
April/May/June 2021

Aviation Finance Industry 
Round-up 



PwC | Aviation Finance Industry

Introduction

Dear All, 

Welcome to the latest edition of our regular round-up of current tax developments, in a 
new and improved format. 

We have put together updates relevant to the industry over the past couple of months, 
some new developments and some building on our previous round-ups. You will note 
that we may have shared a number of these with you already through various 
mediums. 

The nature of this document is to give a brief synopsis of the relevant update to help 
keep you informed. It should not be construed as tax advice nor should it be viewed as 
a replacement for any discussions or advice on any matters that we would typically 
discuss with you.

As always, we are more than happy to pick up these points for discussion with you. 

We have recorded a voice note to cover a couple of the more relevant updates. We’ll 
be in touch with this in due course, but please reach out directly if you’d like to receive 
this.

Feel free to share any feedback with any member of the team.

Best regards,

PwC Aviation Finance Tax Team
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COVID-19 related measures – Ireland
With regard to COVID-19 initiatives, please see any of our 
previous newsletters (or the global report noted on the next 
slide) for more extensive detail on some of the historic 
initiatives that have been introduced over the last 12 months, 
such as the subsidy schemes, warehousing of debts, 
accelerated tax refunds and financing measures, as well as 
many more. Equally, please reach out to us if you’d like to 
discuss these points. We have not included the full list in this 
round up so as to keep it more focused. 

Instead, we set out some detail on the most recently 
published recovery plan:
 
Additional COVID-19 related supports for 
businesses

The Irish Government recently published the Economic 
Recovery Plan (ERP) during the first week of June, setting 
out a new phase of supports as economic activity resumes 
and individuals return to work. 

The ERP provides for the enhancement and extension of the 
Employment Wage Subsidy Scheme (EWSS), the Covid 
Restrictions Support Scheme (CRSS) and the Tax Debt 
Warehousing Scheme, along with a new Business 
Resumption Support Scheme (BRSS).

The ERP is divided into four Pillars focused on a jobs-led 
recovery.

Pillar 1 – Sustainable public finances
The objective of returning to stable public finances as set out 
in Pillar 1 is to be balanced with not withdrawing supports 
too quickly and risking economic progress.

Pillar 2 – Helping people get back to work
Following on from Pillar 1, Pillar 2 provides for the extension 
of existing support to reduce the risk of labour market 
scarring and entrenched long-term unemployment due to the 
pandemic.

Pillar 3 – Re-building sustainable enterprise
Pillar 3 includes a renewed package of supports and 
investments for businesses.

Pillar 4 – Balanced and inclusive recovery
The Government provides a commitment to recovering in a 
balanced, sustainable and inclusive manner as set out in 
Pillar 4.

To get a further insight into the additional COVID-19 related 
supports, the launch website can be found here.
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COVID-19 related measures – International
Covid-19 presents significant challenges to people and 
organisations around the globe and the disruption continues to 
evolve. We know that businesses are facing several potentially 
significant tax challenges to which you need to respond 
rapidly. To help you cut through the complexity, PwC's team of 
specialists continue to collaborate to create an online resource 
to help you to stay abreast of the changes that may impact 
your business. 

Please follow this link for access to our global report.
 
European Commission approves €800 million 
Italian scheme to support companies

Italy recently notified the European Commission of an intended 
€800 million scheme addressed to companies performing 
priority projects under so-called “Development Contracts under 
the COVID-19 Temporary Framework” (mainly COVID-related 
projects). The scheme supports companies affected by the 
coronavirus outbreak and provides incentives to companies for 
directing their activities to research and/or production of certain 
products that are crucial to address the coronavirus outbreak.

These “Development Contracts” will be administered by the 
National Agency for Inward Investment and Economic 
Development S.p.A. (Invitalia) and will be open to companies 
of all sizes, active in all sectors, except the financial, primary 
production of agricultural products, fishery and aquaculture, 
construction, insurance and real estate ones.

The aid will take the form of:
• Direct grants and loans up to a maximum of €1.8m per 

company and with an overall maximum nominal value equal 
to 45% of the eligible costs;

• direct grants for coronavirus-related research and 
development (R&D) projects, with a maximum allowable aid 
intensity equal to 80% of the eligible costs;

• direct grants and repayable advances for testing and 
upscaling infrastructures that contribute to the development 
of coronavirus relevant products, with a maximum allowable 
aid intensity equal to 75% of the eligible costs, and;

• direct grants and repayable advances for the production of 
coronavirus-relevant products, with a maximum allowable 
aid intensity equal to 80% of the eligible costs.
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The Commission found that the Italian scheme is in line (from 
a State Aid perspective) with the conditions set out in the 
Temporary Framework. In particular, (i) the aid granted under 
the first measure will not exceed €1.8 million per company, (ii) 
the aid granted under the other measures will cover a 
significant share of the necessary R&D and investment costs, 
iii) for the second measure in particular, any result of the 
research activities will be made available to third parties in the 
European Economic Area at non-discriminatory market 
conditions through non-exclusive licences, and (iv) all aid will 
be granted no later than 31 December 2021.

The Commission therefore concluded that all the measures 
are necessary, appropriate and proportionate to remedy a 
serious disturbance in the economy of a member state, in line 
with Article 107(3)(b) TFEU or to fight the health crisis, in line 
with Article 107(3)(c). On this basis, the Commission approved 
the aid measures under EU state aid rules.
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Irish Tax Developments
Department of Finance launches Tax Treaty 
Policy Consultation

The Department of Finance launched a consultation on 
Ireland's Tax Treaty Policy in early April. This consultation 
follows from the Corporation Tax Roadmap update published 
by the Department of Finance earlier this year (linked here) in 
which the Minister of Finance, Paschal Donohue, committed to 
reviewing Ireland’s tax treaty policy taking account of 
international developments.

The consultation (linked here) is divided into two main sections 
as follows:
• Economic Considerations - This section seeks input as 

regards any shortcomings in the current Irish tax treaty 
policy. Feedback is specifically sought on any business 
sectors that are currently not adequately catered for, the 
future needs of tax treaty policy as a means of facilitating 
economic opportunity, any new priorities that have arisen as 
a result of international tax reforms (most notably from the 
OECD), and criteria for prioritising the negotiation and 
renegotiation of specific tax treaties in the years ahead.

• Policy on Developing Countries - The questions relating to 
tax treaties with developing countries focus on the 
understanding of the objectives for negotiating treaties with 
developing countries, including the outcomes desired and 
how such outcomes can benefit both parties. In this context, 
feedback is sought on specific tailoring that is required for 
tax treaties with developing countries, international best

practices, whether more emphasis needs to be placed on the 
UN Model Treaty, and if any standard positions (e.g. source 
taxation) should be adopted.

Historically Ireland's tax treaty policy has sought to support 
economic growth and prosperity by removing obstacles for 
Irish exporting companies and also facilitate inward trade and 
investment from partner countries. With this consultation, it is 
clear that Ireland's tax treaty policy should continue to play this 
role whilst also seeking to engage with new sectors of the 
economy and new trading partners.

The consultation ran until 7 May 2021 and a number of 
submissions were received. Those who made the submissions 
are in the process of meeting with the Department of Finance 
to discuss those submissions. Both PwC Ireland and Aircraft 
Leasing Ireland have made submissions on the consultation 
which our team have been heavily involved in. If you’d like to 
discuss those submissions, please let us know. 

Interest Limitation Rules

The Department of Finance concluded the first of two 
consultations on interest limitation rules on 8 March 2021. 
Stakeholder engagement took place in April, as part of which 
stakeholders (including PwC) held a meeting with the 
Department of Finance (DoF) to discuss next steps. A 
sub-group has been formed to iron out some particular issues, 
of which PwC is a member.. 
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As you can expect there are numerous lines of discussion 
regarding this topic and the landscape is constantly changing. 
We are working with the Department of Finance and Revenue 
to work through the issues regarding the legislation and how 
that interacts with Ireland’s existing corporate tax system. We 
are also assisting clients in mapping the financial impact of the 
proposed rules (even as that landscape changes). 
 
Please reach out to discuss any of the issues which are 
prevalent to your business or if you’d like to discuss or map the 
impact these rules may have on your future results. 
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Revenue 2020 Annual Report

Revenue have published their Annual Report for the year 
ended 31 December 2020. The full version of the report can be 
found here. We have summarised below the key points from 
the report from a Revenue Interventions perspective.
 
If you have any questions, please feel free to contact us.

Top Takeaways
• Audits completed in 2020 decreased by over 50% when 

compared to 2019 (due mostly to the Covid-19 pandemic 
and to many Revenue caseworkers being reassigned to 
Covid relief schemes), while the overall yield from all 
compliance interventions dropped by over 40% compared to 
2019.

• The average audit settlement for 2020 was approx. €85k, 
roughly €11k greater than the average audit settlement for 
2019. However, these statistics take smaller taxpayers into 
account, so as a result the actual average for sizable 
corporate tax payers is likely to be a lot higher. 

• By the end of 2020, Revenue initiated 31 transfer pricing 
audits (24 were initiated in 2019 i.e. 7 new audits were 
initiated in 2020), 13 of which have been finalised, resulting 
in a yield of €81.6m and a restriction of trading losses of 
€31.9m (tax effect: €4m)

Covid-19 Response
• The 2020 Annual Report recounts an unprecedented year 

for Revenue due to the effects of the Covid-19 pandemic.
• Despite the challenges of 2020, strong voluntary tax 

compliance levels were sustained with only a relatively 
marginal reduction from 2019.

• Having regard to the Government’s public health guidelines, 
tax audit and compliance interventions at taxpayers’ 
premises were suspended in March 2020. 

• However, Revenue continued to progress compliance 
matters electronically and by telephone.

• In March 2020, Revenue developed an enhanced PAYE 
system to provide a Covid-19 related wage subsidy platform 
that gave more than €2.8 billion in support to 66,500 
employers in respect of over 664,000 employees between 
26 March and 31 August 2020. 

• In March 2020, as part of a range of measures put in place 
to assist businesses experiencing trading difficulties caused 
by the impacts of Covid-19, Revenue suspended the 
application of interest on late payments of VAT and PAYE 
(Employers) liabilities.

• As at 31 March 2021, €2.3 billion of tax debt was 
warehoused for over 80,000 businesses..
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Areas Targeted by Revenue in 2020
• In June 2020, Revenue started a programme of checks on 

all employers who availed of the TWSS. By the end of 2020, 
they completed 91% of the checks. High compliance rates 
with the scheme were noted and Revenue only collected 
over €2m from 200 employers who were found to be 
ineligible. 

• The construction sector again featured prominently in the 
interventions for 2020, with a yield of over €24m 
(representing 5% of the total yield from all interventions). 
The interventions primarily focused on VAT, Employment 
Taxes and RCT. 

• During 2020, Revenue continued their compliance program 
among non-resident online traders supplying goods to Irish 
customers. As a result of these compliance activities and the 
continued growth of online shopping in Ireland, VAT paid in 
Ireland by non-resident online businesses has increased by 
almost 300% since December 2017.

• Revenue processed over 28,865 Suspicious Transaction 
Reports from financial institutions and other designated 
bodies during 2020 with the attributable yield being €1.6m (a 
significant drop from the yield of €7.6m obtained in 2019).
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Irish Tax Developments
Sharing of Information and cooperation with other tax 
authorities
• Revenue continued to make extensive use of third-party 

information, by pre-populating tax returns, refining their risk 
systems and developing analytical tools to conduct sectoral 
risk assessments and detect tax and duty evasion. 

• Revenue participated in 1,446 mutual assistance requests 
from other countries for specifically requested information 
and also made 646 such requests.

• In 2020, Revenue concluded 36 interventions on cases 
selected using information received under the FATCA i.e. 
information sharing agreement between Ireland and the US. 
These cases have yielded approx. €735,000 and 3 cases 
resulted in publication. In 2019, Revenue concluded 104 
interventions on cases which were selected using 
information received under FATCA.

• 90 jurisdictions participated in the exchange of financial 
account information relating to Irish customers during 2020 
(as provided for by legislation) which facilitated the selection 
of cases for compliance interventions.

• Revenue exchanged CbC data with 64 jurisdictions in 2020. 
This information is critical in informing high-level transfer 
pricing risk assessments and evaluating other BEPS related 
risks.

• 38 Mutual Agreement Procedures (MAPs) were completed 
during the year following engagement with Competent 
Authorities of other jurisdictions,11 of which related to 
transfer pricing and 27 relating to non-transfer pricing 
disputes.

• Negotiations were held in relation to 22 Advance Pricing 
Agreements (APAs) requests during the period, with 5 being 
granted to prevent transfer pricing disputes arising.

Proposed redesign of Revenue’s Compliance 
Interventions Framework

On 27 April, at the Tax Administration Liaison Committee 
(“TALC”) on Revenue Audits, Irish Revenue announced a 
proposed redesign of its Compliance Interventions Framework.

The framework will comprise three distinct, graduated ‘Levels’ 
(Level 1, Level 2, Level 3). See further details of these levels 
below.
• Level 1 interventions are designed to support taxpayer 

compliance and allow for self-review, self-correction and the 
option to make an ‘unprompted voluntary disclosure’. These 
interventions include, inter alia, non-filer reminder 
notifications, real-time prompts to taxpayers during the 
making of returns; requests to groups of taxpayers to 
self-review on specific issues and engagement under 
Cooperative Compliance Framework agreements.
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• Level 2 interventions occur where Revenue notifies a 
taxpayer that a tax Audit or Risk Review (formerly an Aspect 
query) is to begin in 21 days. This provides the opportunity 
to make a ‘prompted qualifying disclosure’.

• Level 3 interventions are generally carried out as 
investigations and occur in egregious cases where there are 
indications of serious tax or duty evasion or fraud. In 
circumstances where Revenue issues an investigation 
notification to a taxpayer the opportunity to make a 
prompted or unprompted disclosure is not available.

In short, the main difference is that an Aspect Query will be 
rebranded as a "Risk Review" going forward. A Risk Review 
will be classed as a Level 2 intervention, meaning that 
taxpayers will no longer be able to make an unprompted 
disclosure after a notification has been issued. Furthermore, 
taxpayers will not be able to make a prompted disclosure 21 
days after the notification has been issued. Obviously this is a 
significant change and one which presents real risks for 
companies, in terms of penalties/publication. 
These proposals are still in their infancy and Revenue has 
committed to engaging with practitioners through TALC to 
ensure that (i) our concerns are heard/addressed and (ii) the 
framework is adequately defined in the Code of Practice. 
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Irish Tax Developments
Agreement on international tax must facilitate 
Irish corporate tax rate

A seminar on international taxation, hosted by the 
Department of Finance, took place on Wednesday, 21 April. 
Minister for Finance, Paschal Donohoe TD, in his opening 
address discussed Ireland’s commitment to reaching an 
agreement on the OECD Inclusive Framework’s latest 
iteration of the BEPS project while also emphasising Ireland’s 
commitment to the Irish 12.5 percent corporate tax rate. 
Minister Donohoe stated that international agreement on 
global tax reform must facilitate healthy and fair tax 
competition.

The Minister said that the Irish corporation tax rate “can 
contribute to Exchequer revenues for investment in 
infrastructure and capacity, and one that can also stimulate 
investment, growth and innovation, which are core to 
Ireland’s industrial policy.” He described it as “a fair rate and 
within the ambit of healthy tax competition”.

Cessation of LIBOR

The London Interbank Offered Rate (LIBOR) is being phased 
out for all key currencies by the end of 2021. As an overall 
consequence of the current LIBOR reform, taxpayers need to 
revise their intercompany arrangements to introduce new 
reference rates and properly address respective differences 
in risk profile and term structure.

This topic was a topic at our most recent breakfast briefing. 
We’re working with a lot of clients on this change - from a 
transfer pricing implications perspective, and a wider 
business perspective. In summary, this transition is 
relevant because;
• Most internal and external arrangements have some 

reference to LIBOR in them (loans, cash pooling, late 
payment clauses, etc) - it is a significant exercise to 
identify agreements requiring update.

• A new base rate needs to be selected. Work needs to be 
carried out to see how the replacement rate might 
impact the margin/spread applied - particularly important 
in a group context. The new reference rates are not 
necessarily fully aligned to LIBOR. (Loans and late 
payment clauses typically take the form of 
LIBOR/EURIBOR plus a margin%.)

• Changing reference rate may have wider corporate tax 
implications - could this constitute a new arrangement? 
Of particular relevance in a s247 context.

• Documenting this rate change will be important. This 
may be an addendum or side letter to the agreement 
with the new reference rate or include provisions for a 
transition at a certain date.

• Proper support and documentation of all adjustments to 
the margin as a result of the adoption of a new reference 
rate will be important, to the extent needed in the future.
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International Tax Developments
G7 Finance Ministers commit to Pillars One & Two, including global 
minimum tax rate of ‘at least’ 15%

As widely reported in the media, the G7 (Canada, France, Germany, Italy, Japan, the 
United Kingdom and the United States) announced that they have agreed that Pillar 1 
and Pillar 2 should become a permanent feature of the international corporate tax 
system. 

Pillar 1 aims at re-allocating more income to markets with a simple formula. The G7 
supports a formula implying that 20% of the profit above a 10% margin be allocated to 
the market. There is no official statement on the turnover threshold establishing which 
groups will be in scope, nor any official indication of excluded sectors. 

Pillar 2 establishes a minimum tax system. The G7 supports a minimum rate of at least 
15%. Despite no official statement by the G7, the OECD Blueprints released in October 
2020 indicated the new regime will apply to MNEs big enough to have to file a 
Country-by-Country report (EUR 750m in global turnover). With the exception of the 
funds industry, all sectors are thought to be in scope. 

The G7 also agreed on the removal of all Digital Services Taxes once the new 
international tax rules are in place. It remains unclear which other unilateral measures 
would be repealed in the wake of the agreement. 

The G7 also agreed on the removal of all Digital Services Taxes once the new 
international tax rules are in place. It remains unclear which other unilateral measures 
would be repealed in the wake of the agreement. 

The G7 now has to convince the wider group of the Inclusive Framework, a group which comprises 
over 130 countries of different sizes, different stages of economic development and hence, with 
different views on how the international tax system should be shaped. Nonetheless, the probability of 
a full agreement on both Pillars has significantly increased. The next expected step is that the G20 
will announce an initial high level agreement at their next meeting at the beginning of July with more 
details being released later in the year. Many technical details on both Pillars remain to be defined 
and negotiated.

Should you want to discuss how Pillar 1 and 2 will affect your business model, please let us know.

In addition to the above, please see a link here to the Tax Policy Alert on this issue from our global 
tax policy team.
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International Tax Developments
American Jobs Plan/Made in America Tax 
Plan

On 1 April 2021, the Biden Administration released their 
proposals on significant infrastructure spending which 
they are calling 'The American Jobs Plan'. This plan 
details ambitious spending on roads, bridges, utilities 
and other needs over the next 8 years. An American 
Families Plan was also released, focusing on further 
expenditure on education, health care and child care. 

Subsequently, in May, the US Treasury released a 
114-page “Green Book” general explanation of tax 
proposals included in President Joe Biden’s fiscal year 
(FY) 2022 budget submission to Congress so as to help 
offset the $4.1 trillion combined cost of President Biden’s 
American Jobs Plan and American Families Plan.

The corporate tax proposals include; 
• Increasing the corporate tax rate from 21% to 28%; 
• Increasing the GILTI tax rate by reducing the Section 250 

deduction from 50% to 25% (to achieve a 21% GILTI rate 
assuming a 28% corporate income tax rate), applying GILTI on 
a per-country basis, and eliminating the 10% deduction for 
qualified business asset investment (QBAI); 

• Replacing the Base Erosion and Anti-Abuse Tax (BEAT) with a 
Stopping Harmful Inversions and Ending Low-tax Developments 
(SHIELD) provision, which would deny tax deductions to 
domestic corporations when certain payments are subject to a 
low tax rate; 

• Repealing the deduction for foreign derived intangible income 
(FDII); 

• Imposing a 15% minimum tax on corporations with book income 
above $2 billion; 

• Limiting foreign tax credits from sales of hybrid entities; 
• Restricting deductions of excessive interest of members of 

financial reporting groups for disproportionate borrowing in the 
United States; 

• Disallow deductions attributable to foreign gross income that is 
exempt income from US tax or taxed at preferential rates; 

• Further limit the ability of domestic corporations to expatriate; 
• Eliminating tax preferences for fossil fuels (including the 

enhanced oil recovery credit, expensing for intangible drilling 
costs, and percentage depletion for oil and natural gas wells) 
and reinstating Superfund taxes
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There are also some individual tax proposals including; 
increasing the top individual ordinary income tax rate from 
37% to 39.6%, taxing capital gain and qualified dividend 
income at ordinary rates for individuals with income above 
$1 million, and limiting the use of “step-up in basis” rules. 

The tax increase proposals would be effective for tax years 
beginning after December 31, 2021, while some would be 
effective for tax years beginning after the date of enactment.

Full details of the Green Book can be found here. Please let 
us know if you’d like to discuss further. 
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International Tax Developments
The European Commission proposal to address 
distortions caused by foreign subsidies

The European Commission (“EC”) proposed a new regulation 
on 5 May to address foreign subsidies, which in certain cases 
are seen to be distorting the internal market. This proposal 
aims to ensure a level playing field in the internal market. This 
proposal is an important next step which follows the EC’s 
publication of a White Paper on distortive subsidies in June 
2020. The White Paper set out several approaches to address 
distortive effects caused by foreign subsidies. The proposal is 
part of the broader EU 2020 industrial strategy driven by the 
principle of ‘enhancing strategic autonomy.’

The proposal will be open for public feedback until 8 July 2021. 
Once the trilogue negotiations are complete (discussions 
between the European Commission, European Parliament and 
European Council, where they will seek agreed regulation 
text), and the final regulation is adopted on the basis of a 
qualified majority vote in Council and simple majority in 
Parliament, the regulation will directly apply across the 
European Union six months from the date of entry into force. 

This proposal may result in an increased regulatory burden for 
businesses outside the European Union that wish to invest in 
or otherwise enter the EU internal market. Furthermore, it 
could result in increased scrutiny for mergers and acquisitions, 
and a prolonged public tender process, to name just some of 
the potential impacts.

European Commission releases 
‘Communication on Business Taxation for the 
21st Century’

The European Commission released a “Communication on 
Business Taxation for the 21st Century” on 18 May, setting 
out its long-term vision and short-term legislative agenda. 
The aim is to align the EU tax framework with the new 
realities of the globalised and digitalised economy 
post-Covid, and to ensure that Member States’ tax systems 
are fit for purpose. In the Commission’s words: “the EU 
needs a robust, efficient and fair tax framework that meets 
public financing needs, while also supporting the recovery 
and the green and digital transition by creating an 
environment conducive to fair, sustainable and job rich 
growth and investment”. 
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The Communication sets a tax agenda for the next two 
years with five key actions: 

• Action 1: Table a legislative proposal for the publication 
of effective tax rates paid by large companies, based on 
the methodology under discussion in Pillar 2 of the OECD 
negotiations (by 2022) 

• Action 2: Table a legislative proposal setting out union 
rules to neutralise the misuse of shell entities for tax 
purposes (ATAD 3) (by Q4 2021) 

• Action 3: Adopt a recommendation on the domestic 
treatment of losses (alongside Communication) 

• Action 4: Make a legislative proposal creating a Debt 
Equity Bias Reduction Allowance (DEBRA) (by Q1 2022) 

• Action 5: Table a proposal for BEFIT (Business in 
Europe: Framework for Income Taxation), moving towards 
a common tax rulebook and providing for fairer allocation 
of taxing rights between Member States (by 2023).

If you have any questions in relation to the above actions, 
please just let us know. 
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France updates list of noncooperative states 
and territories

France has updated its non-cooperative states and territories 
(NCST) list in a February 26, 2021 decree (published on 
March 4, 2021). According to the French tax code, this list 
should be updated every year. The list was last updated in 
January 2020. 

Transactions with entities established in countries on the 
French NCST list lead to the application of anti-avoidance 
measures and potential withholding taxes at the increased rate 
of 75%. 

Bahamas and Oman have been removed from the list effective 
March 4, 2021. However, Palau and Dominica have been 
added (this addition will apply effective June 1, 2021). Effective 
June 1, France’s NCSTs will include Anguilla, Panama, British 
Virgin Islands, Seychelles, Vanuatu, Dominica, Fiji, Guam, 
American Virgin Islands, Palau, American Samoa, Samoa and 
Trinidad and Tobago.

Cyprus addresses DAC6 , prevention of tax 
abuse, and treaties with Egypt and Germany 

The Cyprus Parliament on March 18 approved the draft Bill 
amending the Law on Administrative Cooperation in the Field 
of Taxation, implementing DAC6.

In addition, the Cypriot Ministry of Finance (MoF) submitted 
two bills to Parliament to amend tax legislation to strengthen 
Cyprus’ tax framework for preventing tax abuse, tax evasion, 
and tax avoidance (the “bills”). The bills, which currently state 
that they would be effective July 1, 2021, include the following 
proposals:

For payments to companies in jurisdictions on the EU 
‘blacklist’ (i.e., companies in jurisdictions included in Annex I of 
the EU list of non cooperative jurisdictions on tax matters), 
withholding taxes (WHTs) are introduced (or, in the case of 
royalties, expanded) as follows:

• for payments of dividends, WHT at a 17% rate
• for payments of passive interest, WHT at a 30% rate 
• for payments of royalties, WHT at a 10% rate.

The PwC Insight can be found here with further information.
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Canadian Federal Budget

On 20 April 2021, the Canadian government released its first 
federal budget in 2 years. We have listed some of the main 
highlights below:

The budget:
• Extends existing COVID-19 emergency business supports 

to September 25, 2021 and introduces the Canada 
Recovery Hiring Program 

• Provides immediate expensing of up to $1.5 million per 
taxation year of capital property acquisitions to 
Canadian-controlled private corporations (CCPCs)

• Enhances Canada’s mandatory reportable transaction 
disclosure rules, subject to public consultation

• Provides further details of a proposed digital services tax, to 
be effective January 1, 2022

• Reduces corporate tax rates on eligible zero-emission 
technology manufacturing and processing income

• Limits the deductibility of interest by corporations, trusts and 
partnerships to a percentage of tax-basis EBITDA 

• Amends and clarifies proposals on the application of Goods 
and services tax/Harmonized sales tax (GST/HST) to 
e-commerce

• Proposes a new tax on the unproductive use of Canadian 
housing by foreign non-resident owners 

For further information, the PwC insight can be found here.
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EU/US Tariffs

Further to past updates on the trade disputes between the 
European Union and the United States with regard to large 
civil aircraft, we understand that, further to the 4 month 
suspension of tariffs announced in March, each side now 
intends to suspend application of its countermeasures for a 
period of 5 years. It is expected that a legislative measure will 
be published in the coming days in the EU’s Official Journal to 
give effect to this 5 year suspension.

If you have any questions on the EU/US tariffs, please do not 
hesitate to contact us. 

Bermuda Economic Substance Non Compliance 
Letters

Please note that we understand the Bermudan Registrar of 
Companies (the “Registrar”) has started issuing notices of 
non-compliance to entities that submitted non-compliant 
Economic Substance Declaration (“ESD”) filings in June 2020 
for the financial period 1 January 2019 - 31 December 2019. 

We understand that the letters reference section 6(1)(a) of the 
Economic Substance Act (the “Act”), as read with section 
9A(1) of the Compliance Measures Act, which requires the 
Registrar to notify the Minister of Finance (the “Minster”) that 
an entity has failed to meet the economic substance 
requirements for 31 December 2019 and provide him with the 
information contained in the Declaration.

In addition and as per section 6(2) of the Act, the Minister is 
required to provide said information to the foreign competent 
authority of any relevant EU member state or other jurisdiction 
in which (a) a holding entity, (b) the ultimate parent entity, (c) 
an owner, or (d) the beneficial owner of the entity is 
incorporated, formed, registered or resident.
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If an entity receiving this letter believes the declaration has 
been made in error, it has seven days to revert to the Registrar 
by providing a letter by email with the errors made and with the 
correct information. Otherwise, if the entity agrees with the non 
compliant declaration, a detailed plan must be provided to the 
Registrar by email within two weeks of the date of the letter 
that specifically outlines each breach, the steps to remediate 
the breach and the timeline for completion.

If you’ve received these letters or would like to discuss, please 
just let us know. 

HK stamp duty increase on share transfer bill 
passed

Further to a bill proposed earlier in the year, Hong Kong has 
passed a bill increasing the stamp duty applicable on share 
transfers. 

In spite of a lot of opposition and lobbying efforts, the bill was 
passed by the legislative council on 2 June. Stamp duty on 
stock transfers will increase from 0.1% to 0.13% (for both 
buyer & seller, i.e. effective 0.26% SD on value of shares 
transferred) with effect from 1 August 2021. The bill is 
expected to be officially gazetted shortly.
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Public Country by Country Reporting Update

On 1 June 2021, the EU Council reached a provisional political 
agreement with the European Parliament’s negotiating team 
on the proposed public CbCR Directive (see press release 
here). The European Parliament is expected to approve the 
deal in the ECON/JURE Committee vote on Monday 14 June.
 
The agreed text requires multinational enterprises or 
standalone undertakings with a total consolidated revenue of 
more than €750 million in each of the last two consecutive 
financial years, whether headquartered in the EU or outside, to 
disclose publicly income tax information in each EU Member 
State, as well as in each third country listed in the EU blacklist 
for non-cooperative jurisdictions or listed for two consecutive 
years in the EU grey list. There will be a fourth-year review 
clause to allow co-legislators to reexamine the issue of third 
countries.
 
The directive provides for a complete and final list of 
information to be disclosed. The reporting will take place by 
means of a common EU template and in machine readable 
electronic formats. 

The reporting will take place within 12 months from the date of 
the balance sheet of the financial year in question. The 
directive sets out the conditions under which a company may 
obtain the deferral of the disclosure of certain elements for a 
maximum of five years. 
 
Member states will have 18 months to transpose the directive 
into national law. Four years after the date of its transposition, 
the Commission shall report on the application of the directive.

European Commission publishes 2021 annual 
report on tax

The European Commission published the 2021 Annual Report 
on Taxation, a yearly review of Member States’ tax policies and 
their contribution to the priorities of the EU. The report finds 
that annual tax revenue in the EU was stable in 2019 across 
Member States, with slight reductions in the average tax 
burden on labour and corporate tax.
 
The annual report outlines that Member States have continued 
to introduce new tax measures to support innovation and 
productivity, address the corporate debt bias and reduce the 
time it takes to comply with taxes.
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The report found that while environmental taxation can be a 
useful policy tool to help achieve climate and environmental 
policy goals and contribute to economic recovery, the report 
shows that it is still underused in many Member States. 
Several EU Member States have raised taxes on tobacco, 
alcohol, and soft drinks to improve public health.
 
The report also pointed out that the COVID-19 pandemic 
forced Member States and the EU to react with an 
unprecedented range of measures, including tax measures 
and direct support for households, businesses and the health 
sector.
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Airlines accused of lobbying against stronger 
EU climate policy

Aviation giants including British Airways' parent company 
International Airlines Group (IAG) and Ryanair have been 
accused of opposing proposals for stronger climate policy in 
the European Union (EU), as the bloc works towards a 2050 
net-zero target.
 
The accusation comes from think tank InfluenceMap, which 
last week published a new report ranking major airlines on 
their climate policy engagement. Sources of information used 
to compile the report include freedom of information requests, 
public comments to the media, media op-eds from executives 
and documents emailed to EU commission staff from airlines 
directly and from trade bodies in which they participate.
 
The sector, as a whole, is accused of being “one of the 
strongest opponents of climate policy in Europe”. 
InfluenceMap explains that while major players have 
repeatedly spoken in support of the EU’s long-term, top-line 
climate target, they have opposed specific national and 
bloc-wide regulations that would accelerate decarbonisation.

Airlines are accused of lobbying for Covid-19 bailout funding 
without environmental conditions, against an EU jet fuel tax, 
against higher carbon prices and against higher ticket taxes for 
flights, for example.
 
For further detail on the above, please follow this link.

Green pre-Budget submission

In support of Ireland's decarbonisation journey, PwC has 
launched its Green pre-Budget Submission, in advance of 
World Environment Day, 5 June. The Submission focuses on 
the tax levers the Department of Finance could consider that 
would signal Ireland's commitment to tackling climate change 
and support decarbonisation efforts across the economy and 
society as a whole. There is a range of ideas across a number 
of industries and sectors.

We have considered the key areas on the road to 
decarbonisation in our recent insight which can be found here.
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United Arab Emirates and Israel sign Double 
Tax Treaty

On 31 May 2021, the United Arab Emirates (UAE) and Israel 
signed a Double Tax Treaty (DTT). According to Israel’s 
Ministry of Finance, the DTT incentivises business 
development between the countries after they normalised 
relations in 2020.

Based on the OECD Model Tax Convention, the DTT’s primary 
focus is to avoid situations of double taxation. Because the 
UAE currently does not levy corporate tax (except from oil and 
gas producing companies and branches of foreign banks) or 
any withholding tax, the DTT will primarily be effective for 
Israeli inbound investments. 

Based on our initial review, aircraft lease rental payments 
should fall to be treated as Royalties for the purposes of the 
DTT and subject to WHT at 12%. For reference, the Irish treaty 
with Israel gives rise to a 0% WHT position on lease rentals 
where the aircraft is operated in international traffic.

Indonesia ratifies the DTT with UAE

On 4 May, Indonesia ratified the DTT it has negotiated with the 
UAE.

The treaty will enter into force upon the exchange of ratification 
instruments, and its provisions will generally apply from 1 
January of the year following its entry into force. Once in force 
and effective, the treaty will replace the existing agreement, 
which was signed 30 November 1995, and has been in effect 
since January 1, 1997.

The new DTT provides for a 5% WHT on Royalties, which 
include the payment for the use of or right to use commercial 
equipment. Ireland does not have a DTT with Indonesia. 

Russia terminates Dutch tax treaty, protections 
end in 2022

Russia’s notice to terminate its double tax agreement with the 
Netherlands signifies the country’s determination to 
renegotiate a range of treaties to increase withholding tax 
(WHT) on interest and dividend payments.
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Treaty Updates
During April 2021 it emerged that the Russian government had 
approved a legislative initiative to denounce the Russia – 
Netherlands tax treaty and had submitted a bill to this effect to 
the State Duma, the lower chamber of the Russian parliament. 

The termination of the double tax treaty between Russia and 
the Netherlands will cause Russian withholding tax rates to 
rise to 15% for dividends and 20% for interest and royalties. 

It is important to note that when the tax treaty is terminated, 
the increased Russian withholding tax on interest and royalties 
will likely not be creditable against any Dutch corporate income 
tax due on such income. This could result in double taxation. 
Moreover, the termination of the tax treaty may also impact 
“dual resident” entities which are tax resident in both Russia 
and the Netherlands, and which currently rely on the tax 
residency tie breaker of the treaty to avoid double taxation. In 
the absence of a tax treaty, such dual resident entities could 
be faced with double taxation.
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Upcoming Events

● PwC Asia Pacific Financial Services Tax Webcast 
Series (23 June) 

● SAVE THE DATE: 7 July 2021: Our next (Virtual) 
AFTDN Meeting. 

Recent Webinars

● How will the G7 commitment to Pillars 1 and 2 impact 
your business?

● Tax Breakfast Briefing - 15 June 2021. Please contact 
us if you missed this.
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