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Highlights 

 

 Exposure Draft legislation to implement hybrid mismatch rules 

(including anti-hybrid rules for regulatory capital of Australian financial 

institutions) 

 Exposure Draft legislation to implement the tax framework for 

Corporate Collective Investment Vehicles 

 Deferral of the start date for proposed amendments to the “Taxation of 

Financial Arrangements” regime 

 

 

 PBOC, SAT and SAFE jointly issued the “Detailed Implementation Rules 

on the Due Diligence of Non-resident Financial Account Information in 

Tax Matters for Deposit-taking Institutions” 

 PBOC released “Standards on Report of Non-resident Financial Account 

Information in Tax Matters for Banks” and SAT, CBRC, CSRC and CIRC 

jointly released “Standards on Report of Non-resident Financial Account 

Information in Tax Matters” 

 CBRC would widen access to banking industry for foreign investors 

 PBOC along with CBRC, CSRC, CIRC and SAFE jointly released the 

“Draft Guidance on Regulating Asset Management Business of 

Financial Institutions” 

 

 

 Proposed Multilateral Approach for Implementing AEOI 

 IRD issues practice note on taxation of aircraft leasing activities 

 Hong Kong introduces BEPS bill marking a significant step up in its 

transfer pricing enforcement regime 

 

 

 CBDT issues clarification related to guidelines for establishing ‘Place of 

Effective Management’ in India 

 Cabinet gives approval for entering a tax treaty between India and the 

Hong Kong 

 

 Coming into effect of the new Protocol to the Indonesia-Netherlands 

Tax Treaty 

 New Indonesia-Armenia Tax Treaty 

 The passing of regulation on financial information access into Law 
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 Finance (No.2) Act 2017

 Pay As You Earn (“PAYE”), National Pension Fund (“NPF”) and National

Savings Fund (“NSF”)

 Tax Arrears Settlement Scheme (“TASS”)

 Common Reporting Standard (“CRS”)

 Significant legislative changes proposed to address Base Erosion Profit

Shifting (“BEPS”) concerns

 Tax Working Group to undertake a comprehensive review of the New

Zealand tax system

 Comprehensive Tax reform program under way

 Tax treatment arising from adoption of FRS109 for financial instruments

 The Government fiscal budget for 2018 was read in Parliament on 09

November 2017
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 Transfer Pricing law approved by Cabinet 

 

 

 New regulations on the sale of receivables from a finance lease contract 
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Legislative developments 

Hybrid mismatch rules – release of Exposure Draft legislation 

On 24 November 2017, the Treasurer released for consultation Exposure Draft (“ED”) legislation 

to counteract “hybrid mismatches”.  This follows the Government’s commitment in the May 

2016 Federal Budget to adopt the key recommendations set out in Action 2 of the OECD’s Base 

Erosion and Profit Shifting (“BEPS”) project following a review by the Board of Taxation.   

The hybrid mismatches to which the legislation is directed include hybrid financial instruments 

that are characterised as debt in one jurisdiction and equity in another, and hybrid entities that 

are treated as taxable in one jurisdiction but tax-transparent in another jurisdiction.  Such 

structures can give rise to double deductions (where deductions arise in more than one 

jurisdiction for the same payment) or deduction/non-inclusion outcomes (where payments are 

deductible in one jurisdiction but not assessable in the other).  

Where a hybrid mismatch arises, the legislation will either deny a deduction for an otherwise 

deductible payment, or tax a receipt which would otherwise be non-taxable.  The response 

depends on the tax treatment in the other jurisdiction, which could fluctuate over time and as 

more countries introduce hybrid mismatch rules.  

Consistent with the OECD recommendation, the rules in the ED include application to indirect or 

“imported” mismatches.  These types of mismatches can arise where there is a non-hybrid 

financing instrument, which is seen as “vanilla” debt by both the issuer and the holder, but the 

holder is separately a party to an “upstream” hybrid instrument.  This type of mismatch could 

encompass an Australian entity which has borrowed under vanilla debt, even where it has no 

knowledge of the upstream hybrid funding arrangements of its immediate lender and, if a broad 

interpretation is taken, could have a significant impact on the deductibility of any related party 

payments in Australia, including management fees and interest.  It was originally hoped that 

these hybrid mismatch rules would be wholly or partially deferred until other countries introduce 

their mismatch rules (to reduce the compliance burden on taxpayers), but unfortunately this 

approach has not been adopted in the ED.  Nevertheless, there is a possibility that the imported 

mismatch rules may be partially deferred following consultation.  

The ED reflects Australia’s adoption of the full suite of mandatory OECD recommendations in 

the Action 2 report, with a few variations such as a more concessionary treatment for timing 

mismatches. 

In the same media release, the Treasurer also announced that new targeted integrity rules will 

be developed to deal with multinational groups that try to circumvent the hybrid mismatch rules 

in a manner which achieves double non-taxation outcomes (for example, by using financing 

arrangements through interposed entities in zero-tax countries) which may also impact 

restructuring using a territorial regime such as Singapore or Hong Kong.   

The hybrid mismatch rules are proposed to commence 6 months after the legislation receives 

Royal Assent. 

 

 

https://treasury.gov.au/consultation/c2017-t237040/
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Anti-hybrid rules for regulatory capital of Australian financial institutions – Exposure Draft 

legislation 

The ED legislation released by the Treasurer on 24 November 2017 is also designed to eliminate 

hybrid tax mismatches that occur in cross-border transactions involving regulatory capital of 

Australian financial institutions known as Additional Tier 1 (“AT1”) capital (e.g. perpetual notes 

and certain convertible notes).   

Under current law, tax mismatches arise because AT1 capital is usually treated as equity for 

Australian tax purposes (and therefore, returns on these instruments are frankable, such that 

Australian investors obtain tax relief in the form of franking credits), yet they are treated as debt 

for tax purposes in many overseas jurisdictions such as New Zealand and the UK (and returns on 

the instruments are therefore deductible in those jurisdictions to the issuer). 

The provisions in the ED are intended to achieve their objective by preventing returns on AT1 

capital from carrying franking credits where such returns are tax deductible in a foreign 

jurisdiction.  

The provisions in the ED are broadly consistent with the Government's previous announcement 

in May 2017 as part of the Federal Budget, although there are some mechanical changes.  

This measure is proposed to apply to returns on AT1 instruments paid after the expiry of 6 

months from Royal Assent of the amending legislation.  However, as transitional relief, where an 

AT1 instrument has been issued before 9 May 2017, the measure will not apply to returns paid 

before the instrument’s next available ‘call date’ occurring on or after 9 May 2017.  

Branch mismatch arrangements – Government announcement 

The Treasurer’s media release dated 24 November 2017 also confirmed that the Government 

would be adopting the recommendations of the OECD report released in July 2017 regarding 

branch mismatch hybrid arrangements.  The OECD’s report had recommended that countries 

address double non-taxation outcomes that arise due to differences in the tax treatment of 

dealings within the same legal entity (e.g. dealings between a head office and a foreign branch) 

to bring the treatment of these arrangements in line with the treatment of hybrid mismatch 

arrangements.   

This will be of interest to financial institutions that operate through branches where cross-

jurisdictional mismatches arise.  Separate ED legislation for the branch mismatch measures is 

expected to be released for consultation with stakeholders.  These rules are expected to 

commence at the same time as the general hybrid mismatch rules. 

Tax framework for Corporate Collective Investment Vehicles – release of Exposure Draft 

legislation 

On 20 December 2017, the Federal Government released for consultation the ED legislation to 

implement the tax framework for corporate collective investment vehicles (“CCIVs”).  This ED 

builds on the earlier ED released in August 2017 which set out the Australian regulatory 

framework for the CCIV regime. 

The CCIV will be a new type of corporate vehicle that satisfies certain regulatory requirements.  

It is intended to be recognisable internationally by foreign investors, and has broadly been 

modelled on equivalent foreign CIV regimes.  

Broadly speaking, the proposed tax framework aims to align the tax treatment of CCIVs with the 

pre-existing attribution regime for Attribution Managed Investment Trusts (“AMITs”).  To this 

end, the ED introduces the concept of an attribution CCIV (“ACCIV”).  Eligibility and tax 

treatment is similar to the AMIT regime.  In general terms, an ACCIV will be treated as a fiscally 

transparent entity under a "character flow-through" model for Australian tax purposes.   

It will be possible for an existing eligible AMIT to choose to transition into an ACCIV.  In those 

circumstances, tax roll-over relief will be available on a ‘like for like’ basis to ensure that the 

investors are not disadvantaged by the restructure. 

The tax framework for CCIVs is proposed to apply for income years commencing on or after 1 

July 2018 (to coincide with implementation of the regulatory framework). 

 



© 2018 KPMG Tax Services Limited, a Hong Kong limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG International 

Cooperative ("KPMG International"), a Swiss entity. All rights reserved. 

 

General tax update for financial institutions in Asia Pacific 

 

7      

Asia Region Funds Passport – revised Exposure Draft legislation 

On 20 December 2017, Treasury released for further consultation a revised version of the ED 

legislation for Australia’s adoption of the Asia Region Funds Passport (the “Passport”).  

By way of background, the Passport is a common regulatory framework that will facilitate cross-

border marketing and distribution of retail managed funds.  Australia, Japan, Korea, New Zealand 

and Thailand are signatories to the Passport’s Memorandum of Cooperation, which took effect 

on 30 June 2016. 

Compared to the first version of the ED (which had been released on 25 August 2017), the 

revised version includes minor changes, as well as new provisions to: 

 address the treatment of notified foreign passport funds; 

 prohibit such funds from issuing debentures in Australia; 

 require such funds to provide various reports to investors in Australia; and 

 provide the disclosure, financial reporting, distribution and licensing frameworks for 

notified foreign passport funds. 

The Australian tax framework for the Passport has not been included in the revised ED.  Draft 

consequential amendments to the tax law are expected to follow in the coming months.   

Proposed amendments to the TOFA regime – deferral of the start date  

On 22 December 2017, the Minister for Revenue and Financial Services announced that the 

Government will defer the start date of the proposed changes to the “Taxation of Financial 

Arrangements” (“TOFA”) regime which had been announced in the 2016-17 Budget.  

Previously, the changes had been expected to apply to income years commencing on or after 1 

January 2018.  The changes will now commence from income years that begin after Royal 

Assent of the amending legislation. 

Broadly, the proposed TOFA reforms were to simplify the existing regime that applies to set the 

tax timing (and in some cases tax character) of gains and losses from financial arrangements; 

and to introduce broader tax-hedging rules, likely to be of particular interest for funds undertaking 

portfolio hedging. 

GST treatment of digital currency – enactment of legislation 

On 30 October 2017, the Treasury Laws Amendment (2017 Measures No. 6) Act 2017 received 

Royal Assent.  This Act amended the Goods and Services Tax (“GST”) regime to ensure that 

supplies of digital currency receive equivalent treatment under the GST regime to supplies of 

money (particularly foreign currency).  Under the changes, supplies and acquisitions of digital 

currency are disregarded for GST purposes, unless the supply or acquisition is itself made in 

exchange for money or digital currency. 

These amendments apply to supplies and payments made after 30 June 2017.  

In response to these amendments, on 18 December 2017, the Australian Taxation Office 

(“ATO”) withdrew GST Ruling 2014/3, in which the ATO had expressed the view that bitcoin is 

not money for GST purposes.  As a consequence of its withdrawal, that ruling ceased to apply to 

transactions entered into after 30 June 2017. 

These developments are expected to remove a deterrent to the use of digital currency in 

Australia by providing GST treatment that is consistent with money. 

Fintech tax incentive – release of Exposure Draft legislation 

On 31 October 2017, the Federal Government released ED legislation for public consultation 

regarding proposed amendments to: 

 the Tax Incentive for Early Stage (angel) Investors; 

 the Venture Capital Limited Partnership (“VCLP”) regime; and  

 the Early Stage Venture Capital Limited Partnership (“ESVCLP”) regime. 
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The Government has acknowledged that Australia’s Fintech sector is currently restricted, as the 

existing tax incentive for investors does not provide concessional tax treatment for VCLPs and 

ESVCLPs investing in start-up Fintech firms.  The proposed changes seek to address this issue 

by ensuring that start-up Fintech businesses can access the venture capital investment tax 

concessions. 

Specifically, the proposed amendments are designed to: 

 ensure that ESVCLPs and VCLPs are able to invest in companies that have finance or 

insurance activities as their predominant activities, provided that they are early stage 

companies (such as start-up Fintech businesses); and 

 correct some technical issues with the concessions so that they operate as intended. 

Other developments 

Government rejects extension of the GST RITC scheme to mutuals 

On 22 December 2017, Treasury released a document which indicates that neither the Federal 

Government nor State and Territory officials support the extension of the GST reduced input tax 

credit (“RITC”) scheme for credit union services to cover mutual building societies and mutual 

banks.  The RITC scheme allows credit unions to claim a refund of 75% of the GST paid on 

certain acquisitions that relate to their financial supplies. 

The Customer Owned Banking Association (“COBA”) had previously made a submission for the 

RITC scheme to be extended to mutual building societies and mutual banks. 

The Government believes that the policy rationale of "levelling the playing field between 

credit unions and other financial institutions may no longer be relevant".  According to the 

Government, the RITC scheme was originally intended to recognise that credit unions were, at 

the time, typically small entities that needed to outsource more services than other financial 

institutions, and thus should be entitled to an RITC in respect of those services.  However, this 

policy justification seemingly becomes progressively weaker as the industry consolidates and 

these entities become larger and their need to outsource is reduced. 

Back to top  
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Legislative developments 

On 18 December 2017, PBOC, SAT and SAFE jointly issued the “Detailed Implementation 

Rules on the Due Diligence of Non-resident Financial Account Information in Tax Matters 

for Deposit-taking Institutions”, Yin Fa (2017) No. 278 (“Circular 278”).  

Prior to this, SAT, MOF, PBOC and other authorities jointly released “Measures on the Due 

Diligence of Non-resident Financial Account Information in Tax Matters”, Announcement 

(2017) No. 14 (“Announcement 14”). Announcement 14 stipulates the principles and 

procedures for financial institutions established in China to follow, and to identify any reportable 

non-residents of China that hold financial accounts with the institutions and to collect the 

required financial account information for the Chinese authorities. It came into force from 1 July 

2017 with the first online registration deadline being 31 December 2017, followed by an annual 

reporting deadline of 31 May 2018. 

Circular 278 further clarifies some basic definitions, clauses related to Individual and Entity 

Account Due Diligence, and other compliance requirements, including: 

 Obligations of the account holder; 

 Situations where information provided on the self-certification form of individual/entity 

account holder is inconsistent with other information; 

 Obligations of a partnership which claims that it does not have a tax resident identity. 

Meanwhile, the PBOC released “Standards on Report of Non-resident Financial Account 

Information in Tax Matters for Banks” Yin Ban Fa (2017) No. 206 (“Circular 206”), and SAT, 

CBRC, CSRC and CIRC jointly released “Standards on Report of Non-resident Financial 

Account Information in Tax Matters”, Shui Zong Ban Fa (2017) No. 164 (“Circular 164”). 

Circular 206 is applied to banks and Circular 164 is applied to other financial institutions in trust, 

securities and insurance industry. 

Circular 206 specifies in standards on the exchange of data, while Circular 164 specifies in the 

following: 

 Registration and nil filing of financial institutions; 

 Timeline and content of the report; 

 Language, content, format, naming convention and encryption of files; 

 Difference between reporting  new accounts and existing accounts. 

Other developments 

On 10 November 2017, a press conference was held to introduce the economic objectives 

agreed during the China-US presidential meeting, primarily including the following: 

 To ease the proportion limitations on foreign investment in securities brokerages, 

futures companies, and fund management companies to 51%, and then with the 

objective of removing the limit in three years' time; 

 To lift the proportion restrictions, currently set at no more than 20% and 25%, on 

foreign single and joint shareholding respectively in Chinese banks and financial asset 
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management companies. The rules that govern foreign and domestic investment in the 

banking sector will become the same going forward; 

 To lessen the proportion limit to 51% on single or multiple foreign investment into life 

insurance companies in three years' time and to lift the limit entirely in five years. 

Later on 13 December 2017, CBRC released a newsletter on its website, stating that as 

approved by State Council, it would ease proportion limitations on foreign investment in Chinese 

banks (except private banks) and financial asset management companies. After that, CBRC 

would go on widening access to banking industry for foreign investors on the types of business 

activities, as well as optimizing the regulatory rules. 

On 17 November 2017, PBOC along with CBRC, CSRC, CIRC and SAFE jointly released the 

“Draft Guidance on Regulating Asset Management Business of Financial Institutions” 

(“the Draft”), which sought public opinions with the feedback deadline being 16 December 

2017.  The Draft establishes unified regulatory standards based on the type of asset 

management products in order to eliminate inconsistency or arbitrage opportunity, meanwhile 

create a sound regulatory environment and healthy development of the industry.  In addition, it 

clarifies: 

 The definition of asset management business; 

 Types of asset management products; 

 Prohibition of non-financial institutions from launching or selling asset management 

products; 

 Prohibition of financial institutions from making principal guaranteed commitment and 

making up for shortfall of funds at redemption; 

 Operational requirements of asset management products. 

 

                                                                                                              Back to top  
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Legislative developments 

New tax measures proposed in Hong Kong Chief Executive’s 2017 Policy Address 

On 11 October 2017, Carrie Lam, the Chief Executive of Hong Kong, gave her first policy 

address (2017 Policy Address) to the Legislative Council. The annual address is an opportunity 

for the Government to lay out its plans for future policy initiatives and programmes. In her 

address, the Chief Executive laid out a wide range of measures to enhance the economy and 

address various social issues. Included in the proposals are a number of profits tax related 

proposals, in particular: 

  Progressive Profits Tax regime for companies 

  R&D Incentives 

For our tax alert, please refer to the link here  

Proposed Multilateral Approach for Implementing AEOI 

The Hong Kong Government gazetted the Inland Revenue (Amendment) (No. 5) Bill 2017 on 6 

October 2017.  The Bill will give effect to the Multilateral Convention on Mutual Administrative 

Assistance in Tax Matters (MCAA) in Hong Kong, and amend the Inland Revenue Ordinance 

(IRO) to comply with the OECD’s requirements under the Common Reporting Standard (CRS). 

CRS provides for the automatic exchange of information (AEOI) between tax authorities in 

participating jurisdictions concerning financial accounts held by residents of one jurisdiction in 

the other jurisdiction. 

The Bill will amend the IRO to empower the Chief Executive in Council to give effect to any tax 

arrangement made by Hong Kong with more than one government of any territory outside Hong 

Kong, or made by Mainland China and applied to Hong Kong (The latter includes the MCAA 

signed by China which deals with AEOI).  This will accelerate the pace of AEOI between Hong 

Kong and other CRS jurisdictions. 

The Bill also proposes to clarify the criteria for defining an exempt collective investment vehicle 

which may be treated as a non-reporting financial institution.  In particular, if any of the interests 

in the investment entity is held by (or through an entity that is) a passive NFE, and any one of the 

controlling persons of the passive NFE is a reportable person, the investment entity will no 

longer qualify for exemption. 

Other proposed changes under the Bill include: 

 clarifying the definitions of annuity contract, cash value, depository account, financial 

account, pre-existing account and specified insurance company; 

 aligning the record keeping requirements with the CRS; 

 clarifying the criteria for a qualified credit card issuer to be treated as a non-reporting 

financial institution; and 

 clarifying the due diligence procedures for dormant accounts and determining the 

residence of controlling persons of a passive NFE 

https://home.kpmg.com/cn/en/home/insights/2017/10/tax-alert-17-hk-new-tax-measures-proposed-in-hk-chief-executive-2017-policy-address.html
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Separately, the Bill seeks to amend the tax treaty between Hong Kong and New Zealand so that 

AEOI can be implemented on a bilateral basis between these two jurisdictions even before the 

MCAA comes into effect in Hong Kong. 

Please refer to the link http://www.legco.gov.hk/yr17-18/english/bills/b201710061.pdf for the full 

content of the Bill. 

IRD issues practice note on taxation of aircraft leasing activities 

On 27 October 2017, the IRD released Departmental Interpretation and Practice No. Note 54 – 

Taxation of Aircraft Leasing Activities (“DIPN 54”).  DIPN 54 clarifies various tax issues 

concerning the application of the new concessionary tax regime for aircraft leasing which was 

introduced in July 2017. To recap, the main tax concessions are as follows: 

 Aircraft leasing income earned by “qualifying aircraft lessors” is taxed at 1.65% of net 

rental receipts (This is achieved by applying a tax rate of 8.25% - i.e. one half of the 

normal Hong Kong profits tax rate - to 20% of the gross rental receipts less deductible 

expenses such as funding costs, but excluding tax depreciation). 

 An 8.25% tax rate applies to “qualifying aircraft leasing management activities”.  This is 

widely defined to include, in addition to the standard lease management activities of 

procuring and leasing aircraft, a range of financing activities such as providing loans to 

associated companies to acquire aircraft, providing loans to airlines to acquire aircraft 

from qualifying lessors and providing residual value guarantees. 

For our tax alert, please refer to the link here  

Hong Kong introduces BEPS bill marking a significant step up in its transfer pricing 

enforcement regime 

On 29 December 2017, the Inland Revenue (Amendment) (No. 6) Bill 2017 (BEPS bill) was 

gazetted (Please refer to the link http://www.gld.gov.hk/egazette/english/gazette/disclaimer.php  

for the full content of the Bill), thereby introducing a mandatory transfer pricing regime and anti-

BEPS changes to Hong Kong.  The BEPS bill marks a significant step up in Hong Kong’s transfer 

pricing enforcement regime. 

On the basis of the arm’s length principle, the Hong Kong government proposes fundamental 

transfer pricing rules which empowers the Inland Revenue Department (IRD) to adjust the profits 

or losses of an enterprise where the actual provision made or imposed between two associated 

persons departs from the provision which would have been made between independent persons 

and has created a tax advantage. 

The introduction of the mandatory documentation requirements based on the three-tiered 

approach of Country-by-Country (CbCR) Reporting, Master File and Local File remains the most 

significant proposal since the release of the Consultation Report on Measure to Counter BEPS 

(Consultation Report) back in July 2017.  The BEPS bill also provides further details into the 

Advance Pricing Arrangement (APA) programme and other related provisions.  

In addition, the 2017 version of the OECD’s transfer pricing guidelines is cited in the BEPS bill as 

the version to follow along with the OECD Model Tax Convention on Income and on Capital. 

For our tax alert, please refer to the link here. 
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Legislative developments 

CBDT issues clarification related to guidelines for establishing ‘Place of Effective 

Management’ in India 

After the final POEM guidelines were released, there were concerns that POEM may be triggered 

by multinational companies with regional headquarters merely on the grounds that certain 

employees had international responsibilities or oversight over the operations in other countries 

working from India.  The CBDT has now clarified that the activities of regional headquarters in India 

alone will not be a basis for the establishment of POEM in India.  This is a welcome clarification.  It 

will help multinational companies with regional headquarters for specified activities in India.  

The circular also states that the provisions of GAAR may get triggered where such clarification is 

found to be used for abusive/aggressive tax planning.  

For detailed analysis, please refer to the link here for the Flash News dated 24 October 2017.  

Cabinet gives approval for entering a tax treaty between India and the Hong Kong 

The Union Cabinet has given its approval for a tax treaty between India and the Hong Kong Special 

Administrative Region of China for the Avoidance of Double Taxation and the Prevention of Fiscal 

Evasion with respect to taxes on income. 

CBDT clarifies that indirect transfer provisions shall not apply to a non-resident on account 

of redemption or buy- back of its share or interest held indirectly in specified funds 

CBDT has issued a circular clarifying that the provisions of indirect transfer shall not apply in 

respect of income accruing or arising to a non-resident on account of redemption or buy-back of its 

share or interest held indirectly (i.e. through upstream entities registered or incorporated outside 

India) in the specified funds (i.e., Category I AIF, Category II AIF, Venture Capital Funds and 

Venture Capital Company), if such income accrues or arises from or in consequence of transfer of 

shares or securities held in India by the specified funds, and  such income is chargeable to tax in 

India.  However, such benefit shall be applicable only in those cases where the proceeds of 

redemption or buyback arising to the non-resident do not exceed the pro-rata share of the non-

resident in the total consideration realised by the specified funds from the said transfer of shares 

or securities in India.  It is further clarified that a non-resident investing directly in the specified 

funds shall continue to be taxed as per the extant provisions of the Act.  

The CBDT circular is a welcome step for the private equity and venture capital industry and is 

partly in line with the announcement made by the Finance Minister in his Budget 2017 speech.  It 

provides indirect transfer exemption only for indirect/ultimate investors in specified funds.  The 

benefit of exemption has not been extended to indirect investors in entities other than specified 

funds (such as FDI, FVCI, Category III AIF and Category III FPI entities) and accordingly, indirect 

transfer provisions continue to apply to investors in such entities.  While the circular provides relief 

for certain types of foreign investment routes, the benefit should also be extended to other foreign 

investment routes wherein income has been charged to tax in India.  Therefore, non-resident 

investors in specified funds need to analyse the eligibility under the circular to claim its benefit 

against their Indian tax liability.  

For detailed analysis, please refer to the link here for the Flash News dated 13 November 2017. 

 

 

http://www.in.kpmg.com/TaxFlashNews-INT/KPMG-Flash-News-CBDT-issues-clarification-related-to-guidelines-for-establishing-POEM-1.pdf
http://www.in.kpmg.com/TaxFlashNews-INT/KPMG-Flash-News-CBDT-clarifies-that-indirect-transfer-provisions-1.pdf
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Tax court case summaries 

Amendment in the Income-tax Act does not affect the provisions of the tax treaties unless 

the same are included in the tax treaty 

The Mumbai Income-tax Appellate Tribunal in the case of Bank of India held that any notification or 

circular cannot alter the nature of income that has been specifically included in tax treaties.  The 

tax authorities treated the business income and house property income as one source of income 

for tax purposes.  However, the India-Kenya tax treaty contains two different Articlesfor ‘business 

income' and ‘house property income'.  The Tribunal observed that an amendment in a section of 

the income-tax Act would not affect the provisions of applicable tax treaties unless the same are 

ratified by both the signatories of the tax treaty.  Accordingly, it was held that under Article 6 of the 

tax treaty house property income should be taxed in Kenya and not in India. 

For detailed analysis, please refer to the link here for the Flash News dated 17 November 2017. 

Taxpayers incorporated in and liable for tax in the UAE are eligible for the India-UAE tax treaty 

benefit 

The Rajkot Income-tax Appellate Tribunal in the case of Martrade Gulf Logistics FZO-UAE held that 

since the taxpayer is liable to tax in the UAE by virtue of its incorporation in UAE, it is eligible for 

the India-UAE tax treaty benefit.  The tie breaker rule with respect to residential status of the 

taxpayer comes into play when the taxpayer is resident of both the states, i.e. India and UAE 

which is not the case in a recent decision. 

Further, the Tribunal also held that the benefit of the India-UAE tax treaty cannot be denied to the 

foreign shipping company by applying LOB provisions, since such a company has bona fides 

business activities in the UAE.  The Tribunal held that LOB provisions under the tax treaty would 

be applicable only when the main purpose or one of the main purposes of the creation of an entity 

was to obtain benefits of the tax treaty which would otherwise not be available.  The Tribunal on 

the basis of incorporation certificate, TRC, etc held that the taxpayer is a resident of UAE.  Further 

the LOB Article (Article 29) under the tax treaty is not applicable to the taxpayer because whether 

the company was formed in UAE or in Germany, would not have made any material difference so 

far as the non- taxability of the said income in India is concerned.  The Tribunal also held that the 

benefits of the India-UAE tax treaty are to be declined under Article 29 only when creation of an 

entity is part of manoeuvring, wholly or mainly, to obtain the benefits of the India-UAE tax treaty 

which would not be otherwise available.  

Accordingly, the Tribunal held that the taxpayer is eligible for India-UAE tax treaty benefit.  

For detailed analysis, please refer to the link here for the Flash News dated 11 December 2017. 

Glossary: 

ACT Income Tax Act, 1961 

AIF Alternate Investment Fund 

CBDT Central Board of Direct Taxes 

FDI Foreign Direct Investment 

FPI Foreign Portfolio Investor 

FVCI Foreign Venture Capital Investor 

GAAR General Anti Avoidance Rule 

LOB Limitation of Benefit 

POEM Place of Effective Management 

TRC Tax Residency Certificate 
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Legislative developments 

Protocol to the Indonesia – Netherlands Tax Treaty enters into force 

Indonesia and The Netherlands signed a new Protocol to their Tax Treaty on 30 July 2015.  On 14 

June 2017, the Indonesian Government sent Diplomatic Notes to the Netherlands embassy in 

Jakarta confirming the ratification of the said Protocol.  

This Protocol was recently confirmed by the Director General of Taxation through Circular Letter 

No. SE-30/PJ/2017 the purpose of which is to notify the coming into effect and effective 

applicability of the Protocol, as follows: 

a) The Protocol shall come into effect on the first day of the second month following the 

date on which each Government has notified each other in writing via diplomatic channel 

(in this case, the date is 1 August 2017); and 

 

b) Provisions stated on the Protocol shall come into effect for the first time against the 

amount paid or credited on or following the first day of the next second month following 

the date on which the Protocol is effectively applicable (in this case, on or following 1 

October 2017). 

The most notable changes, revisions and additions to the Tax Treaty made by The Protocol are: 

1. Dividend withholding tax rate revisions 

Under the current Tax Treaty, a 10% withholding tax is applied to dividends paid or payable by an 

Indonesian tax resident taxpayer to a shareholder tax resident in The Netherlands. 

Under the Protocol, the withholding tax rates are as follows: 

– 5% withholding tax, if the shareholder owns at least 25% of the capital of the dividend 

paying company; 

– 10% withholding tax, if paid to pension funds; and 

– 15% withholding tax, for all other cases 

2. Interest withholding tax rate revisions 

Under the current Tax Treaty, a 10% withholding tax rate is applied to interest paid by an 

Indonesian resident to a tax resident of the Netherlands or a 0% rate if the lender is the 

Government of the Netherlands, if the interest paid relates to a loan made for more than 2 years or 

if the interest paid relates to the sale on credit of industrial, commercial or scientific equipment. 

Under The Protocol the withholding tax rate increases to 5% of interest paid on a loan made for 

more than 2 years or is paid in connection with the sale on credit of industrial, commercial or 

scientific equipment. 

3. Mode of application 

The Protocol states that no mutual agreement is required between the Competent Authorities on 

the mode of application of the dividend, interest and royalty articles of the Tax Treaty. 
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4. The use of OECD Commentary 

Subject to reservations, observations or positions made by the Competent Authorities, the 

provisions of the Tax Treaty are identical, or in substance similar, to the provisions of the OECD 

Model Tax Convention on Income and on Capital, in accordance with the OECD Commentary, at 

the time The Protocol is approved and any subsequent clarifying modifications to the Commentary. 

The Protocol specifically mentions that the two Competent Authorities will interpret the term 

‘beneficial owner’ used in the Tax Treaty in accordance with the interpretation thereof as published 

by the OECD at the time the Protocol is approved and any subsequent clarifying modifications of 

such OECD interpretation. 

5. Exchange of information expansion 

Article 28 on the exchange of information is replaced in its entirety.  The changes broaden the 

application of exchange of information to include information which is ‘foreseeable relevant’ and 

may be needed for taxes not covered by the Tax Treaty. 

The Protocol further requires Competent Authorities to use their information gathering measures 

to obtain the requested information, even though the Competent Authority may not need such 

information for its own tax purposes. 

A Competent Authority is not permitted to decline supplying information because the information 

is held by a bank, another financial institution, a nominee or a person acting in an agency or 

fiduciary capacity or because it relates to an ownership interest in a person. 

6. New assistance in the collection of taxes 

The Protocol introduces a new Article in the Tax Treaty which obligates the Competent Authorities 

to lend assistance to each other in the collection of revenue claims of more than EUR 1,500.  The 

term “revenue claim” includes taxes of every kind imposed by the Competent Authorities, 

including interest, administrative penalties and cost of collection related to such amount. 

Protocol to the Indonesia – Armenia Tax Treaty enters into force 

On 13 October 2005, Indonesia and Armenia signed a Tax Treaty which was ratified by Presidential 

Decree No. 22 Year 2016 on 8 March 2016.   

On 8 April 2016, the Indonesian Government sent Diplomatic Notes to Armenia which marks the 

entry into force of this Tax Treaty.  Recently, on 26 July 2017, the Director General of Taxation 

released Circular Letter No. SE-19/PJ/2017 to announce this.  The Tax Treaty will affect income 

paid or credited on or after 1 January 2017. 

A summary of the notable articles Tax Treaty between Indonesia and Armenia are as follows: 

1. Dividends taxable at the rate of 10% - for a company that holds at least 25% of the 

shares. 

2. Dividends taxable at the rate of 15% - for all other cases. 

3. Interest taxable at a maximum rate of 10%. 

4. Royalties taxable at a maximum rate of 10%. 

5. Branch profit tax at the rate of 1% - this rate is not applicable for production sharing 

contracts or any other similar contracts in the oil, gas, mining and other similar industries, 

nor it is applicable to state agencies and state-owned enterprises in these specific 

industries. 

For points 1 to 4, only the beneficial owners of the above income are to be acknowledged as the 

parties that are entitled to the Tax Treaty benefits. 

The passing of regulation on financial information access into Law 

Government Regulation In Lieu of Law No. 1 Year 2017 (“GRL 1/2017”) on the Financial 

Information Access for Tax Purposes was regulated on 8 May 2017.  This regulation allows 

Director General of Taxation to access information from institutions as well as to fulfil Indonesia’s 

commitment to the Automatic Exchange of Financial Account Information.  The Indonesian 
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Parliament and Government have recently passed the above GRL 1/2017 into Law No. 9 Year 2017 

which was officially released on 23 August 2017. 
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Legislative developments 

Corporate Income Tax 

1. New Top Tax Bracket and Corporate Income Tax Rate 

The new top tax bracket was proposed at 25% rate for tax base exceeding KRW 200 billion.  

Under the enacted CITL, the top tax bracket became effective but the tax base applicable to the 

25% CIT rate has been increase to KRW 300 billion.  The table below summarizes the CIT rate for 

each relevant tax base effective from January 1 2018.  

2. New Tax Regime for Promotion on Investment and Collaborative Cooperation (by 

termination of Tax Regime for Corporate Earning Recirculation)  

Under the current Corporate Income Tax Law, a corporate taxpayer whose capital is more than 

KRW 50 billion or is an affiliate of an enterprise group that is subject to the cross shareholding 

restriction rules are levied a 10% additional corporate tax on the current year’s earnings (“the 

excess earning”) that is considered not being recirculated into economy as investment, dividend 

distributions or wages, etc.  (“Corporate Earning Recirculation Tax Regime”)  

Companies subject to the Corporate Earning Recirculation Tax Regime may elect one of the 

following methods to compute the 10% additional corporate income tax on the excess earning 

(i.e. un-recirculated earnings);  

(a) [the current year’s income×80% - (investment + wage increase + dividend, etc.)] ×10% tax 

rate; or  

(b) [the current year’s income×30% - (wage increase + dividend, etc.)]×10% tax rate.   In 

calculating such excess earning, the different weighed value should be applied to the respective 

deduction items (i.e. investment: 1, wage increase: 1.5, dividend: 0.5). 

The Corporate Earning Recirculation Tax Regime is a temporarily introduced provision which was 

terminated as of December 31, 2017.  In this respect, a new tax regime under the Tax Incentive 

Limitation Law for the purpose of promoting the company’s investment and collaborative 

cooperation between employer and employees (“Tax Regime for Promotion on Investment 

and Collaborative Cooperation”) has been effective from January 1, 2018.  

The Tax Regime for Promotion on Investment and Collaborative Cooperation is based on the 

Corporate Earnings Recirculation provision in many aspects, but details including the calculation 

of excess earnings are yet to be enacted.  However, the proposal for the calculation method of 

Tax Base Current Rates Amended Rates 

KRW 200 million or less 10% 10% 

KRW 200 million ~ KRW 20 billion 20% 20% 

KRW 20 billion ~ KRW 300 billion 

22% 

22% 

More than KRW 300 billion 25% 
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the excess earning is also similar to the Corporate Earning Recirculation provision with exceptions 

where:  

(i) qualifying investment does not include land,  

(ii) dividend is no longer considered as deduction,  

(iii) the current year’s income is capped at KRW 200 billion  

(iv)  the additional tax rate on the excess earning is increased to 20% from 10%, and 

(v) the weighted value for deduction items is changed.    

3. Limitation of Utilization of Tax Loss Carry-forwards for Large Corporations 

The proposed tax revision provided that the tax loss incurred in the fiscal year commencing on or 

after January 1, 2018 be utilized to offset only up to 60% of the future taxable income, and the 

tax loss incurred in the fiscal year commencing on or after January 1, 2019 is subject to 50% 

limitation on the utilization.  

Under the revised enacted CITL, the tax loss incurred in the fiscal year commencing on or after 

January 1, 2018 can be utilized to offset only up to 70% of the future taxable income, and the tax 

loss incurred in the fiscal year commencing on or after January 1, 2019 is subject to 60% 

limitation on the utilization.   

Law of Coordination of International Tax Adjustment 

1. Reduced Reporting Threshold for Overseas Financial Accounts 

Under the current tax law, a Korean resident or a domestic company holding a foreign financial 

account is required to report relevant information of the foreign financial accounts, such as name 

of the account holder, account number, name of the financial institution, the amount of maximum 

balance during the year, etc.  to the competent tax authorities by June 1 of the following year, if 

the balance in the foreign financial accounts exceeds KRW 1 billion as at the end of every month 

during the year.   

The revised tax law provides that such reporting threshold amount is reduced from KRW 1 billion 

to KRW 0.5 billion.  

This new rule will apply to the foreign financial accounts held in 2018. 

2. Penalty for Failure to Properly Report Combined Report of International 

Transactions / Intercompany Transaction Statements 

Under the current tax law, a domestic company is required to submit Master File and Local File 

and Country-by-Country report (collectively “Combined Report of International Transactions”) 

within 12 months from the end of the fiscal year, if the amount of transaction with foreign related 

parties or amount of the taxpayer’s sales exceeds certain threshold.  In case the taxpayer fails to 

submit all or part of the Combined Report of the International Transactions or submits fictitious 

Combined Report of International Transactions, a penalty of KRW 30 million will be imposed.   

The revised tax law provides that the penalty for failure to file a Combined Report of International 

Transaction will be imposed at KRW 10 million per report.   

Under the current tax law, a domestic company is required to submit Intercompany Transaction 

Statements by the filing due date of corporate income tax return.  Partial or total failure to report 

will result in a penalty of KRW 10 million.   

Under the revised tax, the penalty for failure to submit Intercompany Transaction Statements is 

KRW 5 million per corresponding foreign related party.  

3. Restriction on Deduction of Interest Expense for Mismatched Hybrid Financial 

Instruments 

The new tax law related to restriction on deduction of interest expense for mismatched hybrid 

financial instruments has been enacted and became effective from January 1, 2018.   As a 
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summary of the new tax law,  if the interest expense incurred for hybrid financial instrument are 

paid by a domestic company to a foreign related party and part or all of such payment is not taxed 

in the other country in which the foreign related party resides for certain period (i.e. until the end 

of the recipient’s fiscal year commencing within 12 months after the end of the payer’s fiscal 

year), the domestic payer is not allowed to deduct the interest expenses corresponding to the 

amount not taxed in the recipient’s jurisdiction. 

 

Back to top  
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Legislative developments 

Finance (No. 2) Act 2017 

The Finance (No. 2) Act 2017 was gazetted on 29 December 2017 and came into operation on 

30 December 2017.   Some of the key changes are as follows: 

Amendments to the Income Tax Act, 1967 (“ITA”) 

Notification of Change in Accounting Period 

With effect from Year of Assessment (“YA”) 2019, a company, limited liability partnership, trust 

body or co-operative society must notify the Malaysian Inland Revenue Board (“MIRB”) in the 

prescribed form (CP204B) of the change in its accounting period by the prescribed due date as 

follows: 

(a) 30 days before the end of the new accounting period if the new accounts are prepared 

for a period of less than 12 months; or 

(b) 30 days before the end of the original accounting period if the new accounts are 

prepared for a period of more than 12 months. 

Any late filing penalty and penalty that has been imposed on failure to pay any tax instalments or 

under-estimation of tax payable based on the accounting period prior to the new accounts shall 

continue to be recoverable by the MIRB. 

Non-compliance with the notification requirement is an offence and upon conviction, the 

taxpayer would be liable to a fine between RM200 to RM20,000, and/or imprisonment for a term 

not exceeding 6 months. 

Tax Deduction on Management Expenses for Takaful Business 

With effect from YA 2018, the scope of the deduction of management expenses is extended to 

an amount in connection with: 

(a) wakalah fee receivable in relation to the general fund, inward retakaful fund, offshore 

fund or family retakaful fund; 

(b) any other fee receivable in relation to the general fund, inward retakaful fund, offshore 

fund or family retakaful fund; or 

(c) any other fee receivable in relation to an investment fund from the family fund. 

The amount to be deducted in respect of the abovementioned items (b) and (c) shall be 

determined in accordance with the prescribed formula under Section 60AA of the ITA. 

Refund of Withholding Tax (“WHT”) on Income Distributed by Real Estate Investment Trusts 

(“REIT”) or Property Trust Funds (“PTF”) to Unit Holders 

With effect from 30 December 2017, WHT deducted on the distribution of the exempt income 

(at least 90% of the total income for a YA) from an approved REIT or PTF listed on Bursa 

Malaysia to a unit holder will be refunded to the unit holder provided he or she is exempt from 

tax. 
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Removal of Thin Capitalisation Legislation 

Thin capitalisation legislation provided under Section 140A(4) of the ITA has been deleted with 

effect from 1 January 2018 and it will be replaced by the Earning Stripping Rules (“ESR”) 

advocated by the Organisation for Economic Cooperation and Development (“OECD”).   It is 

proposed that the ESR will be effective from 1 January 2019.   The draft legislation to implement 

the ESR has not been released yet.  

2018 Budget Proposals (to be gazetted by way of statutory order) 

Income Tax Exemption on the Green Sustainable and Responsible Investments (“Green SRI”) 

Sukuk Grant 

To encourage the issuance of Green SRI sukuk in Malaysia, it has been proposed that income 

tax exemption be given to each recipient of the Green SRI sukuk grant to finance the external 

review expenditure in line with the guidelines as set out by the Securities Commission of 

Malaysia (“SCM”).  

The proposal is effective for applications received by SCM from 1 January 2018 to 31 December 

2020.  

Tax Exemption on Management Fee Income for Sustainable and Responsible Investment 

(“SRI”) Fund 

To further promote fund management activities globally, it is proposed that fund manager 

managing SRI fund approved by SCM be given tax exemption on management fee income from 

managing conventional and Shariah-compliant SRI funds.  

The proposal is effective from YA 2018 to YA 2020.  

Amendments to the Real Property Gains Tax (“RPGT”) Act, 1976 

Disposal Date for Conditional Contracts for RPGT Purposes 

With effect from 1 January 2018, the date of disposal for chargeable assets where the disposal 

is conditional shall be the date of approval by the Government or a State Government, if the 

acquisition or disposal requires the approval of the Government or a State Government 

(excluding approval by an authority or committee appointed by the Government or a State 

Government that has been deleted under the amended provision), or the date when the last of 

all conditions to such approval is satisfied if the approval referred above is conditional.  

Income Tax (Amendment) Act 2017 and Labuan Business Activity Tax (Amendment) (No. 2) Act 

2017  

The Amendment Acts were gazetted on 29 December 2017 and come into operation on 30 

December 2017.   

Previously, the penalty provisions in the ITA and Labuan Business Activity Tax Act 1990 

(“LBATA”) specifically covered non-compliance with Country-by-Country Reporting (“CbCR”) 

and Common Reporting Standards (“CRS”) that are implemented under mutual administrative 

assistance arrangement. 

Further to the gazette of the above Amendment Acts, the penalties are now extended to cover 

CbCR and CRS implemented or facilitated under double taxation agreement or tax information 

exchange agreement. 

 

The relevant penalties are as follows: 

Offences Penalty under ITA upon Conviction 

a) Failure to furnish a 

Country-by-Country 

Report  

 Fine between RM20,000 to RM100,000; and/or 
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b) Incorrect returns, 

information returns or 

reports  

 Imprisonment for a term not exceeding 6 

months 

c) Failure to comply with 

prescribed rules 

 

Offence 

Penalty under LBATA that could be prescribed 

by the Minister of Finance under the 

Regulations 

a) Failure to comply with any 

provisions of the 

Regulations* that may be 

made by the Minister of 

Finance 

 Fine not exceeding RM1million; and/or 

 Imprisonment for a term not exceeding 2 

years 

Note*:  E.g. Labuan Business Activity Tax (Country-by-Country Reporting) Regulations 

2017 gazetted on 26 December 2017. 

Rules, Exemption Orders and Regulations 

Income Tax (Exemption) (No. 9) Order 2017  

Effective from 17 January 2017, any income falling under paragraphs 4A(i) and 4A(ii) of the ITA, 

which is derived from Malaysia, are subject to 10% WHT under section 109B of the ITA 

irrespective of whether the services are performed in Malaysia or outside Malaysia. 

These cover the following payments to non-residents: 

(a) Service fees in connection with the use of property or rights belonging to, or the 

installation or operation of any plant, machinery or other apparatus purchased from, a 

non-resident; and 

(b) Service fees for technical advice, assistance or services rendered in connection with 

technical management or administration of any scientific, industrial or commercial 

undertaking, venture, project or scheme. 

Please see earlier Issue 60 for further details on the above. 

Subsequently, the Ministry of Finance released an exemption order namely Income Tax 

(Exemption) (No. 9) Order 2017, which provides WHT exemption on fees in respect of 

abovementioned technical and other services rendered and performed by non-residents outside 

Malaysia, effective from 6 September 2017. 

The exemption only applies to services rendered from 6 September 2017.   Services provided 

outside Malaysia from 17 January 2017 to 5 September 2017 remain subject to WHT. 

 

Income Tax (Automatic Exchange of Financial Account Information) (Amendment) Rules 2017 

The Amendment Rules amend and insert a few new Rules to the Income Tax (Automatic 

Exchange of Financial Account Information) Rules 2016 (“Rule 2016”) which provide CRS 

obligations to be followed by the reporting Malaysian Financial Institutions for Automatic 

Exchange of Information of financial accounts under the CRS regime.   

The Amendment Rules come into operation on 23 December 2017. 
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Income Tax (Set-Off for Tax Charged on Actuarial Surplus under Takaful Business) Rules 2017 

Pursuant to Sections 60AA(9)(a)(vi) and 60AA(10(a)(vi) of the ITA, actuarial surplus from the 

family fund of a takaful operator transferred to the shareholders’ fund in respect of the family 

business of the takaful operator is subject to tax with effect from YA 2015.   In order to eliminate 

double taxation on the investment income included within the actuarial surplus transferred, any 

amount of tax charged on the portion of that surplus shall be set off against the tax charged on 

the chargeable income from the shareholders’ fund of that operator in respect of the family 

business pursuant to Section 110C of the ITA. 

The portion of the surplus referred above shall be ascertained in accordance with the formula 

prescribed by the Minister of Finance. 

The Rules to prescribe the formula have now been issued and are deemed to be effective from 

YA 2015. 

Stamp Duty (Exemption) (No. 2) Order 2017 

Pursuant to the Exemption Order, a contract note executed from 1 January 2018 to 31 

December 2020 for the sale and purchase transaction of structured warrants or exchange-traded 

fund approved by the SCM under the Capital Markets and Services Act 2007 in Bursa Malaysia 

Securities Berhad is exempted from stamp duty with effect from 1 January 2018. 

Stamp Duty (Exemption) (No. 5) 2013 (Amendment) Order 2017 

Stamp Duty (Exemption) (No. 6) 2013 (Amendment) Order 2017  

The Amendment Orders extend the period of stamp duty exemption to revive abandoned 

housing projects for another 3 years and they are applicable to qualifying instruments executed 

between 1 January 2013 to 31 December 2020.  The stamp duty exemptions are given on the 

following instruments: 

No. Eligible Person Instrument 

1. Original House Purchaser as 

stated in the Sale and 

Purchase Agreement or his 

beneficiary 

Loan instrument / agreement for financing, and 

instrument of transfer for the revived residential 

property in relation to the abandoned project. 

2. Rescuing contractor or 

developer appointed or 

approved by the Minister of 

Urban Wellbeing, Housing 

and Local Government to 

carry on rehabilitation works 

for an abandoned project 

Loan instrument / agreement for financing of 

the abandoned project, and instrument of 

transfer for the revived residential property in 

relation to the abandoned project. 

Income Tax (Country-by-Country Reporting) (Amendment) Rules 2017  

The Amendment Rules amend the Income Tax (Country-by-Country Reporting) Rules 2016 

(“CbCR Rules 2016”) which set out the rules on country-by-country reporting for Multinational 

Corporation Groups with a total consolidated group revenue of at least RM 3 billion in the 

financial year (“FY”) preceding the reporting FY.  

Please see our earlier Issues 58 and 61 for further details on the CbCR Rules 2016 that took 

effect from 1 January 2017. 

Labuan Business Activity Tax (Country-by-Country Reporting) Regulations 2017 

Pursuant to the above Regulations, the requirement of Country-by-Country Reporting Rules will 

be applicable to the Labuan entities regulated under the Labuan Business Activity Tax Act 1990. 

The Regulations apply to Multinational Enterprise Groups where the total consolidated group 

revenue is at least RM3 billion in the financial year (“FY”) preceding the reporting FY and its 



© 2018 KPMG Tax Services Limited, a Hong Kong limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG International 

Cooperative ("KPMG International"), a Swiss entity. All rights reserved. 

 

General tax update for financial institutions in Asia Pacific 

 

25      

ultimate holding entity or any of its constituent entities is a Labuan entity carrying on a Labuan 

business activity. 

The Regulations state that any constituent entity of a MNE Group which is a Labuan entity 

carrying on a Labuan business activity shall notify the Director General in writing if it is the 

ultimate holding entity on or before the last day of the reporting FY.   Where a constituent entity 

of an MNE Group which is a Labuan entity carrying on a Labuan business activity is not the 

reporting entity, the constituent entity shall notify the Director General in writing of the identity 

and tax residence of the reporting entity, on or before the last day of the reporting FY. 

Any constituent entity of an MNE Group which is a Labuan entity carrying on a Labuan business 

activity who contravenes the above regulation shall, on conviction, be liable to a fine not 

exceeding RM1million or imprisonment for a term not exceeding 2 years or both. 

The above Rules, Exemption Orders and Regulations are available on the e-Federal Gazette 

Portal here. 

Taxation rulings and determinations 

MIRB’s Public Rulings 

The MIRB has issued the following Public Rulings:- 

(a) 7/2017: Disposal of Plant or Machinery Part I - Other than Controlled Sales 

The Public Ruling sets out the tax treatment in relation to the disposal of plant and 

machinery which is not subject to controlled sales. 

(b) 8/2017: Professional Indemnity Insurance 

The Public Ruling replaces Public Ruling No. 3/2009 dated 30 July 2009 and explains tax 

treatment on premium paid for a professional indemnity insurance policy, insurance 

proceeds received and compensation paid in relation to the professional indemnity 

insurance policy.  

(c) 12/2017: Appeal Against an Assessment and Application for Relief 

The Public Ruling replaces Public Ruling No. 6/2015 dated 22 October 2015 and 

explains the following matters: 

(i) Procedures with regard to appeal and application for relief which are in line 

with the provisions in the ITA; 

(ii) Tax appeal including late appeal procedures; and 

(iii) Procedure and application for relief. 

The full texts of the Public Rulings are available at http://www.hasil.gov.my/ . 

MIRB's Clarification  

The MIRB has issued clarification on the timing of realisation and recognition of foreign 

exchange gains/losses for tax purposes. 

Based on the MIRB’s guidelines on the tax treatment related to the implementation of 

Malaysian Financial Reporting Standard 121 (or other similar standards), foreign exchange 

gains/losses are not generally considered realised if the foreign currency is not physically 

converted into or exchanged for RM.   The example given is where a transaction is carried out in 

foreign currency and payment is made through a foreign currency account, the exchange gains 

or losses arose and recognised from the payment in foreign currency are treated as not realised 

as the foreign currency is not physically converted into RM. 

However, the MIRB has clarified in its letter dated 3 November 2017 to the Chartered Tax 

Institute of Malaysia that, a foreign exchange gain/loss is treated as realised for tax purposes 

when the payment for expenses is made or when the income is received, instead of when 

physical conversion occurs. 

http://www.federalgazette.agc.gov.my/index.php
http://www.hasil.gov.my/
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Any foreign exchange gains/losses arising from the subsequent physical conversion from the 

foreign currency account to RM are not taxable or deductible as the gains/losses had already 

been taken into consideration upon the receipt of income/payment of expenses. 

MIRB’s Practice Note  

The MIRB has issued a Practice Note No. 3/2017 titled ‘Clarification on Effective Date of Income 

Tax (Exemption) (No. 9) Order 2017’ to provide guidance and clarification on the effective date of 

the Exemption Order (the details can be found above) on WHT exemption on fees in respect of 

technical and other services rendered and performed by non-residents outside Malaysia falling 

under Sections 4A(i) and 4A(ii) of the ITA, effective from 6 September 2017.   

Based on the Practice Note, the effective date of the Exemption Order refers to the service 

performance date and not the payment date.  The Practice Note contains examples to 

demonstrate circumstances when WHT under Section 109B of the ITA is applicable. 

The full texts of the Practice Note is available at http://www.hasil.gov.my/ . 

MIRB’s Draft CRS Guidance Notes 

The MIRB has issued the above to provide guidance to Malaysian Financial Institutions in 

meeting their due diligence and reporting obligations under the CRS and to clarify the options 

which Malaysia has adopted in respect to the CRS implementation. 

Goods and Services Tax (“GST”) Guidelines 

Guide on Commercial Banking 

The Guide on Commercial Banking (as at 4 January 2016) was withdrawn and replaced by the 

revised Guide on Commercial Banking (as at 19 December 2017).  

A copy of the GST Guidelines issued by the Royal Malaysian Customs Department (“RMCD”) 

are available at http://gst.customs.gov.my/en/rg/Pages/rg_ig.aspx . 

RMCD’s Public Rulings 

The RMCD has issued the following Public Rulings:- 

(a) Public Ruling 1/2017: Imposition of Penalty 

This Public Ruling sets out the calculation of penalty on any late payment of tax and the 

offences of non-payment of tax and penalty imposed, for both a taxable and a non-

taxable person.  

(b) Public Ruling 3/2017: Gift Rule 

This Public Ruling illustrates scenarios on whether gift rule applies.  It also makes 

reference to a GST tribunal case where it was decided that gifts (T-shirts and umbrellas) 

given to distributors for subsequent disposal to end consumers are subject to gift rule, 

as the gifts are transferred to the distributors.   

(c) Public Ruling 4/2017: Issuance and Holding of Securities 

This Public Ruling explains the GST treatment on issuance of shares, other financial 

instruments or securities and whether the input tax incurred in relation to such 

activities is recoverable. 

The full texts of the Public Rulings are available at 

http://gst.customs.gov.my/en/rg/Pages/rg_pr.aspx. 

RMCD’s Announcement  

(a) Application relating to Standard/ Varied Taxable Period 

http://www.hasil.gov.my/
http://gst.customs.gov.my/en/rg/Pages/rg_ig.aspx
http://gst.customs.gov.my/en/rg/Pages/rg_pr.aspx
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All applications relating to request for standard/ varied taxable period must be made via 

the Taxpayer Access Point (“TAP”).  The RMCD will not process any manual 

application submitted to their offices.  

(b) Direct Debit Application  

Only one bank account will be available for use in the TAP.  Any new application will 

override the existing bank account details.  Multiple bank accounts for direct debit 

payment are not available.  
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Taxation rulings and determinations 

Pay As You Earn (“PAYE”), National Pension Fund (“NPF”) and National Savings Fund 

(“NSF”)  

As from 01 January 2018, employers should submit return and payments in respect of NPF/NSF 

contributions to the Director General (‘’DG”) of the Mauritius Revenue Authority (“MRA”) and no 

longer to the Social Security office. 

Hence, a joint PAYE and NPF/NSF return has been developed by the MRA to encourage employers 

to file a joint return electronically on the MRA website instead of 2 separate return. 

The MRA has also developed a mobile application, “MRA Easy”, to facilitate small businesses 

having less than 10 employees and employers of household employees to submit the monthly 

PAYE/NPF return electronically. 

Tax Arrears Settlement Scheme (“TASS”)  

The MRA has re-introduced the Tax Arrears Settlement Scheme to encourage taxpayers who owe 

arrears of tax and duty to settle their debts promptly. 

Under this scheme, where a taxpayer agrees to settle the tax arrears due as at 8 June 2017 by 31 

May 2018, up to 100% of penalties and interests shall be waived.  An application for the reduction 

should be made to the DG of the MRA by 31 March 2018.  

Tax arrears includes: 

— tax and penalty due and payable under an assessment issued or a return submitted on or 

before 30 June 2015; but 

— does not include tax due under an assessment in respect of which representations are 

pending before the Assessment Review Committee, Supreme Court or Judicial Committee of 

Privy Council. 

Income Tax Rulings (“ITR”)  

1. ITR 177 

Facts 

A private equity group called P was interested in acquiring a stake in Co C, incorporated in South 

Africa, in which Mr N and Mr B are the shareholders of Co C, each holding 25% of the ordinary 

shares.  

It was agreed that before the acquisition took place, there was a need to establish a separate 

holding in Mauritius called Co H, who would be responsible to consolidate and own all the financial 

services and technology subsidiaries that were owned by Mr N and Mr B.  It was agreed that there 

would be no existing liabilities at the level of Co H once the consolidation of the subsidiaries is 

completed. 



© 2018 KPMG Tax Services Limited, a Hong Kong limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG International 

Cooperative ("KPMG International"), a Swiss entity. All rights reserved. 

 

General tax update for financial institutions in Asia Pacific 

 

29      

After the incorporation of Co H, Mr N and Mr B sold all their shareholding in Co C to Co H. 

However, no payment was effected by Co H to Mr N and Mr B and hence, this transaction was 

reflected as a loan due to Mr N and Mr B by Co H. 

Now Mr N and Mr B wish to waive the outstanding loan to Co H as this is contrary to what was 

initially agreed i.e. Co H should have no liabilities. 

Points at issue 

Whether the waiver of the loan by Mr N and Mr B would constitute taxable income in the hands of 

Co H? 

Ruling 

On the basis of facts provided, it is confirmed that the waiver of the loan would not constitute 

taxable income since the loan was taken for acquiring a capital asset in the form of investment in 

Co C. 

2. ITR 178 

Facts 

Qualifying employees of a company (“Co A”) are entitled to join a share scheme which is operated 

by the holding company of Co A (“Co B”).  The share scheme is administered outside Mauritius 

and gives the employees of Co A a certain right pertaining to the shares of Co B.  

Co B operates two schemes, namely the Equity Growth Scheme (“EGS”) and the Share Incentive 

Scheme (“SIS”). 

Under the EGS, the employees receive Participation Rights which can be converted into shares.  

When an employee exercises his rights, he does not receive the shares which he is entitle to but 

the shares are disposed by the administrators of the Scheme at the market price prevailing at the 

date of exercise and the employee receives the disposal proceeds less brokerage fees. 

Under the SIS, a qualified employee receives an option to purchase shares in Co B at an agreed 

price.  The SIS is made up of 2 alternatives.  

Under the purchase alternative, the employee has the option to purchase the shares on a future 

date at a predetermined price and has the obligation to acquire the shares at the agreed at an 

agreed price.  At the exercise date, the employee is required to dispose of the shares, 

Under the option alternative, an employee has the option to purchase the shares on a future date 

at a predetermined price, can elect whether to acquire the shares on the exercise date and can 

choose the date on which the shares should be disposed of.  

Points at issue 

(1) Whether gains on disposal of the shares, under EGS, should be subject to income tax in 

the hands of the employee? 

(2) Whether under the SIS, either under the Purchase alternative or the Option alternative, 

the acquisition of the shares at a lower price than their market value at the exercise date 

gives rise to a taxable benefit in the hands of the employees? 

Ruling 

(1) Under the EGS, a benefit arises at the time the employee exercises his rights.  The value 

of the benefit is the proceeds from sale of shares less brokerage fees.  The realised ‘cash’ 

on the profit of disposal constitutes employment income and the employee is liable to 

income tax per section 10(1)(a)(i) of the ITA. 

(2) Under SIS, the excess of the market price of the share over the agreed price at the time 

the employee acquires the share, is a benefit in kind to the employee and is a taxable 

benefit per section 10(1)(a)(i) of the ITA. 
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3. ITR 179 

Facts 

A Company (“Co A”) holding a Category 1 Global Business Licence has entered into a loan 

agreement with a bank (“Co B”), incorporated in China. Co B is a government-owned entity who 

also owns 40% of the shares of Co A. 

As per the terms of the Loan Agreement, Co B charges interest to Co A twice a year. 

Point at issue 

Whether interest arising in Mauritius and derived by Co B will be exempt from withholding tax in 

Mauritius as Co B is a governmental body. 

Ruling 

Interest paid by Co A to Co B is exempt from income tax in Mauritius by virtue of item 4(a) of Sub-

Part B of Part II of the Second Schedule of the ITA.  Hence, Co A will not be subject to any 

withholding tax in Mauritius. 

4. ITR 180 

Facts 

A (“Co A”) is a private company incorporated in Mauritius and is a holder of Category 1 Global 

Business Licence.  The principal activity of Co A is investment holding and holds 99.99% in Co B, 

incorporated in Thailand and 100% in Co C, incorporated in Singapore. 

Co B is engaged in the business of providing information technology and e-commerce marketing 

services.  Co B was granted rights and privileges under the Investment Promotion Act to support 

commerce and investment business and to be a regional headquarter.  Co B benefits from a 

reduced corporate tax rate and from exemption on withholding tax on dividend that it distributes to 

its foreign shareholders.  

Points at issue 

Whether Co A can claim underlying tax credit and withholding tax credit under the tax sparing 

credit? 

Ruling 

Co A can claim foreign tax credit for the amount of withholding tax and underlying tax spared in 

respect of dividend receivable from Co B for set-off against its Mauritian tax payable on its foreign 

source income.  

5. ITR 181 

Facts 

Co A is a private company limited by shares holding a Category 1 Global Business Licence which 

has the following shareholding structure: 

 Shareholding of Co A 

— 15,333 shares held by a company registered under the laws of Bahamas (“Co B”); and  

— 1 share held by a company (“Co C”).  

 Shareholding of Co B 

— 3,899,999 shares held by a company registered under the laws of Barbados (“Co D”); and  

— 1 share held by Co C.  
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 Shareholding of Co D 

— 11,694,702 shares held by a company registered under the laws of Netherlands (“Co E”) 

 Shareholding of Co E 

— 99% are held by a company registered under the laws of Jersey (“Co F”); and  

— 1% shares held by another company registered under the laws of Jersey (“Co G”).  

 Shareholding of Co F 

— 100 % shares held by a company (“Co G”) 

— Co B intends to transfer all the shares it holds in A to E.  Upon dissolution and/or striking 

off of Co B and/or Co D, all surplus assets will be distributed to Co E.  

Points at issue  

(1) Whether Co A is entitled to carry forward unrelieved losses from the past 5 years upon 

the transfer of all Co B shares held in the company to Co E? 

(2) Whether Co A can carry forward the losses unrelieved from the past 5 years upon the 

dissolution and/or striking off of Co B and/or Co D and the distribution of all the surplus 

assets to Co E? 

Ruling 

Pursuant to section 59(b) of the ITA and in accordance with Regulation 19, Co A can carry forward 

the unrelieved tax losses from the past 5 years upon: 

(1) Transfer of all H shares held in Co A to Co E; and 

(2) Dissolution and/or striking off of Co B and/or Co D and the distribution of all the surplus 

assets to Co E.  

6. ITR 182 

Facts 

A defined contribution scheme will be established by a non-resident settlor and set up as a 

purpose trust.  The purpose for which the trustee will hold the trust fund will be to invest the trust 

fund outside of Mauritius, in order to generate funds that will provide for the payment of 

retirement benefits to its members.  

The Scheme will be a private multi-member international pension scheme and membership will be 

open to both Mauritius residents and non-residents alike.  

It is anticipated that funds transferred from members’ existing pension plans will include funds 

contributed from employment in the UK.  The Scheme will also apply to HMRC in the UK and this 

will enable the trustee to accept transfers of UK tax relieved funds into the Scheme.  UK tax -

relieved funds will come from UK resident pension schemes by or for the benefit of former UK 

residents.  

Point at issue 

(1) Whether the Scheme will be exempt from income tax, if it deposits a declaration of non-

residence with the Director-General? 

(2) Whether in order to ascertain its net income, the Scheme can apply Section 17(7) of the 

Income Tax Regulations 1996? 

(3) Whether lump sum payments payable (in accordance with the provisions of the Scheme 

deed) to contributors/members and their beneficiaries, upon death or incapacity of the 
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contributors/members will be subject to tax in Mauritius? Whether pension/annuities 

payable to the contributors/members and their beneficiaries will be liable to tax in 

Mauritius? 

(4) In the absence of any fiscal agency agreement, whether the pension scheme 

administrator of the Scheme will be held to be a fiscal agent of non-resident 

members/beneficiaries under Section 82 (1) (c ) of the ITA and will have a duty to withhold 

and remit Mauritian taxes due before remitting funds to resident and non-resident 

contributors/members and their beneficiaries? 

(5) Whether Mauritius has taxing rights on payments made from the Scheme to 

contributors/members or beneficiaries residing in those two countries, Singapore and 

Malaysia, in light of the DTA between Mauritius and these two countries? 

Ruling 

(1) Since the settlor of the Scheme will be a non-resident and membership of the Scheme 

will be open to Mauritian residents and non-residents alike, it is only in case the Scheme 

has no Mauritian residents as members in an income year that it will qualify to deposit a 

declaration of non-residence in that income year and be exempt from income tax.  

(2) Since the scheme will be conducting pension business, it is allowed to compute its net 

income using the basis laid down in Section 17(7) of the Income Tax Regulations 1996.  

(3) Lump sum payments payable to contributors/members or their beneficiaries will be 

subject to tax in Mauritius.   

(4) Even in the absence of a fiscal agency agreement, the MRA has the authority to deem the 

administrator to be an agent of the non-resident members/beneficiaries under Section 

82(1) (c) of the Income Tax Act and direct him to withhold and remit tax to the MRA 

before remitting funds to the members/beneficiaries.   

(5) (a) payments made to contributors/members or beneficiaries residing in Singapore 

With respect to payments made to members whose employers have been contributing to 

the scheme for the purpose of providing a pension plan for them, the provisions of Article 

18 of the DTA with Singapore granting taxing rights to Singapore will apply.  

Regarding payments made to other contributors/members or beneficiaries, including 

those who have transferred funds from UK resident pension schemes, the provisions of 

Article 22 of the DTA with Singapore will apply.  The taxing rights will be for Mauritius 

since the Scheme will have its permanent establishment in Mauritius.   

(b) payments made to contributors / members or beneficiaries residing in Malaysia 

The provisions of Article 17 of the DTA with Malaysia granting taxing rights to Malaysia 

will apply.  

7. ITR 183 

Facts 

Company X (“Co X”) is incorporated in Mauritius as a private company and is a holder of Category 

1 Global Business Licence (“GBC 1”).  Co X has a wholly owned subsidiary in Jersey named 

Company Y (“Co Y”).   Co Y has a branch which derives income in Tanzania.  

The gross income of Co is made of profits from the Tanzanian Branch and interest income from 

Jersey.  The profits from the Tanzanian Branch are not taxable in Jersey.  However, the Branch is 

subject to tax at 30% in Tanzania and accordingly, has paid tax on the income derived from 

Tanzania.  

Co Y wishes to pay a dividend to Co X.  The dividend receivable by Co X is taxable in Mauritius at 

the rate of 15% and the company is entitled to foreign tax credit.  
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Point at issue 

Whether Co X is entitled to underlying foreign tax credit in respect of dividends received from Y by 

virtue of Regulation 7 of the Income Tax (Foreign Tax Credit) Regulations 1996? 

Ruling 

It is confirmed that with regard to dividends receivable from Co Y on which Co X is taxable in 

Mauritius, Co X is entitled to foreign tax credit on account of tax paid in Tanzania on profits out of 

which such dividends are paid.  

VAT Rulings (“VATR”) 

1. VATR 78 

Facts 

A operates 8 hotels.  3 of the hotel buildings are owned by B, a subsidiary of A.  A has entered into 

contracts for the renovation of the hotels owned by B.  B will bear the cost of structural part of the 

renovation and A will bear any capital expenditure on movable property.  

A will withhold tax deducted at source (“TDS”) when making payment to the contractors and 

service providers.  A then bills B for the structural aspects of the expenditure incurred on 

renovation.  

Points at issue 

(1) Whether B should apply TDS on payments made to A?  

(2) Whether A will be able to claim credit for input tax on VAT charged by the contractors and 

service providers on the structural aspect of the capital expenditure and whether the 

corresponding amount charged to B by A will be subject to VAT at the standard rate?  

Ruling 

(1) A not being a contractor or a provider of services as specified in the Fifth Schedule to the 

Income Tax Act, B is not required to apply TDS on the payment made to A.   

(2) A will be entitled to claim credit for input tax on VAT charged by the contractors and 

service providers on the structural aspect of the capital expenditure and the 

corresponding amount A will charge to B will be subject to VAT at the standard rate of 

15%.   

2. VATR 79 

Facts 

G is a domestic company engaged in providing marketing consultancy services for a number of 

suppliers incorporated and domiciled in Mauritius and to other foreign countries.  The responsibility 

of G is to contact prospective clients, negotiates terms and conditions based on the guidelines and 

policies set by clients, assists in the promotion of products and provide training to clients on the 

products.  

G does not have any control over stock, distribution, pricing and cannot conclude any agreement 

with the clients on behalf of suppliers.  G is remunerated through commission based on sales 

made by suppliers to clients contacted by G.  

Point at issue  

Whether the marketing consultancy services provided by G should be treated as zero-rated 

supplies?  
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Ruling  

The marketing consultancy services by G performed outside Mauritius and supplied to a person 

who belongs in a country other than Mauritius and who is outside Mauritius at the time the 

services are performed are outside the scope of VAT.   

The marketing services by G performed in Mauritius and supplied to a person who belongs in a 

country other than Mauritius and who is outside Mauritius at the time the services are performed 

are considered as zero-rated supplies in accordance with item 6(a) of the Fifth Schedule of the 

Value Added Tax Act.  

3. VATR 80 

Facts 

A company (“Co A”) is contemplating to acquire a vessel which will be registered in Mauritius and 

which will be used to transport commodities from/to foreign countries to/from Mauritius 

The vessel may have to undergo repairs outside Mauritius, whilst it would prefer to have such 

repairs being done in Mauritius.  

Points at issue 

Whether reverse charge will apply to - 

(1) any repairs done in Mauritius by a foreigner without a permanent establishment (“PE”) in 

Mauritius? 

(2) any repairs done in Mauritius by a foreigner with a PE in Mauritius? 

(3) any repairs done outside Mauritius? 

Ruling 

On the basis of facts provided, the company is entitled to be registered for VAT as it will be making 

zero-rated supplies in accordance with item 3 of the Fifth Schedule to the VAT Act.  

In the circumstances, it is confirmed that: 

(1) where repairs are done in Mauritius by a foreigner without a PE in Mauritius, the reverse 

charge will apply and to the extent that the supplies relate to shipping activities, it would 

be revenue neutral.  

(2) where repairs are done in Mauritius by a foreigner with a PE in Mauritius, the reverse 

charge will not apply; the company will be entitled to claim credit for input tax on any VAT 

charged by the supplier of services and may make a claim for repayment thereof in 

accordance with Section 24 of the Value Added Tax Act.  

(3) where the repairs are done outside Mauritius and to the extent that they are not utilised in 

Mauritius, the repairs will be outside the scope of VAT.  

Other developments 

Common Reporting Standard (“CRS”) 

1. Due Diligence – Pre-existing entity accounts 

FIs have up to 31 December 2018 to review pre-existing entity accounts.  Pre- Existing 

entity accounts that are identified as Reportable Accounts in a calendar year, are 

reportable for that calendar year.  Under CRS, FIs have until 31 December 2018 to carry 

out due diligence on entity accounts in existence at 31 December 2016.  Thus, all such 

accounts must be reported no later than 2019 but if any reportable accounts are identified 

on or before 31 December 2017 they must be reported in 2018.  
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2. Due Diligence – New entity accounts 

The due diligence procedures for New Entity Accounts require that a self-certification be 

obtained from the Account Holder.  If the self-certification establishes that the Account 

Holder is resident for tax purposes in a Reportable Jurisdiction, then the Reporting FI 

must treat the account as a Reportable Account.  

The wider approach requires FI s to identify the territory in which an entity is tax resident, 

irrespective of whether or not that territory is a Reportable Jurisdiction.  It applies to New 

Accounts as well as Pre-existing Accounts.  The self-certification process can be used for 

this purpose.  This information must be maintained by the Reporting FI for a period of 5 

years from the end of the period in which the territory is identified.  
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Legislative developments 

Taxation (Neutralising Base Erosion and Profit Shifting) Bill 

In December 2017, the New Zealand Government introduced draft legislation aimed at addressing 

a number of key Base Erosion Profit Shifting (“BEPS”) concerns, in line with the OECD’s BEPS 

action plan.  Most of the proposed changes are expect to take effect from 1 July 2018.  Taxpayers 

are able to provide submissions on the Bill until 8 February 2018.  The Bill is expected to become 

law by 30 June 2018 and to apply for income years beginning on and after 1 July 2018.  

Key proposals include: 

— Changes to the interest limitation rules, including restricting interest rates on related party 

debt and including non-debt liabilities in the allowable debt ratio calculation.  

— Deemed permanent establishment rules.  

— Changes to the transfer pricing rules.  

— Hybrid and branch mismatch rules.  

— A deemed source rule for any income which New Zealand has a right to tax under a 

Double Tax Agreement (“DTA”) but which is not currently New Zealand sourced.  

— Removal of deductions for life reinsurance where premiums are not taxable in New 

Zealand.  

— Inland Revenue’s ability to collect tax from a local subsidiary of a large multinational 

group.  

Restricted interest rates for related party debt 

The proposed restricted transfer pricing rule is aimed at “exotic” features and implied support 

arguments for related party loans.   The rule effectively limits the credit ratings which can be 

applied to test the arms-length nature of the rate agreed.   For financial institutions the credit rating 

is deemed to be the parent’s rating and not the borrower’s rating.   The rule generally requires the 

following terms and conditions to be ignored when determining the “arm’s length” interest rate 

for related party loans: 

— Loans terms of more than 5 years;  

— Subordination; and 

— Other exotic features (such as interest payment deferral and convertibility to equity at the 

option of the borrower).  

If the New Zealand borrower has third party loans on the same terms and conditions and the third 

party loans are at least 25% of the total related party debt, these features may still be taken into 

consideration.  
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Further reductions in debt capacities  

It is proposed that the calculation of the group debt percentage for thin capitalisation purposes will 

be amended to reduce total group assets by the value of “non-debt liabilities”.  “Non-debt 

liabilities” are liabilities excluding interest bearing debt, including (but not limited to): 

— Trade creditors; 

— Provisions; 

— Out-of-the money derivatives;  

— Certain deferred tax liabilities; and 

— Interest free loans. 

Other proposed thin capitalisation changes include an exemption for infrastructure contracts 

entered into with the New Zealand Government or Crown entities.  For such projects, interest on 

third party debt will be fully deductible for tax purposes if the debt only has recourse against the 

assets associated with the project. 

Deemed permanent establishment rule 

Under the proposed deemed permanent establishment rule, a multinational will have a permanent 

establishment in New Zealand if: 

— The non-resident supplies goods or services to a person in New Zealand; and 

— The non-resident is part of a multinational group that is required to file Country-by-Country 

reports (i.e. the multinational group has more than EUR 750m of consolidated global 

turnover); and 

— A related entity (either associated or commercially dependent) carries our an activity in 

New Zealand for that particular sale for the purpose of bringing it about, unless the 

activity is only preparatory or auxiliary; and 

— The arrangement has a more than merely incidental purpose of tax avoidance. 

Transfer pricing changes 

A number of amendments are proposed to the New Zealand transfer pricing rules, including: 

— A requirement to apply the 2017 OECD transfer pricing guidelines as guidance for how 

the rules are applied. 

— The economic substance and actual conduct of the parties will have priority over the 

terms of the legal contract. 

— Specific reference to the “arm’s length conditions” of an arrangement to clarify that the 

transfer pricing rules apply to conditions other than simply price. 

— The onus of proof in a transfer pricing dispute with Inland Revenue shifting to the 

taxpayer (onus is currently on Inland Revenue). 

— Extension of the time bar that prevents Inland Revenue’s ability to adjust a taxpayer’s 

transfer pricing position from 4 years to 7 years. 

— Extension of the transfer pricing rules to situations where non-resident investors “act in 

concert” to effectively control a New Zealand entity, such as through a private equity 

manager. 
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— A requirement for large multinationals to provide Inland Revenue with the information 

required to comply with the OECD’s Country-by-Country reporting initiative. 

Hybrid and branch mismatches 

The proposed legislation represents comprehensive adoption of the OECD recommendations as to 

how countries can neutralise the tax advantages obtained due to mismatches in the tax treatment 

of hybrids and branches in multiple jurisdictions.   

The proposed rules are complex and application of the rules highly dependent on the specific 

structure or instrument in place, including the jurisdiction of the non-New Zealand entity or party.  

For further information on the proposed rules, please contact KPMG in New Zealand directly. 

Source rules and life reinsurance 

A number of changes to the source rules are proposed, including: 

— A deemed source rule will apply to amounts of income that New Zealand has a right to 

tax under any applicable DTA. 

— Removal of tax deductions available for reinsurance of life insurance policies for which the 

premium income is not taxable in New Zealand, including where the income is not 

subject to New Zealand tax by operation of a DTA.  This will particularly affect life 

insurance businesses operating out of Canada, Russia, Switzerland and Singapore. 

Taxation (Annual Rates for 2017-18, Employment and Investment Income and Remedial 

Matters Bill 

Details of the proposed changes to investment income reporting requirements included Taxation 

(Annual Rates for 2017-18, Employment and Investment Income and Remedial Matters Bill were 

provided in Issue 60 (April to July 2017).  The bill has been referred to the Finance and Expenditure 

Select Committee, which is due to report back by 29 March 2018. 

Taxation rulings and determinations 

Common Reporting Standards (“CRS”) due diligence and reporting obligations took effect in New 

Zealand from 1 July 2017.  Inland Revenue has issued guidance and support materials to assist 

taxpayers to comply with their CRS obligations.  These materials can be accessed from 

http://www.ird.govt.nz/international/exchange/crs/. 

Other developments 

A new Government was elected at the end of 2017.  One of the new Government’s campaign 

promises was to appoint a Tax Working Group to undertake a comprehensive review of the New 

Zealand tax system.  The Tax Working Group is due to provide a draft report of its 

recommendations to the Ministers of Finance and Revenue in September 2018, with a final report 

due by February 2019. 

The Chairman of the Tax Working Group is former New Zealand Finance Minister Sir Michael 

Cullen.  Other members include a number of tax specialists, as well as non-tax specialists.  

We expect a range of tax issues to be subject to public consultation throughout the Tax Working 

Group review.   
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Legislative developments 

Republic Act (RA) 10963 – Tax Reform for Acceleration and Inclusion (TRAIN)  

TRAIN includes reforms on individual taxation, VAT, estate and donors’ tax, excise tax, and other 

procedural provisions including revising guidelines for filing quarterly and income tax returns, use 

of electronic receipts and relaxation of bank secrecy for fraud cases.  

The law has also adjusted final tax rates for passive income of individuals and corporations, 

including interest from deposits, deposit substitutes, trust funds and royalties, sale of shares, as 

well as capital gains tax on the sale of shares not traded in the stock exchange.  

The law became effective on January 1, 2018 and the Bureau of Internal Revenue has issued 

announcements, circulars and guidelines in the implementation of the law. 

Taxation rulings and determinations 

Revenue Memorandum Circulars (RMC)  No. 95-2017, 10 November 2017 

The Bureau of Internal Revenue (BIR) reminded all internal revenue officers that Government 

Securities Repurchase Transactions (Repo transaction) governed by a Global Master Repurchase 

Agreement (GRMA) will be initially limited to Government Eligible Securities Dealers (GSEDs) who 

register under the Repo program.  Prior to any Repo transaction, GSEDs must waive secrecy on 

investments in government securities under the bank secrecy law, enter into a GMRA, as well as 

file copies of the GMRAs with the Scripless Securities Registry Division of the Bureau of Treasury 

and the Law and Legislative Division of the BIR.  GSEDs must also file annual reports on all Repo 

transactions to the Large Taxpayers Division of the BIR.  

Other developments 

Tax Reform for Acceleration and Inclusion (TRAIN) – Package II  

The Package Two (out of Four Packages) of the Comprehensive Tax Reform Program is currently 

under way, with the Department of Finance submitting the draft measure to the House of 

Representatives in the first half of January 2018.   

Package Two generally includes reforms on corporate taxation and fiscal incentives to 

corporations.   
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Legislative developments 

Income Tax Treatment Arising from Adoption of Financial Reporting Standard (“FRS”) 109 

– Financial Instruments 

On 22 November 2017, the Inland Revenue Authority of Singapore (“IRAS”) issued an e-Tax Guide on 

“Income Tax Treatment Arising from Adoption of FRS 109 – Financial Instruments” 

FRS 109, which replaces the existing FRS 39 – Financial Instruments: Recognition and Measurement, 

applies for annual periods beginning on or after 1 January 2018.  Similar to the approach taken during the 

adoption of FRS 39, if a taxpayer is required to adopt FRS 109 for accounting purposes, the tax 

treatment of its financial assets and liabilities will generally follow the accounting treatment, except 

where specific tax treatment has been established under case law or provided under the statutes, or 

where accounting treatment deviates significantly from tax principles (referred to as “FRS 109 tax 

treatment”).  

The key differences between the FRS 39 and FRS 109 tax treatment (driven by differences between the 

respective accounting treatments) are: 

Key differences between the FRS 39 and FRS 

109 accounting treatments  

Key differences between the FRS 39 and FRS 

109 tax treatments  

There is a classification known as “Available-for-

sale (AFS)” under FRS 39.  The AFS 

classification no longer exists under FRS 109.   

The FRS 39 tax treatment catered for AFS 

financial assets is no longer relevant after the 

taxpayer transits to FRS 109.  

There is a classification known as “Fair Value 

through Other Comprehensive Income 

(FVOCI)” under the FRS 109.  This is a new 

classification which previously did not exist under 

the FRS 39.  

The FRS 109 tax treatment for FVOCI financial 

assets is new as such financial assets previously 

did not exist under FRS 39.  

In respect to the impairment requirement, unlike 

the FRS 39 incurred loss model, it is no longer 

necessary for impairment losses to be 

recognised in the P&L only when there is 

objective evidence of impairment due to a loss of 

events under the FRS 109.  

Instead, under the FRS 109, an entity has to 

assess whether the credit risk on a financial 

instrument has increased significantly since the 

initial recognition and recognise a loss allowance 

for “Expected Credit Losses” (ECL), which 

represents a 12-month ECL or lifetime ECL (for 

credit-impaired financial asset or non-credit-

impaired financial asset).  

Unlike the FRS 39 tax treatment, not all 

impairment losses recognised under the FRS 109 

are deductible.  Under the FRS 109 tax 

treatment, only impairment losses recognised in 

the P&L with respect to credit-impaired financial 

instruments that are on revenue account are 

allowable as deduction.  
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Specifically for banks and finance companies, as part of the transitional adjustments moving into FRS 

109, they are required to apply the ‘Expected Credit Loss’ impairment methodology, as well as any 

additional impairment amounts required by the Monetary Authority of Singapore on prudence grounds. 

Taxpayers must apply FRS 109 tax treatment from the Year of Assessment of the basis period in which 

FRS 109 is first applied for accounting purposes.  Unlike the FRS 39 tax treatment, there is no option to 

opt-out of FRS 109 tax treatment.  Hence, taxpayers currently on pre-FRS 39 tax treatment with 

significant amounts of accumulated unrealised revenue gains would be taxed on the gains at the point of 

adoption of FRS 109.   

Taxpayers that do not need to comply with FRS 109 for accounting purposes would continue to apply 

the pre-FRS 39 tax treatment or FRS 39 tax treatment (as the case may be).  

Back to top  
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Legislative developments  

The 2018 Budget speech includes the following changes relating to financial institutions:  

Debt Repayment Levy (DRL):  

A levy of 0.02% will be imposed on financial institutions on the total cash transactions for a period 

of three years to be effective from April 01, 2018.  This levy cannot be passed onto customers.  

Other developments  

The Budget 2018 also covered:- 

 Strengthening of Bankruptcy laws in order to minimize the costs of failure and improve 

recovery rates. 

 Review of several legislations affecting the financial sector - such as Monetary Law Act 

and the Banking Act, to ensure economic and price stability, while maintaining its 

resilience and growth momentum. 

 It has been stated that certain acts (such as the Liability Management Act, Public Finance 

Management Act, Securitization Act and Development Bank Act) will be enacted in the 

near future.  

 

Back to top  
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Legislative developments 

Transfer Pricing law approved by Cabinet, effective for 2017 

After the public consultation and approval from the council of state (Krisdika), the Cabinet of 

Thailand has recently approved the draft transfer pricing law referring to the cabinet meeting on 

3 January 2018.  The recent draft (https://home.kpmg.com/th/en/home/insights/2017/07/thailand-tax-

updates-4july2017.html) has been revised to include additional requirements as outlined below:  

 The minimum income threshold for taxpayers in an accounting period to be eligible for 

the exemption from preparing a report on relationship between companies and the 

amount of related party transactions (“collectively referred to as transfer pricing 

disclosure form”) will be not less than 30 million baht.  The government may 

announce the detail later in Ministerial Regulation; and 

 

 The new transfer pricing law will be applicable for accounting periods beginning on or 

after 1 January 2017 which results in the first filing date of the transfer pricing 

disclosure form will be on 31 May 2018 (for 1 January – 31 December 2017). 

 

 The statutory limitation period for a tax officer to request the related company to 

submit the information and evidence of information needed for analyzing the 

transaction of related company, also known as transfer pricing documentation, within 5 

years from the date of submission of transfer pricing disclosure form 

KPMG’s comments and observations 

For the next step, the draft transfer pricing law will be submitted to Parliament (i.e. national 

assembly legislator).  

Pro-active preparation of robust transfer pricing analysis and documentation will be essential to 

manage the transfer pricing risks as well as discuss with the tax authorities on future proposed 

adjustments and reduced penalties. 
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Legislative developments 

New regulation on granting of licenses, organizations and operations of commercial 

banks, foreign bank branches, and representative offices of foreign credit institutions, and 

other foreign institutions with banking operations in Vietnam 

On 20 November 2017 – The Governor of the State Bank of Vietnam (SBV) issued Circular No. 

17/2017/TT-NHNN amending and supplementing a number of articles of Circular No.40/2011/TT-

NHNN dated 15 December 2011 stipulating the granting of licenses, organizations and 

operations of commercial banks, foreign bank branches, and representative offices of foreign 

credit institutions, and other foreign institutions with banking operations in Vietnam. 

The issuance of Circular No. 17/2017/TT-NHNN aims at supplementing regulations on granting 

licenses for the provision of such products as commodity derivatives, investment in future 

contract of Government bonds and e-wallet activities.  Accordingly, the Circular is composed of 

4 articles, specifically as follows: 

Article 1.  Amending and supplementing a number of articles of Circular No. 40/2011/TT-NHNN, 

including regulations on procedures, dossiers and responsibilities of entities related to the 

request of adding operations of provision of such products as commodity derivatives, 

investment in future contract of Government bonds and e-wallet activities to the licenses of 

commercial banks and foreign bank branches. 

Article 2.  Replacing Appendix 01 issued together with Circular No. 40/2011/TT-NHNN by 

Appendix 01 issued together with Circular No. 17/2017/TT-NHNN, including Appendix 01a (Form 

of License for establishment and operations of a commercial bank), Appendix 01b (Form of 

License for establishing a foreign bank branch), and Appendix 01c (Form of License for 

establishing a representative office). 

Article 3 and 4 Responsibilities for implementation and effectiveness. 

This Circular takes effect from 5 January 2018. 

New regulations on the sale of receivables from a finance lease contract 

On 29 December 29, the Governor of the State Bank of Vietnam (SBV) issued Circular No. 

20/2017/TT-NHNN stipulating the sale of receivables from a finance lease contract.  The 

issuance of this Circular is aimed at providing guidance on the implementation of the Law on 

Credit Institutions and creating a legal framework for the sale of receivables from a finance 

leasing contract, thereby ensuring the safety, soundness, effectiveness and compliance with 

the applicable laws of the sale of receivables.  

Circular No.20/2017/TT-NHNN takes effect from February 12, 2018 and shall replace Circular 

No.09/2006/TT-NHNN dated October 23, 2006 of the State Bank of Vietnam providing guidance 

on the sale of receivables from a finance leasing contract as stipulated in Decree 

No.65/2005/ND-CP dated May 19, 2005 of the Government on the amendments and 
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supplements to a number of articles of Decree No.16/2001/ND-CP dated May 2, 2001 of the 

Government regulating the organization and operations of a leasing company.  

Circular No.20/2017/TT-NHNN is composed of 14 articles, with several changes as compared to 

Circular 09/2006/TT-NHNN, specifically as follows: 

- Firstly, amending the subjects allowed to perform the sale of receivables to include 

finance companies, licensed leasing companies in compliance with the Law on Credit 

Institutions and Decree No.39/2014/ND-CP dated May 7, 2014 on the operations of 

finance companies and leasing companies. 

 

- Secondly, the sellers may sell the receivables irrespective of the category of the debt, 

and the determination of the selling prices of the receivables must be in line with the 

principles of publicity and transparency as prescribed by laws; the selling prices must 

be in accordance with the market principles. 

 

- Thirdly, adding the principles for the selling of the receivables: the requirements when 

the buyer is a credit institution, a foreign bank branch; the separate accounting of the 

purchased receivables of a credit institution, a foreign bank branch; the calculation of 

the finance leasing outstandings to the total credit extension outstandings for the 

financial lessee in case of sale of the receivables with or without recourse; the 

issuance of the internal regulations before selling the receivables. 

 

- Fourthly, supplementing and amending a number of substances in a receivable selling 

contract, which include the substances with regard to the arrangements for recovering 

the lease payment; the sale of the receivables with or without recourse. 

 

- Fifthly, supplementing the regulation on resolving financial issues in case of the sale of 

the receivables with or without recourse, to be in line with Vietnamese accounting 

standards and the rule of prudence, to ensure the safety and effectiveness of the sale 

of the receivables. 

New regulations on amending and supplementing a number of credit institutions’ chart 

of accounts system and financial reporting regime applicable to credit institutions 

On 29 December 2017, the Governor of the State Bank of Vietnam (SBV) issued Circular No. 

22/2017/TT-NHNN amending and supplementing a number of credit institutions’ chart of 

accounts system.  Decision No. 479/2004 /QD-NHNN dated 29 April 2004 and the financial 

reporting regime applicable to credit institutions issued under Decision No. 16/2007 / QD-NHNN 

dated 18 April 2007 by the State Bank’s Governor. 

The Circular is issued in compliance with the exchange rate in Accounting Law 

No.88/2015/QH13, which meets accounting requirements in accordance with new financial 

regulations, business operation and practice operation of credit institutions. 

Subjects of this circular are credit institutions, foreign bank branches established and operating 

under the Law of Credit Organizations, except for People's credit funds and micro financial 

institutions. 

The Circular includes four articles, specifically: 

Article 1: Amending and supplementing a number of contents related to credit institutions’ 

chart of accounts system, issued in conjunction with Decision No. 479/2004/QD-NHNN dated 

April 29, 2004 by the State Bank’s Governor (including the following 3 points): 
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(1) Regulate on the exchange rate in use of converting the balances of all accounts in the 

foreign currency monetary items in order to issue reports at the end of the month, 

quarter and year applicable to 2 subjects as follow: Credit institutions licensed to deal in 

forex trading and credit institutions could not be licensed to deal in forex trading. 

 

(2) In order to ensure that foreign currency monetary items reflect the true market 

exchange rate at the time of exchange, licensed forex trading organizations use the 

average spot exchange rate for buying and transferring at the end of the last working 

day of the month, quarter, and year if the currency deviations is less than 1% of the 

weighted average of the closing price of the last working day of the month, quarter, 

and year.  Conversely, if the currency deviations is greater than 1% of the weighted 

average exchange rate, the credit institution shall use the weighted average exchange 

rate for conversion.  

 

Unlicensed credit institutions in forex trading use the spot exchange rate at the end of 

the last working day of the month, quarter or year of commercial banks conducting the 

most transactions in the accounting period. 

 

(3) Amending and supplementing a number of contents related to structure of some 

accounts in accordance with the provisions of Circular No. 200/2014 / TT-BTC regulated 

on enterprise accounting regime, meet with the increasingly diverse practice of credit 

organizations 

Article 2: amending and supplementing a number of articles of credit institutions’ financial 

reporting regime issued in conjunction with Decision No. 16/2007 / QD-NHNN dated 18 April 

2007 by The State’s Governor  (including the following 2 points): 

(1) Stipulate that the currency used for publishing and submitting financial statements to 

the state management authority in Vietnam is Vietnam dong. 

(2) Supplementing provisions on the principle of converting financial statements in foreign 

currencies into Vietnam.  Because in previous, financial reporting regime for credit 

institutions not yet stipulated 

Article 3 and Article 4: Responsibility of implementation organization and implementation 

effectiveness 

This Circular takes effect on 1 April 2018 

New regulations on (1) the procedure to revoke the License and liquidate the assets of 

credit institutions and (2) foreign bank branches; procedure to revoke the License of 

representative office of foreign credit institutions and other foreign institutions whose 

conduct banking activities 

On 29 December 2017, the Governor of the State bank of Vietnam signed for issuing Circular 

No. 24/2017/TT-NHNN regulating the sequence, procedure to revoke License and asset 

liquidation of credit institutions, foreign bank branches; sequence, procedure to revoke the 

License of representative office of foreign credit institutions, other foreign institutions whose 

banking activities regulation.  

Circular No.24/2017/TT-NHNN includes 4 chapters, 24 articles is valid and effect from 26 

February 2018 which replaces Circular No. 34/2011/TT-NHNN dated 28 October 2011 of the 

State bank regulating regulations of the sequence, procedure to revoke License and asset 

liquidation of credit institutions, foreign bank branches; sequence, procedure to revoke the 

License of representative office of foreign credit institutions, other foreign institutions whose 

banking activities. 
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Circular No. 24/2017/TT-NHNN has some new content as below:  

Firstly, regarding difficulties and tackles in executing the regulations in Circular No. 34, Circular 

No. 24.2017/TT-NHNN regulates the withdrawal procedure of License follows the tendency that 

credit institutions, foreign bank branches have to liquidate their asset first, then the State Bank 

revokes the License.  

Secondly, Circular No. 24/2017/TT-NHNN supplements the regulation on principle of License 

withdrawal and asset liquidation of credit institutions, foreign bank branches, includes: (i) credit 

institutions, foreign bank branches have to define their payment liabilities for loans and other 

asset obligations before and during asset liquidation procedure, closure and License withdrawal 

procedure; (ii) The State Bank of Vietnam will only accept the closure if the credit institutions, 

foreign bank branches are able to repay all the loans and other asset obligations.  

Thirdly, regarding supplement and amendment Law of many articles in Law of credit institutions 

No. 17/2017/QH14 dated 20 November 2017 agreement, Circular No. 24/2017/TT-NHNN 

supplements and amendments the regulation of sequence and procedure to revoke License of 

credit institutions, foreign bank branches who are revoked License.  

Circular No. 24/2017/TT-NHNN issuance is meant to  assist in the interpretation of the law 

governing credit institutions, resolve difficulties during executing the License withdrawal 

procedure, closure, asset liquidation, termination of operation of credit institutions, foreign bank 

branches, representative offices. 

New regulation on dossier, order and procedures for approving changes of non-bank 

credit institutions 

On 29 December 2017, the Governor of the State Bank of Vietnam (SBV) issued Circular No. 

25/2017/TT-NHNN governing procedures for approving changes of non-bank credit institutions. 

Circular No. 25/2017/TT-NHNN takes effect from 26 February 2018 and supersedes Circular 

06/2002 /TT-NHNN dated 23 December 2002 of the Governor of the SBV providing guidelines 

for Decree 79/2002/NĐ-CP dated 4 October 2002 of the Government on operating finance 

organization (Circular No. 06/2002/TT-NHNN) and Circular 06/2005/TT-NHNN dated 12 October 

2005 of the Governor of the SBV providing some guidelines for Decree 16/2001/ND-CP dated 02 

May 2001 of the Government on operating finance leasing company and Decree No. 

65/2005/ND-CP dated 19 May 2005 of the Government on amending and supplementing some 

articles of Decree No.16/2001/ND-CP dated 2 May 2001 of the Government on operating 

finance leasing company (Circular No. 06/2005/TT-NHNN). 

Circular No. 25/2017/TT-NHNN contains 17 Articles with some major changes in comparison to 

Circular No.06/2002/TT-NHNN and Circular No.06/2005/TT-NHNN as follows: 

First, the Circular amends the dossier in respect of assessing the necessity, effectiveness of the 

increase in charter capital, financial capacity, and commitment to use legal money in increasing 

charter capital for each specific case. 

Second, the Circular amends the dossier in respect of the purchaser, the transferee to become 

the new owner or contributor such as the dossier for the owner, founder of the non-bank credit 

institution pursuant to regulations of the Law. 

Third, the Circular amends order and procedures for approving the purchase and transfer of 

shares of major shareholders, purchase and sale, transfer of shares leading large shareholders 

to become ordinary shareholders and vice versa. 
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Fourth, the Circular amends procedures for approving the suspension of business activities from 

5 working days or more, except for temporary suspension of operation due to force majeure 

events. 

Fifth, the Circular amends the dossiers, order and procedures for supplementing the Licenses of 

non-bank credit institutions in addition to the amended contents specified in Clause 1, Article 29 

of the Law on Credit Institutions (amended and supplemented). 

The issuance of Circular No. 25/2017/TT-NHNN is to simplify administrative procedures of for 

approving changes of non-bank credit institutions, creating a legal basis for non-bank credit 

institutions to implement the standard, in accordance with the law on Credit Institutions, the law 

on amendment of some articles of the law on Credit Institutions and the current actual status of 

non-bank credit institutions 
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