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Annual Tax Act 2018 
 

In July this year several adaptations to Austrian tax laws have been issued. These adaptations 
were made under the so-called Annual Tax Law 2018, which will partially enter into force as of 
January 1, 2019.  
The most relevant changes for international companies are the following:  

- Adaption of exit taxation due to the BEPS directive 
- Redefinition of abuse for tax purposes  
- Extending of advance ruling on international tax law  
- Adaptations concerning real estate transfer tax 
- CFC rules  
- Horizontal monitoring for certain companies  

The amendments regarding CFC rules and horizontal monitoring are the most important and 
comprehensive ones and will, thus, be discussed in detail:  

CFC (controlled foreign corporation) rules apply to low taxed foreign subsidiaries, which mainly 
achieve passive income (i.e. income from interest, royalties and dividends). 

In Austria corporations are subject to 25% CIT. In case an Austrian corporation is shareholder of a 
foreign entity subject to a corporate income tax rate, which is lower than in Austria (< 12,5%), the 
implementation of CFC rules would lead low to a direct attribution of profits from the subsidiary to its 
shareholder for Austrian CIT purposes.  

For the application of CFC rules, the following requirements must be fulfilled cumulatively. 

1. The foreign company obtains low taxed passive income, which makes up at least one third of 
its total income.  

2. The Austrian shareholder either on its own or together with an associated company owns 
more than 50 % of the shares or voting rights or is entitled to more than 50% share of profits.  

3. The subsidiary does not fulfil substance requirements.  

Horizontal monitoring provides an alternative to tax audits by the Austrian tax authority. Tax audits 
generally are made for periods, which already have been assessed. Since tax audits deal with issues 
in the past, they are very extensive and time consuming.  

Horizontal monitoring, however, is a continuous process, which requires the obligation of disclosure 
from monitored companies and permanent contact between the company and tax authorities. 
Therefore, it allows to continuously observe business processes in order to clarify inconsistencies 
promptly. Moreover, tax audits basically should only be conducted on issues that have not been 
covered by horizontal monitoring already.  

Horizontal monitoring is only conducted, if a company explicitly applies for it. Furthermore, the 
applying company has to meet specific requirements (i.e. applicant has to be a company within the 
meaning of Austrian Commercial Code or a private trust, applicant’s revenue ought to be higher than 
EUR 40 million within the last two financial years before the application). 

 
Should you have any further questions, please do not hesitate to contact us at any time. 


