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Chapter 15

1 Tax Treaties and Residence

1.1 How many income tax treaties are currently in force in 
your jurisdiction?

Finland has a fairly extensive treaty network, with approximately 74 
income tax treaties currently in force.

1.2 Do they generally follow the OECD Model Convention 
or another model?

Finnish tax treaties generally follow the OECD model, with some 
inevitable variation from one treaty to the next.

1.3 Do treaties have to be incorporated into domestic law 
before they take effect?

Yes.  A tax treaty must be incorporated into Finnish law and this is 
done by way of a statutory instrument by Parliament. 

1.4 Do they generally incorporate anti-treaty shopping 
rules (or “limitation on benefits” articles)?

In general, Finnish tax treaties do not incorporate anti-treaty shopping 
rules.  However, the treaty with the US contains a limitation of benefits 
clause and the treaties with the UK and Ireland contain a limitation of 
relief clause.  Pursuant to case law, domestic anti-avoidance rules can 
be applied in case of artificial cross-border arrangements.

1.5 Are treaties overridden by any rules of domestic 
law (whether existing when the treaty takes effect or 
introduced subsequently)?

No, but the Finnish general and special anti-avoidance rules (the 
“GAAR” and the “SAARs”, discussed in question 9.1 below) can, in 
principle, apply if there are abusive arrangements seeking to exploit 
particular provisions in a double tax treaty, or the way in which such 
provisions interact with other provisions of Finnish tax law.

1.6 What is the test in domestic law for determining 
corporate residence?

A company which is incorporated in Finland will automatically 
be resident in Finland.  Unlike in some jurisdictions, a company 

incorporated outside Finland may not be considered resident in 
Finland if its central management is in Finland (although it could 
create a permanent establishment in Finland).

2 Transaction Taxes

2.1 Are there any documentary taxes in your jurisdiction?

Please see question 2.6 below regarding transfer tax.

2.2 Do you have Value Added Tax (or a similar tax)? If so, 
at what rate or rates?

Finnish VAT legislation gives effect to the relevant EC Directives.  
There are three rates of VAT:
■ the standard rate of VAT is 24% and applies to any supply 

of goods or services which is not exempt or subject to the 
reduced rate of VAT;

■ the reduced rates of VAT are 14% (e.g. foodstuff and 
restaurant and catering services); and 

■ 10% (e.g. passenger transportation, hotel services, theatre, 
sporting events, medicine, books, etc.).

2.3 Is VAT (or any similar tax) charged on all transactions 
or are there any relevant exclusions?

The exclusions from VAT are as permitted or required by the 
Directive on the Common System of VAT (2006/112/EC) (as 
amended), and some examples of exempt supplies are:
■ the sale and letting of real estate (however, the lessor of a real 

estate may opt for VAT);
■ medical services;
■ educational services;
■ insurance services; and
■ banking and other financial services.

2.4 Is it always fully recoverable by all businesses? If not, 
what are the relevant restrictions?

When goods and services are supplied for a business subject to VAT, 
input VAT is fully recoverable.  If only a part of the business is 
subject to VAT, only the VAT related to this business is recoverable.  
Certain goods or services used for entertainment purposes are, 
however, excluded from the general right of deduction. 

Matti Koivusalo

Niklas Thibblin

Waselius & Wist

Finland
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3.3 Would there be any withholding tax on interest paid 
by a local company to a non-resident?

According to domestic Finnish tax laws, interest payments to a non-
resident are normally exempt from tax in Finland.

3.4 Would relief for interest so paid be restricted by 
reference to “thin capitalisation” rules?

Finland has no thin capitalisation rules, but the deductibility of 
interest expenses between related parties is limited under a separate 
regime.  Under the interest limitation regime, interest expenses 
are fully deductible against any interest income.  The potential 
restriction of any interest exceeding the interest income (i.e. net 
interest expenses) depends on three tests that are applied on a stand-
alone Finnish company level:
1. Net interest expenses may be fully deducted if the total 

amount of net interest expenses does not exceed EUR 
500,000 during the fiscal year.

2. Where the above limit is exceeded, net interest may only 
be deducted up to an amount equal to 25% of the taxable 
business profits before interests and depreciations.  Received 
and paid group contributions are taken into account in the 
calculation of the taxable business profits.  Any amount of 
interest so restricted may be carried forward indefinitely and 
deducted against unused capacity in later years.

3. To the extent that interest is paid to a non-related party, it 
can be deducted even when exceeding the above limits.  
However, interest expense paid to a non-related party is 
taken into account when calculating the above EUR 500,000 
and 25% limits.  Therefore, interest expenses paid to a non-
related party are considered first and, provided that the 
deduction capacity under the 25% rule is not exhausted, the 
remaining amount can be used to deduct interest expenses 
paid to a related party.

3.5 If so, is there a “safe harbour” by reference to which 
tax relief is assured?

Yes.  The so-called “safe harbour” rule stipulates that the restrictions 
on interest deductibility are not applied if the borrower company’s 
equity ratio (equity vs total balance) is equal to or higher than the 
same ratio calculated on the basis of a consolidated group balance 
sheet of the ultimate parent (“balance sheet test”).  The balance 
sheet test can only be applied to consolidated balance sheets that 
have been prepared in an EU or EEA Member State or a state with 
which Finland has concluded a tax treaty.

3.6 Would any such rules extend to debt advanced by a 
third party but guaranteed by a parent company?

Yes.  Third-party debt may be reclassified as a related-party debt; for 
instance, in circumstances where the third-party debt is secured by a 
receivable of a related party.

3.7 Are there any other restrictions on tax relief for 
interest payments by a local company to a non-
resident?

In addition to general transfer pricing rules (see question 3.9 below), 
the Finnish GAAR may be applied in respect of arrangements that 
do not correspond to their actual purpose and meaning, which have 
as their main purpose securing a tax advantage.

2.5 Does your jurisdiction permit “establishment only” 
VAT grouping, such as that applied by Sweden in the 
Skandia case?

Yes.  Finance and insurance companies may opt for VAT grouping.  
The registration is made in the name of the “representative 
member”, who is responsible for completing and submitting a single 
VAT return and making VAT payments or receiving VAT refunds on 
behalf of the group.  All members of the group remain jointly and 
severally liable for any VAT debts of the group.

2.6 Are there any other transaction taxes payable by 
companies?

Transfer of shares in Finnish companies and real property located 
in Finland is subject to transfer tax.  The rate of transfer tax is 4% 
of the purchase price of a real property, 1.6% of the purchase price 
of the shares in an ordinary limited liability company and 2% of 
the purchase price of the shares in a real estate company (including 
real estate holding companies and housing companies).  The transfer 
tax base also includes any debt or liabilities of the acquired entity 
(towards the seller or a third party) assumed by the buyer based on 
the transfer agreement, provided that the assumption of such debt or 
liabilities accrues to the benefit of the seller. 

2.7 Are there any other indirect taxes of which we should 
be aware?

Customs duties are generally payable on goods imported from 
outside the EU.  Excise duties are levied on particular classes of 
goods (e.g. alcohol, tobacco, electricity and fuel).  Insurance 
premium tax is charged on the receipt of a premium by an insurer 
under a taxable insurance contract.

3 Cross-border Payments

3.1 Is any withholding tax imposed on dividends paid by 
a locally resident company to a non-resident?

Dividends paid by a Finnish company to non-residents are, in 
principle, subject to Finnish withholding tax of either 20% or 30%.  
However, in reality, such withholding is prevented or reduced by the 
provisions of the EC Parent Subsidiary Directive (90/435/EEC) or 
an applicable tax treaty.  Under most tax treaties, the withholding 
tax rate is usually reduced to 0–15% on dividends paid to persons 
entitled to the treaty benefits.

3.2 Would there be any withholding tax on royalties paid 
by a local company to a non-resident?

Royalties paid to a non-resident are subject to a withholding tax 
at the rate of either 20% or 30%, unless tax treaty provisions or 
the EC Interest and Royalty Directive (2003/49/EC) reduce or 
prevent taxation in Finland.  Royalties paid to a Finnish permanent 
establishment of a non-resident company are taxed as income of the 
permanent establishment and no withholding tax is levied.
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The tax authorities may grant a dispensation to allow the utilisation 
of forfeited tax losses.

4.6 Is tax imposed at a different rate upon distributed, as 
opposed to retained, profits?

No, it is not.

4.7 Are companies subject to any significant taxes not 
covered elsewhere in this chapter – e.g. tax on the 
occupation of property?

The owner of real estate is required to pay real estate tax equal to 
a fixed percentage of the calculated value of the real estate (i.e. the 
land area) and the buildings located thereon.  The real estate tax 
value differs, as such, from the tax base value, the book value and 
the market value of the real estate and the buildings.  The rate of 
real estate tax is set by the municipality in which the real estate is 
located.  However, the minimum and maximum statutory tax rates 
that the municipalities may apply vary between 0.37% and 4%.

5 Capital Gains

5.1 Is there a special set of rules for taxing capital gains 
and losses?

Corporation tax is chargeable on “profits”, which includes both 
regular business income and capital gains.  There is, however, a 
separate regime for computing capital gains.  In circumstances where 
the participation exemption does not apply, capital losses can only be 
used against capital gains and not against regular business income.

5.2 Is there a participation exemption for capital gains?

Yes.  The participation exemption regime allows business-conducting 
parents to dispose of certain subsidiary shares without a Finnish tax 
charge.  Capital gains realised by a Finnish company on the sale of 
shares are tax-exempt provided that:
(i) the shares belong to the selling company’s fixed assets and 

the shareholding is deemed to be a part of the seller’s business 
income source (in comparison to the general income source);

(ii) the selling company owns at least 10% of the capital of the 
company being sold;

(iii) the selling company has held such participation for at least 
one year; and

(iv) the disposed shares are not shares in a housing or real estate 
company.

The company whose shares are sold must, furthermore, reside in 
Finland, in another EU Member State or in a country with which 
Finland has concluded a tax treaty.  Further, private equity investors 
may not benefit from the participation exemption.  Where the 
participation exemption regime applies, any losses incurred from 
the disposal are non-deductible.

5.3 Is there any special relief for reinvestment?

It is possible to make a deduction in relation to (i) insurance 
compensation received due to the destruction of fixed assets if the 
new assets are acquired or the old ones are repaired within two 
years, or (ii) sold business premises if new premises are acquired 
within two years.

3.8 Is there any withholding tax on property rental 
payments made to non-residents?

Rents paid to a non-resident are considered Finnish source income 
and such income must normally be declared in Finland in accordance 
with ordinary tax assessment procedure (and taxed accordingly).

3.9 Does your jurisdiction have transfer pricing rules? 

Yes.  Finnish transfer pricing rules apply to both cross-border and 
domestic transactions between related parties.
If the Finnish tax authorities do not accept that pricing is at arm’s 
length, the applied pricing can be challenged under transfer pricing 
adjustment rules.
Transfer pricing rules are likely to be reviewed in connection 
with the BEPS project and changes to the OECD Transfer Pricing 
Guidelines are expected.  Consequential changes to the Finnish 
rules will follow as of 1 January 2017 (see question 10.1).

4 Tax on Business Operations: General

4.1 What is the headline rate of tax on corporate profits?

The corporate income tax rate is currently 20%.  There are no 
planned reductions at the moment, although Finland will closely 
monitor the changes in other developed and neighbouring countries.

4.2 Is the tax base accounting profit subject to 
adjustments, or something else?

In general terms, tax follows the commercial accounts subject to 
adjustments.

4.3 If the tax base is accounting profit subject to 
adjustments, what are the main adjustments?

Certain expenses are not deductible for tax purposes and there are 
certain differences between the depreciation of assets for accounting 
and tax purposes; for instance, concerning machinery and buildings.
There are also some tax-free income items such as tax-free capital 
gains (see question 5.2 below) and dividends.

4.4 Are there any tax grouping rules?  Do these allow 
for relief in your jurisdiction for losses of overseas 
subsidiaries?

The concept of a consolidated income tax return is unknown in 
Finland.  However, under the group contribution regime, group 
contributions between two Finnish resident companies or permanent 
establishments are deductible, provided that certain preconditions 
are met.  A group contribution is similarly taxable income for the 
receiving entity and tax-deductible for the paying entity.  The group 
contribution regime does not allow cross-border loss relief.

4.5 Do tax losses survive a change of ownership? 

When more than 50% of shares in a company or its immediate parent 
company change ownership during a tax year, the right to carry 
forward tax losses from that year and previous years is forfeited.  



WWW.ICLG.CO.UK86 ICLG TO: CORPORATE TAX 2017
© Published and reproduced with kind permission by Global Legal Group Ltd, London

Fi
nl

an
d

FinlandWaselius & Wist

7.2 Is tax imposed on the receipt of dividends by a local 
company from a non-resident company?

Foreign dividends and Finnish dividends are treated in the same 
way.  Dividends from foreign subsidiaries are generally exempt 
in the hands of a Finnish parent company, whereas portfolio 
dividends from listed companies are fully taxable if the recipient 
has an ownership stake of less than 10% in the paying listed entity.  
Dividends derived from non-tax-treaty countries outside of the EU 
are, however, fully taxable in Finland.

7.3 Does your jurisdiction have “controlled foreign 
company” rules and, if so, when do these apply?

Under the Finnish CFC rules, the CFC’s income is taxable as the 
shareholders’ income and actual distributions are exempted.  A 
foreign company controlled by a Finnish tax resident may generally 
be regarded as a CFC, if the CFC is liable to income tax in its 
domicile at a rate less than 60% of the effective Finnish corporate 
income tax rate (meaning generally that the corporate income tax 
rate applicable to a CFC currently should be 12% or less).  The CFC 
regime does not apply to income of a CFC originating mainly from 
industrial production or shipping if that activity has occurred in the 
CFC’s country of origin.  In addition, exemption applies to CFCs 
in tax treaty countries (subject to certain conditions) and where it is 
proven, on the basis of objective factors, that despite the existence 
of tax motives, the CFC is actually established in a EEA country and 
carries on genuine economic activities there.

8 Taxation of Real Estate

8.1 Are non-residents taxed on the disposal of real estate 
in your jurisdiction?

Capital gains derived from the sale of real property located in 
Finland, as well as gains derived from the sale of shares in Finnish 
real estate and housing companies and Finnish limited liability 
companies, more than 50% of whose assets consist of real estate in 
Finland, are generally subject to tax in Finland.  Treaty exemptions 
may apply to certain share disposals.

8.2 Does your jurisdiction impose tax on the transfer 
of an indirect interest in real estate located in your 
jurisdiction and, if so, what constitutes an indirect 
interest?

Yes, see question 8.1 above.

8.3 Does your jurisdiction have a special tax regime 
for Real Estate Investment Trusts (REITs) or their 
equivalent?

Yes.  However, the Finnish REIT scheme remains limited to 
residential housing only.  Under the REIT scheme, to benefit 
from corporate tax exemption, REITs (i.e. Finnish limited liability 
companies) must be listed on a public stock exchange or a multilateral 
trading facility (“MTF”) within the EEA, with no single shareholder 
owning, directly or indirectly, more than 9.99% of the share capital.  
At least 80% of the value of the assets of a REIT must also consist 
of real estate that is used primarily for residential purposes and the 
activities of the REIT must be limited to the letting of properties 
(or activities closely related thereto).  The capital structure of a 

5.4 Does your jurisdiction impose withholding tax on the 
proceeds of selling a direct or indirect interest in local 
assets/shares?

No withholding tax is imposed.  However, see question 8.1 below.

6 Local Branch or Subsidiary?

6.1 What taxes (e.g. capital duty) would be imposed upon 
the formation of a subsidiary?

There are no taxes imposed on the formation of a subsidiary.

6.2 What is the difference, if any, between the taxation of 
a locally formed subsidiary and the branch of a non-
resident company?

A Finnish-resident subsidiary would pay corporate tax on its 
worldwide income and gains, whereas a Finnish branch (permanent 
establishment) would be liable to corporation tax only on the net 
profit attributable to the branch. 

6.3 How would the taxable profits of a local branch be 
determined in its jurisdiction?

Assuming that the local branch of a non-resident company is within 
the Finnish statutory definition of “permanent establishment” 
(which in most circumstances will be decided by the provisions 
in an applicable tax treaty), it will, at the outset, be treated for tax 
purposes as though it were a distinct and separate entity dealing 
wholly independently with the non-resident company.  Generally, 
all branches (permanent establishments) are required to arrange 
bookkeeping in accordance with Finnish GAAP and are taxed 
accordingly (subject to certain adjustments).

6.4 Would such a branch be subject to a branch profits 
tax (or other tax limited to branches of non-resident 
companies)?

There is no separate branch profits tax.

6.5 Would a branch benefit from double tax relief in its 
jurisdiction?

No, apart from non-discriminatory rules (in the case that the branch 
forms a permanent establishment).

6.6 Would any withholding tax or other similar tax be 
imposed as the result of a remittance of profits by the 
branch?

No, it would not.

7 Overseas Profits

7.1 Does your jurisdiction tax profits earned in overseas 
branches?

As a general rule, and subject to tax treaty provisions, Finland taxes 
the profits earned in overseas branches of Finnish-resident companies.
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requirements (see question 10.3).  Prior to the introduction of the 
BEPS project, Finland has introduced interest deduction limitation 
rules similar to those introduced in BEPS Action 4 (see questions 
3.4, 3.5 and 3.6).

10.2 Does your jurisdiction intend to adopt any legislation 
to tackle BEPS which goes beyond what is 
recommended in the OECD’s BEPS reports?

We are not at the moment aware of any actions that would go beyond 
what has been recommended.

10.3 Does your jurisdiction support public Country-by-
Country Reporting (CBCR)?

Yes.  Finland’s Ministry of Finance has published a draft 
Government Bill on CBCR requirements as defined in BEPS Action 
13.  The proposed legislation would require multinational enterprises 
(“MNEs”) to prepare a master file containing information on all 
group companies; a local file on material transactions of the Finnish 
taxpayer; and a CBCR report on, among others, the global allocation 
of the MNE’s income and taxes.  The provisions on CBCR would 
enter into force as of 1 January 2017.

10.4 Does your jurisdiction maintain any preferential tax 
regimes such as a patent box?

No such regimes currently exist.

REIT must furthermore be such that its potential debt financing 
does not exceed 80% of its balance sheet total.  Moreover, the REIT 
must distribute at least 90% of its annual profits to shareholders as 
dividends.

9 Anti-avoidance

9.1 Does your jurisdiction have a general anti-avoidance 
or anti-abuse rule?

Yes.  If a transaction has been given a legal form that does not 
correspond with its actual nature or meaning or if the legal form of 
the transaction does not correspond to the actual behaviour of the 
taxpayer, the GAAR or SAARs may be applied and taxes can be 
reassessed as if the actual form of the transaction had been used.  
Case law on the application of the GAAR and SAARs has in several 
instances covered scenarios where a series of transactions has 
been subject to re-characterisation, especially where no adequate 
commercial reasons can be shown for the transaction.

9.2 Is there a requirement to make special disclosure of 
avoidance schemes?

There is no such requirement.

10  BEPS and Tax Competition

10.1 Has your jurisdiction introduced any legislation 
in response to the OECD’s project targeting Base 
Erosion and Profit Shifting (BEPS)?

Yes.  Finland’s Ministry of Finance has published a draft Government 
Bill on updated transfer pricing documentation and CBCR 
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Waselius & Wist renders advice primarily in all areas of domestic and international business taxation, including mergers & acquisitions, restructurings 
as well as other financial transactions.  Many of our assignments have an international dimension.  Waselius & Wist’s tax team provides strategic 
tax advice early on in the transactional process, whether domestic or cross-border in nature, to ensure efficient tax structures.  In addition to our 
involvement in the structuring of transactions, we advise on the documentation to implement transactions.

Waselius & Wist’s tax team also has substantial experience in assisting clients in administrative proceedings on taxation issues.  Waselius & Wist 
has a well-established tax dispute resolution practice and has successfully represented clients in a wide range of disputes with the tax authorities.

Niklas Thibblin is the managing partner of Waselius & Wist.  He 
has over 15 years of experience in domestic and cross-border tax 
matters, having worked on complex, high-profile cases.  He has, for 
instance, advised in numerous domestic and multi-jurisdictional group 
restructurings and transactions, as well as tax filings relating to such 
arrangements.  He regularly acts as counsel in proceedings before 
the Finnish tax authorities, administrative courts and the Supreme 
Administrative Court.

Matti Koivusalo joined Waselius & Wist in 2013 as an associate lawyer.  
His main practice areas include tax law, mergers & acquisitions and 
corporate and commercial law.  Matti has previous experience at Ernst 
& Young, where he worked as a tax expert.
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