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Welcome to our March 2020
Quarterly tax developments
publication.
Here we describe certain tax
developments previously
summarized in Tax Alerts or
other EY publications or
identified by EY tax professionals
or EY foreign member firms.
These developments may affect
your tax provision or estimated
annual effective tax rate.
We compile this information
because we recognize that, for
many companies, the most
challenging aspect of accounting
for income taxes is identifying
changes in tax law and other
events when they occur, so the
accounting can be reflected in
the appropriate period.
However, this publication is not
a comprehensive list of all
changes in tax law and other
events that may affect income
tax accounting.
This edition covers certain
enacted and effective tax
legislation, as well as regulatory
developments, legislative
proposals and other items
identified through 30 March
2020, except as noted.
We list EY publications that
you can access through our
Tax News Update website, if
you are registered. Anyone
interested in registering should
contact Joan Osborne at
joan.osborne@ey.com.
See our previous editions for
additional tax developments.

Tax developments
For discussion of the income tax relief enacted or proposed in response to COVID-19, see Appendix A;
for discussion of the income tax accounting considerations resulting from effects of the current
economic environment on companies’ financial performance and projections of future results,
see our updated Technical Line: Accounting and reporting considerations for the effects of the
coronavirus outbreak (revised 31 March 2020).

Legislation enacted in the first quarter
Companies are required to account for the effects of changes in tax laws in the period the legislation is
enacted. These changes are included in a company’s estimate of its annual effective tax rate in the first
interim period that includes the effective date of the rate change, but not earlier than the period that
includes the enactment date.1 If an interim change is significant, temporary differences may need to be
adjusted as of the enactment date.
Federal, state and territories
New Jersey — On 21 January 2020, New Jersey enacted legislation extending the expiration date of its
credits for qualified film production expenses and qualified digital media content production expenses to tax
years commencing before 1 July 2028 (formerly 1 July 2023). The change is effective upon enactment.
See the State and Local Tax Weekly for 14 February 2020.
Utah — On 28 January 2020, Utah repealed a reduction in its corporate income tax rate that was scheduled to
take effect on 16 February 2020. The reduction, which was previously enacted on 18 December 2019, would
have decreased the corporate income tax rate to 4.66% from 4.95%. The repeal is effective upon enactment.
See Tax Alert 2020-0212, dated 29 January 2020.
Wisconsin — On 3 March 2020, Wisconsin enacted legislation allowing companies that invest in certain Wisconsin
qualified opportunity funds to effectively exempt 10% of their deferred gains from Wisconsin income tax if
they hold the investment for five or more years (15% for investments held seven or more years). The changes
apply to tax years beginning after 31 December 2019. See the State and Local Tax Weekly for 6 March 2020.
International
Chile — On 24 February 2020, Chile enacted legislation maintaining a 35% tax on dividends distributed to
foreign investors resident in a tax treaty jurisdiction. The law allows shareholders resident in a tax treaty
jurisdiction to credit the Chilean corporate tax (27% rate) paid against the 35% withholding tax. Non-tax
treaty shareholders, however, may only credit 65% the corporate tax paid against the withholding tax,
triggering an overall tax rate of 44.5%.
Other changes include:

•

Temporarily allowing companies to claim 50% bonus depreciation for the value of fixed assets placed
in service before December 2021 for new investment projects

•

Gradually prohibiting Chilean holding companies in a tax loss position from claiming a refund of the
corporate taxes paid by local subsidiaries remitting dividends

•

Expanding the types of expenses a Chilean company may deduct from its corporate taxable income

•

Aligning Chile’s definition of a permanent establishment (PE) with criteria from the Organisation for
Economic Co-operation and Development (OECD)

1

Companies that have early adopted ASU 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income
Taxes, should reflect the effect of an enacted change in tax laws or rates in the annual effective tax rate computation
in the first interim period that includes the enactment date of the new legislation. This amendment aligns the timing of
recognition of the effects from enacted tax law changes on the effective tax rate with the effects on deferred tax
assets and liabilities by requiring both effects to be recognized in the interim period including the enactment date.
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Generally, the changes are retroactively effective to 1 January 2020. See Tax Alerts 2020-0271, dated
3 February 2020, and 2020-0293, dated 4 February 2020.
Gibraltar — On 30 January 2020, Gibraltar enacted legislation extending the scope of the hybrid
mismatch rules to hybrid mismatches involving jurisdictions outside the European Union (EU). The
legislation also addresses hybrid PE mismatches, hybrid transfers, imported mismatches and dual
resident mismatches, but not reverse hybrid entities. The legislation is effective for tax years beginning
on or after 1 January 2020. See Tax Alert 2020-0252, dated 31 January 2020.
Guatemala — On 12 February 2020, Guatemala enacted legislation allowing foreign airlines operating in
the country as a branch, agency or PE to deduct a portion of expenses incurred outside Guatemala as
long as the expenses are necessary to provide transport services in Guatemala. The change is effective
1 January 2021. See Tax Alert 2020-0413, dated 20 February 2020.
India* — On 27 March 2020, India enacted legislation abolishing the 20.56% dividend distribution tax paid
by Indian companies and introducing a 20% withholding tax (plus applicable surcharges) on dividends paid
to foreign shareholders. A lower treaty rate may apply if certain conditions are met. Other changes include:

•

Extending until 30 June 2023 the applicability of the 5% withholding tax rate on interest paid by
Indian companies on certain eligible loans and debt instruments

•

Deferring until 1 April 2021 the application of rules that would tax companies with a “significant
economic presence” in India

•

Broadening the definition of royalties under Indian tax law to include income from the sale,
distribution or exhibition of cinematographic films

•

Relaxing the requirements that certain investment funds must meet to qualify for an exemption from
Indian PE rules

•

Exempting from taxation the profits of certain startup companies for any three consecutive years out of
10 years from incorporation, provided the company’s annual revenue does not exceed US$14.3 million
(previously US$3.57 million)

•

Imposing a 1% withholding tax on payments made by an e-commerce operator to e-commerce
participants for the sale of goods or provision of services facilitated through its digital or electronic
facility or platform, effective 1 October 2020

•

Reducing the withholding tax rate on certain technical service fees to 2% from 10%

Unless otherwise indicated, the changes are effective 1 April 2020.
Japan — On 27 March 2020, Japan enacted legislation allowing companies within a wholly owned domestic
group with a common Japanese parent to share losses with one another, replacing the tax consolidation
regime. The change is effective for tax years beginning on or after 1 April 2022. Other changes include:

•

Allowing companies to deduct 25% of investments made in a venture company from 1 April 2020 to
31 March 2022, provided certain conditions are met

•

Allowing companies that invest in “5G technology” to claim either a 15% tax credit or 30% bonus
depreciation for qualifying investments, limited to 20% of corporate income tax liability

•

Requiring a parent company to reduce its basis in a subsidiary’s shares if the subsidiary pays the
parent a dividend exceeding 10% of the parent’s tax basis in subsidiary’s shares and the parent claims
a dividends-received deduction for the dividend income (exceptions may apply)

•

Tightening the requirements large companies must satisfy to qualify for certain tax incentives

•

Disallowing deductions claimed by certain large companies for meal entertainment expenses

* A Tax Alert has not been published on this development.

3 | Quarterly tax developments March 2020

The incentive to invest in 5G technology will be available for expenses incurred from the date that a
different law (the Advanced Information Communication Promotion Law) is enacted until 31 March 2022.
Unless otherwise indicated, the changes are generally effective for tax years beginning 1 April 2020.
See Tax Alert 2020-0775, dated 30 March 2020.
South Africa — On 15 January 2020, South Africa enacted legislation broadening the anti-dividend stripping
rules to prevent transactions that effectively transfer the value of shares without disposing of them and
triggering tax consequences under existing anti-avoidance rules. The legislation also requires real estate
investment trusts (REITs) to treat certain foreign-exchange gains as rental income. Other changes include:

•

Requiring employers to deduct variable remuneration (e.g., reimbursements, night-shift payments,
standby allowances) when paid, rather than when incurred

•

Aligning the tax cost of assets acquired in value-mismatch exchange transactions to eliminate double
taxation

•

Modifying the rules governing the Special Economic Zone (SEZ) tax incentive to prevent existing
businesses from relocating into SEZs

•

Clarifying that investors in hybrid equity instruments must pay tax on dividends earned if the issue
price is returned through a mandatory distribution, or if they have the option of receiving the
distribution, within three years of the issue date

See Tax Alert 2020-0250, dated 31 January 2020.
Internal Revenue Code conformity
The following chart lists the states that enacted legislation this quarter updating their general date of
conformity to the US Internal Revenue Code (IRC) for corporate income tax purposes. The chart also
includes the dates on which the new conformity date was enacted and became effective. Further
information on a state’s IRC conformity can be found in the cited reference.
State

Enactment date Date of conformity

Effective date

Reference

Idaho

18 February 2020 1 January 2020

1 January 2020

State and Local
Tax Weekly for
21 February 2020

Virginia

17 February 2020 31 December 2019

Effective for tax
years beginning
on and after
1 January 2018

State and Local
Tax Weekly for
21 February 2020

West Virginia

2 March 2020

2 March 2020

State and Local
Tax Weekly for
6 March 2020

31 December 2019

Legislation effective in the first quarter
Federal, state and territories
Federal — Effective 1 January 2020, the following provisions extend through 31 December 2020:

•

The controlled foreign corporation (CFC) look-through rule

•

The work opportunity tax credit

•

The new markets tax credit

•

The employer-provided paid family and medical leave credit

The changes were enacted 20 December 2019. See Tax Alerts 2020-0060, dated 10 January 2020,
and 2020-0180, dated 24 January 2020, and Americas Tax Policy: This Week in Tax Policy News for
20 December 2019.
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Arkansas — Effective for calendar-year 2020, companies may carry their net operating losses (NOLs)
forward eight years, rather than five. The change was enacted 9 April 2019. See the State and Local
Tax Weekly for 12 April 2019.
Delaware — Effective 1 January 2020, most companies must use a single sales factor apportionment
formula. Asset management companies, telecommunication companies and companies whose principal
headquarters are in Delaware may use either a single-sales factor or an equally weighted three-factor
apportionment formula. The change was enacted 27 January 2016. See the State and Local Tax Weekly
for 29 January 2016.
District of Columbia — Effective 1 January 2020, employers may only apply the 10-year credit
carryforward to credits based on the wages of qualified employees hired before 1 October 2019.
Additionally, an 8.25% general corporate rate applies to income of qualified high technology companies,
and those companies may claim fewer corporate franchise tax credits. The changes were enacted
22 July 2019. See the State and Local Tax Weekly for 23 August 2019.
Hawaii — Effective for tax years beginning on or after 1 January 2020, out-of-state businesses are
subject to tax on income earned in Hawaii if they engage in or solicit 200 or more business transactions
with persons in Hawaii or have gross income attributable to Hawaiian sources of $100,000 or more.
The change was enacted 2 July 2019. See the State and Local Tax Weekly for 22 July 2019.
Louisiana* — Effective for tax years beginning on or after 1 January 2020, companies must apply their
NOLs to Louisiana net income in chronological order, beginning with the NOL from the earliest tax year.
The change was enacted 11 June 2019.
Missouri — Effective for tax years beginning on or after 1 January 2020, the corporate income tax rate
decreases to 4% from 6.25%. Most companies must also use a single-sales-factor formula when apportioning
income to the state for corporate income tax purposes and market-based sourcing. The changes were
enacted 1 June 2018. See Tax Alert 2018-1153, dated 4 June 2018.
Additionally, for tax years beginning on or after 1 January 2020, banks may no longer claim a tax credit,
based on their outstanding shares and surplus in Missouri, against their bank tax or corporate income tax
liability. The change was enacted 11 July 2019. See the State and Local Tax Weekly for 9 August 2019.
New Hampshire — Effective for tax periods beginning on or after 1 January 2020, New Hampshire
conforms to the IRC as of 31 December 2018 for purposes of its business profits tax and business
enterprise tax. Companies are also subject to the business profits tax on a portion of their global
intangible low-taxed income (GILTI). Other changes include:

•
•

Reducing the business profits tax to 7.7% from 7.9% for tax periods ending on or after 31 December 2019
Reducing the business enterprise tax rate to 0.6% from 0.675% for tax periods ending on or after
31 December 2019

The changes were enacted 26 September 2019. See the State and Local Tax Weekly for 7 October 2019.
New Jersey — Effective for periods beginning 1 January 2020 through 31 December 2021, the temporary
surtax on certain companies’ liability for the corporation business tax decreases to 1.5% from 2.5%. The
change was enacted 1 July 2018. See Tax Alert 2018-1342, dated 2 July 2018.
New Mexico — Effective for tax years beginning on or after 1 January 2020, combined reporting applies
for corporations in a unitary group. Companies may elect to include US members only. Additionally, special
rules apply for carrying over NOLs pre- and post-combination, and companies may use NOLs to offset only
80% of income.
Other changes include:

•

Adopting an equally weighted three-factor formula for apportioning income to New Mexico but allowing
certain manufacturers and companies headquartered in New Mexico to elect to use a single sales factor
apportionment formula

•

Adopting a “throw-out” rule that excludes certain sales from a company’s apportionment calculation

* A Tax Alert on this development is not available.

5 | Quarterly tax developments March 2020

•

Adjusting the definition of “base income” to permit certain deductions created by the Tax Cuts and
Jobs Act (TCJA or P.L. 115-97) and prohibit others

The changes were enacted 4 April 2019. See Tax Alert 2019-0812, dated 23 April 2019.
North Carolina — Effective for tax years beginning on or after 1 January 2020, multistate businesses must
use market-based sourcing rules to apportion all income earned, including income from sales of services
and intangible property. Special rules apply to financial institutions, electric power companies and
certain distributors. The changes were enacted 8 November 2019. See Tax Alert 2019-2113, dated
2 December 2019.
Oregon — Effective for tax years beginning on or after 1 January 2020, a separate corporate activity tax
(CAT) applies in addition to Oregon’s corporate income tax. Generally, businesses with substantial nexus in
Oregon and over $1 million of taxable “commercial activity” in the state must pay the tax, which applies at
a rate of $250 plus 0.57% of the business’s taxable commercial activity over $1 million. To calculate the
tax, companies must subtract from commercial activity sourced to Oregon 35% of the greater of the following
amounts that they paid or incurred: (i) the amount of the cost of inputs or (ii) the company’s labor costs.
The CAT was enacted 16 May 2019. Technical corrections* to the CAT were enacted 23 July 2019.
See Tax Alert 2019-0940, dated 16 May 2019.
Tennessee — Effective for tax years beginning on or after 1 January 2020, Tennessee does not conform
to the federal limitation on business interest expense as amended by the TCJA. The change was enacted
21 May 2018. See the State and Local Tax Weekly for 24 May 2018.
International
Algeria — Effective 1 January 2020, a 15% withholding tax applies to certain undistributed profits
(earnings after tax) generated in tax years beginning with 2016. A 15% withholding tax also applies to
certain dividends, while a 16.8% withholding rate effectively applies to royalties paid to a foreign provider
for the use of software. The changes were enacted 30 December 2019. See Tax Alert 2020-0159,
dated 22 January 2020.
Colombia — Effective 1 January 2020, the corporate income tax rate decreases to 32% from 33%. A 9%
corporate income tax rate applies to income from certain activities (e.g., hospitality services in new or
refurbished hotels) for 10 to 20 years, depending on the activity. Other changes include:

•

Reducing the 1.5% presumptive income tax (i.e., an alternative income tax based on a percentage of
net equity from the prior year) to 0.5% for 2020

•

Increasing the dividend withholding tax rate for foreign investors to 10% from 7.5%

•

Imposing a 4% surtax for 2020 on certain financial institutions (for a total rate of 36% for 2020)

•

Subjecting a PE to tax on its worldwide source income and limiting deductions for interest expenses
that are attributable to a PE and not subject to withholding tax

•

Clarifying the requirements for claiming a tax exemption for income from entrepreneurial and
technological activities

The changes were enacted 27 December 2019. See Tax Alert 2020-0025, dated 6 January 2020.
Ecuador* — Effective 1 January 2020, the tax exemption for dividends only applies to dividends paid to
other Ecuadorian entities, and the tax exemption for gains derived from the sale of real estate no longer
applies. Other changes include:

•

Modifying the thin capitalization rules

•

Allowing deductions for lease payments if the lease is not part of a “back-to-back” transaction

•

Eliminating deductions for related party indirect expense allocations

•

Repealing the cap on deductions for promotional and advertising costs and expenses

* A Tax Alert has not been published on this development.
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•

Applying transfer pricing rules, regardless of whether other regimes and principles apply
(e.g., economic substance, general or specific anti-avoidance rules)

•

Establishing a voluntary disclosure regime for (1) Ecuadorian tax residents that, as of 31 December
2018, had earned income or carried out operations subject to income tax; and (2) taxpayers that, as
of 31 December 2018, maintained assets abroad that were not reported on their income tax returns

•

Imposing a 10% withholding tax (tax base of 40% taxed at a 25% rate) on dividends paid to
nonresidents, which could be reduced if applicable tax treaty requirements are met

•

Imposing a temporary tax ranging from 0.10% to 0.20% on companies with revenues of $1 million or
more in tax year 2018 and allowing them to pay the tax from 2020 through 2022

The changes were enacted 30 December 2019. See the Quarterly tax developments publication for Q4 2019.
Equatorial Guinea — Effective 1 January 2020, the withholding tax on income paid to foreign companies
increases to 15% from 10%. The change was enacted 12 December 2019. See Tax Alert 2019-0346,
dated 11 February 2020.
France * — Effective for tax years beginning on or after 1 January 2020, the corporate income tax rate
for companies with revenue lower than €250 million decreases to 28% for all income. Previously, a 28%
rate applied to the first €500,000 of taxable income and a 31% rate applied to taxable income over
€500,000. The change was enacted on 31 December 2017.
Also, effective for tax years beginning on or after 1 January 2020, the corporate income tax rate for
large companies (or tax consolidated groups) with €250 million or more in revenue realized in France
decreases to 31% from 33% on taxable income over €500,000.
Other changes effective for tax years beginning on or after 1 January 2020 include:

•

Implementing the EU’s anti-hybrid rules in Anti-Tax Avoidance Directive (ATAD) 1 and ATAD 2

•

Repealing domestic anti-hybrid rules for interest expenses, which were replaced with the
implementation of the EU’s anti-hybrid rules

•

Tightening the requirements for claiming the research and development (R&D) tax credit

•

Allowing foreign companies in a tax loss position to claim a refund of certain withholding taxes,
provided various requirements are satisfied

•

Allowing nonresident companies with a French branch to avoid or limit the imposition of French
branch tax if they can demonstrate that their profits have not been diverted out of France

The changes were enacted 29 December 2019. See the Quarterly tax developments publication for Q4 2019.
Germany* — Effective 1 January 2020, shareholders must own at least 15% (rather than 10%) of a
company to claim the 95% trade tax exemption for dividends received from a non-EU company. Other
changes include:

•

Eliminating the activity test that distributing non-EU companies previously needed to pass for German
shareholders to claim the 95% trade tax exemption

•

Certain income tax incentives to encourage investment in the development of electric and hybrid cars

The changes were enacted 17 December 2019. See the Quarterly tax developments publication for Q4 2019.
Also, effective 1 January 2020, companies may claim income tax credits for expenses from research
conducted in Germany, if certain requirements are met. The change was enacted 20 December 2019.
See the Quarterly tax developments publication for Q4 2019.

* A Tax Alert has not been published on this development.
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Ireland* — Effective 1 January 2020, the 2017 OECD transfer pricing guidelines apply to non-trading
transactions and certain capital transactions but not to some domestic transactions. The anti-hybrid
rules in the EU’s ATAD 2 apply to payments made on or after 1 January 2020.
Other changes include:

•

Increasing the dividend withholding tax rate to 25% from 20% (exemptions are available)

•

Disallowing a corporate income tax deduction for “taxes on income,” such as dividend withholding
taxes and royalty withholding taxes

The changes were enacted 22 December 2019. See the Quarterly tax developments publication for Q4 2019.
Italy — Effective 1 January 2020, a new tax credit for the purchase of certain tangible and intangible
assets replaces the extra-amortization regime for specified high-tech investments. Companies may apply
the tax credit to high-tech investments that they were amortizing under the extra-amortization regime.
Other changes include:

•

Broadening eligibility for the R&D credit

•

Allowing certain nonresident companies to elect to increase their stock basis in private companies
held as of 1 January 2020 by paying an 11% substitute tax

•

Allowing companies to deduct 50% of their municipal property tax on certain real property assets
(i.e., not trade assets) for corporate income tax purposes in 2020

The changes were enacted 30 December 2019. See Tax Alert 2020-0049, dated 10 January 2020.
Kenya — Effective 1 January 2020, Kenya’s thin capitalization rules do not apply to foreign investments in
affordable housing projects. The change was enacted 7 November 2019. See Tax Alert 2019-2045,
dated 15 November 2019.
Luxembourg — Effective 1 January 2020, the anti-hybrid mismatch rules also apply to countries that are
not EU member states (i.e., third countries). In addition, the rules now cover hybrid PE mismatches,
hybrid transfers, imported mismatches, reverse-hybrid entities and dual-resident mismatches. Rules on
reverse-hybrid entities, however, will not apply until tax year 2022. The change was enacted 23 December
2019. See Tax Alert 2020-0085, dated 14 January 2020.
Mexico — Effective 1 January 2020, a general anti-avoidance rule allows tax authorities to recharacterize
transactions that lack a business purpose. Limits also apply to deductions for payments made directly or
indirectly to related parties that reside in jurisdictions with an income tax rate lower than 22.5%.
Other changes include:

•

Adopting anti-hybrid rules and treating transparent entities as corporations for Mexican income tax purposes

•

Limiting interest expense deductions to 30% of “adjusted taxable income” (similar to earnings before
interest, taxes, depreciation and amortization (EBITDA)) for companies with more than MxP20 million
of annual net interest

•

Expanding Mexico’s PE definition

The changes were enacted 9 December 2019. See Tax Alerts 2019-1967, dated 5 November 2019,
2019-2003, dated 8 November 2019, 2019-2023, dated 12 November 2019, 2019-2163, dated
9 December 2019, and 2020-0415, dated 20 February 2020.

* A Tax Alert has not been published on this development.
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Netherlands — Effective 1 January 2020, a favorable application of the hybrid-entity provision in the
Netherlands’ income tax treaty with the US no longer applies. Consequently, dividend distributions by a Dutch
resident entity to a reversed hybrid entity, often a CV (a type of Dutch partnership) or a limited partnership,
could be subject to the hybrid-entity rule and thus subject to a 15% Dutch dividend withholding tax. The
change was enacted 16 December 2019. See the Quarterly tax developments publication for Q4 2019.
Also, effective 1 January 2020, the corporate income tax rate on the first €200,000 decreases to
16.5%, but the top corporate income tax rate remains 25%. Other changes effective in 2020 include:

•

Aligning the Dutch definitions of PE and personal representative with the definitions used in Dutch
income tax treaties or the OECD’s Multilateral Convention to Implement Tax Treaty Related Measures
to Prevent Base Erosion and Profit Shifting (BEPS), if no treaty applies

•

Limiting interest expense deductions for certain banks and insurance companies

•

Implementing the EU’s ATAD on hybrid mismatches, which may limit cost deductions or result in the
inclusion of income for tax years beginning on or after 1 January 2020

•

Amending an existing safe harbor so that it only provides taxpayers with a rebuttable presumption that
their transactions satisfy certain anti-abuse rules, rather than deeming their transactions as not abusive

The changes were enacted 27 December 2019. See the Quarterly tax developments publication for Q4 2019.
An updated list of low-tax jurisdictions (i.e., countries with a statutory corporate income tax rate of less
than 9%) applies beginning 1 January 2020 and is relevant for applying the CFC rules. The changes were
enacted 30 December 2019. See Tax Alert 2020-0070, dated 13 January 2020.
Finally, as of 1 January 2020, the Multilateral Instrument (MLI) enters into effect for tax treaties
between the Netherlands and the following countries: Australia, Austria, Canada, Finland, France,
Georgia, Iceland, India, Israel, Japan, Lithuania, Luxembourg, Malta, Norway, New Zealand, Serbia,
Singapore, Slovakia, Slovenia, United Arab Emirates, and the United Kingdom. The effective date of the
MLI’s application depends on whether and on which date a tax treaty partner ratified the MLI. The
Netherlands ratified the MLI on 29 March 2019.
Norway * — Effective for the 2020 tax year onward, new limits apply to deductions under the R&D tax
incentive regime. The changes were enacted 20 December 2019. See the Quarterly tax developments
publication for Q4 2019.
Peru — Effective 1 January 2020, the expiration date of income tax benefits for the agricultural sector is
31 December 2031, rather than 31 December 2021. The benefits include a 15% preferential income tax
rate. The change was enacted 29 December 2019. See Tax Alert 2020-0045, dated 9 January 2020.
South Korea — Effective 1 January 2020, income tax applies to royalties received for patents that are
registered outside the country and used in domestic manufacturing. Similarly, compensation paid by a
South Korean company for infringing on a patent registered outside the country is subject to a 16.5%
withholding tax, which includes the 10% surtax.
Other changes include:

•

Taxing capital gains realized by nonresidents on the sale of their shares in a South Korean real
property holding company

•

Placing the burden of proof on taxpayers to demonstrate that certain transactions have a valid
business purpose and were not intended to avoid tax

The changes were enacted 31 December 2019. See Tax Alert 2020-0059, dated 10 January 2020.

* A Tax Alert has not been published on this development.
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Switzerland — Effective 1 January 2020, preferential tax regimes on cantonal level (such as holding and
mixed company) and certain federal tax benefits (such as principal company and Swiss finance branch)
are abolished. Companies that previously claimed these benefits may apply for transitional measures.
Lower ordinary corporate income tax rates also apply in most cantons.
A patent box regime that aligns with OECD standards now applies. Under the new regime, up to 90% of
net profits from domestic and foreign patents and similar rights may be effectively exempt from tax
(individual cantons may adopt a lower rate). Before the patent box regime can be applied for the first
time, the corresponding tax-deducted R&D expenditures must be recaptured and taxed. Other changes
(not introduced in all cantons) include an R&D “super” deduction, a notional interest deduction (NID), and
a capital tax reduction on qualifying investments, patents and intercompany loans. On the federal level,
the changes were enacted 6 August 2019. Most cantons enacted the changes in 2019. See the Quarterly
tax developments publication for Q3 2019.
Zambia — Effective 1 January 2020, new transfer pricing definitions apply, and new rules govern when
companies may claim tax credits or adjustments for related party transactions subject to transfer pricing
adjustments. Other changes include:

•

Modifying the definition of farming for purposes of the 10% income tax rate for farming businesses

•

Requiring related parties selling base and precious metals to use a reference price to satisfy the
arm’s-length requirement

The changes were enacted 27 December 2019. See Tax Alert 2020-0145, dated 21 January 2020.
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Other considerations
Court decisions, regulations
issued by tax authorities and
other events may constitute
new information that could
trigger a change in judgment in
recognition, derecognition or
measurement of a tax position.
These events also may affect
your current or deferred
tax accounting.

For discussion of the income tax relief enacted or proposed in response to COVID-19, see Appendix
A; for discussion of the income tax accounting considerations resulting from effects of the current
economic environment on companies’ financial performance and projections of future results, see
our updated Technical Line: Accounting and reporting considerations for the effects of the
coronavirus outbreak (revised 31 March 2020).
Federal, state and territories
Federal — The Government released final regulations on qualified opportunity zones (QOZs). The final
regulations address what types of gains may be reinvested and when they may be reinvested; when
gains may be excluded from tax; how qualified opportunity funds (QOFs) and qualified opportunity zone
businesses (QOZBs) can invest in QOZs; how C corporations can invest in QOZs; and new rules for QOF C
corporations, among other topics. See Tax Alert 2020-0056, dated 10 January 2020.
In final regulations, the Government outlined the requirements that US partners must satisfy to claim
tax-free treatment for appreciated property that is contributed to a domestic partnership with
foreign related partners. See Tax Alert 2020-0206, dated 28 January 2020.
In another set of final regulations, the Government outlined how to apply rules governing when companies
claim foreign tax credits resulting from certain foreign acquisitions. The final regulations also add new
categories to the list of “covered asset acquisitions” for which companies may not claim related foreign
tax credits. See Breaking Tax News 2020-9007, dated 20 March 2020.
In a notice, the Government addressed how to determine when construction has begun on carbon
capture facilities or equipment for purposes of claiming the carbon capture credit. In a related
revenue procedure, the Government established a safe harbor on which partnerships can rely when
allocating the credit. See Tax Alert 2020-0432, dated 25 February 2020.
In a revenue ruling, the Government clarified how low-income housing project owners can calculate the
income limits under the average income test to determine whether they set aside enough low-income
housing to qualify for the IRC Section 42 credit. See Tax Alert 2020-0280, 4 February 2020.
Mississippi — The Government amended regulations on dividend income to address the treatment of
dividends paid after stock is sold. The amendments also define stock dividend and list exceptions to the
general tax-free treatment of stock dividends that occur when a stock dividend changes a shareholder’s
proportionate ownership or increases a shareholder's interest in the corporation's assets or earnings and
profits. See the State and Local Tax Weekly for 28 February 2020.
State — The following states released TCJA-related guidance for state corporate income tax purposes:

•

Iowa — GILTI, IRC Section 163(j) limitation on interest expense deductions

•

Illinois — IRC Section 163(j) limitation on interest expense deductions

•

Michigan — GILTI, foreign-derived intangible income (FDII)

•

New Hampshire — GILTI

See Tax Alerts 2020-0046, dated 9 January 2020, 2020-0329, dated 7 February 2020, 2020-0514,
dated 6 March 2020, and the State and Local Tax Weekly for 7 February 2020.
Texas — In a policy memo, the Government announced that companies must now compute net gains and
losses on a separate-entity basis for Texas franchise (margin) tax apportionment purposes. The Government
reasoned that controlled groups may not offset one member’s gain with another’s loss because Texas
does not follow the US consolidated return rules. See Tax Alert 2020-0474, dated 2 March 2020.
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Tax amnesties
This table shows tax amnesties that were announced or went into effect in the first quarter of 2020.
Jurisdiction
Dominican
Republic
El Salvador

Honduras

Amnesty period

Taxes covered

Reference
Tax Alert 2020-0427,
20 February 2020 through All existing tax liabilities,
20 May 2020
including corporate income dated 24 February 2020
tax liabilities
27 January 2020 through Taxes, including corporate Tax Alert 2020-0061,
27 September 2020
income taxes, that should dated 10 January 2020
have been paid before the
amnesty became effective
25 February 2020 through Taxes, including corporate Tax Alert 2020-0541,
dated 12 March 2020
25 May 2020
income taxes, incurred
through 30 November 2019

Rwanda

3 March 2020 through 30
June 2020

Tax Alert 2020-0506,
All existing tax liabilities,
including corporate income dated 5 March 2020
tax liabilities

International
Argentina — Federal Court “B” of the Province of Córdoba held that a company could allocate its entire
negative inflation adjustment to its tax year ended 31 March 2019, under certain circumstances, even
though Argentine law requires the adjustment for that tax year to be allocated over three years. The
Court reasoned that paying the income tax liability as required by law would cause financial and
economic damage to the company. See Tax Alert 2020-0433, dated 25 February 2020.
Australia — In a Taxpayer Alert, the Government identified transactions that it believes violate the general
anti-avoidance rule, as well as rules for Australian transfer pricing, capital gains tax and capital allowances.
The transactions generally involve the transfer of intellectual property rights by an Australian company
to a related foreign company. See Tax Alert 2020-0169, dated 23 January 2020.
Bahrain — In guidance and frequently asked questions, the Government introduced a two-part test for
determining whether certain companies satisfy Bahrain’s economic substance requirements. The
guidance includes explanations and examples of how to apply the test. See Tax Alert 2020-0203, dated
28 January 2020.
Belgium — The Government issued a series of circular letters, including one clarifying mechanisms of the
Belgian group contribution regime (intragroup transfer of losses) and one with guidance on transfer
pricing for multinational enterprises and the tax administration. See Tax Alert 2020-0572, dated
17 March 2020.
Colombia — In an official opinion, the Government analyzed the most-favored nation clauses in its income
tax treaties that would be affected by the recent Colombia-United Kingdom treaty. Unlike prior treaties,
the Colombia-United Kingdom treaty does not permit Colombia to tax income from technical assistance
services, technical services and consultancy services. See Tax Alert 2020-0495, dated 4 March 2020.
Costa Rica — The Government removed the following jurisdictions from its list of noncooperative
jurisdictions: US Virgin Islands, Guadeloupe, Martinique, Reunion, French Polynesia, Saint Pierre and
Miquelon, and Eritrea. See Tax Alert 2020-0315, dated 6 February 2020.
Cyprus — The Government announced the 10-year government bond yield rates for 63 countries for the
2020 tax year. Companies use these rates to determine the reference interest rate for claiming the NID
on corporate equity for the 2020 tax year. See Tax Alert 2020-0364, dated 13 February 2020.
EU — The EU Council added the Cayman Islands, Palau, Panama and Seychelles to the so-called ”blacklist”
of noncooperative jurisdictions for tax purposes. See Tax Alerts 2020-0398, dated 18 February 2020,
2020-0404, dated 19 February 2020, and 2020-0453, dated 27 February 2020.
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Germany — The Government published a list of harmful preferential tax regimes to which the German
royalty deduction limitation rule applies, beginning with the 2018 tax year. Under the rule, companies may
claim no or only partial deductions for royalties paid to corporations in jurisdictions with those regimes.
The Government also published a list of preferential tax regimes still under review, which includes the
US FDII deduction. Companies may fully deduct royalties paid to corporations residing in jurisdictions
whose regimes are under review but could have those deductions retroactively disallowed at a later date.
See Tax Alert 2020-0440, dated 26 February 2020.
OECD — The following countries have deposited their MLI ratification instruments this quarter:

•

Portugal — MLI enters into force 1 June 2020

•

Uruguay — MLI enters into force 1 June 2020

See Tax Alert 2020-0337, dated 10 February 2020.
Poland — An administrative court held that a South Korean investor could claim a reduced withholding
rate under the Poland-South Korea income tax treaty on interest it received from a Polish company
through a trust bank account owned by a South Korean real estate fund. The Court concluded that the
investor qualified as the beneficial owner under the treaty because it ultimately received the interest
paid into the account. See Tax Alert 2020-0439, dated 26 February 2020.
Spain — In a resolution, the Government clarified the circumstances under which it will afford a foreign
entity (e.g., a limited liability partnership) look-through treatment for Spanish income tax purposes. See
Tax Alert 2020-0385, dated 17 February 2020.
Uruguay — The Government aligned its list of low- or no-taxation countries and jurisdictions with its
transfer pricing list. Forty countries are on the list. See Tax Alert 2020-0247, dated 31 January 2020.
In a decree, the Government allowed companies engaged in mergers or spin-offs to not compute the goodwill
in those transactions if certain conditions are met. See Tax Alert 2020-0500, dated 5 March 2020.
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Things we have our eyes on
National, state and local
governments continue to seek
to increase their revenues.
Companies should continue to
monitor developments in this
area. Some of these potential
tax law changes are
summarized here.

For discussion of the income tax relief enacted or proposed in response to COVID-19, see Appendix
A; for discussion of the income tax accounting considerations resulting from effects of the current
economic environment on companies’ financial performance and projections of future results, see
our updated Technical Line: Accounting and reporting considerations for the effects of the
coronavirus outbreak (revised 31 March 2020).
Federal, state and territories
Ordinary and necessary business expense deductions — In proposed regulations, the Government outlined
the circumstances under which businesses may deduct, as ordinary and necessary business expenses,
payments they make to state and local governments in exchange for tax credits. See Tax Alert 2020-0054,
dated 10 January 2020.
NOL limitation rules — In proposed regulations, the Government would partially withdraw previously
proposed regulations that would eliminate the increased NOL limitation for built-in gains in pre-acquisition
assets. The newly proposed regulations would also grant transition relief to taxpayers that must determine
built-in gain and loss when a change in a loss corporation's ownership occurs for purposes of the IRC
Section 382 loss limitation calculation. See Tax Alert 2020-0101, dated 15 January 2020.
Meals and entertainment expenses — In proposed regulations, the Government would address changes
made to business expense deductions under IRC Section 274 after the TCJA eliminated the deduction
for entertainment expenses. The regulations would address: (1) the elimination of the deduction for
entertainment, amusement and recreation expenses and (2) the limitation on the deduction for food and
beverage expenses. See Tax Alert 2020-0442, dated 26 February 2020.
Energy incentives — In its fiscal year 2021 budget, the Trump Administration proposed repealing
accelerated (five-year) depreciation for renewable energy property and the energy investment credit for
property for which construction begins after 2020. See Tax Alert 2020-0339, dated 11 February 2020.
Cost-sharing agreements — The US Supreme Court has been petitioned to review the Ninth Circuit Court
of Appeals decision upholding a 2003 regulation requiring related party participants in a cost-sharing
arrangement to charge out stock-based compensation costs. See Tax Alert 2020-0388, dated
17 February 2020.
Connecticut — The Government proposed retaining the 10% corporate surcharge. It also proposed
delaying a scheduled reduction in the capital base tax and limiting the carryforward of new R&D credits
to 15 years. See the State and Local Tax Weekly for 7 February 2020.
Hawaii — The Government issued proposed rules on Hawaii's new market-based sourcing rules for revenue
from the sale of services and intangible property. See the State and Local Tax Weekly for 17 January 2020.
Iowa — The Government proposed to effectively decouple from the federal GILTI provisions enacted under
the TCJA, as well as from the IRC Section 163(j) limitation on interest expenses. If enacted, the change
would be retroactively effective to 1 January 2019. See Tax Alert 2020-0514, dated 6 March 2020.
Maine — The Government introduced proposed tax incentives to increase R&D investment levels. See the
State and Local Tax Weekly for 7 February 2020.
New York — The Government introduced two proposed income tax credits to help expand the “green
economy.” It also proposed increasing eligible investment for R&D in qualifying green economy projects.
See the State and Local Tax Weekly for 7 February 2020.
In proposed regulations, the Government outlined how a corporate partner would compute its New York
income tax. See Tax Alert 2020-0207, dated 28 January 2020.
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Pennsylvania — The Government proposed reducing the corporate income tax rate to 5.99% from 9.99%
over five years and limiting the NOL deduction to 40%. Other changes include requiring mandatory
combined reporting. See the State and Local Tax Weekly for 7 February 2020.
Vermont — The Government proposed exempting companies that create energy innovation jobs from the
corporate income tax. See the State and Local Tax Weekly for 7 February 2020.
International
Argentina — The Government proposed changes to its promotional regime for knowledge-based companies
(e.g., software development companies, audio-visual productions, biotechnology companies), including:

•

Replacing the 15% income tax rate with a new calculation that involves reducing the income tax due
by 60% after applying a 30% income tax rate to the income derived from promotional activities

•

Replacing the credit for foreign income taxes paid with a deduction

•

Changing the requirements with which companies must comply to participate in the regime

See Tax Alert 2020-0445, dated 27 February 2020.
Australia — The Government proposed broadening the definition of “significant global entity” (SGE) to
include members of large groups headed by private companies, trusts, partnerships and investment
funds. Entities that are classified as SGEs are subject to Australia’s diverted profits tax and its multinational
anti-avoidance law, among other things. See Tax Alert 2020-0363, dated 13 February 2020.
Hong Kong — The Government proposed exempting certain profits of qualifying ship lessors and qualifying
ship leasing managers from tax. It also proposed an 8.25% concessionary tax rate on certain profits
derived by qualifying ship leasing managers, direct insurers and licensed insurance broker companies.
Other proposals include tax concessions for carried interest issued by private equity funds to their
managers. See Tax Alerts 2020-0465, dated 28 February 2020, and 2020-0481, dated 2 March 2020.
Jamaica — The Government proposed lowering the general corporate tax rate to 15% from 16.5%. It also
proposed an income tax credit of up to J$375,000 for corporations with revenue/sales of J$500 million
or less. The credit, which is designed to equalize the tax treatment of incorporated and unincorporated
companies, could be used in conjunction with the employment tax credit, but unused credits could not be
carried forward. See Tax Alert 2020-0555, dated 13 March 2020.
Norway — The Government proposed imposing a 15% withholding tax on interest paid to related parties
in low-tax jurisdictions. A 15% withholding tax would also apply to royalties paid to nonresident related
parties. The Government also proposed:

•

Imposing withholding tax on lease payments made to related parties for ships, rigs, airplanes and helicopters

•

Aligning the definition of “related party” for withholding tax purposes with the rules on transfer
pricing disclosure and the rules limiting interest expense

•

Allowing certain companies resident in the European Economic Area to opt for a “net taxation regime”
for interest and royalty payments, which would allow them to submit a corporate income tax return
and claim deductions for relevant costs

See Tax Alert 2020-0464, dated 28 February 2020.
OECD — The OECD announced that the 137 members of the Inclusive Framework on BEPS have affirmed
their commitment to reach an agreement on new international tax rules by the end of 2020. It also released
more details on which businesses and profits would be subject to new nexus and profit allocation rules
under Pillar One of the digital tax project and provided an update on the progress of the global minimum
tax rules under Pillar Two. See Tax Alerts 2020-0263, dated 3 February 2020, and 2020-0327, dated
7 February 2020.
In a separate report, the OECD outlined guidance for applying transfer pricing rules to financial
transactions. See Tax Alert 2020-0350, dated 12 February 2020.

15 | Quarterly tax developments March 2020

South Africa — The Government proposed changes to its corporate income tax system that include:

•

Systemically reviewing income tax incentives

•

Limiting interest expense deductions to 30% of tax EBITDA

•

Limiting usage of NOL carryforwards to 80% of taxable income

•

Taxing the disposal of shares in companies that cease to reside in South Africa, as well as certain dividends

•

Extending anti-avoidance rules to the transfer of collateral in securities lending arrangements

•

Applying transfer pricing rules to certain transactions between CFCs and foreign related parties

•

Eliminating a domestic company’s ability to use a CFC loop structure to avoid dividends tax or capital
gains tax

•

Deeming the export of certain dual-listed securities as a disposal that triggers income tax or capital
gains tax

•

Eliminating tax exemptions for dividends earned by real estate investment trusts from nonresident
property companies

See Tax Alert 2020-0462, dated 28 February 2020.
United Kingdom — On 31 January 2020, the United Kingdom officially withdrew from the EU. From that
date through 31 December 2020, it will be in a transition period, during which it must comply with, and
will benefit from, EU rules and laws, including EU tax directives. See Tax Alert 2020-0237, dated
30 January 2020.
The Government proposed reversing a previously enacted decrease in the corporate income tax rate.
Rather than decreasing to 17% effective 1 April 2020, the rate would remain at 19%. The Government
also proposed limiting the usage of capital loss carryforwards to offset 50% of annual capital gains,
beginning 1 April 2020 (subject to an annual £5m allowance for all loss carryforwards, within which
losses can be used without restriction). The limit would not apply to certain insurance company losses
and certain gains would be exempt. Other changes include:

•

Increasing the R&D expenditure credit to 13% of qualifying expenses from 12%, beginning 1 April 2020

•

Improving the available benefits under the corporate intangible fixed assets regime and the capital
allowance regime

•

Making technical changes to the rules governing the application of the UK corporate income tax so
foreign property companies receive the same treatment under the rules as UK property companies

See Tax Alert 2020-0553, dated 13 March 2020.
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Appendix A

Income tax-related responses
to COVID-19 pandemic
The following table lists income-tax relief that governments around the world have provided or proposed in
response to the COVID-19 pandemic. This relief may have income tax accounting implications under
Accounting Standards Codification 740, Income Taxes.
The table includes developments through 30 March 2020, unless otherwise indicated. For countries with
multiple provisions, the information in the “enacted” and “reference” columns applies to all provisions unless
otherwise noted.
As of 31 March 2020
Country

Relief provided/proposed

Enacted legislation? References

United
States

Companies may carry back NOLs generated in Yes; enacted
tax years 2018, 2019 and 2020 five years and 27 March 2020;
use them to temporarily offset 100% (rather
effective dates vary
than 80%) of taxable income.

Tax Alerts 2020-9010,
dated 27 March 2020,
2020-9011, dated
27 March 2020,
2020-9012, dated
28 March 2020;
2020-0784, dated
30 March 2020

The limit on interest expense deductions
increases to 50% of adjusted taxable income
from 30%, for the 2019 and 2020 tax years.
Businesses may immediately deduct qualified
improvement costs instead of depreciating
them over 39 years.

Provision retroactively
applies to qualified
improvement costs
incurred from
27 September 2017
through 31 December
2022

Companies may deduct 25%, rather than 10%,
of charitable contributions made in 2020.
Australia

For companies with less than AU$500 million Yes; enacted
in revenues, the threshold for immediate
24 March 2020
expensing increases to AU$150,000 from
AU$30,000 for certain new and used assets
that are placed in service from 12 March
through 30 June 2020.

Tax Alerts 2020-0554,
dated 13 March 2020,
and 2020-0747,
dated 27 March 2020.

Businesses with less than AU$500 million in
revenue may deduct 50% of the cost of
certain new assets acquired after 12 March
2020 and installed by 30 June 2021.
China

Certain businesses that purchase equipment
for expanding production capacity may
immediately deduct those costs effective
1 January 2020.
Certain industries affected by the COVID-19
pandemic may carry 2020 losses forward
eight years rather than five years.
Businesses may claim charitable deductions for
certain donations.
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Provisions included China Tax and
in administrative
Investment Express
guidance; effective
1 January 2020

Country

Relief provided/proposed

Enacted legislation? References

Indonesia

The 25% corporate income tax rate decreases
to 22% for tax years 2020 and 2021 and to
20% for tax year 2022. A 19% rate applies for
certain listed companies for tax years 2020
and 2021, and a 17% tax rate applies for tax
year 2022.

Provisions introduced N/A
via “Government
Regulation in lieu of
Law,” which is
immediately effective
as of 31 March
2020, but still needs
legislative approval
to be enacted for
US GAAP purposes

Italy

Companies that dispose of nonperforming loans
and other noncollectible debt may partially
convert deferred tax assets from NOLs and
excel NIDs into a tax credit, if certain
conditions are met.

Provisions
Tax Alert 2020-0585,
introduced via
dated 18 March 2020
Decree, which is
immediately effective
as of 17 March
2020, but still needs
legislative approval
by 16 May 2020,
to be enacted for
US GAAP purposes

Kenya

The corporate income tax rate would decrease Not enacted
to 25% from 30% for Kenyan companies for a
currently unspecified period.

Tax Alert 2020-0739,
dated 27 March 2020

Malaysia

Companies could accelerate their depreciation Not enacted
deductions for qualifying machinery and
equipment purchased from 1 March 2020
through 31 December 2020.

Link to EY Malaysia
Publication

Companies could deduct up to MYR300,000
for renovation and refurbishment costs
incurred through 31 December 2020.
Certain shipping companies could claim double
deductions on pre-commencement expenses.
New
Zealand

Companies may claim additional depreciation Yes; enacted
Tax Alert 2020-0626,
dated 20 March 2020
deductions for the 2020/2021 income tax year 25 March 2020;
for new and existing industrial and commercial effective 1 April 2020
buildings, including hotels and motels.
Companies may immediately expense assets
of less than NZ$5,000, rather than NZ$500,
for the 2020-2021 tax year. The NZ$5,000
threshold decreases to NZ$1,000 beginning in
the 2021-2022 income tax year.

Norway

Companies could carry back 2020 losses to
offset profits from 2018 or 2019.

Panama

The deadline for claiming amnesty for overdue Yes; enactment
corporate and other taxes will be extended to date unavailable
30 June 2020 from 29 February 2020.

Philippines

Certain statutes of limitation are temporarily Provisions included Revenue
in administrative
Memorandum
suspended.
guidance, which is Circular No. 34-2020
effective 16 March
2020 through
15 November 2020
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Yes; enacted
27 March 2020,
and effective upon
enactment for the
2020 tax year

Tax Alert 2020-0658,
dated 23 March 2020.

Tax Alert 2020-0702,
dated 25 March 2020.

Country

Relief provided/proposed

Enacted legislation? References

Poland

Companies whose revenues decreased by
50% could offset 2020 NOLs against 2019
taxable profits (up to ca. $1.25m)

Not enacted

Tax Alert 2020-0693,
dated 25 March 2020.

Not enacted

Tax Alert 2020-0480,
dated 2 March 2020

Companies may deduct donations for actions
taken to help mitigate the effects of COVID-19.
Singapore

Various tax incentives would be extended
and refined.
The exemption for gains or profits realized
under certain corporate restructurings would
be extended through 31 December 2027.
Companies could carry up to S$100,000
(US$71,400) in qualifying deductions back
three years instead of one year.
Companies could depreciate 75% of certain
plant and machinery costs in tax year 2021
and the remaining 25% in tax year 2022.
Companies could deduct up to S$300,000
(US$214,200) in qualifying renovation and
refurbishment costs in tax year 2021 instead
of spreading the deduction over three
consecutive years, as is currently required.

South Korea Certain small companies would not have to
pay up to 60% of their 2020 income tax liability,
while medium-sized companies would not have
to pay up to 30% of their income tax liability.

N/A
Yes; enacted
17 March 2020,
effective 23 March
2020

Spain

Certain statutes of limitation are temporarily Yes; enacted
suspended.
25 March 2020

Taiwan

Certain companies may deduct two times the Yes; enacted
N/A
amount of eligible salaries and wages paid to 25 February 2020,
employees who take COVID-19 related-leave. retroactively effective
from 15 January
2020, and applies to
amounts paid through
30 June 2021

Thailand

Small and medium-sized companies could
deduct three times the amount of wages paid
April 2020 through July 2020.

Not enacted

Withholding tax rates would temporarily
decrease on certain service fees.

Yes; enacted
30 March 2020,
applies to amounts
paid from 1 April
2020 through
31 December 2021

Certain small and medium-sized companies could Not enacted
deduct 1.5 times their interest expense paid
from 1 April 2020 through 31 December 2020.
Companies could deduct certain charitable
donations.
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Not enacted

Tax Alert 2020-0575,
dated 17 March 2020

Link to EY Thailand
Publication

Appendix B

Treaty changes
Tax treaties are agreements between countries that typically address withholding tax rates or exemptions
on dividends, interest and royalties paid in multiple jurisdictions. Exceptions may apply based on tax treaty
(for instance, reduced rates may apply to certain categories of investors or capital gains from immovable
property or property-rich companies may be taxable). All of the following tax treaty changes were effective
in the first calendar quarter, except where indicated.
Countries involved

Summary of changes

Albania

Saudi Arabia

Provides general withholding tax rates of 5% on dividends, 6% on
interest and 8% on royalties; exempts capital gains from tax.

Andorra

Cyprus

Provides general withholding tax rates of 0% on dividends,
interest and royalties; exempts capital gains from tax.

Argentina

United Arab
Emirates

Provides general withholding tax rates of 15% on dividends, 12%
on interest and 10% on royalties; exempts capital gains from tax.

Armenia

Denmark

Provides general withholding tax rates of 15% on dividends and
10% on interest and royalties; exempts capital gains from tax.

Australia

Israel

Provides general withholding tax rates of 15% on dividends, 10%
on interest and 5% on royalties; exempts capital gains from tax.

Austria

Russia

Provides general withholding tax rates of 15% on dividends and 0%
on interest and royalties; exempts capital gains from tax.

Austria

United Kingdom

Provides general withholding tax rates of 10% on dividends and 0%
on interest and royalties; exempts capital gains from tax.

Belgium

Japan

Provides general withholding tax rates of 10% on dividends and
interest and 0% on royalties; exempts capital gains from tax.

Bulgaria

Saudi Arabia

Provides general withholding tax rates of 5% on dividends and
interest and 10% on royalties; exempts capital gains from tax.

Cambodia

Hong Kong

Provides general withholding tax rates of 10% on dividends,
interest, royalties and technical services fees; exempts capital
gains from tax. (Effective 1 April 2020 for Hong Kong.)

Cambodia

Vietnam

Provides general withholding tax rates of 10% on dividends, interest,
royalties and technical services fees; exempts capital gains from tax.

Cape Verde

Mauritius

Provides general withholding tax rates of 0% on dividends, 10%
on interest and 7.5% on royalties; exempts capital gains from tax.

China

New Zealand

Provides general withholding tax rates of 15% on dividends and
10% on interest and royalties; exempts capital gains from tax.

Colombia

United Kingdom

Provides general withholding tax rates of 15% on dividends and
10% on interest and royalties; exempts capital gains from tax.
(Effective 6 April 2020 in the United Kingdom for capital gains tax.)

Costa Rica

Mexico

Provides general withholding tax rates of 12% on dividends and
10% on interest and royalties; exempts capital gains from tax.

Croatia

Japan

Provides general withholding tax rates of 5% on dividends,
interest and royalties; exempts capital gains from tax.

Croatia

Vietnam

Provides general withholding tax rates of 10% on dividends, interest,
royalties and technical services fees; 0% / 15% on capital gains.

Cyprus

Saudi Arabia

Provides general withholding tax rates of 5% on dividends, 0% on
interest and 8% on royalties; exempts capital gains from tax.

Cyprus

Ukraine

Provides general withholding tax rates of 10% on dividends, 5%
on interest and 10% on royalties; exempts capital gains from tax.

Czech Republic

Korea

Provides general withholding tax rates of 5% on dividends and
interest and 10% on royalties; exempts capital gains from tax.
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Countries involved

Summary of changes

Ecuador

Japan

Provides general withholding tax rates of 5% on dividends and
10% on interest and royalties; exempts capital gains from tax.

Egypt

Uzbekistan

Provides general withholding tax rates of 10% on dividends and
interest and 12% on royalties; exempts capital gains from tax.

Estonia

Hong Kong

Provides general withholding tax rates of 10% on dividends and
interest and 5% on royalties; exempts capital gains from tax.
(Effective 1 April 2020 in Hong Kong.)

France

Luxembourg

Provides general withholding tax rates of 15% on dividends, 0%
on interest and 5% on royalties; exempts capital gains from tax.

Georgia

Saudi Arabia

Provides general withholding tax rates of 5% on dividends and
interest and 8% on royalties; exempts capital gains from tax.

Germany

Tunisia

Provides general withholding tax rates of 15% on dividends and
10% on interest and royalties; exempts capital gains from tax.

Ghana

Mauritius

Provides general withholding tax rates of 7% on dividends and
interest, 8% on royalties and 10% on technical services fees;
exempts capital gains from tax.

Ghana

Singapore

Provides general withholding tax rates of 7% on dividends,
interest and royalties and 10% on technical services fees;
exempts capital gains from tax.

Israel

Serbia

Provides general withholding tax rates of 15% on dividends and
10% on interest and royalties; exempts capital gains from tax.

Israel

United Kingdom

Provides general withholding tax rates of 15% on dividends, 10%
on interest and 0% on royalties; exempts capital gains from tax.
(Effective 6 April 2020 in the United Kingdom for capital gains tax.)

Korea

Singapore

Provides general withholding tax rates of 15% on dividends, 10%
on interest and 5% on royalties; exempts capital gains from tax.

Kosovo

Luxembourg

Provides general withholding tax rates of 10% on dividends, 5%
on interest and 0% on royalties; exempts capital gains from tax.

Kosovo

Malta

Provides general withholding tax rates of 10% on dividends (Kosovo),
5% on interest and 0% on royalties; exempts capital gains from tax.

Malta

Monaco

Provides general withholding tax rates of 0% on dividends,
interest and royalties; exempts capital gains from tax.

Paraguay

Uruguay

Provides general withholding tax rates of 15% on dividends,
interest and royalties; exempts capital gains from tax.

Poland

Sri Lanka

Provides general withholding tax rates of 10% on dividends, interest,
royalties and technical services fees; exempts capital gains from tax.

Qatar

Ukraine

Provides general withholding tax rates of 10% on dividends,
interest and royalties; exempts capital gains from tax.

Singapore

Tunisia

Provides general withholding tax rates of 5% on dividends, 10%
on interest and 5% on royalties and technical services fees;
exempts capital gains from tax.

Switzerland

Zambia

Provides general withholding tax rates of 15% on dividends, 10%
on interest and 5% on royalties; exempts capital gains from tax.

Ukraine

United Kingdom

Provides general withholding tax rates of 15% on dividends and
5% on interest and royalties; exempts capital gains from tax.
(Effective 6 April 2020 in the United Kingdom for capital gains tax.)
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