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Example 3 
 

• A non-resident company (NR Co) (which is resident in low tax country R) operates a freezing 
 vessel through a contract with a company (S Co) in source country S. 
• All activities of NR Co (fishing, processing fish, freezing) take place in international waters, 
 but its only client is located in country S. 
• NR Co unloads fish always in the same port in country S (near client premises) and receives 
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Example 22  
 

• Z, a resident of Country A, owes money to Y, a resident of Country B. Z enters into an 
 arrangement with its creditors whereby part of the debt owed to Y is written off. Under the 
 Country B tax law Y can deduct the amount of the debt that is written off. Under the Country 
 A tax law Z is not required to report any income. 
• If the reduction in the debt is looked at in isolation, there is a mismatch that gives rise to a 
 cross-border tax benefit (deduction in Country B) with no pick up in Country A (no income). 
 In many cases, such a scenario is not abusive, presuming that Z has unrelieved (or cancelled) 
 losses in Country A. However, the mismatch can result in untaxed funds if from a tax 
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GROUP 3 - Limiting Interest Deductions 
 

Questions/Issues: 
 

1) Under your country’s tax law, is there is a limitation on the deduction of interest paid by 
business taxpayers?   

 If the answer is yes, how does a taxpayer determine the maximum amount of interest 
that can be deducted? 

 




