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HIGHLIGHTS

+ Margethe Vestager sells the EU's proposed digital levy

. tax increases, to pay
for a trillion dollar infrastructure initiative

Continuation of my inepth analysis o Pilar One - today: the profit

alloc:

HAPPY FRIDAY!
Merkel is not Thatcher; Banksy changes games; but Ever Given needs a !

Meanwhie, in the tax worid

. while Hong to the ECJ;
tax survives the

line at 9%; and

banks; opens in Gibraltar!
But at the end of the week, the most important point s this: as everyone knows, you're in
real trouble when you have blocked Suez!

Have a great weekend!
Steve
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ITB series on Pillar One

Scope (Part 1) - ITB (22 Jan 2021)
Scope (Part 2) - ITB (20 Jan 2021)
Scope (Part 3) - ITB (5 Feb 2021)

Nexus - ITE (19 Fe
Revenue sourcing rules (Part 1) - ITB (26 Feb 2021)
Revenue sourcing rules (Part 2) - IT8 (5 Mar 2021)
Tax basedeterminatons (Part 1) - T8 (12 Mar 2021)
Tax base determinations (Part 2) - ITB (19 Mar 2021)
Proft atooaton (Part 1) - ITB (26 Mar 2021)

ITB series on Pillar Two

GloBE rules
« Scope-1T8 (9 Oct 2020)
+ Calculating the ETR (Part 1) - T8 (16 Oct 2020)
+ Calculating the ETR (Part 2) B (23 Oct 2020)
+ Carry-forwards - ITB (30 Oct 2020)
- caveaun the ETR and
2020)
. Incom' Inclusion Rule - ITB (13 Nov 2020)
. Over Rule, and Undertaxed Payments Rule (Part 1) - ITE (20
Nov 2020)
+ Undertaxed Payments Rule (Part 2) - ITB (27 Nov 2020)
. Assoclates Jjoint ventures and orphan entities; and Simplification
options - IT8 (4 Dec 2020)
2. Other topics

‘Subject to Tax Rule - ITB (2 Oct 2020)
Implementation and Rule Co-ordination — IT (11 Dec 2020)
« Unresolved issues, GILTI & hub jurisdictions — IT8 (18 Dec 2020)
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INTERNATIONAL TAX QUIZ
THIS WEEK'S NEW QUIZ

XCo, a company resident in X, manufactures and sells goods.

Software taxation”

YCo, a company resident in Y, is a 100% subsidiary of XCo. YCo provides marketing
Services to XCo. Those sevices include: identifing potential customers for XCo, showing
tnepotental cusomers XCo's standad contact and prie s, convincing potental

o's goods from customers. The
orders ae ot accepted by YCo i s e v o ity y X 1o ccept
orders) - nstead, Yo sends te arders  XCo,or XCo's appoval (o tnenwise. on
o e X et e

'YCo plays o role in regard to the deiivery of goods to the customers or n regard to billngs.
and collections.

XCo pays a fee to YCo equal to YCo's costs plus 5%
The X/¥ treaty Is identical to the 2014 OECD model treaty.

Does XCo have a PE In Y under the XY treaty? I 50, how would is taxable profitin Y be
determined?

Answer in next IT8 email alert on 9 April 20211

LAST WEEK'S QUESTION

ACo,a

any inA, I products.
For the market in B, ACo sells the products to several unrelated distributors which are
resident in B. These distrbutors sellthe products to hospitals and medical cinics in B, at
prices recommended by ACo.

To B, etired doctors actes
with doctors In pitals and medical clinics. The mark Involve face-to-

d telephone discussi o copan e bensﬂ!s and
price list of ACo's products and answer any technical questions. The perfor
evaluatons of te et doclrs, and heefore thlr bonuse, plce 3 ‘Svong emprasis
on increases in ACO's sales in B,

The 2 retired doctors perform their marketing activtes in visis to the hospitals and medical
clinics, and also via telephone discussions from their home offces. They also perform
Some other employment aciivies (e.g., wrling reports to ACo, laising with ACo In regard
to hospital and ciinic visits) from their home offces. ACo does not provide them with office:
faciltes.

The 2 retired doctors have no interaction with the distributors In B,
The A/B treaty is dentical o the 2014 OECD model treaty

Does ACo have a PE In B under the A/B treaty?

LAST WEEK'S ANSWER

The doctors home ofes probably satisy the condions n A 1), regard o the st
the disposal” condition, t

‘and yet the doct via telephone, indicates that
ACo probably requires that the home offces be used: para. 18, 2017 OECD Comm.

IMHO: this view is relevant also to the 2014 OECD model treaty). In contrast, the hospitals.
‘and medical clnics would not satisfy the "at the disposal* condition: adapting para. 4.2,
2014 OECD Comm.

rne Koy e e oo e o s offices are o sy oa

Baler R e il o docos v o feracln win e lsrutos, an re thus ot
partof the selling process. However, they do perform an important marketing activiy: f
Sy osteres et 1 A% euskictn erci Vs i i iten G, Al
sales to the distributors wil likely increase. Nevertheless, the 2 D Comm lsts as
an example of POAC a At e o B epsn o Aot ok
seem 1o cover the doctors' actvities n this case.

In a recent Danish case (SKM2021.18.SR), the National Tax Board ruled that similar
activies qually as POAC.

In (egard oI sl rquiement of POAC, th “teremploymentactves”performed
by the dociors In their home offices, IMHO, are incidental to
e iy s s U i e o s

IMHO: Art. 5(4)(e) is

) in regard to all of
home offces - thus, no A, 5(1) PE

And, of course, Art. 5(5) Is not satisfied
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