KPMG

KPMG Asia Pacific Tax Weekly

KPMG Asia Pacific Tax Centre | Content to 11 January 2018

1%
T L — T

AsiaPacific Tax Developments

China: Customs Policy Update - for the Period of December 2017

The following matters are covered in this issue:-
e The 5th Amendmentto the Customs Law ofthe People’s Republic of China (PRC)

® GAC Announcementregarding Promoting the Paperless Applicationand Cancelling the
Filing Procedure ofImport Tax Reduction

® GAC Announcementon Publishing the Standard of Origin and Relevant Matters of New
Zero Tariff Commodities in Hong Kong and Macau since 1 January2018

® GAC Announcementon Abolishing the Formality Matters after the End of Transition
Period in relation to Bank Guarantee Mechanismin Processing Trade Business

® GAC Announcementon Implementing China-Georgia Free Trade Agreement
® GAC Announcementon 2018 Tariff AdjustmentPlan

® GAC Announcementon Revised Standards of Filling in Customs Declaration Forms for
Imports and Exports

e MOFCOM, GAC and AQSIQ jointlyannounced the Catalogue of Goods Subjectto
Importand Export Licensesfor2018

® GAC Decree on Decision of Amending the Administrative Measures ofthe PRC on
Temporarylmports and Exports

® GAC Decree onthe Decision of Abolition and Revision of Certain Rules




® GAC Decree onthe Provisional Measures on Administration of PRC Customs Pre-
Ruling

e Chinaand Maldives Officially Signed the Free Trade Agreement
More details
China: Withholding tax deferral for profit reinvestments in China

Guidance has been issued byseveral governmentministries to encourage overseasinvestors to
expandinvestments in China. Underthe scheme, profits derived bya foreign investor from
residentcompaniesin China will be entitled to a tax deferral incentive and temporallywill not
trigger withholding tax, provided that the profits are reinvested in “encouraged projects” and that
other conditions are met.

The guidance also specifies the applicable conditions, procedures and obligations, follow-up
administration, departmental coordination mechanism, tax treatmentfor investmentwithdrawals,
and period of execution regarding to this preferential taxpolicy.

More details

India: Annual franchise fees paid to BCCI to operate and participate in IPL are
allowed asrevenue expenditure

Recently, the Mumbai Bench ofthe Income-taxAppellate Tribunal in the case of KnightRiders
Sports Private Limited, held thatannual paymentofthe franchise fees paid to BCClto operate
and participate in Indian Premier League (IPL) are deductible as revenue expenditure underthe
Income-taxAct, 1961. The Tribunal observed thatthe paymentof franchise fees has only
facilitated participation in the IPL and operation ofthe team for the year. It did notresultin the
creation of an assetnorinthe generation ofa benefitof an enduring nature.

More details

India: CBDT issues press release relaxing MAT provisions for the companies
undergoing corporate insolvency resolution process

The Central Board of Direct Taxes (CBDT) has issued a press release stating that with effect from
AssessmentYear2018-2019, a companyagainstwhom an application for corporate insolvency
resolution process has been admitted bythe Adjudicating Authority under Sections 7,9 or 10 of
the Insolvencyand Bankruptcy Code, 2016, shall be allowed to set off the amountof total loss
broughtforward againstthe book profit for the purposes oflevy of Minimum Alternate Tax (MAT).

More details

India: India Tax Konnect —January 2018

KPMG in India provides developments on the tax and regulatoryfront and its implications on the
way you do business in India.

More details
India: India signs first ever bilateral APA with the U.S.A.

India has signed the firstever bilateral Advance Pricing Agreement (APA) with the U.S.A. This
APA was inrespectofinformation Technology/Information Technologyenabled Services sector
and involved determining a costplus markup for transactions ofan Indian captive service
provider.

More details


https://home.kpmg.com/cn/en/home/insights/2018/01/customs-policy-update-1712.html
https://home.kpmg.com/xx/en/home/insights/2018/01/tnf-china-withholding-tax-deferral-for-profit-reinvestments-in-china.html
https://home.kpmg.com/content/dam/kpmg/in/pdf/2018/01/KPMG-Flash-News-Knight-Riders-Sports-Private-Limited-3.pdf
https://home.kpmg.com/content/dam/kpmg/in/pdf/2018/01/KPMG-Flash-News-CBDT-issues-press-release-relaxing-MAT-provisions-2.pdf
https://home.kpmg.com/content/dam/kpmg/in/pdf/2018/01/KPMG-India-Tax-Konnect-January-2018-2.pdf
https://home.kpmg.com/content/dam/kpmg/in/pdf/2018/01/KPMG-Flash-News-CBDT-signs-first-ever-bilateral-APA-with-USA-2.pdf

India: Summary of tax developments from 2017

KPMG in India has prepared areportthat provides summarydiscussions of certain “key” direct
tax and indirecttax developments during 2017.

More details

Korea: Revised regulations, automatic exchange of financial information

The government of South Koreaissued arevised version ofregulations forimplementing the
automatic exchange offinancial information with foreign countries (territories). The revised
version of the regulations reflects:

® The tax treaty between South Korea and Hong Kong
e Duediligence measures for pre-existing individual accounts
e Reporting periods

® Alistof countries thatmustsubmitfinancial information to the U.S. tax authority (IRS)
beginningin2018

More details

Malaysia: Country-by-country reporting update

The tax authority in Malaysiain late December 2017 released an amendmentto the country-by-
country (CbC)rules. Amongthe changes, the amended CbC rulesincluderevised measures
concerning entities having cross-border transactions with other constituent entities and also
defining “constituententities” to include:

e The ultimate holding entity
e A constituententity
® A surrogate holding entity

e Apermanentestablishmentin Malaysia

In addition, CbC regulations were published in late December for entities in the Labuan federal
region. The new CbC regulations applyto Labuan entities regulatedunder the Labuan Business
Activity Tax Act 1990.

More details


https://home.kpmg.com/xx/en/home/insights/2018/01/tnf-india-summary-of-tax-developments-from-2017.html
https://home.kpmg.com/xx/en/home/insights/2018/01/tnf-india-summary-of-tax-developments-from-2017.html
https://home.kpmg.com/xx/en/home/insights/2018/01/tnf-korea-revised-regulations-automatic-exchange-of-financial-information-crs-fatca.html
https://home.kpmg.com/xx/en/home/insights/2018/01/tnf-korea-revised-regulations-automatic-exchange-of-financial-information-crs-fatca.html
https://home.kpmg.com/xx/en/home/insights/2018/01/tnf-malaysia-cbc-reporting-update.html
https://home.kpmg.com/xx/en/home/insights/2018/01/tnf-malaysia-cbc-reporting-update.html

Taiwan: Safe harbor exemption, Master file and country-by-country reporting
submissions

Taiwan's Ministryof Finance recently announced a “safe harbor” exemption with respectto
Master file and CbC reporting. The exemption was announced after considering the compliance
costs thatmultinational enterprises could incurin preparing their transfer pricing documents. The
guidance also took into accountcertain international practices, existing conditions in Taiwan, and
publiccomments and opinions.

More details

Thailand

Thailand: Smartvisa - 4 years permission

The Governmentof Thailand will launch a“Smart Visa” scheme which grants 4 years permission
to investors and highlyskilled professionals working within 10 specialized fields, identified bythe

governmentinits technologypush under Thailand 4.0 plan such as automotive, electronics, food
technology, digital technology, robotics, aviation and logistics.

More details
Thailand: Transfer Pricing law approved by Cabinet, effective for 2017

The Cabinetof Thailand has recentlyapproved the draft transfer pricing law referring to the
cabinetmeeting on 3 January2018. The recentdraft has beenrevised toinclude additional
requirements.

More details

Slgn |f|cant International Tax Developments
OECD: Updated common reporting standard FAQs

The Organisation for Economic Cooperation and Development (OECD)
has issued an updated version of frequentlyasked questions (FAQs) for
implementation ofthe common reporting standard.

More details

Beyond AsiaPacific

United States: U.S. states start to address federal tax reform

U.S. states are starting to grapple with the state consequences offederal tax reform. Recently,
lawmakersin two states—California and New York—announced proposals to address one ofthe
key provisions inthe federal tax reform bill thatwas signed bythe presidenton December 23,
2017—the elimination ofthe uncapped state and local tax (SALT) deduction. Going forward, for
federal purposes, taxpayers can deductup to $10,000 per year of state income or property taxes.
This change mayhave the greatestimpacton residents of states with high individual (personal)
income taxes and/or propertytaxes.

More details


https://home.kpmg.com/xx/en/home/insights/2018/01/tnf-taiwan-safe-harbor-exemption-master-file-and-cbc-reporting-submissions.html
https://home.kpmg.com/th/en/home/insights/2018/01/tax-news-flash-issue-31.html
https://home.kpmg.com/th/en/home/insights/2018/01/tax-news-flash-issue-30.html
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https://home.kpmg.com/us/en/home/insights/2018/01/tnf-us-states-start-to-address-federal-tax-reform.html/

UK: VAT: Making Tax Digital —draft VAT Regulations and Notice

HMRC has released for consultation, the draft Making Tax Digital VAT Regulations, together with
a draft notice and some examples which outlinethe extent of the required digital links for
businesses thatcurrentlyhave differentdigital record keeping options.

More details

TaxNewsFlash by Region
For the latesttax developments from otherregions see the following links:

Africa Americas Europe United States



https://home.kpmg.com/uk/en/home/insights/2018/01/tmd-vat-making-tax-digital-draft-vat-regulations-and-notice.html
https://home.kpmg.com/xx/en/home/insights/2015/03/taxnewsflash-africa.html
https://home.kpmg.com/xx/en/home/insights/2015/03/taxnewsflash-americas.html
https://home.kpmg.com/xx/en/home/insights/2015/03/taxnewsflash-europe.html
https://home.kpmg.com/xx/en/home/insights/2015/03/taxnewsflash-us.html
https://home.kpmg.com/xx/en/home/insights/2015/03/taxnewsflash-us.html
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