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HIGHLIGHTS
+ Latest developments on digital taxation — EU's stealth tax: the proposed
digital levy
. ! ger
state ald

Continuation of our in-depth analysis of Pillar One ~ today, tax base.
determinations (Part 2)

HAPPY FRIDAY!

Beijing turs to dust; Jack Dorsey auctions his first tweet; and the Taiwanese change
their names to salmon!

Meanwhile, in the tax world

The EU goes in paralle, but st creates frction; in South Africa, ignorance s biiss;

Poland, Hungary and Argentina are progressive; Australia exits the grey zone; India

gains inferest in monitoring; Saudi Arabia goos for zero, Google acknowledges royalty;
Taiwan speculates on capital gains tax; and Kenyans are told to stop crying about taxes!

But at tho ond of the wook, the most important quostion i this: “Do you think that | can
sell an NFT of my picture for BB882"

Have a great weekend!
Steve

THIS WEEK'S PODCAST

(For ITB video subscribers, please log in to access the video and
documents/reports)

1. Digttal taxation
2. ECJ's cases on EU State aid
3. Other global developments.
4. Pillar One: Tax base determinations (Part 2)
5. Asia Pacific

- Australia, India, Taiwan
6. Europe

« France, Ireland, Luxembourg, Spain, UK
7. Aftica

- South Africa
©. Middle Cast & Central Asia

Oman, Saudi Arabia

9. Americas

+ Augentina, Google, US
10. Treaties

ITB series on Pillar On

Scope (Part 1) - ITB (22 Jan 2021)
Scope (Part 2) - ITB (20 Jan 2021)
Scbps it 9 11D 6 (4 2004

~ITB (19 Feb 2021
Revende sour:lnn ies (Part 1) - ITB (26 Feb 2021)
Revenue sourcing rules (Part 2) - ITB (5 Mar 2021)
Tax base determinations (Part 1) — ITB (12 Mar 2021)
‘Tax base determinations (Part 2) - ITB (19 Mar 2021)

ITB series on Pillar Two

1. GioBE rles

Scope - ITB (9 Oct 2020)

Calculating the ETR (Part 1) - ITB (16 Oct 2020)

Calculating the ETR (Part 2) - ITB (23 Oct 2020)

Carry-forwards - IT8 (30 Oct 2020)

Carve-out, and computation of the ETR and top-up tax — ITB (6 Nov

2020)

« Income Inclusion Rule - ITB (13 Nov 2020)

+ Switch-Over Rule, and Undertaxed Payments Rule (Part 1) ~ ITB (20
Nov 2020)

+ Undertaxed Faymms Rule (Part 2) - ITB (27 Nov 2020)

o;mons 175 (4 Dee 20201
2. Other topics
+ Subject to Tax Rule - ITB (2 Oct 2020)
+ Implementation and Rule Co-ordination — ITB (11 Dec 2020)
. i eiLn i Dec 2020)

WORTH READING

Lucas de Lima Carvaiho
fax Treaties and Real Income From a Virtual World"
Tax Notes Today Intemational, Tax Analysts, 11 March 2021 (subscription service)

Bruno Cesar Fettermann Nogueira dos Santos

"BEPS Action 2 and the Non-Discrimination Rule Under the GATS"
intertax, Kiuwer, Volume 49 (2021), Issue 4 (subscription service)

INTERNATIONAL TAX QUIZ
THIS WEEK'S NEW QUIZ

ACo, a company resident in A, manufactures and sells phamaceutical products.
the market in

For
o Thess abators a1 products to hospitals and medical clinics in B, at
prices recommended by ACo.

In order to increase its sales in B, ACo employs 2 refired doctors fo conduct marketing
activities with doctors in those hospitals and medical cinics. The marketing actiities
involv fece o ace mealings wih hose dociors, [0 explain tho bonefils and prio s of
ACos products and answer any technical questions.

“The 2 refired doctors perform all of their marketing activites in visits to the hospitals and

medca iics (el vt ar amanged by AGo headoff talf A, However, ey aso
ment actvities (e g., writing reports to ACo, liising with

regard to hospital and cinic visils) rom their home offices. ACo does nol vk ham vith

office facilties

“The 2 refired doctors have no interaction wih the distributors in B.
Tho A8 trealy is identical {0 the 2014 OECD modol troaty.
Does ACo have a PE in B under the A/B treaty?

Answer in next week's ITB email alert!

LAST WEEK'S QUESTION

RCo 1, a company resident in R, owns 30% of the shares in BCo, a company incorporated
in B (a'tax haven).

BCo's only assetis a parcel of land in §
During s 2020 tax year, RCo 1's 30% shareholding appreciated in value. RCo 1 did not
dispose of any shares during that vear. However, during that year, RCo 1 did grant a call
option to RCo 2 (an unrelated company resident in R) in respect of all o ts shares in BCo
—RCo 2 paid a fee to RCo 1 for the grant of tho option.

RCo 1 had no other financial connections with S during that year

The RIS treaty i identical to the 2014 OECD model treaty. There is no treaty between B
and s, or between B and R

Does the RIS treaty permit S 1o levy income tax on RCo 17

LAST WEEK'S ANSWER

The key At 13(4) applies to: () th i value of RCo 15
shares in Bco or ) RCo T'soptn e I coss, the RS trezly would perit § 0 levy
taxonRCo s

Threshold point. Art 13(4) can apply to tho alienation of shares in BCo, even though BCo
is not resident in S.

Apprecaion i vlue of RCo 15 shares: s tisan alenaon”? Th temisnot defned in
the treaty. The OECD Comm feing defiivo ek in
a " % col

“alionation” If AP
then possibly Art. 3(2) would enable that meaning to apply for the purposes of Art. 13(4).

Of course, th unless the RCo 1's gain on
epprecstion n vals - u, i ss, s paslly the cas at A wwwuum allow it to

0. The aomalveviw (., i s ot an “shenatio)woukd mesn that ol A
1314) and Art 13(5)wuuld ot apply - in which case, RCo 1 would be exempt fiom S tax

Option fee Is the grant of the cal option an alienation of shares? Ordinarily no — but what
150 i it e e ey Uy sl en e © ol e sch
et s on o ok of et guinee 1t OECD Comim, an it 56, et
that would also fall within Art. 13(4).
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