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Diary
of ITPG
Webinars
The International Taxation Practice
Group (ITPG) has organised some
webinars – save the dates in your
diaries:
➜ GGI Global ITPG Webinar
Tuesday, 06 October 2020
16:00 pm CEST
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Editorial
Dear Reader
Many things have changed since
the spring edition of this newsletter.
COVID-19 has changed the world.
It has led to a different behaviour
of travelling, working and meeting
with people. Home offices have
become very popular, online
meetings and trainings are now the
rule rather than the exception.
Large companies and SMEs in
previously very profitable business
sectors like the travel industry, hotels
and restaurants, or event agencies
are suddenly facing the threat of
insolvency, probably only delayed by
financial or legal measures set up by
their governments. Other industries like
IT, medical engineering, online sellers,
delivery services, freighters are doing
very well. In May 2020, the highest ever
number of bicycles was sold in Germany.
It will be the task of the governments
and tax authorities worldwide to relieve
those companies that are financially
suffering and try to collect that money
from those who are doing well.

Tax experts from GGI can support
their clients and make sure they
do not pay more taxes than they
are obliged to pay. For those
suffering from the economic
effects of COVID-19, GGI member
firms can help to find tax and
other financial incentives in
order to survive the crises.
Many thanks again to the continued
sponsorship of Kutchins, Robbins
& Diamond, Ltd., Certified Public
Accountants in Chicago (IL), USA.
The financial contribution from
KRD covered the external costs in
connection with the preparation of this
newsletter. Their very interesting article
shows a way out of tax obligations for
some US citizens born in the United
States to foreign parents or outside the
United States to a US citizen parent.
Some of the other articles will show
you that at least some parts of the
world are going back to normal taxwise, and will discuss tax changes and
new tax jurisdictions from various
countries. Some of them will indicate

chances for tax savings or incentives
while others will let you know about
potential risks, which you should
strive to avoid in connection with
your trusted tax advisor. Enjoy reading
and, as usual, in case of questions,
please contact the author directly.
Best regards
Oliver Biernat
Global Chairperson of the
International Taxation
Practice Group (ITPG)
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Relief Procedures for
Certain Former US Citizens
By Howard Bakrins
On 06 September 2019, the IRS
released its Relief Procedures for
Certain Former Citizens and frequently
asked questions (FAQs) (available
at www.irs.gov/individuals/
international-taxpayers/reliefprocedures-for-certain-formercitizens), which allow certain persons
who have relinquished, or intend
to relinquish their US citizenship
(expatriation), to comply with
their US income tax and reporting
obligations without having to remit
any unpaid taxes and penalties.
The relief procedures apply to
individuals with a net worth below

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: krdcpas.com
Howard Bakrins
E: hbakrins@krdcpas.com
KRD Ltd. is a 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 have been serving
clients in Chicago and the
surrounding areas for 30 years.
Howard Bakrins has over 30
years of accounting experience
as a CPA. His expertise lies

USD 2 million and an aggregate
tax liability of USD 25,000 or less
for the year of expatriation and the
five prior years. The failure to file
returns and pay the required taxes
must have been non-willful.
Individuals who qualify for and elect
to apply these relief procedures
will not be taxed as “covered
expatriates” under the US exit
tax regime. The relief procedures
also allow qualifying individuals
to expatriate without entering into
the Streamlined Foreign Offshore
Procedures or the Streamlined
Domestic Offshore Procedures, which
permit higher-net-worth individuals
to remedy tax noncompliance

Howard Bakrins
in middle-market corporations and highnet-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.

preceding expatriation, but require
the payment of several years of
back taxes and penalties.

Background
US citizens born in the United States
to foreign parents or outside the
United States to a US citizen parent
may be unaware of their status as
a US citizen and the consequences
of such status, specifically that they
may have US income tax return
filing obligations. Often, individuals
become aware of their US citizen
status because the Foreign Account
Tax Compliance Act (FATCA) which
requires foreign financial institutions
to report certain information
about their US citizen customers’
accounts. Some individuals seek
to eliminate their compliance
obligations and US tax burdens by
renouncing their US citizenship.
Individuals who renounce their
US citizenship may be subject to
special expatriation taxes under
Sec. 877A; their heirs also could
be subject to tax under Sec. 2801 if
they receive gifts or estate transfers
from covered expatriates. A covered
expatriate is an expatriate who:
Has an average net income
tax for the five years preceding
expatriation of at least USD
124,000 (indexed for inflation;
USD 168,000 in 2019);
Has a net worth of USD 2
million or more as of the date
before expatriation; or
Cannot certify on Form 8854,
Initial and Annual Expatriation

Statement, that he or she has
complied with all US tax obligations
for the previous five years.

Relief Procedures
The relief procedures and FAQs
provide an alternative method for
certain US citizens expatriating after
18 March 2010, to satisfy their US
tax obligations without having to
remit any unpaid taxes or penalties,
but only if the failure to file required
tax returns (including income tax,
gift tax, and information returns)
and pay any taxes was non-willful.
Non-willful conduct is conduct that
is due to negligence, inadvertence,

or mistake, or that results from
a good-faith misunderstanding
of the requirements of the law.
To qualify for the relief procedures,
an individual must:
Have no US income tax filing
history as a US citizen;
Not exceed the threshold in the
average-income-tax-liability test;
Have a net worth of less
than USD 2 million;

The relief procedures do not apply
to US lawful permanent residents
(i.e., green-card holders) who cease
to be treated as lawful permanent
residents and may be subject to
the exit tax under Sec. 877A.
The IRS will review submissions
filed under these procedures to
confirm eligibility and will notify
taxpayers when their submission
is determined to be complete. The
relief procedures do not include
a termination date, but the IRS
indicates that an announcement will
be made before they are terminated.

Have a total tax liability of USD
25,000 or less for the tax year of
expatriation and the five prior years.

Questions of Doubt
Concerning the (Tax)
Accounting Implications
of the Coronavirus
By Oliver Biernat
COVID-19 effects have led to a
number of questions of doubt
when preparing annual financial
statements and tax declarations.
Here are some answers for Germany
(but be aware that other solutions
may apply in other countries):
Referring to the impairment of
depreciable fixed assets, a depreciation
obligation only exists in case of
expected permanent impairment. This
is the case if the value on the balance
sheet date is below the scheduled

amortised residual book value for
more than half of the remaining
useful life or at least five years.
When it comes to the valuation of
inventories, no inclusion of idle
capacity costs (overheads during
production stoppages) are allowed
in the cost of production.
It has to be checked whether
provisions for impending losses must
be formed if promised deliveries/
services cannot be made (e.g.
due to own production standstill
or at the supplier’s premises).

Unscheduled write-downs to the
residual book value of goodwill
are to be made at the latest from
the balance sheet date 31 March
2020 (but not on 31 December
2019), if future profit value is
permanently lost due the pandemic.
Explanations must be included in
the notes to the financial statements
only if the company is affected by
COVID-19 and this has an impact
on future development, e.g. if there
are risks that could jeopardise the
company’s continued existence.

...next page
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In the risk report of the management
report, a reporting obligation generally
exists if possible future developments
could lead to negative deviations from
forecasts or targets of the company.
If the pandemic led to a significant

GGI member firm
Benefitax GmbH
Steuerberatungsgesellschaft
Wirtschaftsprüfungsgesellschaft
Advisory, Auditing & Accounting,
Corporate Finance, Fiduciary &
Estate Planning, Tax
Frankfurt am Main, Germany
T: +49 69 256 227 60
W: benefitax.de
Oliver Biernat
E: o.biernat@benefitax.de
Benefitax GmbH is a tax consultancy
and public auditing company located in

individual risk and otherwise no accurate
picture of the group’s risk situation
is conveyed, in particular, risks to the
continued existence of the company as
a going concern must be reported. In
the forecast report, companies need

Frankfurt, which is widely recognised as
the financial centre of Germany. Benefitax
predominantly serves German entities of
foreign multinational groups, mid-sized
German companies with cross-border
activities and wealthy private individuals.
Oliver Biernat is Founder and Managing
Partner of Benefitax. He is a German
Chartered Accountant, Certified Tax Advisor
and Specialist Advisor for International
Taxation with more than 20 years of
experience. Since 2008, he has chaired
GGI’s International Taxation Practice Group
(ITPG), increasing its size to more than 570
experts from 90 countries in the process.

to make comparative forecasts or to
present them in various forms in the
event of special circumstances like
the coronavirus (i.e. “unusually high
uncertainty”); a complete waiver of the
forecast reporting is not permitted.

Oliver Biernat

ECJ Decision
“Aures Holdings”

Will Accumulated Losses be Transferred Across
the Border if a Corporation Relocates its Seat Abroad?
By Brigitte Jakoby
In the matter “Aures Holdings” (AH),
the European Court of Justice (ECJ) had
to evaluate whether the transfer of the
administrative seat of a company from
one Member State to another could
involve the transfer of losses between
Member States. AH is a company
incorporated under the Netherland’s
law, whose registered seat and place of
effective management were originally
located in the Netherlands. AH was

a tax resident of the Netherlands
(unlimited tax liability) and incurred
a loss of EUR 2,792,187.00 in the
financial year 2007. On 01 January
2008, AH initially set up a permanent
establishment in the Czech Republic
and on 01 January 2009 transferred
its place of effective management
to the address of the permanent
establishment. In this context, AH
also transferred its tax residence to
the Czech Republic and applied to the
Czech tax authorities for the deduction

of the loss which had been incurred
in the Netherlands until 2007.
In principle, the cross-border transfer
of the place of effective management
falls within the scope of the freedom
of establishment. However, the
freedom of establishment does
not guarantee tax neutrality.
The ECJ thus decided that the Czech
Republic is not obliged to take into
account the losses incurred before

the transfer of effective management
due to the freedom of establishment.
It is acceptable to treat companies
that have suffered losses in another
Member State and transferred their
tax residence less favorably than
companies which suffered a loss
in the Member State in which they
are tax resident. If situations are
objectively not comparable, unequal
treatment is justified. The restrictions
on loss deduction serve the purpose

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: 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,

of regulating the allocation of the
power to impose taxes between the
Member States and to prevent the
risk of double deduction of losses. If
companies have suffered losses prior
to the transfer of their place of effective
management, they are not comparable
to companies which are tax resident in
only one state and suffer a loss there.
It follows that the first-mentioned
companies are successively subject

Brigitte Jakoby

also a German Chartered Accountant and
German Certified Tax Advisor. Since 1996,
she has been one of the senior partners at
Jakoby Dr. Baumhof.

to the tax jurisdiction of two
Member States and therefore the
risk increases that these companies
might try to deduct the same losses
in two different Member States.
The situation would not even be
comparable if the loss was possibly
a final loss. The jurisdiction on this
issue concerns other constellations,
namely the deduction of losses
suffered by foreign permanent
establishments which incurred during
the tax regime of two Member States.
In the present case, the new
Member State (in this case the
Czech Republic) cannot be obliged
to allow the deduction of losses
incurred prior to the transfer of
the effective administrative seat if
these losses incurred in tax periods
for which the new Member State
did not have the tax sovereignty.
In principle, the relocation of a lossmaking company within the EU is
possible, but the new Member State
is allowed to exclude the possibility
from claiming a tax loss incurred
outside its tax jurisdiction and
therefore prior to the transfer of tax
residency. Thus, the decision of the
ECJ takes into account the principle of
territoriality. An arbitrary offsetting of
losses is not possible under EU law.
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M&A Structures after
the EU Court of Justice
“Danish Judgments”
By Roberto M. Cagnazzo
The decision of the EU Court of
Justice (ECJ) in cases C-116/16 and
C-117/16 has provided important
clarifications on the abuse of law
and the notion of beneficial owner.
The question concerns the
withholding tax on dividends
paid by a Danish company to its
shareholder in Cyprus, by the latter
to its shareholder in Bermuda (by
way of interest on financing) and

GGI member firm
Studio Tributario Cagnazzo
Tax, Auditing & Accounting, M&A,
Corporate Finance
Turin, Italy
T: +39 011 580 8352
W: cagnazzo.com
Roberto M. Cagnazzo
E: roberto.cagnazzo@cagnazzo.com
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

finally to its US parent company.
This decision is important because
it highlights the extent to which
a multinational group can go
so far as to create corporate
structures designed to reduce the
withholding tax on intercompany
dividend distributions.
The Court, considering that the
abuse of law is a principle of
general application in the EU law,
states that taxpayers may not make
abusive use of the EU law. In front of

abusive practices, the EU countries
must deny the exemption of the
withholding tax on profits distributed
by a subsidiary to its parent company
(Directive 90/435) even in lack of
domestic or conventional provisions
providing for such denial.
The criteria to check the existence
of an abusive construction
are the following:
the presence of an “objective”
element showing that the objective
pursued by the law has not
been achieved despite formal
compliance with the EU law, and
the presence of a “subjective”
element showing the will to obtain
the advantage deriving from the
EU law by artificially creating the
necessary conditions to obtain it.

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.

Evidence of abuse of law may include
the use of intermediary companies
without economic reason or the purely
formal nature of the group structure,
financial construction and financing.
As a result of this change in the
ECJ view, non-residents investors
interested in carrying out in Italy
a M&A transaction will have to
carefully examine the use of an EU
holding or sub-holding company in
order not to lose the benefit of the
withholding tax exemption on profits
distributed by the Italian subsidiary
to its European parent company.

Indian Investment Income –
Income Tax Paradigm Shift
By Anjali Kukreja and Raghu Marwah
Globally, investors and companies
are attempting to move out of China
following the COVID-19 pandemic and
are analysing alternative jurisdictions
offering a high return on capital, low tax
costs, and ease of doing business. India
is seen as a very attractive destination
based on these investor criteria. The
world is today witnessing excess
liquidity, due to slashed interest rates
and different emergency measures
taken by various countries to counter
the pandemic-led economic fallout.
A lot of investors have channeled the
excess liquidity into emerging markets,
including the Indian stock market.
Indian markets saw inflows of USD
3 billion of overseas funds in the first
week of June 2020 alone. India has
the highest inflows since April 2020,
compared to other Asian countries like

GGI member firm
R.N. Marwah & Co. LLP,
Chartered Accountants
Advisory, Auditing & Accounting,
Corporate Finance, Tax
Bangalore, New Delhi, India
T: +91 11 4319 2000
W: rnm.in
Anjali Kukreja
E: anjali.k@rnm.in
Raghu Marwah
E: raghu.m@rnm.in
R.N. Marwah & Co. LLP is a CA firm
that was established in 1946 by Late Mr.
R.N. Marwah. Its head office is located
in Janpath, New Delhi (India). Four
major service divisions of the firm are
audit & business advisory services, tax
& regulatory services, legal & company

South Korea and Taiwan.
The World Investment
Report 2020, issued by
the UN Conference on
Trade and Development
(UNCTAD), stated that a
lower but positive economic
growth in India in the
post-pandemic period and
India’s large market will
continue to attract marketseeking investments to the country.
Apart from Foreign Institutional
Investors (FII) and Foreign Portfolio
Investors (FPI), India is attracting
foreign investors through the Foreign
Direct Investment (‘FDI’) route
(direct equity infusion), especially in
the digital-driven service, electronic,
and Food sectors. On the income
tax front, the Indian government has
removed the Dividend Distribution

Tax (‘DDT’) of 20.56% on dividends
paid by Indian companies, including
subsidiaries of foreign companies.
Hitherto, foreign investors faced high
tax costs as no tax credits were available
for DDT against tax payable on Indian
dividends in their countries and tax
treaties could not provide any relief.
However, now foreign investors can
avail from beneficial withholding tax
rates of 5/10/15% under the relevant
tax treaty as well as its tax credit.

Anjali Kukreja
law services and consultancy services. It
has been serving huge international and
domestic clientele since last 70 years.
Anjali Kukreja is a Manager at R.N.
Marwah & Co. LLP, headquartered
in New Delhi, and is an expert in
the field of International Tax, with a
keen interest in global M&A targeted
at the mid-market audience.
Raghu Marwah is the Managing Partner
at R.N. Marwah & Co. LLP, headquartered

Raghu Marwah
in New Delhi, and specialises in advising
and rendering consultancy services
to clients in relation to structuring
strategic investments, arranging Foreign
Direct Investments (FDI) – both debt
and equity and M&A services.
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Australian Temporary
Resident Rules
By David Lechem, Stephen
Jankelowitz and Robert Moylan
In this global world, incentives
are offered by some countries
to encourage investment and
immigration. Australian tax residents
are taxed on worldwide income
including income from assets
held indirectly through interests
in foreign companies or trusts. In
2006, Australia introduced a regime
where Australian tax residents who
are temporary residents can apply
significant tax concessions in respect
of their foreign income and gains.

GGI member firm
Ageis Accounting and Tax Pty Ltd
Advisory, Auditing & Accounting, Corporate
Finance, Fiduciary & Estate Planning, Tax
Sydney, Australia
T: +61 2 8123 1000
W: ageis.com.au
David Lechem
E: david@ageis.com.au
Stephen Jankelowitz
E: stephen@ageis.com.au
Robert Moylan
E: robert@ageis.com.au
Ageis delivers premium accounting, tax,
legal advice and family office services across
a wide range of global clients. We provide a
premium service across multiple disciplines
dealing with the complexities of global
families, their businesses and investments.
As your trusted advisors we partner
with you and your future generations.
As a Tax Lawyer for 19 years, David
Lechem has advised Australian and
international clients including private
clients, high net wealth individuals and
businesses in a range of industries.

Temporary resident

Tax concessions

A person is a temporary resident
if they hold a temporary visa
(and they or their spouse are not
treated as Australian residents
for the purposes of Australia’s
social security laws). These include
temporary work visas or significant
investment visas where a person
is required to either invest in an
Australian business or a specified
amount in a class of Australian
investments. These visas can be a
pathway to permanent residency and
potentially Australian citizenship.

Temporary residents who are
Australian tax residents are liable to
tax on their worldwide income but
subject to the following concessions:

David Lechem
David has extensive experience with
temporary resident clients and is well
placed to assist with their needs.
Stephen Jankelowitz is Director
and Co-Founder of Ageis. For over 20
years, Stephen has been the trusted
advisor to professionals, high net
wealth individuals and family groups
both locally and internationally. His
accounting and tax expertise have
helped his clients successfully manage
their financial and tax affairs.
Robert Moylan is Director, Accounting
and Tax, with Ageis. He has been a
trusted advisor to a range of Australian
and international clients for over 20
years. He is a Chartered Accountant,
specialised in taxation, accounting

ordinary and statutory income (but
not capital gains) derived from
sources outside of Australia is not
taxable, except income that relates
to employment or services provided
while a temporary resident;
disregard capital gains made in
respect of worldwide assets, other

Stephen
Jankelowitz

Robert Moylan
and business advisory services across
a range of clients and industries.

than interests (direct or indirect)
in Australian real property;
exempt from any deeming
provisions that seek to tax certain
undistributed income made by
foreign companies and trusts;
exempt from the obligation to pay
10% withholding tax on any interest
payments made to foreign lenders.
Tax is levied on their taxable income
up to 45% (applies on income over
AUD 180,001). Temporary residents
can also request an exemption from
the additional 2% Medicare Levy.
Australia, an island with closed
borders and a progressive regulatory
regime, has seen through the
worst of the global pandemic.
We see an increased desire for
immigration to Australia and the
opportunities that exist under these
visa classes are well placed.

Stricter Transfer Pricing
Rules in Germany?
By Bernhard Schwechel
A draft law was published regarding
the implementation of the Anti-Tax
Avoidance Directive (“ATAD draft bill”).
Reform of the
Arm’s Length Principle
Standardises the price setting
approach and abolishes the hierarchy
of transfer pricing methods: the
taxpayer has to choose the most
appropriate transfer pricing method.
Increased Sigificance
of Economic Analysis
The application of the interquartile

range – being state of the art
in today’s transfer pricing
practice – becomes part of the
German transfer pricing laws.
Business Restructurings
and the Transfer Package
The terms transfer package in case
of business restructurings and
intangible asset are legally defined.
The period for price adjustments
of transfer packages is reduced
from 10 to 7 years. In addition,
if the price fluctuation of the
transfer package does not exceed
20 %, the taxpayer is not obliged
to adjust the transfer price.

The OECD’s DEMPE Approach
Included is the OECD’s DEMPE
approach for intangible assets,
which postulates that an
analysis of the development,
enhancement, maintenance,
protection and exploitation of an
intangible asset is conducted.
Financial Transactions
So far, countries have not been able
to agree on a common approach
regarding financial transactions
on an OECD level. Therefore, the
German legislator decided to include
in the ATAD draft bill unilateral

...next page
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stipulations on whether and to
what extent interest payments are
deductible for tax purposes.
Advance Pricing Agreements
A new national legal basis for advance
pricing agreements applicable to
all international cases of potential
double-taxation is introduced.
Master File Threshold
Lowered to a Turnover of

GGI member firm
FACT GmbH
Wirtschaftsprüfungsgesellschaft
Tax, Auditing & Accounting, Advisory,
Corporate Finance, Fiduciary
& Estate Planning
Kassel, Germany
T: +49 561 316 6860
W: 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

EUR 50 Million from 2021 onwards
The threshold for the compulsory
creation of an overview
documentation for transfer pricing
for fiscal years starting after 31
December 2020 (i.e. 2021) is
reduced from EUR 100 million to
EUR 50 million annual turnover.
Electronic Filing of the Master File at
the End of the following Financial Year
The Master File is supposed to

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 is a Managing
Partner of FACT GmbHand 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.

be created on a yearly basis and
submitted electronically. Filing is
due at the end of the following
fiscal year at the latest.
Required Actions
Multinational groups should check
for possible effects of the current
ATAD draft bill. Therefore, the further
development of the implementation
process should be observed.

Bernhard
Schwechel

Summary of Levies
in the Nature of
‘Google Tax’ amongst
Different Jurisdictions
By Uditi Jain
While the solution for the problem
of digital taxation is yet to be
achieved at the global level through
the Organisation for Economic
Co-operation and Development,
what is happening currently is
that, given revenue considerations,
many countries have started taking
unilateral actions by way of taxing
digital transactions at their own
behest. This is ushered by their
belief that people in these countries

GGI member firm
Ashwani & Associates,
Chartered Accountants
Advisory, Auditing & Accounting,
Corporate Finance, Tax
Ludhiana, India
T:+91 98554 00428
W: ashwaniassociates.in
Uditi Jain
E: uditi.jain@ashwaniassociates.in
Ashwani & Associates is an audit, tax
and consulting firm with four offices in
India. Our clients range from emerging
entities to large corporations with huge
revenues. These include privately held
businesses, not-for-profit organisations
and publicly traded companies. We support
a local, national and
international client base.
Uditi Jain specialises in
corporate tax consulting in

contribute to the profits of companies
operating digitally through another
jurisdiction and accordingly the
government treasury should have a
share in the profits these companies
derive from their people.
When France started the ball rolling
by imposing a 3% tax on global
revenue generated by companies
providing digital interface services
to French users, the US retaliated by
threatening to impose huge tariffs
on French goods, pursuant to which

Uditi Jain
cross-border business between India and
abroad. She has a good experience and
vast working knowledge of various aspects
of international tax, transfer pricing, APA’s
and the like. Serving clients globally and
having worked in the existing kind of
direct tax branch, she offers pragmatic
solutions on a cost-effective basis.

both nations decided to delay the
imposition of the levies and reach for
a global consensus on the matter.
Nonetheless, there are countries
which have already introduced
similar levies, including Austria,
India, Italy, Turkey and the UK.
Austria has introduced a 5% tax on
revenue from online advertising
services. India has imposed a 2%
Digital Services Tax on e-commerce
supply and services, while Italy has
applied a 3% tax on revenues from
targeted advertising and digital
interface services and Turkey has
implemented at 7.5% tax on similar
services including social media. In the
UK, the government has introduced
a new 2% tax on the revenues
of search engines, social media
services and online marketplaces
which derive value from UK users.
There are other countries following
these footsteps and planning to also
introduce levies in the near future.
Brazil is considering a progressive
taxation on gross revenue from digital
services provided by large technology
companies. Further, the Czech
Republic and Spain are considering
taxing targeted advertising and
digital interface services at tax
rates of 7% and 3% respectively.
Tech companies – watch
out for taxing times!
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Termination of DTA between
Zambia & Mauritius
By Graeme Saggers
The Zambian Government announced
the termination of the Double
Taxation Agreement (“DTA”) between
the Government of the Republic of
Zambia and the Government of the
Republic of Mauritius on the 22nd of
June 2020 by way of a written notice
of termination given to Mauritius.
In terms of clause 1 of Article 28 of the
DTA, the parties to the agreement are
required to give notice to terminate by
30 June of the calendar year, provided
that the treaty has been in force for
a minimum of five years. In terms of
clause 2 of Article 28, the DTA will
cease to apply on the last day of the
calendar year of the country. Thus, the
treaty would cease to apply from 01
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for Nolands. He holds a BCom (Hons)
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January 2021 in Zambia and
01 July 2021 in Mauritius.

The reasons
for termination
The current DTA, which
came into force on 15 June
2012, gives full taxing
rights to the country of
residence of the receipt of
income. It covers income
from various specific
sources and provides for a
reduced rate of withholding
tax on dividends (5% if
the beneficial owner is a
company which holds at
least 25% of the capital of the company
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paying dividends, otherwise 15%),
interest (10%) and royalties (5%). With
the unbalanced treaty in place, the
Zambian Government appeared to be
“losing” taxing rights on cross-border
payments of dividends, interest and
royalties to residents of Mauritius.
Further reasoning is that management
fees are not specifically covered by
the DTA and therefore Zambia is not
allowed to charge a withholding tax
fee on management fees where there
is no physical presence in Zambia.

New DTA prospects
The Zambian Government
indicated that they intend to initiate
negotiations with Mauritius of a new
DTA. It is anticipated that the new
DTA will include higher withholding
tax rates, more balanced shared taxing
rights, and provide for inti-abuse
clauses to prevent the benefits of the
DTA being used solely to avoid tax.
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