
At a glance
Accounting for uncertain tax treatments - 
not so uncertain anymore

When does this guidance apply?
An uncertain tax treatment is any tax treatment applied by a Company where there is uncertainty over whether 
that treatment will be accepted by a taxation authority. For example, a decision to claim a deduction for a specific 
expense or not to include a specific item of income in a tax return is an uncertain tax treatment if its acceptability 
is uncertain under tax law. The key takeaways are outlined below.

Do you  have  questions? Want  more information?
We have prepared a publication which gives further insight on the newly issued guidance including a 
comprehensive overview of suggested phases for implementing the new guidance. In addition, you can get in 
touch to find out more about how PwC can assist with a (re)assessment of your current income tax accounting.
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On 7 June 2017, 
guidance was 
issued by the IFRS 
Interpretations 
Committee which 
clarifies how to deal 
with uncertain tax 
treatments under 
IAS 12 ‘Income 
taxes’.

Scope The issued guidance applies to all aspects of 
income tax accounting where there is an uncertainty 
regarding the treatment of an item, including taxable 

profit or loss, the tax bases of assets and liabilities, tax losses and 
credits and tax rates. It is applied to both current and deferred 
tax where there is uncertainty over a Company’s tax position.

General tax provisions no longer allowed  A 
Company needs to decide whether to consider its 
uncertain tax positions (UTPs) individually or 

collectively (i.e. unit of account), based on which approach 
provides better predictions of the resolution of the uncertainties 
with a taxation authority. For example, if it is anticipated that 
a certain taxation authority would deal with a number of UTPs 
related to transfer pricing issues together, the Company might 
determine to consider all of those issues together.

Detection risk An entity is required to assume that a 
taxation authority which is entitled to examine and 
challenge tax treatments will examine those UTPs and 

have full knowledge of all related information. Detection risk is 
not considered in the recognition and measurement of UTPs.

Recognition and measurement There is a two stage 
test. If it is probable that a taxation authority will 
accept a particular UTP, there should be no additional 

liability. However, if it is not probable that a UTP will be 
sustained in full then the Company must adjust its income tax 
accounting. The recognition of a UTP is measured using either 
the most likely amount or the expected value, depending on 
which is thought to give a better prediction of the resolution of 
each UTP.We help you gain 

a clear view of 
tax risks and 
opportunities so 
you can create 
transparent 
reporting and 
enhance enterprise 
risk management.
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The Dutch ruling 
practice
One of the specific features of the Dutch 
tax system is the possibility to discuss the 
tax treatment of certain operations or 
transactions in advance. Upfront approval 
can be obtained from the Dutch Tax 
Authorities. The Dutch Tax Authorities 
conclude Advance Pricing Agreements 
(APA) as well as Advance Tax Rulings 
(ATR). Both are binding for the taxpayer 
and the Dutch Tax Authorities. To 
obtain an APA or ATR, certain substance 
requirements must be met. In general, 
the Dutch Tax Authorities are more than 
willing to cooperate and handle requests 
for APAs, ATRs and other requests (e.g. a 
request for a fiscally facilitated merger, a 
VAT registration or a (VAT) fiscal unity) 
within a reasonable amount of time.

BEPS and country-
by-country 
reporting
As a member of the OECD, the Netherlands 
is an active participant in the anti Base 
Erosion and Profit Shifting (BEPS) project 
of the OECD and supporting its goals. As 
a consequence, the Netherlands will enact 
legislation when agreement is reached 
within the OECD on the BEPS project and 
all parties agreed to implement. 

One example of this type of legislation is 
the OECD country-by-country reporting 
implementation package. The reporting 
requirements are primarily meant to 

APA

ATR

An APA is an agreement with the Dutch 
Tax Authorities specifying the pricing 
method that the taxpayer will apply 
to its related-company transactions. 
These programmes are designed to help 
taxpayers voluntarily avoid or resolve 
actual or potential transfer pricing 
disputes in a proactive, cooperative 
manner.

An ATR is an agreement with the Dutch 
Tax Authorities determining the tax 
rights and obligations in the taxpayer’s 
specific situation, used to prevent or 
resolve any tax disputes.

be a (tax) risk assessment tool for the 
(international) Tax Authorities. Based on 
the OECD report, a multinational group 
with a turnover of at least  EUR 750 million 
will have to file a country-by-country report 
in the state where the ultimate parent 
company is a resident. The Tax Authorities 
will then exchange this information with 
Tax Authorities of other countries for 
which the information is relevant and that 
have agreed to mutually exchange these 
reports. Besides, the agreed OECD report 
prescribes that each individual company 
will be obliged to have a master file and 
a local file available in its administration. 
The master file contains information on 
the transfer pricing within the entire group 
while the local file contains information 
on all intra group transactions of the local 
company. All this information will be kept 
confidential, not accessible to the general 
public. 

The Netherlands has adopted legislation 
implementing the OECD country-by-
country reporting package which corre-
sponds with the system and methods 
as prescribed in the OECD country-by-
country reporting package. In addition, 
in the Netherlands companies with a 
consolidated turnover of at least EUR 50 
million are obliged to have a local file and a 
master file available. The Netherlands has 
also joined in a multilateral agreement for 
the exchange of information to effectuate 
the legislation. This legislation has become 
effective as per 2016. Furthermore, a 
Decree regarding the execution of the 
reporting obligations has been published 
on 30 December 2015. 
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http://www.pwc.com/us/en/tax-accounting-services/publications/assets/ifric-interpretation-final.pdf

