeople also
benefit from this special regime
provided they return to Italy:
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Studio Tributario Cagnazzo is a
“boutique” firm mainly focused on providing
integrated tax advice and assistance
all over Italy to corporations, banks,
multinational groups, and high-net-worth
individuals on a wide range of domestic
and international tax and corporate
issues. The firm provides its domestic
and international clients with specialist
knowledge for strategic advice to resolve

Roberto M.
Cagnazzo

any tax and legal issue on a local or global
scale ranging from corporate tax issues to
extraordinary financial transactions, such as
domestic and cross-border reorganisations,
IPOs, takeover bids, and M&A.
Roberto M. Cagnazzo, Founder and
Partner, is a Chartered Accountant and
Statutory Auditor with considerable
expertise in domestic and international
taxation acquired as head of tax in some
of the leading listed Italian
multinational groups and
as Professor of Tax Law and
International Tax Law at
the University of Turin.

From 01 January 2020, if they are resident
in another state within the meaning
of a double taxation agreement;
By 31 December 2019, if they are resident in
another state within the meaning of a double
taxation agreement and they are addressees
of tax procedures that can be challenged.
Obviously, from an economic standpoint,
this is a great advantage for major
professional football clubs: previously,
to pay to a football player a net salary of
100 they had to bear an overall cost of
180, now the overall cost is only 130.

US State-to-State Business
Travel Compliance and Risks
By Fernando Lopez
While organisations often overlook
tax-compliance requirements related
to business travel, the days of simply
traveling to and working in a different
state or country for business without
a thought to tax liabilities are coming
to an end. Looking for additional tax
revenue, US state taxing authorities are
becoming stricter and more vigilant
in monitoring business travel.
Extensive time spent on business
travel in a country outside the US,
or even a different state within the
US, could create a PE exposure
for the employing entity.
All US states have different reporting,
withholding, and filing obligations
for individuals performing services.
The compliance obligations vary for
the employer and the employees.
Penalties and interest for noncompliance vary by state. Internationally,
immigration and tax offices have

...next page
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accounting firm providing a full range of
accounting, audit, tax, and advisory services
to domestic and international clientele in
a wide range of industries. With 17 offices
worldwide, they have a level of expertise
and a unique global presence that
makes your world, worth more.
Fernando Lopez is a Director of
International Tax at Prager Metis
International LLC. He advises his
clients on a full range of cross-border

Fernando Lopez
tax planning and compliance matters
aimed at efficient cross-border structures
and operations. Fernando always makes it
his initial objective to establish a personal
relationship with all his clients that promotes
a healthy and strong understanding of
their businesses and operations. Prior
to joining Prager Metis, he worked with
Big Four firms in Silicon Valley, Stamford,
Atlanta, South Florida, and Paris.
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started to exchange information on
travellers for increased compliance.
Bottom line, to avoid taxcompliance risks, employees and
employers must become compliant
with their payroll withholding,
reporting, and filing obligations. Some
simple dos and don’ts might include:
1. Differentiate between what is tax
liable and what is not. If individuals
are traveling for a conference,
the risks are probably low. But
risks might increase if individuals

in a jurisdiction are developing
business or signing contracts.
2. Document clear guidelines and
policies. For instance, create a
risk-tolerance threshold on number
of days where the company would
start reporting/withholding.
3. Keep in mind country-specific
and state-specific regulations.
4. Evaluate the possibility of
tracking all business travel
via a central team.

5. Look internally or externally for
technical solutions to track and
monitor all business travel.
6. Because clear and documented
data is the best defence if a tax
authority comes calling, centralised
teams and technology will help
in maintaining information.
And finally, like any other
change in the organization, treat
this as just that, a change.

Downward Attribution:
An Uphill Battle?
By Joanne Fay
Non-US businesses may do business
in the US through US corporations,
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Funaro & Co. PC is a certified
public accounting firm and advisor to
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tax advisory, management consulting, and
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Joanne Fay is a Director of Tax
Advisory Services specialising
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especially “blockers”. The Tax Cuts and
Jobs Act in 2017 created a surprising
new regime for certain US subsidiaries
in foreign-parented groups. Depending
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advocacy before the Internal Revenue
Service and Appeals, with a special
interest in the implementation of tax
reform. She is a tax attorney (JD, LLM)
and graduate of the Wharton School,
with over 25 years of experience.

on the group’s structure, certain non-US
subsidiaries may now be deemed to
have US shareholders, and that creates
the risk of unplanned Subpart F, Section
965, and GILTI income inclusions until
the US Congress fixes the problem.
The risk arises from the wholesale
repeal of rules that barred “downward
attribution” of ownership of stock
from a foreign person to a US person
(Section 958(b)(4)). Assume a foreign
parent corporation owns 100% of
both a US subsidiary and a non-US
subsidiary. Foreign parents may have
shareholders that are US persons.
Before repeal, foreign parents’
ownership of the non-US subsidiary
would not have been attributed to
the US subsidiary. After repeal, the
ownership of the non-US subsidiary is
attributed to the US subsidiary, making
the non-US subsidiary a “controlled
foreign corporation”, creating risk of
unanticipated income inclusions.
The breadth of the repeal has
created significant uncertainty. The

US Treasury has not published any
guidance on this aspect of downward
attribution (although it has on others).
Legislative history, and the “Blue Book”
of the Congress’s Joint Committee
on Taxation, indicate Congress
intended the repeal to apply only to a
narrow set of abusive cases. But the

statute does not reflect that intent.
Uncertainty prevails until Congress
passes a technical corrections bill.
In January 2019, a technical
corrections bill was introduced
in the House of Representatives,
but the bill has languished.

In the meantime, inbound
investors should examine their capital
structures. Planning ideas may mitigate
outcomes. As for audit strategy, the
legislative history and the Blue Book
are “substantial authority” against
certain penalties and tactical support
for one’s position, in general.

The Use of a US LLC:
Smart Move or Poison
Chalice for Foreign Persons?
By Darlene F. Hart
The filing requirements and
practical application of US LLCs
for foreign owners may force many
foreign nationals to reconsider their
options. As of 01 January 2017, limited
liability companies (LLCs) formed
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Darlene F. Hart is the founder
of US Tax & Financial Services (est.
1986). With offices in London, Zurich,
and Geneva, and clients in over 30
countries, the firm provides US tax
advice and planning, and compliance
services for individuals, partnerships,
corporations, trusts, and estates
around the world. Darlene continues

in the United States that are treated
as disregarded entities and wholly
owned by foreign persons, are subject
to new IRS reporting requirements.
Such foreign-owned US LLCs
must file IRS Form 5472 if there are
transactions between the direct or

Darlene F. Hart

to help private clients get compliant
with their US tax obligations and also
advises banks, financial institutions,
and trust companies. Darlene works
mainly from the office in Zurich.

indirect owners of the US LLC and
the LLC itself. The IRS is asking for
the tax-resident status of the direct
and indirect owners of US LLCs,
including information on the amount
of cash or assets transferred to or
from them. Form 5472 is not an
income tax return, it is merely an
information return which must be filed
annually, but failure to file this form
can result in a USD 25,000 penalty.
Currently, Form 5472 is for
information-sharing purposes within
the IRS. In the future, however, this
information may also be shared with
other countries. As Form 5472 ties
direct and indirect owners with their
tax-resident status and offshore assets
owned by these US LLC’s, the IRS will
have more information to share with
other government authorities who
will be interested in obtaining such
information on their tax residents.
US LLC’s are typically
considered corporate entities
in foreign jurisdictions and
must have tax resident status
somewhere in the world.

...next page
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The circumstances surrounding
movement of capital or assets
between a US LLC and its owners,
especially across multiple
jurisdictions, can be complicated.
Most foreign jurisdictions look to

where the management and control
of these entities occurs to determine
tax resident status: Where is the
direct owner tax resident? Where is
the indirect owner tax resident? Add
to that, most foreign countries do not

recognize the flow-through status of a
US LLC. Clear advise should be sought
regarding the tax resident status of
each LLC and each LLC should pay
for any expenses incurred as a result
of the ownership of various assets.

Beneficial Ownership Rules
for Holding Companies:
The Russian Approach
By Mikhail Khaletsky
The use of tax benefits by foreign
holding companies in earning
passive income, such as dividends
or interest, from Russia, requires
such companies to provide proof
of an actual right to the income.
Holding companies generally
perform only a limited set of financial
operations (receive dividends from
subsidiaries, participate in intra-group
financing transactions, etc.) and often
have a relatively small staff and assets in
the place of their incorporation, which
can cause difficulties in confirming the
existence of an actual right to income
in compliance with Russian standards.
Tax authorities do not recognise
an “artificial” company as a
beneficial owner of income – that
usually requires an assessment of
two circumstances: 1) whether the
existence of a holding company has
a business purpose, and 2) whether
the holding company exercises
independent business activity.
Business purpose is understood as
a rational economic reason, other than
the reduction of tax, that prompted

a group of companies to create an
intermediate holding company.
Such a reason may be a necessity
to unite two or more independent
groups of shareholders on the
basis of a holding company.
Independent business activity
is investigated by studying: 1) the
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structure of income and operations
of the holding company, and
2) decision-making procedures
in the holding company.
The Federal Tax Service has
formulated an approach, namely
that “the activities only carried out
in the form of investments and
financing of the companies of a group
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to clients in Russia, CIS countries (Belarus,
Kazakhstan, Ukraine), and worldwide.
Mikhail Khaletsky is an expert in
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(holding), by acquiring financial
investments of affiliated companies
or providing loans to affiliated
persons does not indicate exercising
independent business activity”.
When studying the decisionmaking procedures of the
holding, the following questions
shall be examined:

1. Whether the holding company
has its own qualified personnel;
2. Whether such personnel is
independent in making managerial
decisions or completely bound by
the will of the ultimate beneficiaries;
3. What actual decisions are made
by the management personnel?

If the main function of the holding
company’s management is to receive
dividends from its subsidiary and,
within a short time, to transit such
funds to the ultimate beneficiary in
a third country, then this company
has only a small chance to obtain
tax privileges when deriving passive
income from Russian sources.
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