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Andorra
Personal tax to be introduced
Andorra is to introduce a tax on personal 
income for the first time. There is 
currently no income tax for individuals.  
EU finance ministers have also agreed 
to start talks with Andorra regarding 
exchange of bank account information.

The Prime Minister unveiled details 
of the Government's bill proposing the 
introduction of a tax on individual income 
in Andorra (IRPF).   The Government has 
sought to ensure that all citizens in Andorra 
contribute, the system is simple and that 
new tax system has low rates of taxation.

The bill therefore provides for an annual 
tax-free allowance of €24,000.  Annual 
income between €24,000 and €40,000 
will be taxed at a rate of 5%, while income 
in excess of €40,000 will be subject to a 
10% rate of tax. Tax exemptions and 
deductions will be available.  Investment 
income will also be taxable, although a 
tax exemption of €3,000 will apply to 
interest income.

It is envisaged that withholding taxes 
will apply to employment income thus 
reducing the need to file an annual tax 
return for many new taxpayers. 

BDO comment
Andorra has long been considered a tax 
haven. The introduction of income tax 
and plans to exchange bank information 
are likely to be warmly welcomed in 
particular by adjoining countries.

Austria
Level of voluntary tax disclosures 
increases 
The number of voluntary disclosures to 
the Austrian tax authorities by Austrian 
taxpayers with undeclared bank accounts 
held in Switzerland has risen dramatically 
in 2013.

Austrian taxpayers had until the end of 
May to either pay a one-off withholding 
tax payment on deposits held in 
Switzerland and preserve anonymity, or 
to disclose their banking information 
to the Austrian tax authorities.  Further 
disclosures are expected in 2013 and 
beyond as the Austrian tax authority looks 
to reduce tax evasion not just involving 
Switzerland but also other ‘tax havens’.

BDO comment

Tax authorities around the world are 
increasingly looking to introduce 
measures to ensure that they are aware of 
a taxpayer’s assets and that any taxes due 
are collected.  Do expect similar measures 
in other countries.

Brazil
Share options – employment income or 
investment income?
Brazilian tax authorities have recently 
determined in two instances that social 
security is due in relation to income 
arising from share option plans as the 
income represents employment as 
opposed to investment income.

In Brazil the tax treatment depends 
on the exact nature of each stock plan 
and therefore each individual plan does 
need to be reviewed in detail considering 
risks, costs and uncertainty perspectives 
in order to determine whether the plan 
would be regarded as employment or 
investment related.  

BDO comment
Whilst the decision arising may be 
appealed, companies should review 
existing stock option plans to identify the 
potential impact of the decision.

Croatia
Croatia joins the European Union 
(EU)
Croatia joined the EU with effect from 
1 July 2013. As a result EU social security 
rules will apply.  Individuals assigned to 
or from Croatia within the EU should 
review the social security position with 
immediate effect. Employer social 
security liabilities typically follow that of 
the employee and will also be affected by 
any changes.

Malawi
New 2013/14 tax rates and PAYE 
thresholds
The Malawi Revenue Authority has 
announced tax rates for 2013/14.  These 
became effective on 1 July 2013. The new 
personal income tax table is as follows:

AMOUNT (MWK) RATE (%)
up to 240,000  0
240,000 – 300,000  15
over 300,000  30

With regard to the operation of Pay As 
You Earn (PAYE) the new measures have 
increased the 0% threshold for PAYE from 
MK 15,000 to MK 20,000 and the next 
MK 5,000 will be taxed at 15 % whilst 
the excess will be taxed at 30%. 

Namibia
New levy to apply to payrolls
Namibia is to introduce a new payroll levy 
with effect from 1 September 2013.

The levy is payable on or before the 
20th day of the month following the 
deduction. The levy must be paid to 
the National Training Authority - NTA 
National Training Fund Account. The 
rate of the levy is 1.5% of the payroll.

Employers with an annual payroll of 
N$350 000 or more must pay the levy.

There have been many questions and 
concerns raised about this new training 
levy but no response has been forthcoming 
from the tax authority. Employers who 
offer approved training programmes will 
benefit from this Fund.

New Zealand 
Foreign pension fund tax changes
New Zealand has traditionally taxed 
pension funds accumulated by individuals 
working overseas on their move or 
return to New Zealand.  Such funds 
are considered an interest in a foreign 
investment fund (FIF).  Under New 
Zealand’s FIF rules, tax is levied at a rate of 
5% of the value of the taxpayer’s interest 
in the pension fund. No further taxes are 
then due on subsequent payments from 
the pension fund.

Changes have now been proposed 
which would in future seek to tax the 
income from the foreign pension fund 
when it is received as a pension or a 
lump sum; a complete turnaround from 
the current approach, although many 
individuals have not followed the current 
FIF tax rules and reported the tax position 
correctly in any event.

New rules are to be introduced from 
April 2014 coupled with a partial amnesty 
in respect of unreported taxable amounts 
accumulating since January 2000.   

Individuals moving to New Zealand 
from other countries have a four-year 
tax exemption on overseas income which 
includes private pensions. If the pension 
fund is transferred to New Zealand within 
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the four-year exemption period, then 
no tax is payable on the transfer. Once 
the funds are invested in a New Zealand 
scheme, the scheme will pay tax on its 
investment returns.   On retirement and 
pension fund withdrawals no further tax 
is due.

If the four year exemption period has 
already passed but funds have yet to 
be transferred, then the individual can 
either choose to transfer their pension 
fund to New Zealand and pay tax at a 
rate of 15% of the amount transferred, or 
alternatively, leave the pension fund in the 
home country and pay tax on their future 
pension benefits.

In other cases where the individual is 
living in New Zealand and has transferred 
the funds after the four-year exemption 
but not paid the correct FIF tax, the 
partial amnesty will apply and there 
will be an option up until April 2014 
to pay tax on 15 per cent of the amount 
transferred. 

From 1 April 2014 existing FIF rules 
will no longer apply and individuals with 
a foreign pension fund will only pay New 
Zealand tax when they start to draw a 
regular pension or receive a lump sum 
from the fund.   Tax payable on any lump 
sum varies according to the period of New 
Zealand tax residence.

BDO comment
Individuals emigrating to or returning 
from an overseas assignment back to New 
Zealand with a foreign pension fund 
should review previous filings and take 
action before the end of March 2014.

United Kingdom
Tax consultation on UK LLPs 
HM Revenue & Customs (HMRC) 
published a consultation document in 
May focusing on certain aspects of the 
taxation of partnerships and in particular 
limited liability partnerships (LLPs).  
Many firms established as LLPs will be 
affected by the proposed changes, which 
would have effect from 6 April 2014 if 
introduced.

HMRC believes that many members 
of UK LLP’s are really ‘employees’ as 
opposed to self employed individuals/
partners.  There is no employer National 
Insurance charge (13.8%) for the latter 
class of individuals whereas there is for 
employees. The UK tax rules/regime is 
also slightly more favourable for self-
employed individuals compared with 
employees. 

Under the proposals an individual 
member of an LLP will be regarded as a 
‘salaried member’ if they are regarded as 
‘employed’ under the employment tests 
set out in HMRC’s Employment Status 
Manual. Even if the individual is not 
considered to be ‘employed’ under the 
employment tests, they will still be classed 
as a ‘salaried member’ if they receive a 
fixed salary, do not bear any real economic 
risk and are not entitled to a share in the 
profits and surplus assets of the LLP on a 
winding-up.  

BDO comment 
The consultation period has now ended.  
Changes to the current tax rules are 
expected to be implemented and all LLPs 
should be reviewing their existing profit 
arrangements and structure.

Transfer of UK pension funds overseas 
Tax relief is generally available on 
payments made by individuals into a UK 
approved pension scheme (in contrast 
to New Zealand above) with tax being 
due on regular payments subsequently 
received from the pension fund on 
retirement. Naturally individuals who 
have contributed to a UK pension fund 
may leave the UK permanently on 
emigration or may return to their home 
country following an assignment.  In 
such instances they often look to transfer 
existing funds accumulated in their UK 
pension scheme to a non UK pension 
scheme. HMRC permits this providing 
the receiving pension scheme is broadly 
similar to a UK pension scheme. 

The concept of Qualifying Recognised 
Overseas Pension Schemes (QROPS) 
therefore arises, these being non UK 
schemes that have similar features to a 
UK pension scheme. The transfer of UK 
pension funds into another jurisdiction’s 
QROPS can occur without a UK tax 
charge arising.   HMRC has recently 
published a new list of registered QROPS, 
in which nearly all of the Hong Kong-
based QROPS previously listed have been 
removed from the latest list.  

BDO comment
Do note that HMRC’s QROPS list 
identifies those foreign pension schemes 
which have submitted to HMRC 
a claim that they meet the relevant 
QROPS requirements.  The list does 
not necessarily mean that HMRC has 
reviewed or officially approved any of the 
submissions.  

HMRC’s delisting of Hong Kong 
schemes may indicate closer scrutiny by 
HMRC into transfers to offshore pension 
schemes in general. 

HMRC remittance letters 
HMRC is to send letters to all non-
domiciled UK taxpayers who claim the 
remittance basis of taxation in the UK.  
The letter will provide examples of when 
remittances may occur.

Non UK domiciled individuals 
claiming the remittance basis are only 
taxed on their earnings for non-UK duties 
if the relevant employment income is 
remitted to the UK.  In addition, non-UK 
sources of investment income and gains 
are only taxed in the UK if remitted. 
HMRC believes that many taxpayers do 
not understand what a remittance is.

BDO comment
The question of what constitutes a 
remittance is extremely complex.  
HMRC’s own guidance manual (RDRM) 
comprises several hundred pages. 
Professional guidance should be sought if 
non-domiciled individuals receive such a 
letter from HMRC.

Vietnam & New Zealand sign a Double 
Tax Agreement 
Vietnam and New Zealand have signed a 
double taxation treaty agreement. Trade 
between the two countries has increased 
substantially in recent years and this 
increase is expected to continue.

West Africa 
Single currency to begin in 2015
The member states of the Economic 
Community of West African States 
(ECOWAS) being Benin, Burkina Faso, 
Cape Verde, Gambia, Ghana, Guinea, 
Guinea-Bissau, Ivory Coast, Liberia, Mali, 
Niger, Nigeria, Senegal, Sierra Leone and 
Togo are planning to introduce a single 
currency with effect from January 2015. 
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