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Belgium / tbFB

- The new Innovation Income Deduction (lID)
PERURT B am IR,

The Belgium government has re- ECF B BT B HE I T — T B9F ISGRS
cently given the green light for the B TE——RIFTWES IR, FTRORIMOR

new tax incentive, Innovation Income S S ERGEFI GO | LESE
D tion(lID). Th tax i ti . S
eduction(liD). The new tax incentive .y pyaoaisrzzn,
will replace the former Patent Income
Deduction in order to help stimulate

innovation in Belgium.

Qualifying intangibles
MERBIT &R

The Innovation Income Deduction will CIFTW R IRE R F LA T RIRAR
apply to the following IP rights:

» Patents and supplementary protection SR RN FRITES :
certificates;

» Copyright protected software, provid- AL S0 B A TR AR AU

ed that the software results from a re- it SEaRRT A RIS TEEER
search and development (R&D) proj- BB
¢ —5 -

ect or program, as defined in the rules
on the partial payroll tax exemption for
researchers;



» Orphan drug designations, requested
or acquired as of 1 July 2016 (for the
first 10 years);

» Data and marketing exclusivity grant-
ed by the authorities, notably for me-
dicinal products (also limited to the
first 10 years);

» Plant breeders’ rights requested or ac-
quired as of 1 July 2016.

The deduction applies to self-devel-
oped IP rights as well as IP rights ac-
quired or licensed from related or un-
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2016 £ 7 B 1 HRIHIBEEREAIFE
BZIANE (B1+F) |

-SREFHEESHHRAN , 5512
Ear-m (RAFERRTETEF) |

2016 7 B 1 HRIHIBEEREAIE
DR .

XIS AT B R A ERA=AL
RIS = T BT R AR AT
BORTRFAY,

related third parties.

Qualifying innovation income

e RBAYeIFI

RREGHRANER , LITKEmRAA
FHYBB AR P

To match the OECD requirements, the
following incomes will be qualified in
the new tax incentive:

» Revenues from licenses (license
fees);

FFPERIIN (FFIRERZE ) |

» Innovation income included in the
sales price of products and services
(so-called embedded royalties);

B EEFmAIIRS HENTEERIBIHTIL
AN (BRANEFIERZE ) |
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» Innovation income embedded in the BEEEFIREPRIFTINE ;
application of production processes

» Damages from IP infringement (court  RIBARNRFRFMERAURK (iEBFIR |
decision, amicable settlement or insur- RS RIGEE )

—l:lv—o—

ance settlement)

» Capital gains realized by selling of IP BT HEMNRE SIS A (=
rights (subject to a re-investment con- B SRR ) |
dition)

the amount of IP income that serves  smioresy \fESETHIRSSREE AT EI L
as the basis for computing the deduct- R RS R
ible amount should be determined on

the basis of the nexus ratio.
BRELERE— MR A FE R EINER

The nexus ratio is a restricting factor o
o ° MISTERIY ( TAEE R ) S2CEtTs
that only applies in case the IP was

acquired (and not self-developed) or in AR AR TEA. B
case certain R&D costs were borne by PRI ERSIIRIET 7 S AERIRIAA
intragroup companies. The nexus ratio ARSI,

thus ensures that the tax advantage

of the innovation income deduction is

granted to the taxpayer who has per-
formed the actual R&D activities.

Conclusion

Zie

In conclusion, the new tax incentive RZ , #FERKCEIEREARAXE—1F

has become not only an opportunity, #;8 , BEFTtEE—/NFHkkk.
but also a challenge.
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» The deductibility has risen from 80% to - B55HiRM 80% 18FE] 85%.
85%.

» The scope has be expanded from pat- - ZFASEEEENEFRINEERAERE
ents and know-how to other forms of  FUEMhFZBITRLET |, GIAIEF]. R4

intangibles, such as Patents, software,  =mzewy iy ErRIURKIESTZ®R
orphan drugs, breeders’ rights, data g

and marketing exclusivity...

» The deduction is now based on net in-
come instead of gross income.

- BRI LSRN TUAERL | TIAE

BRI
» Time of applicability has been extend-
ed from the receival of the patent to

. - &R A TR HiE IR Z BT SE{ER E FR
submission of the patent.

_ BB Z AT,
» The unused deduction can be trans-

ferred to the next accountable years.

. . - KMERIORE AT LSRG FE.,
» The anti-abuse rule will take the Nexus

approach into account, some compa-
nies might need to review their opera-  ~ ‘= P BIR IS IS A ISE AERELL

tional structure in order to fully obtain ~ F5iA , RA—EARAGRIRREEEEE

the benefit of this incentive. HEEEHLEEN , LMEFR S IREIXIR
MR RYEFAL

If you have any questions about the new Innovation Income Deduction, please feel free

fo contact us, our Tax Team will be at your service anytime.

NERIEXIFRIBIFTIS RN TR | IILSBATERFR | Bl IRIRRSS EIRARERT 1S ARSS

Anthony Meul
Anthony.meul@vgd.eu
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Czech Republic / #5%

- Changes in income taxes effective 2017 and other news
2017 FFiEf e I E EhiE

CHANGES IN INCOME TAXES EFFECTIVE 2017
2017 S ANFrERSE]

In connection with the termination of BMW\2017F 1B 1HFEEMEEES
the pension saving funds (the so-called (FHEME - ) WRIE, B

second pillar), effective 1 January RS TEEIEMBERS R ASE

2017 (i.e. f he 2017 i h -
017 (ie. from the 2017 tax period) the ooy | 1o = o7 R RN REE
Czech government raised the ceiling

(377/2015 Sb. E5%% ) :

for non-taxable pension and life insur-
ance payments made by employers,
and increased the tax deductible pay-
ments made by employees (Act No.
377/2015 Sb.):

» Employees will be exempted from pay- -XERFAAFESITH. ExRiTHFE
ing income taxes on payments made gy ( FRBME=XH ) IURAEE(F

by their employers of CZK 50 000 per  gozna \ A iRisrhiEE R R AN
year (previously the ceiling was CZK R SIS S 50 000

30 000) as contributions to the em- o
ployees private retirement pension HE5RFeBA ( ZAIA 30 000 5256 )

schemes, supplementary pension LAPSHISRAE R
scheme with state contributions (the

so-called third pillar), pension insur-

ance and private life insurance.



» Taxpayers will be allowed to deduct from
their tax bases the amount of CZK 24
000 (previously CZK 12 000) paid by
themselves as contributions to their own
private retirement pension scheme, pen-
sion insurance and supplementary pen-
sion scheme (the so-called third pillar).

» Taxpayers will be allowed to deduct from
their tax bases private life insurance pre-
miums paid by themselves. The maxi-
mum amount per tax period will be CZK
24 000 (previously CZK 12 000).
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SIPFRABIFAAFTE ST |, FRERIEH
I FEFE ST PN ABIIIER D ETLATE
FMEIREERNZS 24 000 #5558 (2
/9 12 000 5288 ) LARBISRAEER,

IR ARIRAANTF IR T AZIZRRIER
PHLESTIHRFEERNZR 24 000 £
Se5ohA (2RI 12 000 5288 ) LARASR
fIEEH,

INCREASE IN THE MINIMUM SOCIAL SECURITY AND HEALTH INSURANCE
PAYMENTS OF SELF-EMPLOYED PERSONS

X MA T PRSI RE RRICHI AR S5

Social security of self-employed persons
in 2017

Maximum and minimum assessment bas-
es of self-employed persons are linked to
the amount of average wage (which was
raised in the Czech Republic in 2017).
The maximum assessment base of social
security payments will increase to CZK 1
359 552 in 2017. The minimum advance
payment for social security will increase
by almost CZK 100: from CZK 1972 to

_6_

2017 FMEAL BRI R EER

M IBPHNEERRETLEESFY
THRESW (FERPTRAE 2017 F5AT
’BE ). tRNESIHEEREE 2017 F
791 359 552 £E5asabf, HHIRAIERIRTNES
ENES 7T 100 #25e5ebl , M 19725
FAfREE) 2061 7eff. XIF RIRMHERIMNR
SHMAIER , NN REREEEEH
789 1E5e e RAIREE 825 FEFesehA,



CZK 2061. If self-employed persons
perform an additional activity only, then
their minimum advance payment will in-
crease from CZK 789 to CZK 825.

Health insurance of self-employed per-
sons in 2017

The new assessment base has led
to changes in advance payments for
health insurance. The minimum ad-
vance payment for health insurance has
increased from CZK 1823 to CZK 1906.
Self-employed persons must pay the
higher advance payment for January
2017 alreadly.

Higher threshold of solidarity tax

» If the sum of revenues included in the

partial tax base under sec. 6 (revenues
from employment) and the partial tax
base under sec. 7 (independent gainful
activity) for the entire year exceeds the
threshold, the excess will be subject to
the solidarity tax.

» The threshold is calculated at the av-
erage wage multiplied by 48 (average
wage is to be calculated in compliance
with the act regulating social security
premiums), which is illustrated as fol-
lows:

_7_
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2017 MR TR RERR

TN E SR R R TR
M EE., fEERREHNRETREFER
F 1823 R RAiR SR 1906 5
5. MATEFE 2017 51 Bie
AN S RO TR

BIEERE RIR S

WNRBFENARERSE 6 THER
N (FALUEAN ) #0565 7 TSIt ERY
N (3RIZW &S] ) RIS E R
BURIER , B EEZHNE

HRAERIIFIITRAY 48 & (YT
BBt REAETR ) .
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Thresholds of solidarity tax 2016 2017

Monthly amount 108 024 CZK 112 928 CZK

&R R 2016 & 2017 &£

BEEER 1296 288 ThA 1 355 136 55BH

Electronic records of sales (EET): 2nd stage from 1 March 2017

FFHEICR (EET) : 2017 3 B 1 BEFEABMER

In March 2017, a new obligation for 2017 F 3R, " MXFMHESEF
wholesalers and retailers will come into EMENALER BB FHEED
effect: to report their cash revenues via = (EET) IREEIMEUIA. EET AT
electronic records of sales (EET). The HMBIER T RN R EFTE

2nd stage of EET applies to wholesale s— AR 3S 45.1, 45.3, 45.4,
and retail businesses shown in NACE 406 T 47 (R STER , BIEE
classification under codes 45.1, 45.3, IARIEEDAY -
45.4, 46 and 47. Namely, they are the

following business activities:

»45.1 Motor vehicle trading, excluding 451 M EHRS | FNOIEREEE
motorcycles

> 45.3 Motor vehicle parts and accesso-  “4>3HEIFERTRMRS  AEE
ries trading, excluding motorcycles EitE



» 45.4 Motorcycle trading, including
motorcycle parts and accessories
(the 2nd stage of EET does not ap-
ply to the repair and maintenance
of motorcycles)

» 46 Wholesale, excluding motor ve-
hicles

» 47 Retail, excluding motor vehicles

All entrepreneurs dealing in the
trades listed above will have a duty
to report their sales via EET, re-
gardless of whether it is their main
or additional activity. From 1 March
2017, the entrepreneurs who per-
form the listed trades as additional
activities only will also have to re-
port via EET (however, if the sales
of an entrepreneur in the specific
place of business meet the criteria
of a minor activity, then the tax ad-
ministration will not exact the elec-
tronic reporting of sales, until the
entrepreneur is obliged to report
sales on his major business activ-
ity, or until he exceeds the limits of
a minor activity).

The General Financial Directorate
issued its explanation of the defini-
tion of a minor activity in its instruc-
tion version 1.0 of 31 August 2016.
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AS54 BIRER S, BIEEIEESEE
H ( EMER EET FMEREEITE %
1BIRFE )

46 fitk , AEIENENER

47 BE |, NEENEER

TieREERRIIMNEEISS | i
NEERZEEFNNATDEENS
@i EET IREHHERR. M 2017
F3I/18FE, BLALSIERS
RBIENFINREENNLTBEE
EiEid EET # TS (MRAFTE
— R EWNHENGXREEE RN
W | BRARSHIRFRINTENS
REEFELTENRIHEBFRNT
BEEBHERELSEEERT
DA BEKRREBFHERS ) .

MEEE 2016 & 8 B 31 HAZRAY
1E5 IS 1.0 R T RBEEETRY
EX.



In February 2017, the General Finan-
cial Directorate issued additional infor-
mation on minor activities.

Sale of goods manufactured by en-
trepreneurs is deemed to be neither
wholesale nor retail and it will be sub-
ject to the next stage of EET starting 1
March 2018.
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F2017F 28, UBIEE AR TX
FREZEENNEMEE.

NEHEBT TR AIINATERE
M XEpo W SEEIER 2018 £ 3
B 1 Bi2434RY EET T—RERAIA
TE.

OPINION OF THE GENERAL FINANCIAL DIRECTORATE CONCERNING

ONLINE PAYMENTS
MBS E R TR ESZTRIEL

On its website, the General Financial
Directorate issued its opinion on the
moment when internet payments are
deemed to be realized and must be re-
ported electronically via EET. The tax
administration and the customs office
will accept later reports of sales in the
cases where a taxpayer was not able
to perform his duty to report via EET at
the moment stipulated in sec. 18 (2) (b)
of the Act on the Electronic Records of
Sales.

Written by
Magda Vecerova

magda.vecerova@vgd.eu
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ME&'*‘%?‘HMEJ:?EH:‘;‘E%W]L
XATARIZ@I EET #iTIRE. &
MIRAFBER ISR FHEICRIE
F187% (2) (b) MEAIRIEIRAS
REBRT  RMBTXEBXE
BIRKGERRIE FHERS.
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China Issued Non-Resident Financial Accounts
Tax Information Due Diligence Administrative Measures

PEAMIFEREMKASHEESRIRBAEEEDE

In May 2017, the Ministry of Finance,
the State Administration of Taxation,
and other four ministries of the Peo-
ple’s Republic of China co-issued the
Non-Resident Financial Accounts Tax
Information Due Diligence Administra-
tive Measures (hereinafter referred to
as the “Measures”), effective since July
1, 2017.

Commissioned by the G20, the Orga-
nization for Economic Co-operation
and Development (OECD) issued Fi-
nancial Account Tax Information Auto-
matic Exchange Standards (hereinafter
referred to as the “Standard”) in July
2014. The Standard was passed by the
G20 Brisbane Summit. It provides pow-
erful information tools for countries to
strengthen international tax coopera-
tion and combat cross-border tax eva-
sion. Under the G20’s vigorous promo-
tion, there are already 100 countries
(regions) committed to implement the
Standard.

_11_

20175 B , FEIVEER. EzxikR
FRBE BEAT T (IFERSH
WP EHESRINAEEENE) |
B 2017 &7 B 1 BiesLhk.

2_tEEH (G20 ) Ft , &F8
fE5KR4ELR (OECD ) F 2014 &
7 BRMERKFSREE B3k
e (LATNERR tEE” ) | IKBH
F G20 BN IESZE , IE
ERERREEE. THEED
EfREETEEONEEIA. &
G20 X A#EZT , BRIES 100
MER (KX ) FBLE ToE" .
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The Measures are intended to provide KRRHH (EEDZE) EREEE
the legal basis and operational guide- FRERRY "R R UARIE RN T E
lines for the implementation of the EBRIEMRER , IhELHE R
Standard in China by transforming the REGAERIIENIRIFES| BBEH
international standard into the specific ERRRHER] " SCRBRYE R ASR |

requirements under China’s national ERPEETERERIR I,

conditions. It is not only an important
measure for China to actively promote
the implementation of the Standard,
but also specific embodiment of China
in fulfilling the international commit-

ments.

The Measures will have minor im- (BEINE) WS LREMmEN
pact on the public, instead it will have FENEFERERAFIZIKFRIEE
greater impact on those non-residents REEBIFEREHANBERIES
who have opened account(s) in China RIS K,

or those passive non-financial entities
with non-resident controlling persons.

_12_
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China Expanded the Scope of Preferential Tax Policies
for Small and Low-Profit Enterprises

FREH AN B TSR E B B R

In June 2017, the Ministry of Finance
and the State Administration of Taxa-
tion of the People’s Republic of Chi-
na issued the Circular on Expanding
the Scope of Preferential Tax Policies
for Small and Low-Profit Enterprises
(Cai Shui [2017] No. 43). From Janu-
ary 1, 2017 to December 31, 2019, the
threshold of taxable income for small
and low-profit enterprises will be raised
from 300,000 yuan to 500,000 yuan,
and for those with annual taxable in-
come below 500,000 yuan (inclusive),
the taxable income will be determined
at 50% of the actual income, and the
applicable income rate will be 20%. At
the same time, the State Administra-
tion of Taxation also issued the State
Administration of Taxation Notice No.
2317 of 2017, which introduces the
supporting measures on tax collection
and administration.

_13_

2017 % 6 B , FEMEEL. Ezx
FRBEMT (KT K/NERFRIE
AT ERLERBESTERNEN) (1
fi (2017) 435 )., B 2017 F1
B1HBZE2019%12831H. &
INBUGREAR £ MV R EE N 40T S & b
BRER 30 FCiREZE 50 Ao, W&
R Z0F T 88T 50 BT (& 50
A7t ) B/NBYHFRIENL , EATER
1% 50% TT NRNGAFCFTISER , % 20%
R RN AL TSR, ERT,
RMFERBEET T (BRHSE
BR&E2017F5235) , HET
XAV ETEE.
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Enterprises with annual taxable income IZ B BRI SN AT TS ER1E 30
between 300,000 yuan to 500,000 yuan BITE 50 Atz BRNFERENTE
will benefit the most from the preferen- W, ERANZ@EFAR, ZLBRIEK
tial policies. The preferential policies will R EB RS, ¥ RBERRE.

reduce taxes and fees, expand prefer- FERARHRERED , BRTR
HEFNTFRERAEENTST

TEASTE.

ential policy scope, continue to stimu-
late micro-entities’ vitality, which is con-
ducive to maintaining stable and healthy
economy and social harmony and sta-
bility.

Contributed by

Gong Jian

Partner of Pan-China
gongjian@pccpa.cn
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Knowledge partner of Chinese companies in Europe

At VGD we support entrepreneurs and their investors in their ambition to
structure and to develop their businesses. In addition to our services, we
offer entrepreneurs a sounding board, by challenging your opportunities and
providing alternative ideas.

By investing in a knowledge partner you invigorate the long term success
of your business and create the platform to fully enjoy your passion for
business.

Contact VGD Chinese Desk (VGD £itIfE A EER)

Jurgen Lelie FEEd / Hanxun Su Anthony Meul
Belgium; Sint-Niklaas  Belgium; Sint-Niklaas Belgium
P+ 325245 87 40 P +32 52 45 87 40 P +32 52 40 97 20

E jurgen.lelie@vgd.eu E hanxun.su@vgd.eu E anthony.meul@vgd.eu

Contact Pan-China (hEXESITITESER)

=75 /1 Jim Wu

China; Hangzhou

P +86 571 8821 6798
E wjie@pccpa.cn



