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Other taxes
There are no taxes on income other than the federal, cantonal and communal 
taxes as mentioned above. In many cantons the churches also levy an income tax, 
generally based on a percentage of cantonal taxes.

Social security
Compulsory old age and survivors’ insurance / unemployment insurance / children 
allowance / on gross salaries are payable at 12.5% (6.25% payable by the employer 
and employee respectively). Contributions to compulsory pension plans vary in 
accordance with the benefits covered and are usually shared by employer and 
employee. The employer generally has to bear at least half. Health insurance has to 
be organised and paid on a private basis.

Stamp duty tax
The following securities are subject to stamp tax:

Rate (%) 

Shares of Swiss corporations 1* 

Quotas of Swiss private limited companies 1* 

Shares in Swiss co-operative societies 1* 

*	 Nil % up to a paid-in capital of CHF 1,000,000

Further, the issue of debentures and money market papers is subject to issue stamp 
tax. The tax rates vary depending on the type and the term of debt instrument.

B.	D etermination of taxable income

The starting point for determining taxable income of corporate entities is the net 
income reported as per statutory accounts. This means all types of income, including 
capital gains, are part of taxable income. The reported profit may be adjusted for 
tax purposes by adding back, eg expenses that are not commercially justified, such 
as excessive depreciation and provisions, hidden profit distributions and costs in 
connection with the purchase or improvement of fixed assets.

Depreciation
Depreciation of tangible and intangible fixed assets is allowed where ‘commercially justified’ 
and recorded in the books. For tax purposes, both the straight-line and the declining-
balance methods may be used. Accelerated rates of depreciation are allowed for assets 
used only for short periods or for assets under intensive use. Amortisation of intangible 
assets may be effective over five years, provided such assets generate taxable income.

Stock/inventory
Inventories must be carried at the lower of cost or market value. Cost is generally 
determined using the FIFO or average method. As a concession, a reserve against 
stock contingencies may be set up in the books. If this reserve does not exceed one-
third of the lower of cost or market value of the inventory at the balance sheet date, 
it will be admitted by all tax authorities without enquiry.

Capital gains and losses
See discussion above. As a rule, capital gains realised by corporations are not taxed 
separately but are added to any other income in the year of realisation and taxed 
at ordinary rates. Exceptions may apply to capital gains realised on the disposal of 
immovable property. Unrealised losses are deductible for tax purposes.

The sale of an investment of at least 20% in another company’s share capital by a 
Swiss company to a foreign group company may, under certain circumstances, be 
made at either book value or fair market value. The sale of an investment of less than 
20% in another company’s share capital to a foreign affiliated entity or to a Swiss 
company regardless of the investment may only be completed at fair market value.

Capital gains realised by foreign shareholders on the sale of a Swiss subsidiary company 
are not subject to Swiss taxation, except for the sale of Swiss real estate companies, which 
would be considered as a direct sale of the Swiss properties owned by such companies.

Dividends
Dividends received are classified as business income but federal law and all cantonal 
laws allow a relief of taxes payable if the shareholding company owns more than 20% 
of the share capital or if the investment has a market value of more than SFR 2m 
(qualifying investment). If the recipient of a dividend is a holding company, dividend 
income is exempt from corporate income taxes at cantonal and communal level.
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Dividends paid to residents and non-residents are subject to 35% withholding tax. 
Shareholders resident abroad may obtain relief under the appropriate double taxation treaty.

Interest deductions
A company may generally deduct all interest paid or accrued during a business year, 
although loan arrangements between related parties must be made on an arm’s 
length basis. If the funds raised by interest bearing loans are loaned-on to affiliates, 
an interest spread of one-quarter to one-half per cent is basically required for the 
Swiss company if lending and on-lending are made in the same currency.

Thin capitalisation rules apply to reduce the deduction available where the interest relates to 
monies borrowed from related parties. The Swiss Federal Tax Administration has issued thin 
capitalisation guidelines in a Circular Letter (Kreisschreiben). In general, any interest paid on 
loans from related parties that are classified as hidden equity are treated as hidden profit 
distributions, i.e. may be added back to taxable income and be subject to withholding tax. 
The excessive portion of the loan, reclassified as equity, may be subject to capital tax.

Losses
Limited loss carry forwards (for seven years) are allowed for federal and cantonal 
income taxes. Swiss tax law provides neither for loss carry backs nor for the 
consolidation of profitable and unprofitable group companies.

Foreign sourced income
Switzerland has no controlled foreign company legislation and a foreign company 
may be treated as a conduit only in instances where it is used for tax avoidance 
purposes. All income reported by a Swiss company is, in principle, subject to Swiss 
federal, cantonal and communal taxes.

Incentives
Tax incentives are granted on a case-by-case basis, and their extent and duration largely 
depend on the size of the investment and the importance attributed to the economic 
development of the canton or region concerned by the cantonal and federal governments. 
Such an incentive may be either relief or exemption from income tax for up to ten years.

Provisions for future expenses relating to research and development payable to third parties 
are tax deductible up to a maximum of 10% of the net profit, with a ceiling of CHF 1m.

Under certain conditions, companies are allowed to set up a tax privileged ‘recession 
reserve’ up to an amount of 20% of the company’s annual gross salaries paid. The 
amounts are deductible for federal, cantonal and communal tax purposes.

Accelerated write-down on fixed asset investments is granted in cantons and regions 
which are ‘threatened with an economic decline’. A wide variety of non tax incentives 
are granted by these regions, such as cash grants, participation in project costs, 
partial or entire assumption of interest expenses on loans required for realisation of 
the project, subsidies for training personnel etc.

C.	F oreign tax relief

Double tax relief is granted by means of tax exemption of foreign branch and real property 
income and by the deduction of any non-recoverable foreign withholding taxes. Based 
on most double taxation agreements, a credit against Swiss income taxes is granted for 
the unrelieved portion of foreign withholding taxes on dividends, interest and royalties or 
similar fees but not for underlying income taxes on dividends received from subsidiaries.

The tax credit is granted for taxes derived from treaty countries under which 
Switzerland has committed itself to such a tax credit. Foreign taxes of these countries 
are creditable only if they are irrecoverable and actually paid or, in respect of treaties 
that provide for a tax-sparing credit, if they are deemed to be paid.

D.	C orporate groups

Each entity in Switzerland is subject to taxes independent from the corporate group 
and tax returns have to be filed for each Swiss subsidiary. Revenue and capital losses 
cannot be transferred within a corporate group.

E.	R elated party transactions

Inter-company transactions are not challenged by the tax authorities if they are 
made on an arm’s length basis. There are neither provisions in tax laws nor any 
administrative practices that would challenge a transaction solely on the grounds of 
being made between related parties. However, inter-company transactions, where 
the consideration paid for goods or services is higher than what an independent 
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third party would be willing to pay or the consideration for goods or services sold is 
less than what an independent third party would require, may be deemed as hidden 
profit distributions and be adjusted for determining taxable income. Hidden profit 
distributions are, in addition, subject to withholding tax in the same way as dividends.

Payments to foreign affiliates in respect of management fees, research and 
development, general and administrative expenses are deductible, if made on 
an arm’s length basis. They should, however, be specific and identifiable as a 
commercially justified charge to the Swiss entity.

F.	W ithholding tax

The company must withhold a tax of 35% and remit this amount to the tax authorities 
on all cash dividends and dividends in kind, including bonus shares and surplus 
liquidation proceeds. This tax is levied at source. Most treaties provide for a reduction 
of the normal 35% rate. Withholding tax on interest is levied at a rate of 35% but 
only on bonds, bond-like loans and deposits accepted by Swiss banks from non-bank 
clients. No withholding tax is levied on inter-company loans.

There is no withholding tax on royalties.

G.	Ex change control

There are, at present, no currency restrictions on inward investments, and the Swiss 
franc is freely convertible into any other currency. Bank accounts may be maintained 
in local or foreign currencies either in or outside Switzerland without restriction. There 
is no distinction between resident and non-resident accounts.

H.	P ersonal tax

A Swiss resident individual is subject to Swiss federal, cantonal and communal 
taxes on his worldwide income and net wealth, with the exception of income from 
investments in foreign permanent establishments and real estate situated abroad. 
Basically, foreigners are regarded as resident from date of registration (usually within 
one week of arrival where the individual intends to stay permanently in Switzerland). 
The cantons levy a wage source tax on salaries paid by domestic employers to 
expatriates. The tax is deducted monthly from the expatriate’s gross income, 
including any benefits in kind, based on the cantonal tax table.

Persons resident abroad and drawing income from or owning net assets in the form 
of a permanent establishment or real estate in Switzerland are subject to Swiss taxes 
thereon at the rates that would apply to their total taxable income or net assets. The 
tax liability is, however, limited to their Swiss taxable income and net assets.

Income tax is payable on assessable income less allowable deductions. The 
assessable income must include, in gross income, all compensation received as 
salary, living and housing allowances, tax reimbursements and the fair market value 
of any benefits in kind. The tax rates of direct federal tax on income and all cantonal 
taxes on income and net wealth are on a progressive basis.

The federal tax rates apply separately to single and married taxpayers and are currently as 
follows. These rates are valid for fiscal year 2010. The married taxpayers’ rate also applies 
to registered couples of the same sex living together and to widowed, separated and 
divorced or single persons living with children who are minor and studying at their expense.

The tax rates for unmarried taxpayers is as follows:

	 If taxable income
	 is between

Tax on lower 
amount is 

Tax on 
excess is 

(CHF) (CHF) (CHF) (%) 

0 – 16,899 – 0

16,900 – 29,799 – 0.77

29,800 – 38,999 124.70 0.88

39,000 – 51,999 205.65 2.64

52,000 – 68,299 548.85 2.97

68,300 – 73,599 1,032.95 5.94

73,600 – 97,699 1,347.75 6.60

97,700 – 127,099 2,938.35 8.80
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	 If taxable income
	 is between

Tax on lower 
amount is 

Tax on 
excess is 

(CHF) (CHF) (CHF) (%) 

127,100 – 166,199 5,525.55 11.00

166,200 – 712,499 9,826.55 13.20

712,500 – .  .  . 81,937.50 11.50

If taxable income exceeds CHF 712,500 the exceeding income is subject to a flat 
rate of CHF 11.50%.

The tax rate for married taxpayers is as follows:

	 If taxable income
	 is between

Tax on lower 
amount is 

Tax on 
excess is 

(CHF) (CHF) (%) 

0 – 29,199 – 0

29,200 – 47,899 – 1

47,900 – 54,899 212.00 2

54,900 – 70,899 352.00 3

70,900 – 85,099 832.00 4

85,100 – 97,399 1,400.00 5

97,400 – 108,099 2,015.00 6

108,100 – 116,999 2,657.00 7

117,000 – 123,999 3,280.00 8

124,000 – 129,299 3,840.00 9

129,300 – 132,899 4,317.00 10

132,900 – 134,699 4,677.00 11

134,700 – 136,499 4,875.00 12

136,500 – 843,599 5,091.00 13* 

843,600 – .  .  . 97,014.00 11.5* 

*	� If taxable income exceeds CHF 843,600, the exceeding income is subject to a 
flat rate of 11.50%.

In addition, cantonal and municipal taxes are payable. The tax rates are dependent 
on the canton in which the individual is resident. There are also net wealth taxes, 
inheritance and gift taxes levied by some cantons.

I.	T reaty and non-treaty withholding tax rates

Ordinarily the rate of Swiss withholding tax is 35%. Relief, when granted, is generally 
by way of refund. The table below stipulates the remaining tax for the recipient for 
each type of income. The information contained therein is valid as at 1 January 2010.

On 1 July 2005 the agreement on the taxation of savings income between 
Switzerland and the EU came into effect. A limited company with a direct participation 
of 25% or more can file a request for the application of the declaration procedure. In 
this case, 0% rate results.

Dividends
Portfolio 

(%) 

Substantial
Holdings

(%) 

(1) Interest

(%) 

Resident corporations 
and individuals 0 0 0

Non-resident corporations 
and individuals 

Non-Treaty Countries: 35 35 35

Treaty Countries: 

Albania 15 5 5

Algeria 15 5 0/10
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Dividends
Portfolio 

(%) 

Substantial
Holdings

(%) 

(1) Interest

(%) 

Argentina 15 10 12

Armenia 15 5 0/10

Azerbaijan 15 5 10

Australia 15 15 10

Austria 15 0 0

Belarus 15 5 0/5/8

Belgium 15 10 0/10

Bangladesh 15 10 0/10

Bulgaria 15 5 0/10

Canada 15 5 0/10

Chile 15 15 15/5

China 10 10 0/10

Croatia 15 5 5

Czech Republic 15 5 0

Denmark 15 0 0

Ecuador 15 15 0/10

Egypt 15 5 0/15

Estonia 15 5 0/10

Finland 10 0 0

France 15 0 0

Germany 26,375/15 0 0

Ghana 15 5 10

Greece 35 35 10

Hungary 10 0 0

Iceland 18/15 5 0

India 10 10 10

Indonesia 15 10 10

Iran 15 5 0/10

Ireland, 
Republic of 0 0 0

Israel 15 5 0/5/10

Italy 15 15 12.5

Ivory Coast 15 15 0/15

Jamaica 15 10 5/10

Japan 15 10 0/10

Kazakhstan 15 5 0/10

Korea, Republic of 15 10 0/10

Kyrgyzstan 15 5 5

Kuwait 15 15 10

Latvia 15 5 10

Liechtenstein – – 0/– (2)

Lithuania 15 5 10

Luxembourg 15 0/5 0/10

Macedonia 15 5 0/10

Malaysia 15 5 10

Mexico 15 5 10/15

Moldova 15 5 0/10

Mongolia 15 5 0/10
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Dividends
Portfolio 

(%) 

Substantial
Holdings

(%) 

(1) Interest

(%) 

Montenegro 15 5 10

Morocco 15 7 10

Netherlands 15 0 0/5

New Zealand 15 15 10

Norway 15 0 0

Pakistan 20 10 10

Philippines 15 10 10

Poland 15 5 10

Portugal 15 10 10

Romania 10 10 0/10

Russia 15 5 5/10

Serbia 15 5 10

Singapore 15 10 10

Slovak Republic 15 5 0/10

Slovenia 15 5 5

South Africa 15 5 5

Spain 15 0 0

Sri Lanka 15 10 5/10

Sweden 15 0 0/5

Thailand 15 10 0/10/15

Trinidad and Tobago 20 10 10

Tunisia 10 10 10

Ukraine 15 5 0/10

United Kingdom 15 0 0

United States 15 5 0

Uzbekistan 15 5 0/10

Venezuela 10 0 5

Vietnam 15 7/10 0/10

1	� The rates necessary to constitute a substantial holding vary on a country by 
country basis accordingly reference should be made to the individual treaties.

2	� The zero rate applies to loans secured on immovable property. The domestic 
rate applies in all other cases.

Taiwan (Republic of China)

Currency:	New Taiwan Dollar	 Dial Code To: 886	 Dial Code Out: 002
	 (NT$)

Member Firm:
City:		  Name:	 Contact Information:
Taipei		  Wisdom Lee	 2 8792 2628
			   wl@pkf.com.tw

A.	T axes payable

Company tax
Taiwan taxes all profit-seeking enterprises operating in that country. Domestic entities are 
taxed on a worldwide basis while other entities pay tax only on income sourced in Taiwan. 
Where a non-resident company has Taiwan-sourced income but no place of business or 
agent in Taiwan, the company’s income is taxed at source under the withholding tax regime.

Domestic entities include companies that are incorporated under Taiwan Company Law.

A domestic company is incorporated when it is duly registered with the central 
competent authority and issued with an approval letter on its registration.
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Company tax rates are as follows:

Rate 

Less than NT$120,000 0%

NT$120,001 and over 17%1 

1	� 17% on the total taxable income but the tax may not exceed 50% of the portion 
of taxable income over NT$120,000.

Tax on interest
Interest received by a profit-seeking enterprise is taxable as non-operating income. A 
creditable withholding tax is imposed as follows:
(1)	 Domestic enterprises – 10%
(2)	 Foreign enterprises – 20%

For interest from the portion of the pecuniary amount realized by short-term 
commercial papers at their maturity in excess of the selling price at their initial 
issuance, 15% of the payment is withheld. 

For interest distributed derived from beneficiary securities or asset-backed securities 
issued in accordance with the Financial Asset Securitization Act or the Real Estate 
Securitization Act, 15% of the distribution is withheld.

For interest on government bonds, corporate bonds or financial bonds, 15% of the 
payment is withheld.

For interest derived from repo (RP/RS) trade whereby a taxpayer purchases securities 
or short-term commercial papers as described above in paragraphs 1 to 3 which 
shall be the net amount of the sale price at their maturity in excess of the original 
purchase price, 15% of the payment is withheld. 

Tax on retained earnings
Tax imputation system: Individual resident shareholders receiving dividends 
from a Taiwan company are entitled to an imputed credit for the income tax paid by the 
company. For corporate shareholders, the dividends received are not considered taxable 
income. However, the tax credits shall be included in the balance of its shareholder-
imputed credit account (ICA) and will be imputed to the shareholders for future dividend 
distributions. Imputed tax credits do not apply to non-resident shareholders.

Tax on retained profits: Retained profits attract an additional 10% income tax. 
Profits that are earned in a year but not distributed by 31 December of the following 
year are subject to 10% advance tax which can be claimed as credit against the final 
tax liability of both resident and non-resident shareholders.

Capital gains tax
All gains and losses on the disposal of capital assets are taxable as current year 
income or deductible as expenses with the exception of marketable securities, 
futures and land.

Securities Transactions: The levy of tax on gains derived from the sale of 
marketable securities was suspended. Such transactions, however, are taxed an ad 
valorem Securities Transaction Tax. The transaction amount forms the basis of the tax 
and not the gain per se.

Futures Transactions: The levy of tax on gains from transactions of futures 
under Statute for Futures Transaction Tax was suspended. Such transactions, 
however, are taxed an ad valorem Futures Transaction Tax. The transaction amount 
forms the basis of the tax.

Land Transactions: See ‘Land Tax’ below.

Branch profits tax
A foreign company’s branch or any other permanent establishment in Taiwan is 
subject to income tax only on its income from Taiwan source.

If the foreign enterprise has neither a branch nor a business agent in Taiwan, it is 
subject to withholding tax on its Taiwan source income.

The repatriation of profit by the Taiwanese branch of foreign enterprise is not taxable. 
It is proposed but not yet put into practice that a branch profits tax be imposed on the 
repatriation of profits by the Taiwanese branch of foreign enterprises so that a branch 
does not have a tax-preferable treatment over a subsidiary.
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Sales tax/value added tax (VAT)
VAT at 5% is known as the business tax and applies to business persons in all industries 
under the VAT system. Export sales and export-related services, however, are subject 
to zero tax rate. Financial institutions are subject to business turnover tax. Professional 
practitioners are not subject to VAT or business turnover tax for service revenue earned.

Currently, the tax rate that applies to banks, insurance companies, trust and investment 
companies, securities traders, futures traders, bills finance companies, and pawnshops 
(except reinsurance premium income, for which the rate is 1%) is 2%.

Profit-seeking enterprises (manufacturers, wholesalers, retailers etc) are collectors of 
VAT and are required to pay the net VAT, being taxes collected from sales less taxes 
paid on purchases and business expenses, to their district tax offices and file returns. 
Zero ratings and exemptions exist for some items.

Fringe benefits tax (FBT)
Although there is no separate FBT, perquisite or other benefits supplementing normal 
wages and salaries are included in the computation of employment income and are 
taxable as such. Minor exceptions do exist. See ‘Personal Tax’.

Local taxes
There are no local income taxes although minor provincial, country and city taxes are 
imposed. See other taxes below.

Other taxes
Other taxes are summarised below.

Customs duty and trade promotion service fee
Customs Duty on taxable imported goods is based on the value of the goods 
including transport and insurance costs or on the quantity imported with different 
rates depending on the category of the goods. There are no harbour duties but a 
‘Trade Promotion Service Fee’ is payable at 0.04% of value of goods, and a ‘Harbour 
Service Fee’ is payable based on weight of goods.

Commodity tax
Commodity Tax (Excise Duty) is imposed on certain designated commodities whether 
manufactured locally or imported. Commodity Tax on taxable commodities is based 
on the value or quantities of commodities manufactured or imported depending on 
the category of commodities.

Stamp tax
Stamp Tax is imposed on business transaction documents, property titles, permits and the 
like. The following are exempt from stamp duty: all types of instruments used by offshore 
banking branches, documents executed abroad, receipts for the delivery of goods and 
certain other transactions. Subject to stamp tax are the following documents: receipts for 
cash, contracts or deeds for purchase or sale of chattels, contracts or deeds for undertaking 
jobs and contracts or deeds for sale, exchange, donation or division of real property.

Securities transaction tax
The rate is 0.3% for a transaction in shares or share certificates embodying the right 
of shares issued by a company limited by shares and 0.1% of corporate bonds or 
any securities which have been duly approved by the government. Bonds issued by 
governments are exempt from securities transaction tax.

The securities transaction tax levied on corporate bonds and finance bonds are 
exempted from levy for seven years as of 1st January 2010.

Futures transaction tax
The tax rate is 0.1% for a transaction in option contracts or option contracts on 
futures. The tax rate for transactions in stock index futures contracts, interest rate 
futures contracts and other futures contracts varies from 0.0000125% to 0.01%.

Land tax
Three types of land tax are imposed: rural land tax, land value tax, and land value 
increment tax.
(1)	� Rural Land Tax: Applicable to rural or urban land used for agricultural 

production. The Rural Land Tax has not been levied since 1987.
(2)	� Land Value Tax: All land having value is subject to land value tax with a flat rate 

of 1% applicable to land for industrial use. For residential land meeting certain 
requirements for self-use, the flat rate is 0.2%. For the land reserved for public 
buildings, the rate is 0.6% if the land is used for buildings during the reserved 
period. Land used for other purposes is subject to a progressive rate of tax 
ranging from 1% to 5.5%.
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(3)	� Land Value Increment Tax: The sale of land gives rise to tax imposed on the 
increase in the assessed value since the previous sale or transfer. Rates vary 
from 20% to 40% on a progressive scale except for:

	 (a)	� self-use residential land under certain requirements is taxed at 10%
	 (b)	� transfers by inheritance, government approved sale of industrial land, and 

sales followed by replacement purchases in certain circumstances are 
exempt.

A discount of between 20% and 40% from the amount taxed over the 20% rate is 
available where the land has previously been held for over 20 years.

Deed tax
Deed Tax is imposed on the transfer of real estate at tax rates varying from 2% 
to 6%. Deed Tax is not imposed on the land where Land Value Increment Tax is 
imposed.

Building tax
Building Tax is levied annually on the assessed value of buildings and improvements 
at the following rates: commercial space 3% to 5%; professional offices, private 
hospitals, and premises of non-profit organisations 1.5% to 2.5%; and residential 
buildings 1.2% to 2%.

B.	D etermination of taxable income

In arriving at taxable income, certain expenses are allowed against total income. 
Expenses relating to the earning of business income are generally deductible to the 
extent that they are ordinary and necessary business expenses. The expenditure 
must be incurred in the course of operating a business or subsidiary. Certain foreign 
enterprises are permitted to calculate their taxable income as a percentage of their 
net income rather than claiming deductions for expenses. A foreign enterprise 
engaged in certain sectors (eg international transport, construction contracting, 
technical services, equipment leasing), regardless of whether it has a branch or a 
business agent in Taiwan, may apply to the Tax Authorities to consider a percentage 
of its gross business income as taxable. This percentage is 10% for an international 
transport business and 15% for all other businesses.

The following adjustments are required when calculating taxable income.
Depreciation and depletion

The following methods are acceptable to the Tax Authorities: straight-line, declining-
balance, sum-of-year’s-digits, production quantity and machine/working hour 
methods. In specified circumstances, revaluation of fixed assets so as to increase 
claims for depreciation is allowable.

Property with a useful life of less than two years or a value of less than NT$80,000 
are fully deductible in the year the purchase occurs. There is a depreciation limit of 
NT$1.5 million on passenger cars but NT$2.5 million on the passenger cars newly 
purchased since 1 January 2004.

Losses
The carry forward of losses is limited to ten years while loss carry back is prohibited. In the 
case of loss carry forwards, these are only available to companies which keep a complete 
set of accounting records and which file blue returns or returns certified by a CPA.

Stock/inventory
Inventory may be valued at cost or the lower of cost or market value. Generally, 
however, cost may be determined using actual cost LIFO, FIFO, moving average or the 
weighted average method. Uniformity between book and tax reporting is not required.

Dividends
A domestic company which owns shares in another domestic company is, regardless 
of the percentage of ownership, exempt from business income tax on the dividends 
from another domestic company. However, imputation credits may not be used by 
companies and must be passed on to shareholders who are individuals.

A domestic company is taxable on dividends received from foreign companies 
although a unilateral foreign tax credit is generally available subject to the 
requirement of reciprocal treatment by that foreign country and limited to the lesser 
of foreign tax paid or the tax which would otherwise have been payable in Taiwan.

Interest deductions
Interest payable on loans necessary for business operations is deductible in the period 
it is actually incurred or paid provided certain procedural requirements are satisfied. 
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Interest on borrowings from individuals or firms other than financial institutions over the 
standard rate prescribed by tax offices will be disallowed to the extent of the excess. 
Thin capitalisation rules are proposed but not yet put into practice. 

Foreign source income
Foreign income of Taiwanese corporations is taxable in Taiwan with double taxation 
being relieved by way of foreign tax credits.

Taxes
All taxes with the exception of income tax and taxes related to capital acquisitions (eg taxes 
on the purchase of land) are deductible. However, the deduction is only available in the year 
they are paid or accrued. Fines or penalties under Taiwanese law are not deductible.

Incentives
Based on the Statute of Industrial Innovation, a company may credit up to 15% of 
the company’s total expenditure on R&D against its business income tax payable for 
that year; provided, that this credit shall not exceed 30% of the business income tax 
payable by the company in that year.

Based on the Biotech and New Pharmaceutical Development Act, biotech and new 
pharmaceutical companies are entitled to a deduction from their profit-seeking-enterprise 
income tax liability when undertaking R&D on new drugs and high-risk medical devices, 
as well as the training of personnel. The deduction is limited to 35% of the total amount 
invested in R&D and personnel training and may be credited against the profit-seeking-
enterprise income tax within five years from the year the tax liability is incurred.

Besides, Investors who invest in Biotechnology and new Pharmaceutical companies 
and hold the shares for more than three years are entitled to a deduction from the 
profit-seeking-enterprise income tax payable for a period of five years starting from 
the year the tax liability is incurred, up to 20% of the acquisition cost of the shares.

The Statute for Private Participation in Infrastructure Projects provides tax incentives 
and government support for a private company investing in government-approved 
infrastructure projects. The tax incentives are:
•	 �A company can enjoy a five-year tax exemption on business profits derived from 

government-approved infrastructure projects.
•	 �Corporate shareholders holding registered stock issued by a private company in 

a government-approved infrastructure projects for at least four years can offset 
the shareholder investment tax credit against their profit-seeking-enterprise 
income tax liability. The tax credit is 20% of the cost of the shares.

•	 �A private company investing in government-approved infrastructure or 
transportation construction project may credit 5% to 20% of qualified 
expenditure incurred against its profit-seeking-enterprise income tax liability 
starting from the year the expenditure is incurred. 

Under the Offshore Banking Act 1983 domestic and foreign banks can conduct 
offshore banking business exempt from income tax, business tax, stamp duties, and 
withholding tax on interest.

Alternative minimum tax
The Income Basic Tax (IBT) Act is effective from 2006. If the amount of regular Income 
Tax for a company or an individual is greater than or equal to the amount of basic tax, 
the Income Tax shall be calculated in accordance with the Income Tax Law. Where 
the amount of regular Income Tax is less than the amount of basic tax, the total tax 
payable is the amount of the basic tax. According to the Act, capital gains derived from 
marketable securities and futures and some other income exempted from Income Tax 
by incentives shall be included in the basic income of the company and subject to IBT.

C.	F oreign tax relief

Foreign tax suffered on overseas income is creditable against Taiwanese tax subject 
to a limit of the Taiwanese tax payable on such income.
Any unused tax credits may not be carried backward or forward to other years.

D.	C orporate groups

Generally, group taxation is not permitted except for meeting the requirements of 
consolidated tax returns in Merger and Acquisition Law.

E.	R elated party transactions

Royalties, interest and service fees paid to foreign (and Taiwanese) affiliates require 
adequate supporting transaction vouchers and documents to be deductible. Such 
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payments are subject to withholding tax. Transactions between related parties 
are subject to Transfer Pricing Guidelines effective from 1 January 2005 and 
contemporaneous documentation is required on an annual basis.

F.	W ithholding taxes

Domestic corporations paying certain types of income are required to withhold as 
follows: (1) (2) (3) (4)

Recipient Salaries

% 

Dividends

% 

Interest 

%

Royalties/
rentals

%

Profess-
ional fees/
commis-
sions %

Resident 
corporations N/A – 10 10 10

Resident 
individuals 6 (2) – 10 (1) 10 10

Non-resident 
corporations N/A 20 15/20 (3) 20 20

Non-resident 
individuals 18 20 15/20 (3) 20 20

1	� For the interest on short-term marketable securities, the final withholding tax 
rate is 10%.

2	 Withholding in accordance with withholding schedule or a flat rate of 6%.
3	 See “Tax on Interest” above.

G.	Ex change control

At present there is no limit on genuine trade-related remittances whether inward or 
outward. For non-trade-related remittances, the long standing controls were relaxed 
from 1997. Business entities can remit up to US$50,000,000 (or the equivalent) into 
or out of Taiwan each year without advance approval from Central Bank. The limit 
for individuals remains unchanged at US$5,000,000 per year. Each remittance in 
excess of US$1,000,000 for a corporate or US$500,000 for an individual requires 
supporting documentation.

H.	P ersonal tax

Individuals are only subject to income tax on Taiwan source income with income derived 
from foreign sources being exempt from income tax. Residents, both Taiwanese and 
foreign nationals, pay tax on net consolidated income calculated as the total income 
received from all Taiwan sources less exemptions and deductions. Non-residents who stay 
in Taiwan for no more than 90 days within a calendar year are taxed on their gross income 
under the withholding tax system without allowance for deductions and exemptions. A 
non-resident staying in Taiwan over 90 days but less than 183 days within a calendar year 
who has no Taiwan source income other than salaries from local employers is not required 
to file an income tax return if 20% tax on local salaries is withheld. In practice, however, 
a non-resident may prefer to file an annual tax return voluntarily, without allowance for 
deductions and exemptions, in order to keep a clean tax record in Taiwan.

Residence is determined on the basis of whether a person is domiciled in Taiwan and 
lives in Taiwan on a regular basis. An individual will also be considered to reside in 
Taiwan when, although not domiciled in Taiwan, they reside in Taiwan for 183 days or 
longer within a calendar tax year.

The types of compensation deemed to be taxable income include:
•	 cost of living allowance
•	 expatriation premium
•	 relocation allowance
•	 education for dependent children
•	 �life insurance premiums exceeding NT$2,000 per month paid by the employer 

on the employee’s behalf.

Tax-exempt Income includes:
•	 �qualifying professional expatriates’ housing provided by the employer may be 

tax-exempt
•	 meals allowance of up to NT$1,800 per month
•	 overtime pay for up to 46 hours per month
•	 �travel expenses to allow an qualifying professional expatriate employee to return 

to the home country. 
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Deductions
A taxpayer may select either the ‘standard deduction’ or ‘itemised deductions’ and 
may, in addition thereto, declare ‘special deductions’.

Standard deduction: For 2010, NT$ 76,000 for a single taxpayer; NT$ 152,000 for a 
taxpayer and his (her) spouse.
Itemised deductions, subject to certain limitations, include:
•	 charitable contributions
•	 �insurance premiums up to NT$24,000 per insured person for life or labour insurance
•	 medical and childbirth expenses
•	 �disaster losses incurred due to force majeure, if not otherwise covered by insurance
•	 �mortgage interest incurred on self-use residential dwelling up to NT$300,000 

per income tax return per year
•	 �rent for housing up to NT$120,000 per income tax return per year. However, no 

deduction shall be made for taxpayers who have filed the aforesaid mortgage 
interest on the same tax return.

Special deductions, subject to certain limitations, include:
•	 �losses from disposal of properties other than land and securities, not to exceed 

total gains from disposal of properties in the same taxable year
•	 �salary or wage earner’s special deduction up to NT$104,000 per salary or wage 

earner in 2010
•	 interest income exclusion up to NT$270,000 per income tax return in 2010
•	 deduction for the disabled up to NT$104,000 per disabled person in 2010
•	 deduction for higher education of children up to NT$25,000 per person.

Exemptions
Remuneration for services rendered in Taiwan received from an employer outside Taiwan 
(with no charge back to a Taiwan entity) by an employee who is a non-resident will be 
exempt from tax provided the employee stays in Taiwan for no more than 90 days.

Remuneration for services rendered in Taiwan received from an employer outside 
Taiwan is also exempt if received by non-resident directors, managerial officers and 
technicians of an approved FIA entity who are sent to Taiwan for no more than 183 
days in a tax year to undertake preparatory work such as investment planning, plant 
construction or market surveys.

Personal exemption
For 2010, the personal exemption is NT$82,000.

The new tax brackets and rates of resident individual income tax for 2010 are as follows:

Net taxable income (NT$) Rates (%) 

1 – 500,000 5

500,001 – 1,130,000 12

1,130,001 – 2,260,000 20

2,260,001 – 4,230,000 30

4,230,001 and above 40

Alternative minimum tax
The Income Basic Tax (IBT) Act is effective from 2006. The basic tax is calculated in 
a similar manner as for companies with items added back to calculate the relevant 
income including the following:
•	 �income derived from overseas sources excluded from gross consolidated income
•	 non-cash donations or contributions deducted from gross consolidated income.

I.	T reaty and non-treaty withholding tax rates

The following withholding tax rates are applicable to Taiwanese-source dividends, 
interest and royalties paid to non-residents where the income is not connected with 
a permanent establishment in Taiwan.

Dividends 
(%) 

Interest 
(%) 

Royalties 
(%) 

Non-Treaty Countries: 20 15,20 20

Treaty Countries: 

Australia 10,15 10 12.5

Belgium 10 10 10
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Dividends 
(%) 

Interest 
(%) 

Royalties 
(%) 

Denmark 10 10 10

Gambia 10 10 10

Indonesia 10 10 10

Israel 10 7,10 10

Macedonia 10 10 10

Malaysia 12.5 10 10

New Zealand 15 10 10

The Netherlands 10 10 10

Paraguay 5 10 10

Senegal 10 15 12.5

Singapore – (1) – (2) 15

South Africa 5,15 10 10

Sweden 10 10 10

Swaziland 10 10 10

United Kingdom 10 10 10

Vietnam 15 10 15

1	� The treaty limits the aggregate of the corporate income tax and the tax on the 
dividends to 40% of that part of the taxable income out of which the dividends 
are declared.

2	 The treaty is silent so the domestic rate applies. See Section F above.

Thailand

Currency:	Baht	 Dial Code To: 66	 Dial Code Out: 001

City: Bangkok

Please email Stephen Darley, PKF Asia Pacific Regional Director at stephen.darley@
pkf.com for details of Thai tax contacts

A.	T axes payable

Corporate income tax 
Corporate income tax (CIT) is a direct tax levied on a juristic person which is 
established under Thailand or foreign law and carries on business in Thailand 
or which derives from certain types of income from Thailand.

The term ‘juristic person’ (hereinafter referred to as ‘company’) means a juristic 
company or partnership operating in Thailand. The term also includes any joint 
venture and any trading or profit-seeking activity carried on by a foreign government 
or its agency or by any other juristic body incorporated under a foreign law.

Companies incorporated in Thailand are subject to corporate income tax on all profits 
derived from both domestic and foreign sources on its worldwide net profit at the end of 
each accounting period 12 months). The ordinary fiscal year for tax submission is for the 
12 month period ending 31 December. However, with the consent of the Director-General, 
corporate taxpayers may choose a substituted accounting period for the purpose of 
determining taxable income.

A ‘foreign company’ means a company incorporated under foreign law. Generally, a 
foreign company is treated as carrying on business in Thailand if it has an office, a branch 
or any other place of business in Thailand or has an employee, agent or representative for 
carrying on business in Thailand. A foreign company carrying on business in Thailand is 
subject to CIT only for net profit arising from or in consequence of business carried on in 
Thailand, at the end of each accounting period. A separate profit remittance tax of 10% 
of the amount remitted is imposed on foreign companies that remit their Thailand-based 
profits offshore. Profit means any sum set aside out of profits as well as any sum which 
may be regarded as profit.

A foreign company that does not carry on business in Thailand but derives certain 
types of income such as professional fees, interest, dividends, royalties, rents 
and management fees from Thailand may be subject to CIT on the gross amount 
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received. It is collected in the form of withholding tax by which the payer of income 
shall deduct the tax from the income at the rate shown in the Table of Withholding 
Taxes (Tax Rates – Payments to Non Resident Countries). A foreign company 
engaged in international transport is also only subject to tax on its gross receipts.

CIT rate in Thailand is 30% and such tax is payable twice a year. However, the rates 
vary depending on the types of taxpayers.

Thai and foreign companies carrying on business in Thailand are required to file 
their annual tax returns (Form PND50) within 150 days from the closing date of their 
accounting periods. Tax payment must be submitted together with the tax return.

In addition to the annual tax payment, any company subject to CIT on net profits is 
also required to file their half-year tax return (Form PND51). A company is obliged to 
estimate its annual net profit as well as its tax liability and pay half of the estimated 
tax amount within two months after the end of the first six months of its accounting 
period. The prepaid tax is creditable against its annual tax liability.

Capital gains tax
There is no capital gains tax in Thailand. Capital gains are treated as ordinary income 
for the purpose of calculating income tax.

Branch profits tax
There is no branch profits tax in Thailand. The Thai branches of foreign companies 
will generally only be taxed in Thailand on the net profits arising from the business 
carried on in Thailand. The Thai branches are subject to the same rate of tax as 
resident companies. A separate profit remittance tax is, however, imposed on such 
profits remitted out of Thailand.

Value added tax (VAT)
VAT replaced sales tax on 1 January 1992. It is an indirect tax imposed on the value 
added of each stage of production and distribution.

Any person or entity that regularly supplies goods or provides services in Thailand 
and has an annual turnover exceeding Baht 1.8m is subject to VAT in Thailand. A 
supplier of services to an offshore person will also attract VAT if the service is used 
in Thailand. VAT will also apply to any import of goods or services. Suppliers of goods 
and services collect VAT output tax. Purchasers of goods and services pay VAT input 
tax. Input tax is deducted from output tax to determine VAT liability.

VAT is currently levied at a rate of 7% on gross receipts effective until 30 September 
2012 but may increase to the normal rate of 10% thereafter, although a zero 
rate applies to exported goods and services (that are totally used abroad). Certain 
businesses are exempt from VAT.

Other taxes
Specific business tax (SBT)
There are some businesses that are not subject to VAT but are subject to SBT, 
although certain entities and activities may be exempt from SBT. The tax is imposed 
on gross revenue and the rate of tax differs according to the nature of the business 
performed as follows:

Business Tax base Tax rate 
(%) 

1. Banking, Finance 
and similar business

Interest, discounts, service fees, other 
fees, profits from foreign exchange

3.0

2. Life Insurance Interest, service fees and other fees 2.5

3. Pawn Brokerage Interest, fees, remuneration from 
selling overdue property

2.5

4. Real estate Gross receipts 3.0*

5. Factoring Interest, discounts, service fees and 
other fees

3.0

Note: Local tax at the rate of 10 % is imposed on top of SBT.

* SBT has been reduced to 0.1% from 29 March 2009 to 28 March 2010. After this 
period, the normal rate at 3% will apply.

Petroleum income tax
Income derived from petroleum operations is subject to the Petroleum Income Tax Act.
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Stamp duty
Stamp duties are payable on most documents filed by companies with the Government 
agencies or entities and on official documents of the company, including transfers of 
land, leases, stock transfers, debentures, mortgages, life assurance policies, annuities, 
power of attorney, promissory notes, letters of credit, cheques etc. Stamp duties are taxed 
on instruments and not on transactions or persons. For the purposes of stamp duty, an 
instrument is defined as any document chargeable with duty under the Revenue Code. 
The stamp duty rules are contained in Chapter VI of Title II of the Revenue Code. 

Only instruments listed in the stamp duty schedule are subject to stamp duty and the 
persons liable to pay stamp duty are those associated with the instrument. They are, 
for example, the persons executing the instrument, the holders of the instrument or the 
beneficiary. General exemptions are available under the Revenue Code. Rates vary according 
to the class of the instrument. Non-compliance can result in a penalty or surcharge of tax.

Excise tax
Excise tax is levied on certain types of products such as alcoholic beverages, tobacco 
and fruit juice.

Local Taxes
Signboard tax
This tax may be imposed at various rates per square meter (depending on the 
language) on any signs or billboards which display a name, trademark or product for 
the purpose of advertising or providing information on businesses.

Property taxes
Owners of land and buildings in designated areas may be subject to either local 
administration tax (based on the unimproved capital value of land) or house and 
land tax (calculated at a percentage of actual or imputed annual rental value). Local 
administration tax is based on the appraised value of land as determined by the local 
authorities. Land which is subject to house and land tax is not subject to this tax. 
House and land tax covers all properties with the exception of owner occupied 
residences. The annual value is the official assessment of rental income that could be 
derived from such premises.

B.	D etermination of taxable income

Income tax is payable by both individuals and companies on their taxable income. 
Taxable income is defined as assessable income less allowable deductions. 
For individuals, certain additional allowances can also be deducted against the 
assessable income.

CIT of a company carrying on business in Thailand is calculated from the company’s 
net profit on the accruals basis. A company shall take into account all revenue arising 
from or in consequence of the business carried on in an accounting period and may 
deduct all expenses in accordance with the conditions prescribed by the Revenue 
Code. Additional deductions on certain types of expenditure may also be allowable.

Taxpayer Tax base Rate

1. Small company: (1) net profit not exceeding 
Baht 0.15m

exempt (2)

net profit over Baht 
0.15m but not exceeding 
Baht 1m

15% (2)

net profit over Baht 
1m but not exceeding 
Baht 3m

25%

net profit exceeding 
Baht 3m

30%

2. Companies listed on Stock 
Exchange of Thailand (SET):

a.	� Listed between 
	� 6 September 2001 and 
	 31 December 2005

net profit for first five 
accounting periods 
beginning on or after 
6 September 2001

25%

b.	� Application for newly listed 
on SET between 1 January 
2007 and 31 December 
2008and registered by 

	 31 December 2009

net profit for first three 
accounting periods after 
listing

25%
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Taxpayer Tax base Rate

c.	� Listed before 
	 29 July 2008

net profit on first 
Baht 300m for three 
accounting periods 
from 1 January 2008 
to 31 December 2010

25% (4)

net profit on the amount 
exceeding Baht 300m for 
three accounting periods 
from 1 January 2008 to 
31 December 2010

30%

3. Company listed on Market for 
Alternative Investment (MAI)

a.	� Listed during 
	 6 September 2001 to 
	 31 December 2005

net profit for first five 
accounting periods 
beginning on or after 
6 September 2001

20%

b.	� Application for newly listed 
on MAI between 1 January 
2007 and 31 December 
2008 and registered by 

	 31 December 2009

net profit for first three 
accounting periods after 
listing

20%

c.	� Listed before 
	 29 July 2008

net profit on first 
Baht 20m for three 
accounting periods 
from 1 January 2008 
to 31 December 2010

20% (4)

net profit on the amount 
exceeding Baht 20m for 
three accounting periods 
from 1 January 2008 to 
31 December 2010

30%

4. Bank deriving profits 
from International Banking 
Facilities (IBF)

net profit 10%

5. Foreign company engaging in 
international transportation

gross receipts 3%

6. Foreign company not carrying on 
business in Thailand but receiving 
dividends from Thailand

gross receipts 10%

7. Foreign company not carrying on 
business in Thailand but receiving 
other types of income apart from 
dividends from Thailand

gross receipts 15%

8. Foreign company remitting profits 
out of Thailand

amount remitted 10%

9. Profitable association and 
foundation

gross receipts 2% or 10%

10. Regional Operating Headquarters 
(ROH)

net profit 10% (5) or 
exempt

11. Board of Investment (BOI) net profit 0% (6) 

1.	� Small company refers to companies with paid-up capital not exceeding Baht 5m 
at the end of each accounting period.

2.	� The 15% rate applies for accounting periods beginning on or after 1 January 
2004. An income tax exemption for the first Baht 150,000 is effective for the 
accounting periods beginning on or after 1 January 2008.

3.	� The reduced rate applies for currently listed companies for five accounting 
periods beginning on or after 6 September 2001.

4.	� The rates apply for currently listed companies which do not utilise other corporate 
income tax privileges granted including that specified under No. 2b and 3b in the 
Table above. 

5.	� An entity may qualify for concessions granted as an ROH. There are two types 
of ROH applications. The old ROH includes a reduced corporate income tax rate 
of 10% and a flat personal income tax rate of 15% for expatriate individuals 
(for a four-year period) if certain conditions are met including the provision of 
administrative, technical, management and other supporting roles to ‘affiliates’ 
or branches in at least three other countries other than Thailand.
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	� The new ROH includes a corporate income tax exemption for 10 years on the 
service income derived from abroad and a corporate income tax and withholding 
tax exemption for 10 years on dividends received from and paid to foreign 
entities. It also grants a reduced corporate income tax rate of 10% for a 10 year 
period on the service income derived in Thailand as well as royalties and interest 
income derived from abroad. A flat personal income tax rate of 15% for expatriate 
individuals (for an eight-year period) is also provided if certain conditions are met.

	� The new ROH has more stringent rules in order to qualify for this concession 
including the requirement for a minimum number of associated companies or 
branches outside Thailand, minimum expenditure requirements and minimum 
requirements in relation to employees.

6.	� Depending on the location (investment zone) and type of activity undertaken, a company 
may qualify for a tax exemption (tax holiday) for three to eight years on corporate profits 
as well as a reduction of import duty on imported machinery and materials, as well as 
an exclusion of income tax on dividends derived from BOI activities.

Deductible expenses
For the purpose of calculating CIT, the following items are allowed to be deducted:
1.	� Ordinary and necessary expenses. However, the deductible amount of the 

following expenses is allowed at a special rate: 
	 –	 200% deduction of Research and Development expenses
	 –	 200% deduction of job training expenses
	 –	� 200% deduction of expenditure on the provision of equipment for the disabled 
2.	 Interest, except interest on capital reserves or funds of the company
3.	� Taxes, except for Corporate Income Tax and Value Added Tax paid to the Thai 

government
4.	 Net losses carried forward from the last five accounting periods
5.	 Bad debts
6.	 Wear and tear
7.	 Donations of up to 2% of net profits
8.	 Provident fund contributions
9.	 Entertainment expenses up to 0.3% of gross receipt but not exceeding Baht10 m
10.	� Further tax deduction for donations made to public education institutions 

and also for any expenses used for the maintenance of public parks, public 
playgrounds, and/or sports grounds

11.	� Depreciation: Special accelerated depreciation rates are available for certain 
asset classes. Alternatively, a company can use the rate based on the estimated 
life of the asset.

12.	 Exhibition or expo costs incurred either domestically or overseas
	 –	 200% deduction of rental expense
	 –	 200% deduction of construction fee
	 –	� 200% deduction of other related expenses e.g. freight, insurance, 

transportation fee
	 *	� Applies to the expenses incurred during the period from 14 October 2010 

to 31 December 2011.
13.	� 200% deduction for domestic employee training expense incurred during 2010 

and 2011 (including seminar room rental cost, accommodation, transportation, 
food and other expenses).

14.	� 60% deduction for depreciation upon acquisition of movable assets e.g. 
equipment, fixtures and furniture (excluding motor vehicles) acquired between 16 
June 2010 and 31 December 2011 for a company carrying on tourism business

15.	� Full depreciation for car purchase in respect of the car rental business for the 
expense incurred from 14 October 2010 onwards. Previously, a cost limit of 
Baht 1 million in respect of depreciation applied.

Dividends
A resident individual taxpayer who derives dividends has a choice of including the 
dividend in assessable income or paying a final withholding tax at 10% and excluding 
such dividend from their income. Taxpayers who choose the first option must gross 
up the dividend to include the 10% withholding tax deducted as well as the company 
tax paid on that dividend (normally 30%). A tax credit is, however, granted for both 
the withholding tax and company tax deducted.

Dividends received by a company listed on the Stock Exchange of Thailand are 
exempt from tax as are those received by any other company incorporated in Thailand 
holding at least 25% of the voting shares in another Thai company, without any cross 
shareholding either directly or indirectly, provided that the related investments have 
been held for a period of at least three months before and three months after the 
receipt of the dividends. Where a Thai company does not qualify for the conditions 
specified above including the 25% voting shareholding and no cross shareholding 
criterion, it will nevertheless only need to include in its assessable income an amount 
of 50% of a dividend received from another company incorporated in Thailand if it can 
maintain that three month holding period before and after distribution of dividend.
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Dividend paid by a foreign company to a Thai company after November 2005 will be 
exempt from Thai corporate income tax if the paying company has a minimum corporate 
tax rate of 15% and the Thai company has a 25% or more equity interest in the foreign 
entity and maintains its shareholding in that company for a six-month period.

Interest
Interest income derived by a resident individual may, at the taxpayer’s election, be 
excluded from the computation of income tax provided that tax at 15% is withheld at 
source. However, the following forms of individual’s interest income are exempt from 
any tax:
•	 interest on bonds or debentures issued by a government organisation
•	 �interest on saving deposits in commercial banks if the aggregate amount of 

interest received is not more than Baht 20,000 during a taxable year.

With respect to interest expenses, there is no thin capitalisation law that restricts 
deductibility.

Income from Sale of Immovable Property
There are special rules applicable to individuals calculating the gains on sale of 
immovable property which may allow the taxpayer to pay final withholding tax to the 
Land Department in lieu of including the gain on sale as normal assessable income.

Losses
A tax loss, being the excess of allowable deduction over assessable income, can only 
be carried forward for a maximum of five years.

C.	F oreign tax relief

For income derived from countries which do not have a Double Taxation Agreement 
(DTA) with Thailand, foreign tax credits are allowed, subject to certain criteria and 
conditions, up to the amount of Thailand tax that would have been payable had the 
income been derived in Thailand. The same rules apply with respect to foreign tax 
relief for DTA countries.

D.	C orporate groups

Each company is taxed as a separate legal entity. Losses incurred by one affiliate 
may not be offset against profits made by another affiliate.

E.	R elated party transactions

Regulations have been issued to counter aggressive inter-company pricing practices. 
These regulations are intended to prevent the manipulation of profits and losses 
within a group of related companies and ensure that goods and services traded 
between the related companies are priced at an arm’s length value. The Revenue 
Department also has the power to assess income resulting from transfers which it 
deems is below market value.

F.	W ithholding tax

Withholding tax – payments to resident individuals
For certain categories of income, the payer of income has to withhold tax at source, 
file the necessary return (Form PND 1, 2, or 3 as the case may be) and submit the 
amount of tax withheld to the District Revenue Office. The tax withheld shall then be 
credited against tax liability of a taxpayer at the time of filing the PND return. The 
following are the withholding tax rates on some categories of income:

Types of income Withholding tax rate 

1. Employment income/hire of work 0 – 37%

2. Interest 15%

3. Dividends 10%

4. Royalty 0 – 37%

5. Rents (1) 5%

6. Prizes 5%

7. Service and professional fees (1) 3%

8. Public entertainer remuneration 5%

9. Advertising fees (1) 2%

10. Capital Gain (2) 0 – 37%
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1	 Not applicable if an individual is the payer of income.
2	 Not applicable for sale of shares on the SET.

Withholding tax rates – payments to resident 
corporations and branches of foreign companies
Certain types of income paid to companies are subject to withholding tax at source. The 
withholding tax rates depend on the types of income and the tax status of the recipient. 
The payer of income is required to file the return (Form PND 53) and submit the amount 
of tax withheld to the District Revenue Offices within seven days of the following month in 
which the payment is made. The tax withheld will be credited against final tax liability of the 
taxpayer. The following are the withholding tax rates on some important types of income:

Types of income Withholding tax rate 

1. Interest 10% if paid to associations or foundations or 1% 
in other cases

2. Dividends 10%

3. Royalties 10% if paid to associations or foundations or 3% 
in other cases

4. Rents 10% if paid to associations or foundations or 5% 
in other cases

5. Prizes 5%

6. Services and 
professional fees

10% if paid to associations or foundations or 3% 
in other cases 

7. Hire of work 3% if paid to Thai company or foreign company 
having a permanent branch in Thailand

5% if paid to foreign company not having a 
permanent branch in Thailand

8. Advertising fees 2%

Government agencies are required to withhold tax at the rate of 1% on all types of 
income paid to Thai companies.

Withholding tax rates – payments to non-residents 
Apart from dividends, which attract withholding tax at 10%, most other payments 
applicable to a non-resident that resides in a non-DTA country (including interest, 
royalties, rent, management fees, consultancy payments and capital gains) would 
attract withholding tax at 15%. A DTA, however, exists with many countries. The rates 
of withholding tax may therefore be reduced depending on the rate specified in the 
applicable DTA (see treaty and non-treaty WHT rates).

G.	Ex change control

Exchange control regulations are in place to govern the importation and repatriation 
of funds by residents and non-residents, and the import and export of goods. Subject 
to certain criteria and thresholds, forms are also required.

H. Personal tax

Personal Income Tax (PIT) is a direct tax levied on the taxable income of a person. A person 
means an individual, an ordinary partnership, a non-juristic body of persons, a deceased 
person and an undivided estate. In general, a person liable to PIT has to compute his tax 
liability, file tax returns and pay tax, if any, on a calendar year basis. Taxpayers are classified 
into ‘resident’ and ‘non-resident’. A ‘resident’ means any person residing in Thailand for 
a period or periods aggregating 180 days or more in any tax (calendar) year. A resident 
of Thailand is liable to pay tax on income from sources in Thailand on a cash basis, 
regardless of where the money is paid, as well as on the portion of income from foreign 
sources that is brought into Thailand in the same year that the foreign income is derived. 
A non-resident is, however, subject to tax only on income from sources in Thailand.

Income chargeable to PIT is called ‘assessable income’. The term covers income both 
in cash and in kind. Therefore, any benefits provided by an employer or other persons, 
such as rent-free housing or the amount of tax paid by the employer on behalf of the 
employee, are also treated as assessable income of the employee for the purpose of PIT.

Assessable income is divided into eight categories. Certain deductions and allowances 
can be offset against assessable income in order to calculate taxable income. Taxpayers 
shall make deductions from assessable income before the allowances are granted.

Deductions permitted for the calculation of PIT
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Table 1

Type of Income Deductions

1. Income from employment 40% but not exceeding 
Baht 60,000

2. Income from hire of work 40% but not exceeding 
Baht 60,000

3. Income received from copyright 40% but not exceeding 
Baht 60,000

4. Income in the nature of interest, dividend, 
capital gain

–

5. Income from letting out of property on hire:

–	 building and wharves 30%

–	 agricultural land 20%

–	 all other types of land 15%

–	 vehicles 30%

–	 any other type of property 10%

6. Income from professional services 30% except for the medical 
profession where 60% is 
allowed

7. Income derived from contract of work whereby 
the contractor provides essential materials 
besides tools

actual expense or 70%

8. Income derived from business, commerce, 
agriculture, industry, transport, or any other 
activities not specified earlier

actual expense or 40% 
to 85% depending on the 
types of income

Allowances permitted for the calculation of PIT

Table 2

Types of Allowances Amount

Personal allowance 

–	 Single taxpayer Baht 30,000 for the 
taxpayer

–	� Non-juristic partnership or body of persons Baht 30,000 for each 
partner but not exceeding 
Baht 60,000 in total

Spouse allowance (legally married) Baht 30,000 

Child allowance (child under 25 years of age and 
studying at educational institution, or a minor, or an 
adjusted incompetent or quasi-incompetent person) 

Baht 15,000 each 
(limited to three children)

Education (additional allowance for child studying 
in educational institution in Thailand) 

Baht 2,000 each child 
(limited to three children)

Life insurance premium paid by taxpayer or spouse Amount actually paid 
but not exceeding 
Baht 100,000 each

Health insurance premium paid for tax-payer’s and 
spouse’s parents (total income of parents shall not 
exceed Baht 30,000)

Amount actually paid 
but not exceeding 
Baht 15,000

Approved provident fund contributions and retired 
mutual fund

Maximum allowance 
(exemption) of Baht 
500,000 but not exceeding 
15% of income

Long term equity fund Maximum allowance 
(exemption) of Baht 
500,000 but not exceeding 
15% of income

Home mortgage interest Amount actually paid 
but not exceeding 
Baht 100,000 
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Types of Allowances Amount

Social security contributions Amount actually paid 

Parent allowance (parents of either taxpayer and/or 
legal spouse over 60 years of age with income less 
than 30,000 Baht) 

Baht 30,000 each parent

Disability allowance (cost of caring for disabled 
persons)

Baht 60,000 Baht 

Undivided estate Baht 30,000 

Charitable contributions Amount actually donated 
but not exceeding 10% 
of income after standard 
deductions and allowances

Educational contributions Two times the actual 
donation but not exceeding 
10% of income after 
standard deductions and 
allowances

The tax rates for resident and non-resident individuals (2008 and subsequent years) 
are as follows:

Table 3

Taxable income 
(Baht) 

Tax rate 
(%) 

Tax 
amount 

Accumulated 
tax 

0 – 150,000 Exempt – –

150,001 – 500,000 10 35,000 35,000

500,001 – 1,000,000 20 100,000 135,000

1,000,001 – 4,000,000 30 900,000 1,035,000

4,000,001 and over 37 – –

Persons over age 65 get an exemption on the first Baht 190,000 of taxable income 
instead of the normal Baht 150,000 threshold.

I.	T reaty and non-treaty withholding tax rates

The schedule below is only intended to give a general outline of the rates of tax 
applicable to interest, dividend and royalty payments under Thailand’s Double Tax 
Treaties. It is advisable to consult the relevant tax treaty for more detailed information. 
The table below sets out the lower of the treaty rate and the applicable domestic rate 
on dividend, interest and royalty payments.

Dividends 
(%)

(1) Interest 
(%)

(2) Royalties
(%)

(3)

Non-Resident Company: 

Non-Treaty Countries: 10 15 15

Treaty Countries: 

Armenia 10 10/15 15

Australia 10 10/15 15

Austria 10 10/15 15

Bahrain 10 10/15 15

Bangladesh 10 10/15 15

Belgium 10 10/15 5/15

Bulgaria 10 10/15 5/15

Canada 10 10/15 5/15

Chile 10 10/15 10/15

China 10 10/15 15

Cyprus 10 10/15 5/10/15

Czech Republic 10 10/15 5/10/15
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Dividends 
(%)

(1) Interest 
(%)

(2) Royalties
(%)

(3)

Denmark 10 10/15 5/15

Finland 10 10/15 15

France 10 3/10/15 5/15

Germany 10 10/15 5/15

Hong Kong 10 10/15 5/10/15

Hungary 10 10/15 15

India 10 10/15 15

Indonesia 10 10/15 15

Israel 10 10/15 5/15

Italy 10 10/15 5/15

Japan 10 10/15 15

Korea 10 10/15 15

Kuwait 10 10/15 15

Laos 10 10/15 15

Luxembourg 10 10/15 15

Malaysia 10 10/15 15

Mauritius 10 10/15 5/15

Nepal 10 10/15 15

Netherlands 10 10/15 5/15

New Zealand 10 10/15 10/15

Norway 10 10/15 5/10/15

Oman 10 10/15 15

Pakistan 10 10/15 10/15

Philippines 10 10/15 15

Poland 10 10/15 5/15

Romania 10 10/15 15

Russia 10 10 15

Seychelles 10 10/15 15

Singapore 10 10/15 15

Slovenia 10 10/15 10/15

South Africa 10 10/15 15

Spain 10 10/15 5/8/15

Sri Lanka 10 10/15 15

Sweden 10 10/15 15

Switzerland 10 10/15 5/10/15

Turkey 10 10/15 15

Ukraine 10 10/15 15

United Arab 
Emirates 10 10/15 15

United Kingdom 10 10/15 5/15

United States 10 10/15 5/8/15

Uzbekistan 10 10/15 15

Vietnam 10 10/15 15

1	� The lower rate generally applies if certain conditions are met including having a 
specified minimum percentage of equity in the company paying the dividend.

2	� The lower rate generally applies to interest for which a financial institution is 
beneficially entitled.

3	� The lower rate generally applies to payments made as consideration for the 
right to use any copyright of literary, artistic or scientific work.
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Tunisia

Currency:	Tunisian Dinar	 Dial Code To: 216	 Dial Code Out: 00
	 (TND)

Member Firm:
City:		  Name:	 Contact Information:
Tunis		  Lasaad Marouani	 71 88 98 35
			   pkf.marwani@gnet.tn

A.	TA XES PAYABLE

FEDERAL TAXES AND LEVIES
COMPANY TAX
Limited companies, limited partnerships and cooperatives are liable to corporate 
income tax on their profits stemming from any business they carry on in Tunisia. 
Foreign companies not carrying on business in Tunisia but deriving certain types 
of income from Tunisia are subjected to company tax.

Tax rates: Companies are liable to corporate income tax at the rate of 30% (this 
rate was reduced in 2007 from 35% to 30%). However, a number of companies and 
legal entities such as companies operating in handicraft activities, agriculture and 
fishing are taxable at the rate of 10%. This tax rate is also applicable to profits made 
from export activities from 2011.

Minimum tax liability: A corporation has to pay a minimum tax liability of 0.1% of the 
total gross turnover with a minimum account, due even without any turnover, of 200 
Dinars for companies taxable at the rate of the 10%. For those taxable at the rate 
of 30%, the minimum amount is 350 Dinars.

Legal entities liable to company tax and individuals liable to personal income 
tax carrying on a trade business are subjected to three tax installments each 
representing 30% of the total levy calculated on incomes and profits of the previous 
year. Tax installments should be paid during the 28 days of respectively the 6th, 
9th and 12th months following the balance sheet date. 

CAPITAL GAINS TAX
CAPITAL GAINS OR LOSSES
For non-resident legal entities, gains stemming from disposal of buildings established 
in Tunisia or rights related to them are subject to corporate income tax. Capital gain 
is the difference between sale price and cost price or purchase price. These entities 
may choose to be imposable at withholding discharge of 15% of the sale price. For 
closed-end investment companies and credit institutions, capital gains related to 
securities are deductible from taxable income.

For both residents and non-residents, interest is subject to a withholding tax at 20% 
(a more favorable rate if the case is covered by a non-double imposition treaty).For the 
non-resident, the amount withheld is offset against ordinary income tax on this income.

Rental income from student accommodation or catering is deductible from taxable 
income during the first 10 years. This rent should respect specifications established 
by the supervisory ministry.

From 1 January 2011, the following are exempt from capital gain from the sale of 
securities 
–	� The gain from the sale of shares listed on the Stock Exchange of Tunis acquired 

or subscribed before 1 January 2011 and the sale of shares in a transaction 
introductory Stock Exchange of Tunis is deductible from taxable income. 

–	� The gain from the sale of shares listed on the Stock Exchange of Tunis acquired 
or subscribed from 1 January 2011 is also deductible from taxable income 
when the transfer takes place after the expiry of the year following the year of 
acquisition or subscription of a maximum of 10,000 dinars per year. Otherwise 
the gain described above shall be subject to income tax at 10% thereof. 

–	� Corporation tax is payable by non-resident legal persons not established in 
Tunisia at a rate of surplus value cited above. The capital gain subject to tax on 
companies is equal, in this case, to the difference between the sale price and 
the purchase price of stocks, shares or units or the subscription price and from 
transfer operations performed during the year preceding the tax after deduction 
of capital loss from operations in question.

SALES TAX/VALUE –ADDED TAX
VAT is an indirect tax, in that the tax is collected from someone who does not bear 
the entire cost of the tax.
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All economic activities conducted in Tunisia, including industrial and handicraft 
activities, liberal or commercial professions, are subject to value-added tax.

Exports by definition are consumed abroad and are usually not subject to VAT and any 
VAT charged under such circumstances is usually refundable. This avoids downward 
pressure on exports and ultimately export-derived income or revenue.

VAT that is charged by a VAT-registered business and paid by its customers is known 
as “output VAT” (that is, VAT on its output supplies). VAT that is paid by a business to other 
businesses on the supplies that it receives is known as “input VAT” (that is, VAT on its input 
supplies). A business is generally able to recover input VAT to the extent that the input VAT 
is attributable to (ie, used to make) its taxable outputs. Input VAT is recovered by setting 
it against the output VAT for which the business is required to account to the Tunisian 
government or, if there is an excess, by claiming a repayment from the Tunisian government.

Three different VAT rates apply in Tunisia:
–	� 6%: information technology services, hotels and restaurant activities, and equipment
–	 12%: raw materials, craft industry products, medical activities, and canned food
–	 18%: operations related to services and goods not subject to another rate.

According to article 18 of the Tunisian VAT code, a sales invoice issued by a VAT registered 
business should contain certain compulsory information including client name, address 
and fiscal register, date of the transaction, price of the goods or services sold, VAT rate.

FRINGE BENEFITS TAX
Fringe benefits are considered to be a part of the salary paid to an employee; hence 
they’re subject to social security and income taxes.

Fringe benefits taxable are evaluated on the basis of their market value.

LOCAL TAXES 
The tax on the rental value is a municipal tax on buildings. The owner of the property 
is liable for collection of the tax. The base of this tax is the gross rental value 
determined in accordance with a general census carried out every three to five years 
by the local authorities. The rate is fixed per local authority which may be divided into 
two zones, urban and suburban (where the rate is lower).

The land tax on undeveloped land is owed by occupiers, owners or persons enjoying 
the land. 

OTHER TAXES AND LEVIES
Social Security taxes
The social security rates are 9.18% on behalf of the employee and the 16.57% on behalf 
of the employee and 0.5% for employer’s compensation on behalf of the employer.

Real estate tax
The purchase of real estate is subject to the following:
•	 A registration duty of 5% on the purchase price increased by VAT
•	 A stamp duty of 2DT per sheet of contract 
•	 �A real estate property conservation duty of 1% on the purchase price increased 

by VAT
•	 �A registration will be increased by 1% of purchase price for non registration of 

the property purchased
•	 �A supplementary charge of 3% in cases where the owner has failed to declare 

the value of his property .

Any real estate buyer who is an individual or a corporate entity subject to a regular 
accounting system must withhold tax on the real estate purchase price. This tax is 
2.5% on the purchase price increased by VAT.

EXCISE TAX 
This is a federal tax on specific goods and services either imported or manufactured 
in Tunisia. It is levied on a variety of items such as cigarettes, tobacco, alcoholic 
beverages, cosmetics, perfume and private cars. Excise tax is levied on sale price 
or customs value for imported goods.

According to the Tunisian Excise Tax Code, several rates apply to different goods. 
A joint list is available on the code, fixing different rates.

GIFTS, WEALTH, ESTATE, AND/OR INHERITANCE TAX
Inherited property and gifts are subject to tax at the following rates:
•	 Direct line relatives (children, spouses, parents, etc.): 2.5%
•	 Brothers and sisters: 5%
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•	 Collateral line relatives: 25%
•	 Relatives beyond the fourth degree: 35%
•	 Unrelated individuals: 35%.

VOCATIONAL TRAINING TAX
This is payable monthly at the rate of 2% of the total gross wages. A special rate of 
1% is applicable to the manufacturing sector.

TAX FOR PROMOTING EMPLOYEES’ ACCOMMODATION
Employers have to pay a tax at the rate of 1% of total grass salaries to promote the 
employee’s accommodation. Farmers are exempt of this tax.

B.	DETERMINATION  OF TAXABLE INCOME

Taxable income is determined on the basis of regular accounting results. When there 
are discrepancies between fiscal rules and accounting principles, adjustments are 
made to the accounting results.

Profits are habitually considered gross revenue less production, salary and wages 
and rental expenses.

Generally, all expenses generated by the conduct of business are deductible if they 
are incurred in gaining or producing assessable income.

Taxable income includes also capital gains, except for capital gains stemming from 
disposal of securities listed on the Tunisian Stock Exchange and capital gain from an 
initial public offering on TSE.

DEPRECIATION
Fixed assets owned by the company are normally written off over their normal useful 
life. For tax purposes, the straight-line method is normally adopted.

Assets of a lower value than 200DT may be fully written off during their first year. 
Companies may choose the declining-balance method to calculate depreciations on 
hardware, agriculture equipments and newly purchased manufacturing equipment 
(from 1 January 1999).

From 1 January 2008, a company is eligible to use declining balance method to 
compute depreciations on manufacturing equipments financed by a leasing.

STOCK/INVENTORY
For the determination of net income, inventories must be valued at their cost price. 
If market value or realizable value is lower at the end of the year, the company must 
set up reserves for depreciation of inventories, which is deductible within the limit of 
30% of the taxable income. 

DIVIDENDS
Collected dividends that are distributed by Tunisian companies are tax-exempt for 
both residents and non-residents. The non-capitalised earnings, amounts given to 
partners or shareholders and attendance fees given to members of the board of directors 
are assimilated to dividend payment.

Gains from stock Option exercises: in Tunisia, stock options are recognised only in 
certain sectors of activities, which are as follows:
•	 Software engineering 
•	 Software services
•	 Telecommunications and new technologies sectors
•	 Listed companies. 

When the plan is not recognized by Tunisian Law to be a stock option, the gain is not 
subject to taxation. This advantage is awarded under the double condition that:
•	 �At the date the stock option is granted, the employee does not hold more than 

10 % of the subscribed share capital; and
•	 �The shares are not sold during a period of three years starting from 1 January 

of the subsequent year in which the option is exercised.

When the Tunisian law does not recognise the stock option plan, the exercise gain 
made by the employee (difference between the exercise price and the fair market 
value of the shares at the date of exercise) will be subject to income tax.

INTEREST DEDUCTION 
Interest from foreign currency deposits or from convertible Dinar is deductible from 
taxable income.
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The interests on loans granted, or left at the disposal of the Tunisian company by 
partners or shareholders are fully deductible from the taxable income of shareholders 
or partners, under the following conditions:
•	 The interest rate does not exceed 8%
•	 The amounts do not exceed 50 % of the capital which should be fully paid up.

Limitation of interest rates is not applicable when the partner or shareholder who 
benefits from these interests is a bank in which case interests are deductible from 
the taxable base to the limit applicable on the market.

LOSSES
The deficit recorded during a business year which resulted from a regular accounting 
record in compliance with corporate accounting legislation is deducted successively 
from the results of the following business years up until including the fourth year.

For any profit business year, the deduction of deficits and depreciations is carried out 
according to the following order:
a)	 Reportable deficits
b)	 The depreciation of the concerned business year
c)	 Deferred depreciation in deficit periods.

During a business year when the profit is not sufficient to carry out the total 
deduction of the deficit and depreciation, the remaining part is put back successively 
on the results of the subsequent business years up until and including the fourth year.

FOREIGN SOURCED INCOME 
According to the Tunisian tax legislation, revenues from foreign-source realised by 
individuals and which were subject to tax payment in the country of origin are not taxed.

Non-resident legal entities are taxable on their Tunisian source income and on the gain 
from the disposal of buildings and the disposal of shares in real estate companies. The 
taxable capital gain is the difference between the sale price and the purchase cost.

Relief from foreign Taxes in Tunisia depends on double tax treaty concluded by Tunisia.

INCENTIVES
The Tunisian tax legislation has established a certain number of incentives to 
investment and creation of projects, in certain sectors of activity, either by Tunisian 
or foreign promoters being resident or nonresident or in partnership according to 
the overall development strategy, mainly aiming at accelerating growth rate and job 
creation within activities related to fields determined in article one of the Investment 
Incentives Code.

Various tax incentives are available for totally exporting companies. 100 % of the 
exporting activity income is deductible from total taxable income up until 31 December 
2011. This deduction is made notwithstanding the minimum tax. From 1 January 
2012 the exporting activity income is taxable at the rate of 10%. Major incentives are 
available for investments made by enterprises settled in areas that need development 
(regional development zones). Income stemming from investments carried out in these 
areas is fully deductible from the taxable income during the first ten years of activity but, 
for subsequent business years, only 50% is deductible from the tax base.

As part of the promotion of Small and Medium Enterprises, the Finance Act 2011 
has provided management measures to support businesses created from 1 January 
2011. It concerns new investment for which the turnover does not exceed 300,000 
dinars for service activities and non-commercial professions, and 600,000 dinars for 
trade and activities such as processing and consumption on the premises.

Companies are deductible from taxable income, revenues or profits from operations 
conducted during the first three years of operation at the following rates:
–	 75% for the first year
–	 50% for the second year
–	 25% for the third year.

The benefit of this advantage is subject to the condition that the keeping of accounts 
in conformity with accounting law firms.

C.	FOREI GN TAX RELIEF

Relief from foreign Taxes in Tunisia depends on whether a double tax treaty has been 
concluded by Tunisia.

Tunisia has concluded 67 non-double imposition treaties applicable on 1 January 2008.
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D.	CORPORATE  GROUPS

When a Tunisian company holds 75% or more of the shares of one or more Tunisian 
companies, the group may choose to be taxed as a single entity. Hence, the 
subsidiaries are treated as branches of the parent company and corporate tax is 
payable only by the parent company.

To benefit from the results integrating scheme, the parent company must make 
the commitment to list its shares on the stock market before the end of the year. 
Under this system, the profits and losses of all controlled branches, subsidiaries and 
partnerships in Tunisia and abroad are consolidated.

F.	WIT HHOLDING TAX

For certain categories of income, the prayer of income has to withhold tax at source, 
file tax return and submit the amount of tax withheld to the finances. 

In the context of harmonization of the rate of withholding tax on interest paid for 
loans to banks, non-resident, non-established in Tunisia with those contained in the 
conventions on avoidance of double taxation, the finance law for the management 
of 2011 replaced the rate of withholding tax of 2.5% by 5%.

H.	PERSONAL  TAX

With respect to the international taxation agreements, personal income tax is a direct 
tax levied on income of an individual.

Taxpayers are classified into resident and non-resident.

According to Tunisian laws, three criteria are used to indicate that an individual has 
an habitual residence in Tunisia.
1.	 Main residence of the person is in Tunisia 
2.	� Principal place of residence (period equal to or more than 183 days during a civil year)
3.	� Civil servant or state employee carrying out his/her duty in a foreign country, 

where they aren’t subject to personal income tax on global income.

A non-resident is subject to tax only on personal income from Tunisian sources.

Income chargeable to the Personal Income Tax is called assessable income. 
Assessable income is divided into seven categories:
1.	 Income from commerce and industry
2.	 Income from non-trading professions
3.	 Income from agriculture and fishing activities
4.	 Wages, salaries, pensions and life annuities
5.	 Land income
6.	� Income in the nature of dividends and interests resulting from the detention of 

securities and bonds.
7.	 Income from any other activity not specified earlier.

For each category of income, certain deductions and allowances are allowed in the 
calculation of the taxable income. Taxpayer shall keep the books in compliance with 
the accounting legislation, in order to benefit from these deductions.

In general, a person liable to Personal Income Tax has to compute his tax liability, file 
tax return and pay tax, if any, accordingly on a calendar year basis.

Married couples file tax returns as separate individuals. Income of children is reported 
on the tax return of the head of family. A spouse can report income of the children on 
his/her tax return in certain circumstances. 

INCOME TAX RATES

Rate Effective tax rate 
of the upper limit

0 TO 1500 Dinars 0% 0%

1500,001 TO 5000 Dinars 15% 10.5%

5000,001 TO 10000 Dinars 20% 15.25%

10000,001 TO 20000 Dinars 25% 20.12%

20000,001 TO 50000 Dinars 30% 26.05%

Over 50000 Dinars 35% –
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For trading and non-trading activities in accordance with the revenue code, a 
minimum tax liability is due of 0. 1% of the total gross turnover or receipts except for 
turnover or receipts from export activities, with a minimum amount of 100 Dinars due 
even without any turnover.

I.	TREATY  AND NON-TREATY WITHHOLDING TAX RATES

•	 Fees, royalties and non-trading activities compensation paid to non-resident......15%
	 –	 When a treaty exists, apply the treaty rate if less than 15%

•	 Capital gains paid to non-resident..............................................................20%
	 –	 When a treaty exists, apply the treaty rate if less than 20%

•	 Interests on loans paid to banks not established in Tunisia.............................5%
	 –	 When a treaty exists, apply the treaty rate if less than 5%

•	 Invoice that exceeds 1000 dinars (with State)...........................................1.5 %

•	 Invoice that exceeds 2000 dinars (with Private).........................................1.5 %

Turkey

Currency:	Turkey New Lira	 Dial Code To: 90	 Dial Code Out: 00
	 (TRY)

Correspondent Firm:
City:		  Name:	 Contact Information:
Ankara		  Enver Güney	 312 468 81 50
			   guneye@superonline.com

Izmir		  M Saim Uysal	 232 466 01 22
			   suysal@pkfizmir.com

A.	T axes payable

Federal taxes and levies
Company tax
Corporations in Turkey can be regarded as either limited or full taxpayers. Full 
taxpayers are liable for tax on their worldwide income. Limited taxpayers are subject 
to tax on income derived in Turkey.

Corporations are regarded as full taxpayers if their statutory head office or actual 
business centre is located in Turkey as stated in the articles of association. Thus, 
foreign-owned subsidiaries wholly established in Turkey are regarded as unlimited 
taxpayers whereas foreign branches are treated as limited taxpayers.

A foreign corporation is regarded as a limited taxpayer in Turkey and is taxable on its 
Turkish-sourced income only.

The basic rate of corporation tax for resident and non-resident companies is 20%.
In addition to the basic rate, there is a corporate withholding tax which varies from 
0% to 20%.

The tax year is the calendar year although a special permit can be obtained from the 
Ministry of Finance for a different fiscal period. Returns are due during the fourth 
month (until April 25) after the fiscal year end. Corporation tax is normally payable in 
April. The taxpayer also has to pay an advance tax throughout the accounting period 
which is credited against the tax liability of the same period to be calculated in the 
return for that tax year.

Capital gains tax
Capital gains are normally regarded as part of ordinary corporate income. Capital 
gains derived from the sale of shares in a local company by either a foreign company 
or a local company are, in principle, taxable.

Taxation of capital gains derived from the sale of shares between non-residents 
(individuals or corporations) differs according to the legal status of the company 
whose shares are held. The existence of a bilateral tax treaty between the country 
of residence of the non-resident shareholder and Turkey may generally result in 
capital gains tax being avoided in Turkey on the condition that the holding period 
exceeds one year.
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In general, this is also true for the capital gains arising from the sale of shareholding 
in a limited company.

Tax resident companies are eligible for the participation exemption scheme in respect 
of certain shareholdings. Under this scheme, 75% of the gains derived from the sale 
of shares in subsidiaries are exempt. Two conditions must be met:
•	 the shares must have been held for two years prior to the disposal
•	 �the amount of the gain must be kept in a special reserve account for at least 

five years.

The sale revenue must be collected by the end of the second calendar year following 
the year of sale.

Branch profits tax
There is no branch profits tax in Turkey. Permanent establishments of foreign 
companies are taxed on the profits earned in Turkey.

Sales tax/value added tax (VAT)
VAT is levied on all goods and services supplied within the scope of commercial, industrial, 
agricultural and independent professional activities and on the importation of goods and 
services. The supply of all goods and services is subject to VAT unless exempt. The standard 
rate is 18%. Currently, there are also various different rates ranging from 1% to 18%.

VAT is levied monthly. Returns have to be filed on or before the 24th day of the next 
month and the tax has to be paid by the 26th.

Special consumption tax
Special consumption tax was introduced on 12 June 2002 in order to simplify the 
Turkish tax system. When special consumption tax came into force, the high level VAT 
taxes were decreased to a maximum of 18%.

Special consumption tax is realised during importation or at the end of production 
and at rates from 0.5% to 87%. There are four different types of main product 
groups that are listed under the special consumption tax law. The lists and the related 
product groups are classified as follows:

List No. Product groups 

1. Petroleum and solvent products

2. Vehicles (Transportation vehicles are included, tractors are 
excluded).

3. Tobacco products and alcoholic/non alcoholic beverages

4. White goods, electrical home products, luxury goods

Local taxes
There are general municipal taxes and real estate taxes on building and land.

B.	D etermination of taxable income

Basically, corporate income is calculated as the difference in the value of the net 
assets on the last day and the first day of the calendar year. Assets which are 
added or withdrawn during this period should either be subtracted from or added to 
the resulting difference. Deductible and non-deductible expenses and tax-exempt 
corporate income also affects the calculation of taxable income.

Depreciation
The taxpayer may choose either the straight-line or the declining-balance method. A 
taxpayer who initially chooses the declining balance method for an asset may switch to 
the straight – line method but the tax payer who begins with the straight line method is 
not permitted to switch to the declining balance method. Depreciation rates to be applied 
for fixed assets are determined and announced by the Ministry of Finance through 
communiqués based on the asset’s useful life. The maximum depreciation rate is 50%.

Stock/inventory
Inventory is valued at cost using the FIFO or weighted average method.

Capital gains and losses
Capital gains and losses of resident companies constitute regular business income.

Dividends
Dividends received from Turkish resident companies and paid to residents or non-
residents are subject to 15% withholding tax.
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Interest deductions
Interest paid for business purposes in an operational period may be deducted but 
it must be capitalised if it relates to the acquisition of a fixed asset. Interest paid or 
calculated on the basis of equity capital is disallowable.

Losses
Net operating losses can be carried forward for five years. The loss must be covered 
by the first available year’s income. Losses cannot be carried back.

Foreign sourced income
Controlled foreign company (CFC) rules exist in Turkey. They apply where a resident 
company has at least a 50% interest in a non-resident company and the following 
conditions apply:
•	 �25% or more of the gross revenue of the foreign subsidiary must be composed 

of passive income
•	 �the CFC must be subject to an effective income tax rate lower than 10% on its 

commercial profit in its home country
•	 �gross revenue of the CFC must exceed the equivalent of TRY100,000 in a 

foreign currency in the related period.

Incentives
With effect from 28 February 2009, up to a 75% reduction in the corporate income 
tax rate is available for earnings derived from production of plants in specific sectors 
located in cities specified by the Council Ministers (usually in regions having priority 
for development) This incentive applies until 31 December 2010 for five years 
following the date of the relocation provided the plant has at least 50 employees.

C.	F oreign tax relief

Taxes paid to foreign authorities by resident companies on their foreign sourced 
income may be credited against the corporation tax calculated in Turkey on the 
company’s total income. The total tax credited is the lower of:
•	 the overseas tax incurred and
•	 the Turkish tax on the income concerned.

D.	C orporate groups

Group consolidation for tax purposes is not available.

E.	R elated party transactions

The thin capitalisation issue is re-arranged in the new law article 12. According to the 
article, if the ratio of the borrowings from shareholders or from persons related to the 
shareholders exceeds three times the shareholders’ equity of the borrower company 
at any time within the relevant year, the exceeding portion of the borrowing will be 
considered as thin capital.

From 1 January 2006, transfer pricing rules apply to resident companies with 
transactions with related parties, whether resident or not in Turkey. However, transfer 
pricing rules are not applied to domestic transactions between related companies 
unless a loss to the Treasury has occurred. The Act applies retroactively as of 1 
January 2008.

Prescribed arm’s length pricing methods in the law are those described in the OECD 
transfer pricing guidelines, including:
•	 comparable uncontrolled price method
•	 cost-plus method
•	 resale price method.

Alternatively, companies can also use alternative methods if these are considered 
more appropriate.

F.	W ithholding taxes

The following are liable to withholding taxes when paid to a non-resident entity:

Type of Income Rate 

Wages and services fees 20%

Professional services in general 20%

Petroleum exploration services 5%

Rentals 20%
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Type of Income Rate 

Deposit interest 15%

Bills and bonds 0 – 10%

Income from sales of securities 15%

Sum derived from sale or transfer of copyrights patents and 
trademarks 20%

Royalties 20%

Withholding taxes on dividends, interest and royalties may be reduced under the 
terms of the various double tax treaties with Turkey.

G.	Ex change control

The flow of capital in and out of Turkey is regulated by Decrees to protect the value of 
the Turkish currency.

H.	P ersonal tax

Individuals resident in Turkey are liable for income tax on their worldwide income 
but non-resident individuals are liable for income tax only on income earned in 
Turkey. Turkish nationals are deemed to be tax resident unless they have evidence 
of residence abroad. Foreigners are regarded as resident if they stay in Turkey 
without interruption for more than six months in a calendar year, other than for 
reasons of imprisonment or assignments for specific and temporary projects.

Income tax is charged on a trade or business, employment, professional services, 
dividends and interest, agriculture and rentals.

The general rule is that taxpayers must remit the amount of tax due in two equal 
payments. Taxpayers carrying on business or professional activities must make 
quarterly income tax payments during the tax year.

The income tax rates for 2011 are as follows:

Taxable income 
amount (TRY) 

Tax on lower 
amount (TRY) 

Rate on 
excess (%) 

0 – 9,400 0 15

9,401 – 23,000 1,410 20

23,001 – 80,000 4,130 27

Over 80,000 19,520 35

I.	T reaty and non-treaty withholding tax rates

Dividends 
(%) 

Interest 
(%) 

Royalties 
(%) 

(1)

Non-Treaty Countries: 15 0–10–15 20

Treaty Countries: 

Albania 5–15 10 10

Algeria 12 10 10

Austria 5–15 5–10–15 10

Azerbaijan 12 10 10

Bahrain 10–15 10 10

Bangladesh 10 10 10

Belarus 10–15 10 10

Belgium 15–20 (1) 15 10

Bosnia & Herzegovina 5–15 10 10

Bulgaria 10–15 10 10

China 10 10 10

Croatia 10 10 10

Cyprus (Northern 
Republic of) 15–20 10 10
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Dividends 
(%) 

Interest 
(%) 

Royalties 
(%) 

(1)

Czech Republic 10 10 10

Denmark 15–20 15 10

Egypt 5–15 10 10

Estonia 10 10 5–10

Ethiopia 10 10 10

Finland 15–20 15 10

France 15–20 15 10

Georgia 10 10 10

Germany 15–20 15 10

Greece 15 12 10

Hungary 10–15 10 10

Italy 15 15 10

India 15 10–15 15

Indonesia 10–15 10 10

Iran 15–20 10 10

Ireland 5–10–15 10–15 10

Israel 10 10 10

Japan 10–15 10–15 10

Jordan 10–15 10 12

Kazakhstan 10 10 10

Korea, Republic of 15–20 10–15 10

Kuwait 10 10 10

Kyrgyzstan 10 10 10

Latvia 10 10 5–10

Lebanon 10–15 10 10

Lithuania 10 10 5–10

Luxembourg 10–20 10–15 10

Macedonia 5–10 10 10

Malaysia 10–15 15 10

Moldova 10–15 10 10

Mongolia 10 10 10

Morocco 7–10 10 10

Netherlands 15–20 (2) 10–15 10

Norway 25–30 15 10

Oman 10-15 10 10

Pakistan 10–15 10 10

Poland 10–15 10 10

Portugal 5–15 10–15 10

Qatar 10–15 10 10

Romania 15 10 10

Russia 10 10 10

Saudi Arabia 5–10 10 10

Serbia 5–15 10 10

Singapore 10–15 7.5–10 10

Slovak Republic 5–10 10 10

Slovenia 10 10 10

South Africa 10–15 10 10

Spain 5–15 10–15 10

T

Turkey



PKF Worldwide Tax Guide 2011 485

Dividends 
(%) 

Interest 
(%) 

Royalties 
(%) 

(1)

Sudan 10 10 10

Sweden 15–20 15 10

Syria 10 10 10–15

Tajikistan 10 10 10

Thailand 10–15 10–15 15

Tunisia 12–15 10 10

Turkmenistan 10 10 10

Ukraine 10–15 10 10

United Arab Emirates 10–12 (3) 10 10

United Kingdom 15–20 15 10

United States 15–20 10–15 5–10

Uzbekistan 10 10 10

Yemen 10 10 10

1	� In accordance with the protocol decrees, if a dividend is received by a Belgian 
company from a Turkish company the rate will be 5% in Belgium and the rate 
will be 10% in Turkey

2	� In accordance with the protocol decrees, if a dividend is received by a 
Netherlands company from a Turkish company the rate will be 5% in the 
Netherlands and the rate will be 10% in Turkey.

3	� If the dividends are received from the government of that country or from a 
public institution wholly publicly owned, the maximum rate is 5%.

Turks and Caicos

Currency:	Dollar	 Dial Code To: 1649	 Dial Code Out: 00
	 ($)

Correspondent Firm:
City:		  Name:	 Contact Information:
Grand Turk	 Ervine M Quelch	 946 2504
			   mcal-gdt@tciway.tc

A.	T axes payable

Federal taxes and levies
Company tax
The Turks and Caicos Islands are a tax neutral jurisdiction. There are therefore no 
income or capital gains taxes. Corporations, whether resident or not or carrying on 
business in the Islands, are not subject to any form of taxation on income or gains. 
The only form of direct taxes imposed on any person or corporation are customs 
excise duties on the importation of goods into the Islands and ad valorum stamp 
duties on the consideration passing on the sale of real estate.

In addition to enjoying the benefits of being incorporated in a tax neutral jurisdiction, an 
International Business Company (IBC/exempt company) is provided on incorporation with a 
written guarantee by the Governor, on behalf of the Government of the Islands, that the IBC 
will not be liable for a period of 20 years to pay any taxes that may be imposed in the future.

Liquidations or reorganisations do not give rise to any tax implications in the Islands. 
An exempted company may transfer to another jurisdiction if such a transfer is not 
prohibited by the other jurisdiction.

An 8% stamp duty is also imposed on the consideration passing on the transfer 
of shares of companies holding land in the Islands and a nominal duty on the 
consideration on the transfer of shares in a domestic company.

B.	D etermination of taxable income

Shareholders of Turks and Caicos corporations (whether corporations or individuals) 
are not subject to taxation in the Islands on income or gains arising from holdings in 
foreign corporations.

There is, however, a system of National Insurance contributions and National Health 
Insurance contributions.
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Under the National Insurance Ordinance 1991, every person gainfully occupied in the Turks 
and Caicos Islands either as an employed or self-employed person is insured. The scheme 
is funded through contributions by employers and employees and self-employed persons. 
In the case of employed persons other than public officials, the rate of contribution is 8% 
of earnings, 4.6% payable by the employer and 3.4% by the employee. For public officials, 
the contribution rate is 6.5% of earnings, 4.025% of which is payable by the employer. For 
a self-employed person, there is a flat rate contribution of 5.5% of earnings. No contribution 
is payable on any part of earnings exceeding US $600 per week in the case of a weekly 
paid employee or US $2,600 per month in the case of a monthly paid employee.

Similarly, under the National Health Insurance Ordinance 2009, every person gainfully 
occupied in the Turks and Caicos Islands either as an employed or self-employed 
person is insured. Again the scheme is funded through contributions by employers 
and employees and self-employed persons. In the case of employed persons, the rate 
of contribution is 2.5% of earnings up to US $7,800 per month for both the employee 
and employer. In the case of a self-employed person, there is a flat monthly rate 
of US $250 per month unless the self-employed person provides evidence of their 
monthly earnings that support paying a reduced rate.

Incentives
The absence of direct taxation has encouraged the use of Turks and Caicos 
companies for a variety of purposes. The Islands have introduced legislation designed 
to encourage the continued growth of the jurisdiction as an offshore finance centre.

Exemptions from Customs and Excise and land transfer duties as well as 
concessionary rates on the use of Crown land are among a wide range of other 
incentives for the encouragement of development available for approved projects.

C.	F oreign tax relief

The Turks and Caicos Islands have signed numerous tax information exchange 
agreements (TIEAs). The Turks and Caicos Islands has therefore reached the agreed 
standard set by the Organisation for Economic Co-operation and Development 
(OECD) for inclusion on the ‘white list’ representing a major endorsement of the Turks 
and Caicos Islands as a transparent financial centre.

Uganda

Currency:	Shilling	 Dial Code To: 256	 Dial Code Out: 000
	 (UGX)

Member Firm:
City:		  Name:	 Contact Information:
Kampala		  Murtuza Dalal	 41 4341523/5
			   39 2700094
			   mdalal@ug.pkfea.com

A.	T axes payable

National taxes and levies
Company tax
Resident companies are taxable on their worldwide income and gains whereas non-
residents are taxed on income sourced in Uganda. Uganda-sourced income is clearly 
defined for purposes of the Income Tax Act.

The tax rates applicable to residents and non-residents are as follows:
•	 for companies (other than mining companies) and retirement funds – 30%
•	 for mining companies – calculated according to the following formula:
	� 70 – 1500/X where X is the number of percentage points represented by the 

ratio of the chargeable income to the gross revenue of the company.
	� If the rate of tax calculated above exceeds 45%, then the rate of tax shall be 

45% and, if the rate of tax calculated above is less than 25%, then the rate of 
tax shall be 25%.

Special rates of tax apply to income from small businesses (i.e. those businesses 
where the income does not exceed UGS 50m per year). These presumptive tax rates 
fall in defined bands/ranges of gross income.

The fiscal year in Uganda runs from 1 July to 30 June. Companies must file a return 
of income each year by 31 December following the end of the tax year. A different 
accounting period (referred to as substituted year) can be opted for by seeking 
permission from the revenue authorities. In such cases, return of income should be 
filed within six months of applicable year end.
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Capital gains tax
Capital gains are added to the income from all other sources and taxed at the rate 
applicable to that person.

Branch profits tax
Non-resident companies are subject to Ugandan corporate income tax in respect 
of profits earned from branches in Uganda. In addition, the branch is taxed on the 
repatriated income at the rate of 15%.

Value added tax (VAT)
VAT is payable on:
•	 every taxable supply in Uganda made by a taxable person
•	 every import of goods other than an exempt import
•	 the supply of any imported services by any person.

A taxable supply is defined as ‘a supply of goods or services, other than an exempt 
supply, made by a taxable person for consideration as part of his business activities’.

A taxable person is a person who is required to be registered under the statute. 
Persons who are required to be registered are those who:
•	 �during any period of three calendar months make taxable supplies, the value 

of which exclusive of any tax exceeds one quarter of the annual registration 
threshold

•	 �have reasonable grounds to expect that in any period of three calendar months 
will make taxable supplies, the total value of which will exceed one-quarter of 
the annual registration threshold

•	 the annual registration threshold is, at present, UGS 50m.

Rates of Tax (VAT)
There are three categories of supplies for VAT purposes: Exempt, Zero-rated and 
Standard rated.

The standard rate is 18%. Some types of supplies are zero rated or exempt.

Fringe benefits tax
This is not applicable in Uganda but perquisites to employees are valued as per rules 
of valuation under the Income Tax Act 1997 and added to the employment income to 
determine the tax.

Local taxes
Local service tax is levied by local authorities on resident individuals (with a few 
exceptions) who are above the age of 18 and are in gainful employment with effect 
from 1 July 2008. 

Local Hotel Tax was also introduced with effect from 1 July 2008.

Other taxes
Excise, import and custom duties are applicable on several items either on ad 
valorem basis or at specific rates.

B.	D etermination of taxable income

Capital allowances
The Industrial building allowance is 5% on straight-line basis.

Initial allowance is 50% or 75% of the cost of eligible property in the first year of use. 
On industrial buildings the initial allowance is 20%.

The mining allowance is 100% of capital expenditure incurred in searching for, 
discovering and testing or winning access to deposits of minerals in Uganda.

Horticulture business allowance is 20% on straight-line basis of the capital 
expenditure incurred in the acquisition or establishment of a horticultural plant or the 
construction of a greenhouse.

Depreciation
Depreciation is allowable on written-down value basis at the following rates:

1. Computers and data handling equipment 40%

2.
Automobiles, buses and minibuses with a seating capacity of less 
than 30 passengers, goods vehicles with a load capacity of less 
than 7 tonnes, construction and earth-moving equipment

35%
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3.

Buses with a seating capacity of 30 or more passengers, goods vehicles 
designed to carry or pull loads of 7 tonnes or more; specialised trucks, 
tractors, trailers and trailer-mounted containers, plant and machinery 
used in farming, manufacturing or mining operations

30%

4.

Railroad cars, locomotives and equipment, vessels, barges, tugs and 
similar water transportation equipment, aircraft, specialised public 
utility plant, equipment and machinery, office furniture, fixtures and 
equipment, any depreciable asset not included in another group

20%

Stock/inventory
A deduction is allowed for the cost of trading stock disposed of during a year of 
income. The closing value of trading stock is the lower of cost or market value of 
trading stock on hand at the end of the year.

Capital gains and losses
Capital gains or losses are taxable only if the asset on which the gain or loss arises is 
owned by a business and is a non-depreciable asset. This is determined by subtracting 
the cost base of the asset from the consideration received on sale of the asset.

Cost base of the asset is the original cost to the taxpayer as increased by any 
expenditure incurred to alter or improve the asset which has not been allowed as 
a deduction. In case of immovable property purchased prior to 31 March 1998, the 
taxpayer may substitute the market value of the property as on 31 March 1998 for 
the original cost of the asset. Capital gains and losses are added or subtracted from 
the other income of the taxpayer for that year of income and not taxed separately.

Dividends
Dividends are subject to 15% withholding tax except dividends paid by companies 
listed on the stock exchange to resident individuals which is 10%.

Interest deductions
Allowable in full except where a foreign-controlled resident company which is not 
a financial institution has a foreign debt-to-equity ratio in excess of 2:1 at any 
time during a year of income. A deduction is disallowed for the interest paid by the 
company during the year on that part of the debt which exceeds the 2:1 ratio.

Losses
Assessed losses are allowed to be carried forward and allowed as a deduction in 
determining the taxpayer’s chargeable income in the following year of income. These 
are allowed to be carried forward indefinitely.

Foreign sourced income
The gross income of a resident person includes income derived from all geographic 
sources and the gross income of a non-resident includes only income derived from 
sources in Uganda.

Incentives
Industrial zones for the production of exports are being set up and investors locating 
in these zones will be entitled to a ten-year corporation tax holiday; duty exemption 
on raw materials, plant and machinery and other inputs; stamp duty exemption; 
duty drawback to apply on import of goods from domestic tariff area; no export tax 
on goods exported; exemption of withholding tax on interest on external loans; and 
dividends repatriated to get relief from double taxation.

From 1 July 2008, the following new incentives were granted:
1)	� Resident airlines have been granted exemption from income tax and withholding 

tax on lease rentals.
2)	� Business income derived from managing, operating and running schools and 

tertiary educational institutions is exempt from income tax. 
3)	� New agri-processing investments set up outside a 30 km radius of Kampala are 

exempt from income tax. With effect from 1 July 2009 this has been modified 
to exempt income of a person derived from agro-processing where the person 
applies in writing to the Commissioner to be issued with a certificate of exemption 
at the beginning of his or her investment and invests in new plant and machinery 
to process agricultural products for final consumption. The process should involve 
processing of agricultural products grown or produced in Uganda.

4)	� Interest income derived out of deposit auctions issued by Bank of Uganda is 
exempt from withholding tax.

C.	F oreign tax relief

A resident taxpayer is entitled to a credit for any foreign income tax paid by the taxpayer 
in respect of foreign-sourced income included in the gross income of the taxpayer.
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E.	R elated party transactions

There are no specific restrictions but, under the anti-avoidance section, the Commissioner 
may distribute, apportion or allocate income, deductions or credits between the taxpayers 
for any transaction between associates as is necessary to reflect the chargeable income 
the taxpayers would have realised in an arm’s length transaction.

F.	W ithholding tax

Withholding tax is a final tax on:
•	 interest paid by a financial institution to a resident individual
•	 interest paid to any person on treasury bills by the Bank of Uganda
•	 dividends paid to a resident individual.

Rates of withholding tax are as follows:

Resident Non-resident 

Management fees and royalties Nil 15%

Consultancy, agency fees, etc 6% 15%

Professional fees (1) 6% 15%

Dividends (2) 15% or 10% 15%

Interest (3) 15% 15%

Artists and public entertainers Nil 15%

1	 For residents applicable only if the professional is not registered for VAT.
2	� Does not apply where the dividend income is exempt from tax in the hands of a 

shareholder.
3	� Does not apply to: (i) interest paid to a natural person; and (ii) interest paid to a 

financial institution.

Besides the above, withholding tax is also applicable and charged on import of goods 
at the rate of 6%.

In case of local transactions of goods and services, 6% withholding tax is applicable where 
the payer is the Government or government body. A designated list of withholding tax agents 
has been issued and any payments made by them are subject to 6% withholding tax.

The rate of withholding on payments to non-residents is reduced in some cases 
under the provisions of double taxation agreements entered into with a small number 
of overseas territories (see Section I below).

G.	Ex change control

There are no restrictions on foreign currency flows in and out of the country. Realised 
exchange gains and losses are taxable/allowable in the year of realisation.

H.	P ersonal tax

Income tax is levied on the worldwide income of resident individuals and on the 
income of non-resident individuals from sources in Uganda.

An individual will be regarded as resident in Uganda if he or she:
•	 has a permanent home in Uganda
•	 �is present in Uganda for a period of, or periods amounting in aggregate to 183 

days or more in any 12-month period that commences or ends during the year 
of income

•	 �is present in Uganda during the year of income and in each of the two 
preceding years of income for periods averaging more than 122 days in each 
such year of income

•	 �is an employee or official of the government of Uganda posted abroad during 
the year of income.

The income tax rates applicable to resident individuals are:

Chargeable income 
(UGS) 

Rate of tax 

Up to 1,560,000 Nil

1,560,001 – 2,820,000 10% of the amount by which chargeable income 
exceeds UGS 1,560,000
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Chargeable income 
(UGS) 

Rate of tax 

2,820,001 – 4,920,000 UGS 126,000 plus 20% of the amount by which 
chargeable income exceeds UGS 2,820,000

Over 4,920,000 UGS 546,000 plus 30% of the amount by which 
chargeable income exceeds UGS 4,920,000

The income tax rates applicable to non-resident individuals are:

Chargeable income 
(UGS) 

Rate of tax 

Up to 2,820,000 10%

2,820,001 – 4,920,000 UGS 282,000 plus 20% of the amount by which 
chargeable income exceeds UGS 2,820,000

Over 4,920,000 UGS 702,000 plus 30% of the amount by which 
chargeable income exceeds UGS 4,920,000

Where a taxpayer’s income consists exclusively of employment income derived 
from a single employer and from which tax has been withheld, no tax return needs 
to be filed.

Small businesses with income not exceeding UGS 50m per year run by resident 
individuals do not need to file a return.

I.	T reaty rates of withholding tax

                           Dividends 

Individuals/
companies 

(%) 

Qualifying
companies 

(%) 

Interest

(%) 

Royalties

(%) 

Technical/
manage-

ment fees
(%) 

Country:

Denmark 15 10 10 10 10

India 10 10 10 10 10

Mauritius 10 10 10 10 10

Norway 15 10 10 10 10

South Africa 15 10 10 10 10

United 
Kingdom 15 15 15 15 15

Italy  15  15  15 10 10 

1	� A company is a ‘qualifying company’ if it owns at least 25% of the capital of the 
company paying the dividend.

United Arab Emirates

Currency:	Dirham	 Dial Code To: 971	 Dial Code Out: 00
	 (D)

Member Firm:
City:		  Name:	 Contact Information:
Dubai		  Graham Martins	 4 223 6508
			   grahammartins@pkfuae.com

A.	T axes payable

Federal taxes and levies
Direct taxes
There are no taxes levied by the Federal Government on income or wealth of 
companies and individuals.

However, most emirates have issued tax decrees of general application. These 
impose income tax of up to 50% on taxable income of ‘bodies corporate, 
wheresoever incorporated’. In practice, however, the enforcement of the decrees 
is limited to oil exporting companies and foreign banks. 
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Corporate income tax is imposed on foreign oil companies, i.e. companies dealing 
in oil or oil exploration rights. Although the tax rate applicable to oil companies 
is generally 55% of operating profits, the amount of tax actually paid by the oil 
companies is calculated on the basis of a rate agreed mutually on the basis of 
specific individual concessions between the company and the respective Emirate. 
The tax rate may range between 55% and 85%.

The tax of Foreign Banks is not enforced in all the emirates. Branches of foreign 
banks are taxed at 20% of their taxable income in the Emirates of Abu Dhabi, 
Dubai, Sharjah and Fujairah. The basis of taxation does not differ significantly 
between the various Emirates. Dubai, Sharjah and Fujairah have issued specific 
tax legislation for branches of foreign banks, while Abu Dhabi does not have a 
specific decree. Special arrangements also exist for major government controlled 
joint venture companies and some foreign banks. No tax returns are requested or 
required of other businesses operating in the United Arab Emirates (UAE). Further, 
there are no withholding taxes on outward remittance, whether of dividends, 
interest, royalties or fees for technical services, etc from the other businesses 
operating in the UAE.

In view of the above, detailed consideration is not given to the income tax decrees. 
Companies establishing major ventures in the UAE might, however, be well advised 
to seek formal tax exemptions from the respective Ruler in order to avoid future 
assessments. Arrangements may also, on occasion, be made by foreign companies 
wishing to pay tax (for example, where profits from foreign branches are not subject 
to home state taxation if foreign taxes are paid) for tax to be paid at less than the 
tax decree rates.

UAE free zones, which permit 100% foreign ownership, grant specific tax exemptions 
ranging from 15 to 50 years to companies operating in the free zones.

Indirect taxes
Municipal taxes are charged in some of the Emirates. In Dubai a 10% municipal 
tax is charged on hotel revenues and entertainment. In all the Emirates, except 
Abu Dhabi, income from renting commercial premises is taxed at a rate of 10%, 
and from renting residential premises at a rate of 5%. Abu Dhabi does not levy a 
municipality tax on rented premises but landlords are required to pay certain annual 
licence fees. 

Customs (import) duties are levied generally at a rate of 5% but there are many items 
which are duty exempt, such as medicines, most food products, capital goods and 
raw material for industries etc. Imports by free zone companies are also exempted 
unless products move outside the zone. If the products are moved outside the zone, 
customs duty is levied at 5%.

After the introduction of the new uniform customs tariff on 1 January 2003, all non-
Gulf Co-operation Council (GCC) products, except for those exempted, are subject to 
5% customs duty, while the product of GCC countries shall enter into each others’ 
markets free of customs duties. Products are considered as originating in a GCC 
country if the value added to such product in the said country is more than 40% of 
the value of the product in question and if the factory that manufactured the product 
is at least 51% owned by GCC nationals.

In the event of re-export to non-GCC countries, a customs deposit has to be 
made and this will be refunded when proof of re-export is given to the authorities. 
In the event of re-export to GCC countries, customs duty at 5% will be levied at 
the first point of entry. The provisions of the GCC Customs Union have applied since 
1 January 2003.

There are no consumption taxes or VAT in the UAE, but individual Emirates may 
charge levies on certain products such as liquor and cigarettes and on certain 
services such as those provided in the hospitality industry.

I.	T reaty and non-treaty withholding rates

The UAE has entered into avoidance of double taxation treaties with several 
countries.

Tax treaties signed by UAE may have little relevance from the UAE tax perspective 
as a UAE tax liability is predetermined. The taxes paid in UAE can be claimed as 
credit in the home country of the foreign company depending on the double taxation 
avoidance agreements (DTAA) and the domestic laws of that country.

DTAAs for the United Arab Emirates are as follows:
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Treaty countries:

Algeria Italy Romania

Armenia Jordan Seychelles

Austria Korea Singapore

Bangladesh Lebanon Spain

Belarus Luxembourg Sri Lanka

Belgium Malaysia Sudan

Bulgaria Malta Switzerland

Canada Mauritius Syria

China Mongolia Tajikistan

Czech Republic Morocco Thailand

Egypt Mozambique Tunisia

Finland Netherlands Turkey

France New Zealand Turkmenistan

Germany Pakistan Ukraine

India Philippines Uzbekistan

Indonesia Poland Yemen

United Kingdom

Currency:	British Pound	 Dial Code To: 44	 Dial Code Out: 00
	 (GBP)

Member Firm:
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Glasgow		  David Jenkins	 0141 429 5900
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A.	T axes payable

National taxes and levies
Company tax
A UK resident company is liable to corporation tax on all its sources of income and capital 
gains, wherever arising. A company is deemed resident in the UK if it is incorporated in the 
UK or has its central management and control located in the UK.A non-resident company 
carrying on a trade in the UK through a permanent establishment located in the UK is 
liable to corporation tax on all income and gains attributable to that establishment.

Corporation tax rates are fixed for each financial year ended 31 March. If the company’s 
accounting period does not coincide with the financial year, its profits must be time-
apportioned and the corporation tax rate is applied accordingly. The coalition Government 
has announced that it intends to reduce the rate of corporation tax to 24% by 1 April 2014.

Profit 1 April 2010 – 
31 March 2011

1 April 2011 –
31 March 2012

£0 – 300,000 21% 20%

Over £1,500,000 (‘main rate’) 28% 27%

Marginal relief applies to companies with profits between £300,000 and £1,500,000.

The above thresholds may be reduced where the UK company has associated 
companies worldwide or an accounting period of less than 12 months.
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Large companies (broadly, those with profits taxed at the main rate) are required to 
pay their tax in instalments (generally in four equal instalments). The first payment is 
due six months and 14 days from the first day of the accounting period. There is a 
de minimis limit which enables companies with an annual corporation tax liability of 
£10,000 or less to avoid making such payments. For companies not required to pay 
their tax in instalments, corporation tax is due for payment nine months and one day 
after the end of the company’s accounting period.

Capital gains tax
Capital gains are taxed at the appropriate corporation tax rate. Non-resident 
companies are only taxed on capital gains from the sale of assets used in, or for the 
purposes of, a trade which is carried on through a permanent establishment located 
in the UK. There are special provisions allowing tax deferrals by UK resident and non-
resident companies. Capital losses can only be offset against capital gains or carried 
forward indefinitely but cannot be carried back.

In addition, disposals of qualifying shareholdings after 1 April 2002 are exempt. A capital 
gain or loss accruing on the disposal of shares in a trading company may be exempt 
where at least 10% of the share capital has been held for a minimum of 12 months.

Branch profits tax
There is no branch profits tax in the UK. Foreign branch profits of a UK company 
are liable to UK company tax but, with effect from a date in 2011 as yet unspecified, 
most UK companies will be able to elect that their overseas branches are exempt 
from tax. If the election is made, any branch losses are not available to offset against 
the company’s profits. A UK branch of a non-resident company is taxable on its 
profits and gains in the same way as a UK resident company.

Sales tax/value added tax (VAT)
VAT is charged on the supply of most goods and services made by businesses in the UK. 
VAT is collected at each stage of the supply chain, generally when title to the goods passes 
or when services are performed. The burden of the tax falls on the ultimate consumer.

Supplies of goods or services made in the UK by foreign entities can give rise to 
a requirement to register for VAT in the UK. From 1 April 2010, VAT registration is 
compulsory for businesses making UK taxable supplies exceeding £70,000 p.a. although 
voluntary registration is sometimes available for businesses trading below this level. 

From 4 January 2011, the standard rate of VAT in the UK is 20%. Some supplies, 
such as the grant of certain interests in land, insurance, education, financial services, 
and health and welfare, are exempt from VAT (i.e. no VAT is charged but recovery of 
VAT on related purchases may be restricted). There is the ‘option’ for businesses to 
charge VAT on non-residential property transactions in order to recover VAT incurred, 
subject to anti-avoidance restrictions.

The export of goods from the UK, plus UK supplies of some other goods and services 
(eg books, food, children’s clothing) are zero-rated. Others are subject to VAT at 
the reduced rate of 5% (eg certain building works and energy saving products). 
VAT-registered businesses with an annual taxable turnover not exceeding £150,000 
may elect to simplify their VAT accounting by using the ‘flat rate’ scheme. Businesses 
account for VAT at a flat rate on turnover rather than on every single transaction but 
will not be able to recover VAT on expenditure other than capital items over £2,000.

Fringe benefits tax (FBT)
No FBT is payable by the employer as the employees are normally taxed on benefits 
provided by virtue of their employment. However, National Insurance may be payable 
by the employer on the cash equivalent of the benefit provided.

Local taxes
Local authority rates are charged on the occupier of commercial property in the UK 
based on the rateable value of real estate at a level determined by central government.

Other taxes
Stamp duty, at a rate of 0.5%, is payable by the purchaser (whether or not UK 
resident) on the transfer of shares in a UK incorporated company. Stamp duty on 
property transactions was largely replaced on 1 December 2003 by stamp duty land 
tax (SDLT) which is payable on UK land and buildings transactions and the rates are 
between 1% and 5%. Special provisions apply to leases.

For the year to 5 April 2012, social security contributions are charged on employees 
at a rate of 12% on earnings over £139 per week up to earnings of £817 per week 
and 2% thereafter. There is no upper limit to the employer’s contribution which is 
broadly charged at 13.8% of an employee’s earnings over £139 per week.
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B.	D etermination of taxable income

Trading profits
Taxable trading profits are calculated by ascertaining assessable income and 
subtracting allowable deductions. Generally, to be deductible, expenditure must be 
wholly and exclusively incurred for the purposes of the trade.

Depreciation
Capital allowances are granted for depreciation of equipment and other assets at the 
following rates (using the reducing balance method, unless stated otherwise):
•	 �An annual investment allowance provides for 100% tax relief on £100,000 of 

qualifying plant and machinery expenditure per business, company or group. 
From April 2012, this will be reduced to £25,000.

•	 �Plant, machinery and equipment – generally 20% (18% from April 2012) where 
working life is less than 25 years. For certain assets where the working life 
is greater than 25 years or the asset is one on a list of ‘integral features’, the 
writing down allowance is 10% (8% from April 2012).

•	 �Private cars – cars with CO2 emissions of up to 160g/Km from April 2009 
onwards form part of the general plant and machinery pool and attract allowances 
at 20% (18% from April 2012) whereas cars with higher emissions go into a 
special rate pool with annual allowances limited to 10% (8% from April 2012).

•	 �Research and development (R&D) – 100% capital allowances are available 
	� to companies which incur qualifying expenditure of a capital nature on R&D. 
	� In addition, there are enhancement allowances in some cases. See ‘Incentives’ 

below.
•	 �Investment in energy-saving equipment and environmentally-friendly equipment 

– 100% first year capital allowances are available for expenditure on designated 
energy-efficient equipment and cars with very low CO2 emissions. Tax credits 
may be claimed instead of allowances by loss-making companies (although not 
in respect of low CO2 emitting cars).

Since April 2002, many intangible assets have been taxed or relieved based on the 
amount depreciated or realised in the accounts.

Stock/inventory
Stock and work in progress are valued at the lower of cost and net realisable value, 
the only bases acceptable for tax purposes.

Capital gains and losses
As discussed above, capital gains are included within the profits chargeable to 
corporation tax for an accounting period. Gains are normally computed by deducting 
the cost of an asset from its sale proceeds. An indexation allowance for inflation 
is available to companies. Capital losses can only be set against current or future 
capital gains and not against income.

Dividends
Dividends received from both UK and overseas companies are generally exempt from 
corporation tax with effect from 1 July 2009. For further details see section C below.

Interest deductions
Interest is generally deductible on an accruals basis. The main exception is where, 
under certain circumstances, the interest is payable to a connected party and 
remains unpaid for more than 12 months after the end of the accounting period. 
Relief for such interest is deferred until it is paid unless the lender is liable to UK 
corporation tax and has brought the interest receivable into account.

A new ‘worldwide debt cap’ regime applies for accounting periods beginning on or 
after 1 January 2010. The regime only applies to large groups. These are groups:
•	 with at least 250 employees or
•	 �turnover of more than EUR 50m and gross assets of more than EUR 43m 

(irrespective of the number of employees).

The regime is very complicated but, broadly speaking, it seeks to restrict the tax 
deductions for financing expenses in the UK companies of a worldwide group to the 
worldwide external finance expense of the group as a whole.

Interest paid to a parent or fellow subsidiary (under common control) is not deductible 
to the extent that the payment would not have been made if the companies had 
not been connected. There are no statutory debt/equity restrictions although the UK 
tax authorities may consider debt to equity ratios exceeding the range of 1:1 and 
interest cover of less than 3:1 as not arm’s length. From 1 April 2004, the UK thin-
capitalisation provisions were incorporated into the transfer pricing rules which, in 
turn, were extended to encompass UK to UK transactions.
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Losses
Trading losses may be:
•	 set off against income and capital gains of the same accounting period
•	 �carried back for set off against income and capital gains of the previous year (up 
	� to £50,000 of losses incurred in accounting periods ending between 23 November 

2008 and 23 November 2010 may be carried back for up to three years)
•	 �carried forward against future trading profits from the same trade. Where within 

a period of three years there is both a greater than 50% change in a company’s 
ownership and a major change in the nature or conduct of a trade, loss carry 
forwards and carry backs will be denied.

Foreign sourced income
The UK has controlled foreign company (CFC) legislation which is designed to tax 
holding companies on the profits of subsidiary companies in a ‘low tax territory’ 
(countries where the tax rate is less than three-quarters of the corresponding UK tax on 
those profits). UK resident companies that hold a 25% or greater interest in a CFC may 
be taxed on the profits of the CFC but there are a number of exceptions to this rule.

Incentives
There are a number of grants and other forms of assistance available to businesses 
in the UK. Certain qualifying research and development revenue expenditure qualifies 
for 175% tax relief if incurred by small and medium sized companies. 130% relief 
may also be available for large companies. 

C.	F oreign tax relief

Foreign tax paid on income and gains of a UK resident company may be credited 
against the corporation tax on the same profits. The foreign tax relief cannot exceed 
the UK corporation tax charged on the same profits. 

Domestic and foreign dividends received by UK resident companies from 1 July 2009 
are generally tax exempt. Various conditions need to be met and those conditions are 
different depending on whether the recipient is a small company.

D.	C orporate groups

Tax losses (other than capital losses) may be surrendered within a 75% UK group 
effectively allowing consolidation of losses against profits and capital gains. Where 
a UK group company takes over the trade of a 75% fellow UK group member, 
the unused trading losses and capital allowances are transferred to the acquiring 
company. The trade losses are offset against future profits of the trade transferred.

Companies may also benefit from consortium relief. A company is owned by a 
consortium if at least 75% of the ordinary share capital is held by companies, each 
of whom owns at least 5%.

The transfer of assets within a 75% group of UK companies does not give rise to a 
capital gain. If the transferee company leaves the group within six years of such a 
tax-free transfer, it will become liable to capital gains tax based on the market value 
of the asset at the time of the transfer.

A company with capital losses may elect to treat a gain which would have been 
realised by another UK group company as if it had been realised by it. The practical 
effect is to give a form of ‘group relief’ for capital losses.

E.	R elated party transactions

UK companies and partnerships are required under self assessment to document 
all relationships with overseas associated parties and to identify and include in the 
tax calculation prices which are in line with what would be expected if the relevant 
transactions had taken place on an arm’s length basis. From 1 April 2004, these rules 
were extended to cover UK to UK transactions. However, in certain circumstances, small 
and medium-sized groups may be exempted from the UK’s transfer pricing provisions.

F.	W ithholding tax

Subject to the terms of the tax treaty, withholding taxes must usually be deducted 
from interest and royalties. No withholding tax applies to dividends paid by UK 
resident companies.

G.	Ex change control

There are no exchange controls in the UK.
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H.	P ersonal tax

Taxable persons comprise resident or ordinarily resident individuals, trustees and 
executors as well as non-resident individuals, trustees and executors on their 
UK-source income. Resident persons are generally subject to income tax on their 
worldwide income as it arises. Non-residents are normally only subject to income tax 
on income arising in the UK. Broadly, UK resident or ordinarily resident individuals are 
liable to capital gains tax while non-residents are not.

Residence has historically been determined by physical presence in the UK for 
at least 183 days in any one tax year (6 April – 5 April) or if visits (or intended 
visits) for four consecutive years average 91 days or more. However, recent tax 
cases have shown a change in HMRC policy in using the number of days as the 
determining factor. Instead, a more ‘qualitative’ approach is being used which looks 
at other factors such as availability of UK accommodation, location of family and the 
maintenance of social or business interests in the UK.

A person is normally regarded as ordinarily resident if he has been in the UK for three 
years or it is clear from the date of arrival that his intention is to stay for three years 
or more. A person will also be treated as ordinarily resident if he becomes resident 
and has a UK property available for his use.

Broadly, an individual is domiciled in the country or state which he regards as his 
permanent home. He acquires a domicile of origin at birth, normally that of his father, 
and retains it until he acquires a new domicile of choice. To acquire a domicile of 
choice, a person must sever his ties with his domicile of origin and settle in another 
country with the clear intention of making his permanent home there. There are 
special rules which can allow non-domiciled or not ordinarily resident individuals from 
being taxed on their non-UK source income and gains until they are remitted to the 
UK. The rules regarding remittance to the UK are complicated and some UK residents 
are subject to a £30,000 annual charge for using this facility.

An employee who is resident but not ordinarily resident in the UK is only subject to 
UK tax on the part of his emoluments related to duties performed abroad in so far 
as they are remitted to the UK. However, individuals who are resident or ordinarily 
resident are taxed on all remuneration paid under a single contract of employment 
even if some of the duties of that employment are carried out overseas. It may be 
possible for foreign domiciled employees to continue to get relief if there are separate 
contracts of employment covering UK and overseas duties. The contract for the 
foreign duties should be with an overseas employer.

Husbands and wives are taxed separately and each is entitled to a personal 
allowance for the year to 5 April 2012 of £7,475 (although the allowance is reduced 
by £1 for every £2 above which an individual’s annual income exceeds £100,000).. 
The income of a minor unmarried child is also taxed separately, unless it originates 
from funds given to the child by the parent and it is in excess of £100. Donations 
to UK registered charities are made net of basic rate tax. For each £80 donated by an 
individual, the charity receives a total of £100. Higher rate tax relief is given by extending 
the basic rate band by the grossed up amount of the gift (see below).

A UK resident individual under the age of 75 may join a personal pension scheme 
and make contributions. Tax relief for all contributions in a tax year is given on the 
higher of 100% of relevant UK earnings and £3,600 (gross), and is further restricted 
to the annual allowance. This was £255,000 for 2010/11 but has been reduced 
dramatically to £50,000 from 6 April 2011 onwards. A new facility has been 
introduced to allow individuals to carry forward their unused annual allowances for 
up to three years. The total amount an individual may contribute into a pension over 
his lifetime (including any capital growth) is determined by the lifetime allowance 
(£1,800,000 for 2011/12 but to be reduced to £1,500,000 from 2012/13 onwards). 

Interest on loans taken out for wholly and exclusively business purposes qualify for 
tax relief and these include interest on loans taken out to:
(a)	 acquire shares in a close company
(b)	 acquire shares in an employee-controlled company
(c)	� acquire interest in a partnership or to acquire machinery or plant for use in a 

partnership or employment.

Individuals are entitled to a tax credit of up to 20% of the value invested in qualifying 
shares in the enterprise investment scheme (EIS) up to £500,000 per annum; and 
30% of the amount subscribed on venture capital trusts (VCT) companies up to 
£200,000 per year. In addition, dividends received from ordinary VCT shares are 
exempt from income tax. EIS shares also qualify for capital gains deferral relief and 
there is no upper limit.
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Up to £10,680 annually may be invested in individual savings accounts (ISA) of which 
no more than £5,340 may be invested as cash deposits (the rest must be invested in 
shares). Any income or gains from investments in an ISA is tax-free.

Capital gains chargeable on taxpayers other than companies are subject to capital gains 
tax at a rate of 18% or 28%, depending on the total of income and gains arising in the 
tax year. There is an annual exemption from tax on capital gains available per individual 
which for the year ended 5 April 2011 was set at £10,100. Capital gains derived from 
assets outside the UK will not be subject to UK tax in the hands of a foreign domiciled 
individual unless remitted to the UK provided the remittance basis has been claimed for 
that tax year. Individuals who leave the UK and become not resident and not ordinarily 
resident for a period of less than five complete tax years may still be liable to tax on 
their return on any capital gains realised on assets owned prior to departure from the 
UK. This rule applies to those individuals who were resident and ordinarily resident for at 
least four out of seven tax years immediately proceeding the year of departure.

Taxable income Rate on 
income other 
than dividends

Rate on 
dividends*

Basic rate £0 – 35,000 20% 0%

Higher rate £35,000 – 150,000 40% 25%

Additional rate Excess 50% 36.1%

* This is the effective rate after taking account of the tax credit attached to the dividend.

There is a 10% starting rate for savings income only, with a limit of £2,440. This 
does not apply if taxable non-savings income is above this limit. The rates applicable 
to dividends in 2009/10 are 10% for persons paying tax only in the basic rate band 
and 32.5% for higher rate taxpayers. A tax credit is available which reduces the 
effective tax rate to 0% in the basic rate band and 25% in the higher rate band. 
Those earning total annual income in excess of £150,000 are subject to tax on 
dividends at a rate of 42.5% (or 36.11% after the tax credit is taken into account).

Inheritance tax (IHT)
A UK domiciled or deemed domiciled individual is potentially subject to IHT on the 
transfer of any property owned by him or her while a non-UK domiciled individual 
may only be subject to IHT on the transfer of property situated in the UK. IHT is a 
combination of gift and death tax. The first £325,000 is free of IHT (the ‘nil rate band’). 
It normally only arises on death but, in certain circumstances, lifetime gifts can also 
be chargeable to IHT. The rate on lifetime chargeable transfers is 20% and property 
passing on death is charged at 40%. On death, IHT may also be levied on gifts made 
within the previous seven years at the death rate. Special rules apply to IHT on trusts.

A foreign domiciled individual automatically acquires a ‘deemed’ domiciled in the UK 
for IHT purposes if he or she has been resident in the UK for 17 out of the previous 
20 tax years, unless he or she is excluded from this rule under the terms of a double 
taxation treaty. There are also some lifetime exemptions such as an annual exemption 
of £3,000; small gifts exemption of £250 per donee; wedding gifts to a child £5,000, 
grandchild £2,500 or remoter issue £1,000. Transfers between spouses are exempt 
from IHT except when the transfer is made to a foreign domicile spouse by a UK-
domiciled spouse, when the exemption is limited to £55,000.

I.	T reaty and non-treaty withholding tax rates

The table is for general guidance only. The rates in the table below reflect the lower of 
the treaty rate and the rate under domestic tax law. Where a treaty rate is higher than 
the domestic rate, the domestic rate applies. There is no withholding tax on dividends.

Payments by UK companies of 

Dividends Interest
% 

(1) Royalties 
% 

Non-Treaty Countries: – 20 20

Treaty Countries: 

Antigua and Barbuda – 20 (2) 0

Argentina – 12 3/5/10/15 (3)

Australia – 0/10 (4) 5

Austria – 0 0/10 (5)
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Payments by UK companies of 

Dividends Interest
% 

(1) Royalties 
% 

Azerbaijan – 10 5/10 (6)

Bangladesh – 7.5/10 (4) 10

Barbados – 15 0/15 (18)

Belarus (7) – 0 0

Belgium – 15 0

Belize – 20 (2) 0

Bolivia – 15 15

Bosnia-Herzegovina – 10 10

Botswana – 10 10

Brunei – 20 (2) 0

Bulgaria – 0 0

Canada – 10 0/10 (9)

Chile – 5/15 10/5

China – 10 7/10 (10)

Croatia (8) – 10 10

Cyprus – 10 0/15 (18)

Czech Republic – 0 0

Denmark – 0 0

Egypt – 15 15

Estonia – 10 5/10 (11)

Falkland Islands – 0 0

Fiji – 10 0/15 (9)

Finland – 0 0

France – 0 0

Gambia, The – 15 12.5

Georgia – 0 0

Germany – 0 0

Ghana – 12.5 12.5

Greece – 0 0

Grenada – 20 (2) 0

Guernsey – 20 (2) 20 (2)

Guyana – 15 10

Hungary – 0 0

Iceland – 0 0

India – 10/15 (4) 10/15 

Indonesia – 10 10/15 (11)

Ireland – 0 0

Isle of Man – 20 (2) 20 (2)

Israel – 15 0/15 (18)

Italy – 10 8

Ivory Coast – 15 10

Jamaica – 12.5 10

Japan – 0/10 (4) 0

Jersey – 20 (2) 20 (2)

Jordan – 10 10

Kazakhstan – 10 10

Kenya – 15 15
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Payments by UK companies of 

Dividends Interest
% 

(1) Royalties 
% 

Kiribati – 20 (2) 0

Korea, Republic of – 10 2/10 (11)

Kuwait – 0 10

Latvia – 10 5/10 (11)

Lesotho – 10 10

Libya – 0 0

Lithuania – 0/10 (12) 5/10 (11)

Luxembourg – 0 5

Macedonia (8) – 10 10

Malawi – 0/20 (13) 0/20 (13)

Malaysia – 10 8

Malta – 10 10

Mauritius – 0/20 (14) 15

Mexico – 0/5/10/15 (15) 10

Moldova – 5 5

Mongolia – 7/10 (4) 5

Montenegro (8) – 10 10

Montserrat – 20 (2) 0

Morocco – 10 10

Myanmar 
(formerly Burma) – 20 (2) 0

Namibia – 20 (2) 0/5 (9)

Netherlands – 0 0

New Zealand – 10 10

Nigeria – 12.5 12.5

Norway – 0 0

Oman – 0 0

Pakistan – 15 12.5

Papua New Guinea – 10 10

Philippines – 10/15 (16) 15/25 (18)

Poland – 0/5 (19) 5

Portugal – 10 5

Qatar – 0/20 (21) 5

Romania – 10 10/15 (6)

Russian Federation – 0 0

St Kitts and Nevis – 20 (2) 0

Saudi Arabia – 0 5/8 (20)

Serbia (8) – 10 10

Sierra Leone – 20 (2) 0

Singapore – 10 0/10 (6)

Slovak Republic – 0 0

Slovenia – 5 5

Solomon Islands – 20 (2) 0

South Africa – 0 0

Spain – 12 10

Sri Lanka – 0/10 (4) 0/10 (6)

Sudan – 15 10
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Payments by UK companies of 

Dividends Interest
% 

(1) Royalties 
% 

Swaziland – 20 (2) 0

Sweden – 0 0

Switzerland – 0 0

Taiwan – 10 10

Tajikistan (7) – 0 0

Thailand – 0/25 (4) 5/15 (6)

Trinidad and Tobago – 10 0/10 (9)

Tunisia – 10/12 (4) 15

Turkey – 15 10

Turkmenistan (7) – 0 0

Tuvalu – 20 (2) 0

Uganda – 15 15

Ukraine – 0 0

United States – 0 0

Uzbekistan – 5 5

Venezuela – 0/5 (4) 5/7 (17)

Vietnam – 10 10

Zambia – 10 10

Zimbabwe – 10 10

1	� Many treaties provide for an exemption for certain types of interest, e.g. interest 
paid to the State, local authorities, the central bank, export credit institutions, or in 
relation to sales on credit. Such exemptions are not considered in this column.

2	 The domestic rate applies – there is no reduction under the treaty.
3	� The 3% rate applies to royalties paid for news; the 5% rate applies to copyright 

royalties (other than films, etc); the 10% rate applies to industrial royalties; the 
15% rate applies to any other royalties.

4	 The lower rate applies to interest paid to banks and other financial institutions.
5	� The higher rate applies if the Austrian company controls more than 50% of the 

voting stock in the UK company.
6	 The lower rate applies to copyright royalties.
7	 The treaty concluded between the UK and the former USSR.
8	 The treaty concluded between the UK and the former Yugoslavia.
9	 The lower rate applies to copyright royalties (excluding films, etc).
10	� The lower rate applies to copyright royalties (excluding films), computer 

software, patents and know-how.
11	 The lower rate applies to equipment rentals.
12	� The lower rate applies (apart from interest mentioned in note 1 above) to 

interest paid by a public body.
13	� The domestic rate applies if the Malawi company controls more than 50% of 

the voting power in the UK company.
14	� The zero rate applies to interest paid to banks; the domestic rate applies in 

other cases (no reduction under the treaty).
15	� The zero rate applies (apart from interest mentioned in note 1 above) to interest 

paid by a public body; the 5% rate applies to interest paid to banks and insurance 
companies and to interest on bonds and securities regularly and substantially traded 
on a recognized securities market; the 10% rate applies to interest paid by a bank or 
by a purchaser of machinery and equipment in connection with a sale on credit.

16	� The lower rate applies to interest paid by a company in respect of the public 
issue of bonds, etc.

17	 The lower rate applies to royalties for patents and know-how.
18	 The higher rate applies to films etc.
19	 The lower rate applies to interest paid to financial institutions (as defined). 
20	� The 5% rate applies to royalties which are paid for the use of, or the right to use, 

industrial, commercial or scientific equipment. The 8% rate applies in all other cases.
21	� The interest is exempt from withholding tax if it is paid to any of the following: the State 

of Qatar, an individual, a company regularly traded on a stock exchange, a company 
whose shares are less than 25% owned by non-Qatar residents, a pension scheme, 
or a financial institution not related to the payor. It is also exempt if it is paid by the UK 
Government, a bank in the ordinary course of its business or on a quoted Eurobond.
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United States

Currency:	Dollar	 Dial Code To: 1	 Dial Code Out: 011
	 ($)

Member Firm:
City:		  Name:	 Contact Information:
Akron, OH		 Robert Burak	 330 762 9785
			   rburak@bobermarkey.com

Atlanta, GA	 Edgar Moore	 404 253 7500
			   edgar.moore@frazierdeeter.com

Bellevue, WA	 John Forrest	 425 629 1990
			   jforrest@sweeneyconrad.com

Birmingham, AL	 Michael Baker	 205 871 1880
			   cpa@dentbaker.com

Boston, MA	 George Janes	 617 753 9985
			   gjanes@pkfboston.com

Charlotte, NC	 John Norman	 704 377 0239
			   jnorman@gwllp.com

Chicago, IL	 Tom Murtagh	 630 545 4530
			   tom.murtagh@wolfco-fs.com

Chicago, IL	 William Condon	 708 614 1166
			   wcondon@thecondongroup.com

Cincinnati, OH	 Michelle Class	 513 241 8313
			   mclass@barnesdennig.com

Detroit, MI	 Kevin McKervey	 248 358 0920
			   kmckervey@claytonmckervey.com

Houston, TX	 Edward Goldsberry	 713 860 1400
			   egoldsberry@pkftexas.com

Los Angeles	 Georgette Green	 213 891 9911
			   ggreen@pkfla.com

Milwaukee, WI	 Rick Taylor	 414 431 9385
			   rtaylor@wipfli.com

New York, NY	 Leo Parmegiani	 212 867 8000
			   lparmegiani@pkfny.com

Newport News, VA	 Michael S Haigh	 757 873 1587
			   mhaig@wittmares.com

Philadelphia, PA	 Kelly Fisher	 610 565 3930
			   kfisher@elkocpa.com

Richmond, VA	 Michael Straus	 804 323 0022
			   mstraus@wittmares.com

San Diego, CA	 Curt Welker	 619 238 1040
			   cwelker@pkfsandiego.com

San Francisco, CA	 Ronald Bersaglieri	 415 421 5378
			   rbersaglieri@pkfsf.com

San Jose, CA	 Ray Scheaffer	 408 377 8700
			   rscheaffer@aslcpa.com

Spartanburg, SC	 Charles Brown	 864 585 0176
			   ebrown@swaimbrown.com

Washington, DC	 Kevin F Reilly	 703 385 8809 
			   kreilly@pkfwittmares.com
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A.	T axes payable

Federal taxes and levies
Company tax
Company tax is payable by all corporate entities, except for certain exempt organisations 
and pass-through corporations subject to special rules. Corporations incorporated in the 
US are subject to tax on their worldwide income and foreign corporations are generally 
only subject to tax on their income effectively connected to a US trade or business.

The US levies corporate tax on a graduated scale as follows:

Taxable 
income Over 
(US$)

Not over

(US$)

Tax

(US$)

0 50,000 15%

50,000 75,000 7,500 + 25% of excess over 
$50,000

75,000 100,000 13,750 + 34% of excess over 
$75,000

100,000 335,000 22,250 + 39% of excess over 
$100,000

335,000 10,000,000 113,900 + 34% of excess over 
$335,000

10,000,000 15,000,000 3,400,000 + 35% of excess over 
$10,000,000

15,000,000 18,333,333 5,150,000 + 38% of excess over 
$15,000,000

18,333,333 – Flat 35%

It should be noted that personal service corporations pay a flat 35% tax on all income. 
Corporations in a controlled group share in the benefits of the lower brackets.

Generally, a corporation is required to prepay its estimated tax liability in four 
instalments. Penalties may be assessed if estimated instalments are less than 
100% of the actual liability.

The US imposes income taxation at both the business and personal levels. Corporate 
earnings, taxed first to the corporation and again later when distributed as dividends 
to shareholders, may be taxed at a combined federal rate exceeding 45%. Therefore, 
business is increasingly being conducted through flow-through entities such as 
traditional partnerships, limited liability companies (LLC), and certain tax-election 
corporations (‘S corporations’). S corporations may not have non-resident individuals 
or corporations as shareholders. Foreign-owned businesses in the US may not derive 
as much benefit from these structures as domestic businesses due to the interaction 
of US withholding and branch profits taxes.

US flow-through entities are often used by non-US persons as holding companies 
for US and non-US businesses and assets. Significant planning opportunities are 
available for both US domestic and foreign taxpayers through the use of ‘hybrid’ 
entities. These companies are treated as flow-through entities by one jurisdiction and 
as taxable entities by another. US rules are often flexible in allowing US taxpayers to 
select the desired tax status of the entity under the “check-the-box” regime.

Corporate tax returns and payments are due by the 15th day of the third month following 
the end of the fiscal year. Calendar year taxpayers must file by 15 March. An automatic 
extension of six months may be granted if requested by the original due date of the return. 
Extensions to file a return, however, do not extend the time for payment of tax due.

Capital gains tax
For corporations, the excess of the net gains from the sale of capital assets over net 
losses from the sale of assets or net capital gains is taxed at the same rates applicable to 
ordinary income. However, capital losses may only be used to offset capital gains and the 
excess of losses over gains may be carried back three years or forward five years. Losses 
must be applied to the earliest carry back year before any carry forwards may be used.

Alternative minimum tax (AMT)
The US imposes an alternative minimum tax on certain corporations at a rate of 20%. 
The AMT income is derived from regular taxable income adjusted by specified items 
that received preferential treatment under the regular tax system. Such ‘tax preference’ 
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items may include accelerated depreciation, depletion and intangible drilling costs. The 
AMT is imposed if the tax on the alternative minimum taxable income is greater than 
the regular tax. It does not apply to small corporations, defined as corporations with less 
than US$7.5 million of average annual gross receipts over a three-year period.

Branch profits tax
The tax on a foreign corporation’s US branch’s profits and earnings is the same as regular 
corporate tax, except that an additional 30% branch level tax (BLT) is imposed upon the 
after-tax earnings of the US branch that are not reinvested in the business by the close 
of the tax year or that are repatriated in a later tax year. The branch level taxable base is 
adjusted for any changes in the net equity of the US branch. The BLT may be reduced or 
eliminated by any relevant tax treaties or replaced by the secondary withholding tax.

In addition to the branch profits tax, a branch level interest tax is imposed at 30% 
of any interest paid by the US branch to a foreign entity not engaged in the same 
business activity. The tax also is assessed on any excess interest deducted on the US 
tax return over the amount actually paid.

Sales tax
Sales taxes are imposed at the state and municipality levels and vary in rates and in 
bases. In general, sales tax is imposed on tangible goods sold to the final consumer. A 
use tax is imposed on goods purchased for use in a business but only when no sales tax 
has been collected. Generally, vendors must register and collect sales tax in states where 
they are considered to be ‘doing business’. The question of whether sellers are required to 
collect and pay sales taxes on sales of goods and services ordered via the internet or other 
electronic means is currently unsettled in the US. Foreign sellers who merely ship products 
ordered over the internet to the US will typically not be subject to state and local taxation 
although many states are becoming increasingly aggressive in this area.

Value added tax (VAT)
The US does not impose any VAT.

Fringe benefits tax (FBT)
The US does not impose any corporate level taxes on fringe benefits provided to its 
employees. However, certain fringe benefits are taxable to employees receiving the 
benefits and are required to be reported on their personal income tax returns.

The US does require employers and employees to pay certain payroll related taxes 
including:
(1)	� a portion of an employee’s Social Security (FICA), taxable at 6.2% of the wage 

base ( currently $106,800, annually adjusted). For 2011 only, the employee’s 
portion is reduced to 4.2%

(2)	� federal unemployment tax (FUTA) at 6.2% of the first $7,000 of wages (less 
credits of up to 5.4% for state unemployment tax)

(3)	 state unemployment tax (SUT) which varies from state to state
(4)	 Medicare at 1.45% of total wages paid.

Local taxes
Most states and some municipalities of the US impose income taxes on corporations. 
Rates vary as do the tax bases. Most states allow income to be apportioned to a state 
if business is conducted in more than one state. Historically, a three-factor formula 
consisting of tangible assets, sales and receipts, and payroll has generally been used. 
However, many states are moving to formulas that are more heavily weighted to sales. 
Most states begin with federal taxable income in the computation of their taxable base 
but many states require adjustments to calculate taxable income for their purposes.

Several states have imposed a tax on gross margin or gross sales in lieu of a tax on net 
income. It is also important to note that state income taxes are not subject to the provisions 
of the various US income tax treaties and that, therefore, some states consider foreign 
companies to be subject to their state income tax even if the company is not subject to US 
federal income tax. It is also important to note that foreign sellers may be subject to other 
states taxes such as sales tax even if not subject to state or local income taxes.

Other taxes that may be levied at the state level include real and personal property tax, 
franchise tax, intangibles tax, transfer tax, and tax on capital. Taxes paid to the states and 
municipalities are deductible on the federal income tax return in the year paid or accrued.

Other taxes
In addition to corporation income taxes, the US also imposes the following taxes.

Accumulated earnings tax
Corporations accumulating over US$250,000 of prior and current period earnings 
and profits may be subject to this tax. The tax is imposed at a rate of 15% on 
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‘accumulated taxable income’. The amount of accumulated taxable income subject to 
tax is reduced by earnings retained for the reasonable needs of the business.

Personal holding company (PHC) tax
Closely-held corporations that receive substantial income from passive activities and do not 
distribute this income to shareholders are subject to the PHC tax. The tax is imposed at a 
rate of 15% on the undistributed income. This tax is in addition to the regular corporate tax.

B.	D etermination of taxable income

Corporate taxable income is determined by ascertaining assessable gross income 
and reducing it by allowable deductions. Allowable deductions must be segregated 
into ordinary and special deductions. Corporations are taxed at the entity level. 
For flow-through entities such as partnerships, limited liability companies and S 
corporations, taxable income is determined in a similar fashion. However, each 
entity flows through the income or loss and special deductions to its shareholders/
members/partners who are taxed on their own returns.

Depreciation and depletion
Property, plant and equipment may be written off over its effective useful life as 
established under a statutory cost recovery system. For property acquired or placed 
in service after 31 December 1986, the capitalised costs must be depreciated using 
the Modified Accelerated Cost Recovery System (MACRS) over a life of three to 39 
years. Most tangible property is in the three, five and seven year category while 
real property is categorised as 27.5 or 39 year property. However, depreciation on 
certain components of buildings and real property improvements can be accelerated 
to shorter lives through the use of cost segregation studies designed to identify the 
proper categorisation of costs for tax asset classification purposes. Recently enacted 
tax law provides for a 15-year recovery period for qualified leasehold improvements 
and restaurant property placed in service before 1 January 2012.

For some smaller corporations, an election may be made to treat the cost of 
$134,000 of assets as an expense rather than as a capital expenditure. The 
maximum deduction is US $500,000 and is limited to taxable income determined 
without regard to the above election. This expense benefit is phased out if qualified 
purchases exceed a certain threshold amount (US $530,000). In addition, taxpayers 
may qualify for 100% bonus depreciation for qualified property placed in service 
before 1 January 2012 and 50% bonus depreciation before 2013.

A deduction for depletion is allowable for expenditures on natural resources. Generally, 
depletion may be calculated using either a cost or percentage method. Cost depletion is 
based on the adjusted basis of the property and an estimate of the number of units that 
make up the deposit and the number of units extracted during the year.

Under the percentage depletion method, a flat percentage of gross income is taken 
as the depletion deduction. It may not exceed 50% (100% for oil and gas properties) 
of the taxable income from the property before the depletion deduction. For 
independent oil and gas producers and royalty owners, the depletion deduction may 
not exceed 65% of the taxpayer’s taxable income.

Stock inventory
Inventories are generally stated at the lower of cost or market value on the first in, 
first out (FIFO) method or cost only on the last in, first out (LIFO) method.

Uniform capitalisation rules may require the inclusion in inventory or capital accounts 
of certain otherwise deductible indirect and administrative costs incurred for real or 
personal property produced or acquired for resale.

Capital gain and losses
See discussion above.

Dividends
A US corporation is entitled to a special deduction for dividends received from other 
domestic corporations. A deduction is allowed for 70% of the dividends received 
from corporations owned less than 20% by the recipient corporation. The deduction 
increases to 80% if the corporation is owned more than 20% but less than 80% by 
the recipient corporation and increases to 100% if the ownership is 80% or more. 
With some exceptions, dividends from foreign corporations are 100% taxable.

Interest deductions
A taxpayer generally may deduct business interest paid or accrued within the tax year 
on indebtedness. However, such debt must pertain to the debt of the taxpayer and 
must result from a genuine debtor-creditor relationship. Numerous exceptions and 
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limitations exist regarding the deductibility of interest. For example, if a corporation’s 
debt to equity ratio exceeds 1.5 to 1, then interest expense deductions on certain 
related party debt may be disallowed or deferred.

Losses
Generally, net operating losses from a trade or business may be carried back two years 
or forward 20 years to be applied against taxable income. A successor corporation 
may use carryovers of a predecessor to a limited extent in a change of ownership, a 
subsidiary liquidation or a specified reorganisation. Special rules apply to 2008 and 
2009 losses which extend the carry back period if certain conditions are met.

Foreign source income
US corporations are taxed on worldwide income, including any foreign branch 
income. To avoid any double taxation, foreign tax deductions or credits are available 
on the US return. Where US shareholders have more than a 50% interest in a foreign 
subsidiary, certain income of the foreign subsidiary may be taxed as if received 
directly by the US shareholder. Other special rules apply to certain types of foreign 
corporations with US shareholders.

Investment tax credit
The Investment Credit comprises four components: 
(1)	 the rehabilitation credit 
(2)	 the energy credit 
(3)	 the qualifying advanced coal project credit and 
(4)	 the qualifying gasification project credit. 

For flow-through entities, the credits must be allocated to the individual partners/
shareholders on a pro rata basis. Generally, the credit is 10% of qualifying expenses 
(20% in the case of certified historic structures).It should be noted that no investment 
credit is allowed for investment credit property to the extent it is financed with non-
qualified non-recourse debt.

Incentives
In addition to investment tax credits, other preferential tax incentives are available 
for activities such as those related to export, activities engaged in US possessions, 
qualified private activity bonds, research and development expenditures, and 
for hiring certain specified individuals. Also, a deduction is available for certain 
manufacturing/production activities.

Other
Other issues that need to be mentioned include the following:
(1)	� Deductions are allowable for charitable contributions but for corporations 

may not exceed 10% of taxable income computed without regard to the 
contributions. Excess contributions may be carried forward for five years.

(2)	� Organisational and business start-up expenditures are deductible up to 
$10,000, subject to certain limitations and the remainder must be written off 
over 180 months.

(3)	� Meals and entertainment expenses are limited to 50% of expenses incurred in 
most circumstances. Certain entertainment expenses are entirely non-deductible.

(4)	� Bad debts, except for certain financial institutions, are deductible only under the 
specific method for receivables that become uncollectible in whole or in part 
during the tax year.

(5)	� Life insurance premiums paid on key employees are deductible only to the 
extent that they are:

	 (a)	 included in the employees’ compensation
	 (b)	 not unreasonable in amount
	 (c)	 the employer is not directly or indirectly a beneficiary.

C.	F oreign tax relief

A US corporation or a foreign corporation engaged in business in US may elect to 
claim either a credit or a deduction for income taxes paid to another country if the 
taxes are connected with or related to its business and if the income is also taxed 
by the US. Generally, the tax credit is available only if such foreign tax is based on 
foreign source income. The tax credit may not reduce the US tax liability on income 
from US sources. Any credit unusable in one year may be carried back to the prior 
year and forward ten years.

D.	C orporate groups

Affiliated groups of US corporations (parent has 80% ownership) are permitted 
to offset the losses of one affiliate against the profits of another via the filing of 
consolidated federal income tax returns. State and local rules vary from federal 
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rules in this regard and may not permit loss offsetting. Some may also require, 
alternatively, that returns are filed to include results of all related companies, 
including companies that are not includable in a federal consolidated income 
tax return.

E.	R elated party transactions

Related party transactions negotiated at arm’s length are treated the same as non-
related party transactions. However, in general, a deduction may not be taken by one 
party until the transaction has been included in gross income by the other party. The 
Internal Revenue Service may make any adjustments necessary to reflect the income 
of the related parties.

For multi-national groups, additional emphasis is placed on the ‘transfer price’ 
among members of the group. Several methods are provided to determine a proper 
arm’s length price including the use of unrelated third party comparables, the 
comparable profits and the profit split methods. Significant compliance burdens now 
apply in these situations. Failure to maintain contemporaneous documentation of 
pricing determinations could result in substantial penalties (up to 40% of the tax due). 
US regulations require taxpayers to conduct transfer pricing studies to determine the 
‘best method’ under the applicable circumstances.

Transfer pricing determinations must often meet standards in multiple jurisdictions. 
US rules for determining transfer pricing may vary from the rules of other countries 
that have introduced transfer pricing standards and from OECD guidelines. US states 
are increasingly interested in both multi-national and multi-state transfer pricing and 
may at times take positions differing from those of the Internal Revenue Service.

F.	W ithholding taxes – non-US payees

Taxes are required to be withheld from portfolio dividends, interest, rents, and 
royalties, and certain other types of income paid to non-US payees. The statutory rate 
is 30% but reduced rates may apply if the recipient is a resident of a treaty country. 
Foreign persons or entities may also be exempted from withholding if the US source 
income is connected with conduct of a trade or business in the US. This exemption 
is not available unless the foreign recipient provides notice to the US payor prior to 
payment. Portfolio interest is exempt from withholding. Portfolio interest includes 
interest earned on US bank deposits and portfolio debt obligations.

Special withholding tax rules apply to non-US partners in US partnerships and non-US 
members of an LLC that conducts a trade or business in the US. A 35% withholding 
tax rate is applied to a foreign partner’s (whether an individual or corporation) current 
year US source income. Special withholding tax rules also apply to direct or indirect 
sales or other dispositions of US real property by foreigners. A 10% withholding rate 
applies to the gross amount realised or sales price on the disposition unless specific 
permission is granted for a reduction.

G.	Ex change control

No direct exchange controls exist. Transactions in currency of $10,000 or more 
must be reported to the Internal Revenue Service. Multiple related transactions must 
be treated as a single transaction for disclosure purposes. The direct or indirect 
transportation of currency or other monetary instruments exceeding $10,000 to 
a foreign jurisdiction must also be reported. Transfers through normal banking 
procedures that do not involve the physical transportation of currency are not 
required to be disclosed.

H.	P ersonal tax

US citizens and other resident individuals are subject to the same tax rules. Taxes 
are assessed on worldwide income reduced by certain adjustments, deductions and 
exemptions. Non-resident individuals are generally subject to tax on their income 
from US sources. Certain credits are available to reduce the tax computed. Generally, 
income consists of compensation from employment services, interest and dividends, 
income or loss from self-employment, capital gains and losses, rents and royalties 
and income or loss from pass-through entities. Allowable deductions include medical 
expenses, home mortgage and investment interest, state, local and real estate taxes, 
casualty losses, charitable contributions and other business and investment-related 
miscellaneous deductions.

Limitations exist for the amount of losses and deductions that may be claimed by 
a taxpayer. Most deduction limitations are based upon the income levels of the 
individual.
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Income tax rates vary depending upon the filing status of the taxpayer. The five 
categories of filing status are:
(1)	 single
(2)	 married filing a joint return
(3)	 married filing separate returns
(4)	 head of household
(5)	 qualifying widow(er) with dependent child.

The current maximum tax rate is 35%.

The US requires employers to withhold federal and state income taxes, social 
security and Medicare from an employee’s salary. These taxes must be remitted 
to the government on a periodic basis. Self-employed individuals are required to 
make quarterly estimated payments equal to at least 90% of their actual tax liability 
in most cases. Higher income individuals may need to pay in 100% of the current 
year’s tax or 110% of the prior year’s tax. Penalties and interest may be assessed for 
underpayment of these taxes.

Special tax rates apply to capital gains and dividend income of individuals. The rate is 
based on the length of time that the asset is held as well as the type of capital asset. 
Many dividends also receive a preferential tax rate. Non-resident individuals are 
typically subject to tax on income from US sources and are generally not taxed on US 
source capital gains unless the gains are directly or indirectly related to sales of US 
real property. Many non-resident individuals do not receive preferential tax rates on 
dividend income. The current preferential rate for qualified dividends and long term 
capital gains is 15%.

In addition to the regular income tax, individuals may also be liable for other taxes 
on their tax returns. These taxes include the alternative minimum tax (AMT), self-
employment tax, social security and Medicare tax and qualified retirement plan tax. 
Most states and some municipalities also impose income taxes that vary in rates and 
bases. The US imposes other taxes on individuals such as gift tax and estate tax.

I.	T reaty and non-treaty withholding tax rates

Portfolio Substantial
holdings

(%) 

(1) Interest

(%) 

(2) Royalties 

(%) 

(3)

Non-Treaty 
Countries: 30 30 30 30

Treaty 
Countries: 

Resident 
corporations 
and individuals: 

Nil Nil Nil Nil

Non-resident 
corporations 
and individuals: 

Australia 15 5 10 0/5

Austria 15 5 0 0/10

Barbados 15 5 5 5

Belgium 15 5 15 0

Canada 15 5 10 0/10

China 10 10 10 10

Commonwealth
of Independent
States (CIS)

30 30 0/30 0

Cyprus 15 5 10 0

Czech 
Republic 15 5 0 0/10

Denmark 15 5 0 0

Egypt 15 5 15/30 0/15

Estonia 15 5 10 5/10

Finland 15 5 0 0/5

France 15 5 0 0/5
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Portfolio Substantial
holdings

(%) 

(1) Interest

(%) 

(2) Royalties 

(%) 

(3)

Germany 15 5 0 0

Greece 30 30 0/30 0/30

Hungary 15 5 0 0

Iceland 15 5 0 0/30

India 25 15 15 15/10

Indonesia 15 10 10 10/15

Ireland, 
Republic of 15 5 0 0

Israel 25 12.5 17.5 15/10

Italy 15 5/10 15 5/8/10

Jamaica 15 10 12.5 10

Japan 10 5 10 0

Kazakhstan 15 5 10 10

Korea, 
Republic of 15 10 12 15/10

Latvia 15 5 10 5/10

Lithuania 15 5 10 5/10

Luxembourg 15 5 0 0

Mexico 10 5 15 10

Morocco 15 10 15 10

Netherlands 15 5 0 0

New Zealand 15 15 10 10

Norway 15 15 0 0

Pakistan 30 15 30 0/30

Philippines 25 20 15 15

Poland 15 5 0 10

Portugal 15 5 10 10

Romania 10 10 10 10/15

Russia 10 5 0 0

Slovak 
Republic 15 5 0 0/10

South Africa 15 5 0 0

Spain 15 10 10 5/8

Sweden 15 5 0 0

Switzerland 15 5 0 0

Thailand 15 10 15 5/8/15

Trinidad and 
Tobago 30 30 30 0/15/30

Tunisia 20 14 15 10/15

Turkey 20 15 15 5/10

Ukraine 15 5 0 10

United 
Kingdom 15 0/5 0 0

Venezuela 15 5 10 5/10

1	� Refer to the relevant treaty for details of the necessary interest that the recipient 
needs to hold in the payor in order for this rate to apply.

2	� Certain interest paid by banks and insurance companies to non-residents are 
exempt.

3	� For copyright royalties the individual treaties should be consulted due to rate 
variations. Royalties may include personal property rentals.
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Uruguay

Currency:	Peso	 Dial Code To: 598	 Dial Code Out: 010
	 (P)

Member Firm:
City:		  Name:	 Contact Information:
Montevideo	 Juan Antonio Chiarino	 2 915 5833
			   jachiarino@pkfuruguay.com.uy

A.	T axes payable

Corporate tax
Corporations and individuals are subject to corporate income tax (IRAE) on 
their net income of Uruguayan source originating from industrial, commercial 
and agricultural activities at a rate of 25%.

IRAE is levied on resident legal entities and permanent establishments of 
non-resident entities. Non-residents with no permanent establishment in 
Uruguay are subject to a new specific tax on income of non-residents (impuesto 
a la renta de los no residentes).

Companies or individuals deriving income from agricultural activities may opt 
to be subject to IRAE or, alternatively, to the tax on disposal of agricultural goods 
(IMEBA). However, certain types of companies or companies with income superior 
to certain amount cannot choose and are always subject to IRAE.

The tax year is the same as the commercial year of the company, provided 
that adequate accounting records are kept. Othotherwise, the fiscal year is 
the calendar year. In either case, companies must file their tax returns by the 
end of the fourth month following the end of their tax year end. Advance tax 
payments are made on account of the final liability for the relevant tax year. 
If the total advance payments exceed the final liability, a refund is made by 
means of credit certificates, which may be used to pay the taxpayer’s future 
taxes but may not be repaid.

Capital gains tax
Capital gains are subject to the same fiscal treatment as normal taxable income 
and must be included in the same tax return. 

Branch profits tax
Branches of foreign corporations are subject to IRAE and IMEBA at the same 
rate as resident companies. Dividends, profit distributions or remittances paid 
or credited abroad by taxpayers subject to IRAE are also subject to a withholding 
tax called IRNR at the rate of 7%. Repatriations of branch profits to a head office 
outside Uruguay are subject to this tax.

Sales taxes/value added tax (VAT)
Imports and the supply of goods and services in Uruguay are subject to VAT 
at the basic rate of 22%. Land, cattle and non-industrial agricultural products 
are exempted. Certain essential goods and medicines, as well as new building 
are subject to the minimum rate of 10%. A monthly payment is due on sales 
of the previous month. Tax included in the purchases of merchandise, services 
and fixed assets is deductible from the tax billed to customers. 

Fringe benefits tax
Corporations and individuals are subject to social security taxation on all 
salaries and fringe benefits paid to employees, at the rate of 7.5% plus 5% 
of medical care. Additionally, employees are subject to a withholding of 21% 
on the amounts received. Both percentages are due monthly on amounts paid 
for the previous month.

Local taxes
Two principal municipal taxes are in force. The main one – ‘real property 
contribution’ – is due to municipal authorities on land and buildings located in 
their area. It represents a percentage (generally 1.5%) of the cadastral value and 
is due yearly over three to six payments. The second tax is payable by owners 
of buildings on a monthly basis for the services rendered by the local authority. 
This amount is adjusted periodically according to current inflation.

Other taxes
A very important federal tax is the net worth tax, due annually by corporations and 
individuals. Corporations that pay IRAE are subject to the tax at a standard rate of 
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1.5% on their net worth, calculated on the difference between taxable property and 
deductible liabilities. Agricultural activities are exempted from this tax.

The net worth personal tax return must be payable each year in May, on the basis 
of net worth as of 31 December of the previous year.

B.	D etermination of taxable income

Capital allowances
Depreciation of assets used in business activities must be computed at a maximum 
annual percentage. In principle, depreciation is calculated under the straight-line 
method. Key depreciation rates include the following:

Asset Rate 

Machinery and equipment 10%

Automobiles 10%

Buildings in urban areas 2%

Territoriality
Uruguay taxes income on a territoriality basis rather than a worldwide basis. Hence, 
overseas income is not taxable.

Stocks/inventory
On the basis of original costs in local currency, companies are free to choose 
between FIFO or average cost. The method chosen cannot be changed without the 
agreement of the Tax Authority.

Capital gains and losses
No special tax rules apply to capital gains or losses. They must be included in the tax 
return together with the current income.

Interest deductions
Interest paid to banks, financial institutions and companies that pay IRAE is 
deductible without limitations. Interest paid to individuals or to financial institutions 
located abroad is deductible up to a limited percentage that is established for the 
fiscal year by the Tax Authority.

Losses
Losses resulting from the tax return are deductible from gains of the next five years 
and, up to that date, are revaluated according to inflation coefficients.

Foreign sourced income
Foreign source income is not taxable in Uruguay, except for financial income of 
resident individual taxpayers.

Free Trade Zones
Strategically located within Mercosur, Uruguay offers a very liberal treatment for free 
trade zones. Those areas of the national territory with a distinctive economic regime 
enjoy customs and tax exemptions and are excluded from the jurisdiction of the state 
monopolies. All types of export focused activities such as commercial, industrial or 
service oriented activities may be developed in free trade zones.

Other
An inflation adjustment must be calculated applying the inflation coefficient for the 
period on the difference between assets (except fixed assets) and liabilities at the 
beginning of the exercise. If the difference is positive, the adjustment originates a 
deductible loss and, if it is negative, a taxable income.

C.	F oreign tax relief

Foreign tax relief is not available under Uruguayan fiscal law because overseas 
income is not taxable.

D.	C orporate groups

There are no special tax rules relating to corporate groups.

E.	R elated party transactions

Taxation of related party transactions must be calculated on the basis of the current 
local prices, independently of the agreement between the parties.
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F.	W ithholding tax

Dividends, profit distributions or other remittances paid or credited by taxpayers 
subject to IRAE are subject to withholding tax at the rate of 7%. Interest paid is 
subject to withholding tax at the following rates:
•	 �3% on interest paid by financial institutions out of deposits in domestic currency 

or indexed units with more than a one-year term
•	 �3% on interest on bonds with a term of more than three years issued through 
	 a public offer and quoted on the stock exchange
•	 5% on interest from one-year term deposits or deposits of less than a year
•	 12% on other interest.

Royalties paid by taxpayers to non-residents are subject to a withholding tax of 12%.
Technical assistance fees paid to individuals or corporations abroad are also subject 
to a 12% withholding tax.

G.	Ex change control

No exchange controls are in force in Uruguay. All remittances to foreign countries 
can be carried without limitations through banks, financial institutions and authorized 
currency exchange houses.

H. Personal tax

Residents of Uruguay are subject to income tax impuesto a la renta de las personas 
físicas (IRPF) on their Uruguayan-source income. The only exception is that from 
1 January 2011 income deriving from financial assets located abroad will also 
be subject to this tax. Income subject to IRPF includes income from dependent or 
independent personal services, pensions, income from capital, and capital gains. 
Income tax is assessed under a schedular system, based on the nature of the 
income, which is classified in the following categories:
•	 Category I: income from capital and capital gains
•	 �Category II: income from dependent or independent personal services and 

pensions.

Salaries and other remuneration derived by individuals from dependent 
personal services are subject to individual income tax as applicable in respect 
of Category II.

Income from Category II (income from work) is subject to individual income tax at 
progressive rates:

Taxable income (BPC) Tax rate 
(%) 

Up to 60 0%

61 to 120 10%

121 to 180 15%

181 to 600 20%

601 to 1,200 22%

Over 1,200 25%

Individuals are subject to individual income tax on dividends, interest and 
royalties under the rules applicable to Category I. As mentioned above, income 
deriving from assets located abroad are subject, to IRPF at the rate of 12% from 
1 January 2011.

Dividends and profit distributions are subject to tax at the rate of 7% provided 
that they are paid out of profits subject to IRAE (otherwise they are exempt 
from tax).

Interest is subject to tax at the rates of:
•	 �3% on interest paid by financial institutions out of deposits in domestic currency 

or indexed units with more than a one-year term
•	 �3% on interest from bonds with a term of more than three years issued through 

public offer or on the stock exchange
•	 5% on interest from one-year-term deposits or deposits of less than a year
•	 12% on other interest.

Royalties are subject to tax at the standard rate of 12%.
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Income from immovable property is subject to tax at the standard rate of 12%. For 
leases of immovable property, housing agency commission, the real estate tax and 
the primary education tax are deductible for purposes of determining taxable income.
Individuals are subject to individual income tax on capital gains under the rules 
applicable to Category I at the standard rate of 12%.

I.	T reaty withholding tax rates

To date, Uruguay has signed general treaties to avoid double taxation with Germany 
and Hungary. The normal withholding tax rate of 25% is reduced to 15% in respect 
of dividends, interest and royalties. Uruguay has also signed treaties with Paraguay 
and Chile to avoid taxation on airline companies.

During 2010 Uruguay signed treaties with Spain, México, Portugal, Switzerland, 
France, Belgium, Lichtenstein, Malta, South Korea, Finland, India and a new one with 
Germany. All these treaties are subject to the approval of Parliament.

VENEZUELA

Currency:	Bolivar	 Dial Code To: 58	 Dial Code Out: 00
	 (Bs)

Member Firm:
City:		  Name:	 Contact Information:
Caracas		  Beniamino Carpentieri M.	 212 952 4050
			   bcarpentieri@pkfve.com

A.	TA XES PAYABLE

FEDERAL TAXES AND LEVIES
COMPANY TAX
Venezuelan resident or domiciled companies are subject to profit tax on their 
worldwide income. Non-resident or non-domiciled companies are subject to 
corporation tax only on Venezuelan-sourced income even when do not have 
permanent establishment or a fixed base in Venezuela. 

Foreign resident or domiciled companies who have a permanent establishment 
or fixed base in the country will exclusively pay taxes by the income of national or 
foreign source attributable to this permanent establishment or fixed base.

Tax is imposed on a current year basis. The tax year adopted is generally that 
specified in a company’s statutory documents with the standard year being a 
calendar year. However, it should be noted that other periods are also allowed, 
including periods of 12 months or less. Final tax is payable when lodging the 
final corporation tax return, usually required within three months of the end of the 
accounting period.

The corporate income tax rates are as follows:

Taxable income (Tributary unit (TU) Rate %

0 TU to 2,000 TU 15

2,001 TU to 3,000 TU 22

Over 3,001 TU 34

CAPITAL GAINS TAX
There is no separate or distinct tax on capital gains. However, capital gains and/or 
losses from the sale of assets belonging to companies that are situated or located 
in Venezuela are included in the calculation of the income for the purposes of 
determining the tax liability of companies (income tax).

Under the law, a flat tax of 34% is established for dividends arising from the excess 
of the dividend payer’s net income (on which dividends were declared) over its 
taxable net income (taxed fiscal net income). Dividends received from companies 
incorporated and domiciled abroad or incorporated abroad and domiciled in 
Venezuela are excluded from net income as contemplated in the law but tax paid on 
such dividends may be applied outside Venezuelan territory.

BRANCH PROFITS TAX
There is no tax on earnings of branch offices in Venezuela. Venezuelan branches 
of foreign companies are taxed in Venezuela for income obtained in the country 
pursuant to the corporate tax. According to the income tax law, companies or 
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community estates established abroad and domiciled in Venezuela or established 
and domiciled abroad, which have a permanent establishment in Venezuela, 
are responsible for paying a tax of 34% on any excess of the net income of the 
permanent establishment that is neither exempt nor exonerated over its taxed 
fiscal net income for the fiscal year on behalf of their partners, shareholders or joint 
owners. This presumed dividend does not apply in cases where the branch can 
prove to the Tax Administration’s satisfaction that it reinvested the full amount of the 
difference between its net income and its taxed fiscal net income in the country. The 
reinvestment must remain in the country for at least five years.

VALUE ADDED TAX (VAT)
The VAT is applicable to the transfer of chattels, the rendering of services and 
the importation of goods, as specified in the law and is applicable throughout the 
entire Venezuelan territory (the Free Port of the State of Nueva Esparta, Paraguaná 
Peninsula in the State of Falcón and in the Cultural Scientific and Technological 
Tax- Free zone in the State of Mérida, will be exempt from VAT). It will be paid by 
individuals and corporations, unincorporated or de facto companies, joint ventures 
and other public or private legal or economic entities, in their capacity as importers 
of goods, habitual or not. It will also be paid by manufacturers, producers, assembly 
plants, independent merchants and service providers who engage in activities that 
are defined by the law as taxable acts. 

Certain imports of goods and services are exempt from tax. Exporters who are regular 
taxpayers are entitled to recover the tax paid upon the purchase of tangible chattels 
or receipt of services related to their export activities. This also applies in the case 
of chattels imported for export. The VAT amount accruing is determined by taxation 
periods of one calendar month, subtracting the aggregate tax credit amounts from 
the respective aggregate tax debit amount. The result is the VAT to be paid. The 
standard rate, currently 12%, is charged on the net price of the transaction.

FRINGE BENEFITS TAX (FBT)
There is no tax payable by the company on fringe benefits. Instead, any benefits 
provided to employee are included in their personal income and are subject to tax.

LOCAL TAXES
There is only a municipal tax that is assessed on gross income from commercial-
industrial activities at different percentages, depending on the business activities 
conducted and the geographic jurisdiction in which the company is located.

OTHER TAXES
CUSTOMS DUTIES
This involves paying tax on goods that are imported in accordance with the customs 
tariff which is calculated based on the CIF value.

STAMP TAX
This is applied on certain transactions including transfer of ownership, formation of 
companies and a wide range of legal transactions and operations.

PUBLIC REGISTRY
These are duties that are incurred for the registration and certification of authenticity 
of various documents in the Main and Subsidiary Registry Offices of each geographic 
jurisdiction in which the operation is conducted.

MANDATORY SOCIAL SECURITY (MSS)
These are payments that are made monthly by employers and employees on the 
payroll of companies for the purpose of guaranteeing the functioning of the national 
worker social security system.

LAW FOR PROVIDING HOUSING AND HABITAT
Companies must contribute to the obligatory savings fund with 2% monthly of 
workers payroll. Workers’ contribution shall be 1% of his salary. The savings fund 
must finance housing programs for the workers.

NATIONAL INSTITUTE OF EDUCATIONAL COOPERATION (NIEC)
Employers must contribute to this Institute on a quarterly basis at the rate of 2% of 
the total wages and compensation paid to their workers. Workers must contribute 
0.5% of the profits paid to them by the employer at the end of the corporate business 
year. These contributions are for the purpose of professional training of workers and 
young apprentices, and tackling national illiteracy.

TAX ON ESTATES AND GIFTS
This is assessed on gratuitous transfers of rights causa mortis or inter vivos.
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ORGANIC LAW OF SCIENCE, TECHNOLOGY AND 
INNOVATION (LOCTI)
This Law establishes a number of contributions the companies must make according 
to the activities they indulge in, as follows: 
a)	 hydrocarbon companies, 2% of annual gross revenues
b)	� companies in mining and electrical power activities, 1% of annual gross revenues
c)	� large companies indulging in other production sectors of goods and services, 

0.5% of annual gross revenues, (it is understood by large companies with 
annual gross revenues over 100,000 UT (Tax Units). 

The Law establishes that such contributions may be made in research developed in 
the same companies or into Government dependent Funds. 

ORGANIC LAW AGAINST ILLEGAL TRAFFIC AND CONSUPTION 
OF STUPEFYING AND PSICHO TOXIC SUBSTANCES (LOCTISEP)
This Law establishes a contribution of 1% of annual net income of companies 
employing 50 or more workers. This contribution must be invested in programs 
for the prevention of drug traffic and consumption within the same company for 
its workers and their family environment. Likewise, the Law establishes that 2% 
of their annual net income must be contributed by companies manufacturing 
or importing alcoholic beverages, tobacco and its mixtures, like chewing tobacco, 
to maintain and operate prevention and rehabilitation centres for consumers of 
these substances.

ORGANIC LAW OF TELECOMMUNICATIONS
In the Organic Law of Telecommunications, various taxes and duties are set forth 
on the companies indulging in the business of telecommunications and making 
use of radio-electric spectrum, sound broadcasting and open television, among 
others. The various taxes and duties they must pay go between 0.05% and 2.3% 
of their annual gross revenues.

ORGANIC LAW OF TOURISM
The Organic Law of Tourism sets forth a contribution of 1% monthly on gross 
revenues obtained, that must be paid by those rendering tourist services.

B.	DETERMINATION  OF TAXABLE INCOME 

The net revenue is determined by subtracting the costs and deductions
permitted by the Income Tax Law from the net income. To arrive at the taxable 
income, some expenses must be considered as non-deductible and some income 
as non-taxable.

INVESTMENT ALLOWANCE
The Venezuelan income tax law provides for the benefit of tax abatements. In an 
amount equivalent to 10% of the amount of new investments made in the country, 
other than land that has not been used previously by other companies, and made 
in the following activities: industrial and agribusiness activities, construction, electric 
power, telecommunications, science and technology (other than hydrocarbons and 
related activities) and, in general, all activities of an industrial nature that represent 
investments to meet the requirements of advanced or state-of-the-art technology.

Taxpayers engaging in the extraction of hydrocarbons and related activities such as 
refining and transportation shall be entitled to a tax credit equal to 8% of the amount 
of any investments. The law also provides for an additional tax credit of 4% of the 
total cost of investment in: exploration, drilling and related facilities for production, 
transportation and storage; secondary recovery of hydrocarbons; use, conservation 
and storage of gas, including liquefied gas; and, upgrading of hydrocarbons and 
expenditure for research.

Parties receiving income from tourism services who are duly registered in the 
National Tourism Registry shall be entitled to a tax credit of 75% of the amount 
of new investments for construction of hotels, inns, and lodgings; expansion, 
improvements or re-equipping building or services; for providing any type of tourism 
service or for educational and training of their workers.

DEPRECIATION
The amount admissible as deduction for depreciation during the tax year is the 
percentage necessary to recover the cost of such assets during the time that they 
are available to be used in production. Depreciation may be increased by adjusting 
depreciable fixed assets for inflation. Only the straight-line or the production unit 
method is admitted. The Tax Administration may admit other methods. Accelerated 
depreciation of assets is not admitted.
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STOCK/INVENTORY
Taxpayers shall draw up an inventory of all goods intended for sale at the start of 
their activities and at the close of each tax year. The inventoried goods shall be 
appraised at the cost price. They can also be appraised at the wholesale market price 
when that is less than the cost price.

DIVIDENDS
From 1 January 2001, net income from dividends is considered to be a portion of 
income from dividends paid or credited to account, in cash or in kind, and arising 
from net income that is neither exempt nor exonerated, that exceeds the taxed fiscal 
net income, and accordingly, has not been taxed with income tax. 

Dividend income is taxed at the rate of 34% of the amount paid. The full amount 
of the tax must be withheld at the time of payment or credit to account. Tax on 
dividends from companies in the oil and mining industry are taxed at the rate of 
67.7% and 60% respectively and tax is to be withheld in full at source. Dividends 
received from companies incorporated and domiciled abroad or incorporated abroad 
and domiciled in Venezuela are excluded from net income as contemplated in the 
law but tax paid on such dividends may be applied outside Venezuelan territory.

INTEREST DEDUCTIONS
Interest on capital borrowed and invested in income-producing activity is deductible. 
In the case of interest received by companies abroad, there must be withholding in 
accordance with the following percentages:

Beneficiary Rate %

Financial Institutions (Domiciled) 5 

Financial Institutions (Non-domiciled) 4.95

Parent Company 5

Legal Entity other than the above 32.3

LOSSES
Operating losses can be shifted for three consecutive periods following the fiscal year 
in which they occur. The losses from the adjustment for inflation may be carried over 
one year.

FOREIGN SOURCED INCOME
The current Income Tax Law established the obligation of residents of Venezuela 
and of companies domiciled in the country to pay income tax on all the revenue they 
obtain, whether in Venezuela or abroad.

INCENTIVES
The customs duty paid on imports of goods and products used in the production 
of goods for export would be reimbursed by Banco Central de Venezuela (BCV).

REGULAR ADJUSTMENT FOR INFLATION
The income tax law considers the regular adjustment for inflation, which represents 
the greater or lesser value of the net worth obtained by recognising the effects 
of the inflation in non-monetary assets and liabilities through the application of 
Consumer General Price Index, based on procedures established in the Venezuelan 
tax legislation. The fiscal adjustment for inflation, thus calculated, is considered as a 
taxable gain or a deductible loss in determining the income tax expense.

C.	FOREI GN TAX RELIEF

Venezuela has signed wide agreements in order to avoid double taxation and in 
relation to shipping and air transportation.

D.	CORPORATE  GROUPS

There is no provision for consolidated tax returns.

E. 	RELATED  PARTY TRANSACTIONS

In cases involving commercial transactions between companies that could be 
considered related, they must follow the methodology stipulated in this chapter in 
transfer prices to determine their income. The rules on transfer prices stipulate that 
application thereof is mandatory in the case of operations between related parties. 
The law also determines when a relationship shall be deemed to exist, therefore, 
when the transaction is between related parties.
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F.	WIT HHOLDING TAX

In the case of tax withholding, the Tax Administration considers it to be a tax advance, 
which may be deducted from the tax determined in the fiscal year in which it is 
declared.

G.	E XCHANGE CONTROL

Exchange controls are currently in effect. Foreign currency transactions are controlled 
by the Commission of Administration of Currency (CADIVI). Also all foreign currencies 
entering the territory were to be mandatory sold to the Central Bank of Venezuela. 
Financial institutions cannot engage in a foreign exchange business without prior 
approval of CADIVI and/or Central Bank of Venezuela.

H.	PERSONAL  TAX

The tax of individuals is determined on revenue received annually, provided that such 
revenue is greater than 1.500 T.U. and they are allowed personal abatements and 
abatements for family charges, as well as personal expenses incurred during the 
fiscal year, e.g. medical expenses, school payment, insurance policies, etc.

Tax Rate Table 
Taxable income (Tributary unit)

Rate % 

0 TU to 1,000 TU 6

1,001 TU to 1,500 TU 9

1,501 TU to 2,000 TU 12

2,001 TU to 2,500 TU 16

2,501 TU to 3,000 TU 20

3,001 TU to 4,000 TU 24

4,001 TU to 6,000 TU 29

Over 6,001 TU 34

I.	TREATY  AND NON-TREATY WITHHOLDING TAX RATES

Dividends
%

Interest
%

Royalties
%

Non Treaty Countries: 34 4.95 15/34 (1)

Treaty Countries:

Andean Community 0 0 0

Austria 5/15 4.95/10 5

Barbados 5/10 5/15 10

Belgium 5/15 10 5

Brazil 
(Not effective) 10/15 15 15

Canada 5/15 10 10

China 5/10 5/10 10

Cuba 10/15 10 5

Czech Republic 5/10 10 12

Denmark 5/15 5 10

France 5/15 5 5

Germany 5/15 5 5

Indonesia 10/15 10 20

Iran 5/10 5 5

Italy 10 10 7/10

Korea 5/10 5/10 5/10

Kuwait 5/10 5 20

Netherlands 0/10 5 5/7

Norway 5/10 5/15 12
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Dividends
%

Interest
%

Royalties
%

Portugal 10/15 10 12

Qatar 
(Not Effective) 5/10 5 5

Russia 
(Effective 
1/1/2010)

10/15 5/10 10/15

Spain 10 4.95/10 5

Sweden 5/10 10 7/10

Switzerland 10 5 5

Trinidad and 
Tobago 5/10 15 10

United Kingdom 10 5 5/7

United States 5/15 4.95/10 5/10

(1)	 On 90% of the gross payment.

VIETNAM

Currency:	Vietnam Dong	 Dial Code To: 84	 Dial Code Out: 84
	 (VND)

Member Firm:
City:		  Name:	 Contact Information:
Hanoi		  Hung Pham	 989 194 898
			   hungpt@pkf.com.vn

Ho Chi Minh City		  8 54491 476/477
			   hcm@pkf.com.vn

Da Nang			   511 3531 399
			   dn@pkf.com.vn

A.	TA XES PAYABLE

TAXES AND LEVIES
COMPANY TAX
The Corporate Income Tax (CIT) rate applicable is 25%, except for business 
establishments involved in the prospecting, exploration and exploitation of petroleum 
and gas and other precious natural resources, where the applicable tax rate is 
32-50%. 

Enterprises shall make a self-declaration of CIT payable. For each quarter, the 
enterprise shall determine the amount of CIT provisionally payable for the quarter 
and the tax finalization for the whole year shall be determined within 90 days after 
the year end.

The total income generated by Vietnamese enterprises shall be subjected to CIT, 
regardless of whether the income is generated in Vietnam or overseas, comprising 
income earned from production except income earned from: 
•	 products of cultivation, husbandry and aquaculture by co-operatives
•	 performance of technical service contract directly serving agricultural production
•	 performance of contracts for scientific research and development
•	 �production of and trading in goods and services by business establishments 

specially reserved for disabled employees or persons involved in crime.

The CIT payable shall be determined by applying the applicable tax rate on the 
taxable income, which is the total turnover less reasonable expenses. Reasonable 
expenses which are deductible for the purpose of calculation of taxable income 
including expenses actually used for the production or trading in goods and services, 
and expenses incurred with receipts or source documents issued in accordance with 
the law.

Tax year: A tax year for the purpose of tax finalization shall be the calendar year 
(from 01 January to 31 December annually). Where a business establishment is 
permitted to apply a tax year other than the calendar year, tax finalization shall be 
conducted in accordance with such a year.
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CAPITAL GAINS TAX 
The capital gain tax rate applicable is 20%.

SPECIAL SALES TAX
Special Sale Tax is applicable to special goods and services (luxury). The basis 
for calculating Special Sale Tax shall be based on the quantity of taxable goods 
sold, their taxable value and the applicable tax rates. 

Taxable goods and their applicable tax rates are set out in the following 
schedule:

No. Type of Goods or Services Tax rate

I Goods

1. Tobacco products

a)	� filtered cigarettes produced mainly from imported raw 
materials

65

b)	 cigarettes without filters and cigars 25

2. Spirits

a)	 over 40 degrees proof 75

b)	 from 20 to 40 degrees proof 30

c)	 under 20 degrees proof and fruit spirits 20

d)	 medicinal spirits 15

3. Beer

a)	 bottled beer, canned beer and fresh beer 75

b)	 draught beer 30

4. Automobiles

a)	 Up to 5 seats 80

b)	 From 6 to 15 seats 50

c)	 From 16 to 24 seats 25

5. Gasoline of various kinds, naphtha, reformed component 
and other compounds for mixing gasoline

10

6. Air-conditioners with a capacity of 90,000 BTU or less 15

7. Playing cards 40

8. Votive gilt paper and votive objects 70

II Services

1. Discotheque, massage parlours and karaoke bars 30

2. Casino and reward games, including jackpot, slot and other 
similar machines

25

3. Betting business 25

4. Golf business, including sale of membership cards and golf 
game tickets

10

5. Lottery business 15

VALUE ADDED TAX
VAT is a sales tax levied on the sale of goods and services in the services, 
manufacturing, consumption and businesses in Vietnam (except for the cases 
stipulated in law). The VAT rate is calculated based on the selling price (exclusive 
of tax). There are three levels of tax rates, depending on the type of goods and 
services: 0%, 5% and 10%. In general, most goods and services are subject to 
VAT of 10%.

OTHER TAXES:
BUSINESS LICENCE TAX
This is tax on the business capital of business establishments. The tax 
payment deadline is at the end of the first month of operations (for the 
new business establishments) and as at 31 January of each calendar year 
for business establishments already in operations. Business Licence Tax rate 
(annually) depends on the registered capital as follows:
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1 Over VND10 billion VND3,000,000 

2 From VND5 billion to VND10 billion VND2,000,000 

3 From VND2 billion to VND5 billion VND1,500,000 

4 Less than VND2 billion VND1,000,000 

EXPORT-IMPORT TAX
Export-import Tax is levied on the export or import of goods across the 
Vietnamese border or domestic goods brought into and out of customs 
free areas. The tax rate for each item is determined based on the tax rate 
schedule.

NATURAL RESOURCES TAX
Natural resources tax is levied on organizations and individuals conducting 
the exploitation of natural resources in Vietnam. Natural resources tax is 
determined by the actual natural resources exploited, the unit price and the 
tax rate stipulated for the specific resources.

B.	DETERMINATION  OF TAXABLE INCOME

CIT payable = (Assessable income - Allocation to R&D fund) x CIT rate (R&D 
fund is Science and Technology Development Fund)

Assessable income equals Taxable income less Exempt income and Losses 
carried forward in accordance with law. Taxable income equals Turnover less 
Deductible expenses plus Other income items. Generally, to be deductible, 
the expenses must be related to the activities of production and business of 
the enterprise and accompanied by legal and complete invoices and source 
vouchers as required by law. 

TAX LOSSES
Enterprises which suffer losses after tax finalization shall be entitled to carry 
forward those losses to taxable income of the following years. Losses may be 
carried forward for a maximum period of five years as from the year following 
the year in which the loss arose.

FOREIGN SOURCED INCOME
Vietnamese enterprise which makes an offshore investment and derives 
income from production and business activities overseas must declare 
and pay CIT in accordance with the current Law on CIT of Vietnam, including 
when the enterprise is entitled to a tax reduction or exemption under the 
law of the foreign country.

INCENTIVES
Specific incentives are provided for high technology fields.

C.	FOREI GN TAX RELIEF

If income from an investment project overseas has been subject to CIT (or 
any other type of tax which is basically similar to CIT) overseas, then when 
assessing CIT payable in Vietnam, the Vietnamese enterprise shall be entitled 
to deduct the amount of tax paid overseas or paid on its behalf by the foreign 
party accepting such investment (including tax payable on interest on shareholding), 
but the amount of tax deductible must not exceed the amount of tax payable 
pursuant to the Law on CIT of Vietnam.

E.	RELATED  PARTY TRANSACTIONS

The related party transactions are subjected to the transfer pricing rules.

F.	WIT HHOLDING TAXES

The income from foreign contractors and sub-contractors are taxed at source 
and tax must be paid to the tax office within 20 business days from the date 
of signing the contract. 

Withholding tax is levied on goods and services provided by foreign contractor 
to generate income in Vietnam. Tax applicable to foreign contractors comprises:
•	 Value Added Tax and
•	 Corporate Income Tax.
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Value Added Tax is levied on any value-add to a product or service, as follows:

1 Lease of insurance machinery, or equipment 50%

2a Construction with supply of material 30%

2b Construction without supply of material 50%

3 Manufacturing and other business activities 50%

Corporate Income Tax is calculated by ratio over taxable income based on the 
following table:

1 Trading: distribution, supply of goods, materials, machinery and 
equipment, together with the provision of services in Vietnam

1%

2 Lease of machinery and equipment, and insurance 5%

3 Construction 2%

4 Manufacturing, transport and other businesses 2%

5 Lease of aircraft and vessels (including components) 2%

6 Overseas reinsurance 2%

7 Transfer of securities 0,1%

8 Borrowing cost 10%

9 Royalties 10%

EXCHANGE CONTROL
Upon the purpose of money taken out of Vietnam (for studying, for curing, …), there 
is separate level that the departing individual must report this to an Vietnam Customs 
Officer. The amount of 7,000 USD (or the equivalent of foreign currency) or 15 million 
VND that are brought into Vietnam must also be reported.

H.	PERSONAL  INCOME TAX

All residents and non-residents are subject to Personal Income Tax.

A resident is liable to pay tax on income sourced in Vietnam as well as on the portion 
of income from foreign sources (except for non-taxable income, including income 
from real estate transferred between a husband and wife and blood-relations, 
scholarships, and overseas remittances).

Deductions are available for family considerations for residents, comprising children 
under 18, unemployed spouses and elderly and unemployed parents.

Individuals are responsible for self-declaration and payment of tax. 

A non-resident is subject to tax only on income sourced in Vietnam. 

The applicable Personal Income Tax rates are as follows:

Resident

I Income from salaries and wages, business and production (million dong)

Level Taxable income/year Taxable income/
month

Tax rate 
(%)

1 Up to 60 Up to 5 5

2 From 60 to 120 From 5 to 10 10

3 From 120 to 216 From 10 to 18 15

4 From 216 to 384 From 18 to 32 20

5 From 384 to 624 From 32 to 52 25

6 From 624 to 960 From 52 to 80 30

7 Over 960 Over 80 35

II Income from capital investment, copyright and franchise 
activities

5

III Income from transfer of capital 20

IV Income from transfer of real estate 25

V

Vietnam



PKF Worldwide Tax Guide 2011 521

Non-residents

I Income from business and production

1 Income from business and production of goods 1

2 Income from business and production of services 5

3 Manufacturing, construction, transport and other 
activities

2

II Salary and wages 20

III Income from capital investment 5

Non-residents

IV Transfer of capital 0.1

V Transfer of real estate 2

VI Copyright and franchise activities 5

VII Lottery winning, inheritance and gifts which are 
securities, capital or assets

10

I.	TREATY  AND NON-TREATY WITHHOLDING TAX RATES

Withholding tax rates for dividend, interest and royalties are as follow:

Dividend
(%)

Interest
(%)

Royalties
(%)

Country:

Algeria 15 15 15

Australia 10 10 10

Bangladesh 15 15 15

Belarus 15 10 15

Belgium 5, 7, 10 or 15 10 5, 10 or 15

Bulgaria 15 10 15

Canada 5, 10 or 15 10 7.5 or 10

China 10 10 10

Cuba 5, 10 or 15 10 10

Czech Republic 10 10 10

Denmark 5, 10 or 15 10 5 or 15

Finland 5, 10 or 15 10 10

France 7, 10 or 15 Nil 10

Germany 5, 10 or 15 10 7.5 or 10

Hungary 10 10 10

Iceland 10 or 15 10 10

India 10 10 10

Indonesia 15 15 15

Italy 5, 10 or 15 10 7.5 or 10

Japan 10 10 10

Korea 10 10 5 or 15

Laos 10 10 10

Luxembourg 5, 10 or 15 10 10

Malaysia 10 10 10

Mongolia 10 10 10

Myanmar 10 10 10

Netherlands 5, 7, 10 or 15 7 or 10 5, 10 or 15

North Korea 10 10 10

V

Vietnam
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Dividend
(%)

Interest
(%)

Royalties
(%)

Norway 5, 10 or 15 10 10

Pakistan 15 15 15

Philippines 10 or 15 15 15

Poland 10 or 15 10 1, 10 or 15

Romania 15 10 15

Russian 10 or 15 10 15

Seychelles 10 10 10

Singapore 5, 7 or 12.5 10 5 or 15

Spain 7, 10 or 15 10 10

Sri Lanka 10 10 15

Sweden 5, 10 or 15 10 5 or 15

Switzerland 7, 10 or 15 10 10

Thailand 15 10 or 15 15

Ukraine 10 10 10

United 
Kingdom 7, 10 or 15 10 10

Uzbekistan 15 10 15

V

Vietnam
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