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Pillar One - today: «

HAPPY FRIDAY!

China allows 3 children, and wants to be loved; and Biden recommends drinking beer
while youre having your vaceine jab!

Meanwhile, in the tax world

‘The G7 gets ready to make tax history; taly really is exceptional: Katherine levies and
suspends; the Green Book poses a $500 millon riddie; Biden shows that everything is
negoliable; public comments on Art. 9 are kept at arm's length; the EU finally gets to
publish; and Israel and the UAE sign away the past!

Butat the end of the week, the
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Have a great weekend!
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THIS WEEK'S PODCAST

(For ITB video subscribers, please log in to access the video and
orts)

documents/reps
1. Digitl taxation
2. US Green B
3. Other giobal developments
4 Pl oo o Cutalls 29
5.
P omgapore
6. Europe
« EU, ltaly, Sweden
7. Treaties

ITB series on Pillar One

Scope (Parts 1, 2 & 3) - ITB (22, 29 Jan & 5 Feb 2021)

Nexus ~ ITB (19 Feb 2021)

Revanue souring rules (Pats 1.82)- T8 (26 Fab 8.5 Mar 2021)
xbase detarmination (Parts 18 2)< T8 (128 19 Mar 2021)

Froth sication Part 1 & 2) - ITB (26 Mar & 9 Apr 20:

Eiminatlon of double axatlon (Parts 18 2) T8 (168 23 Apr 2021)

Amount B (Parts 1 & 2) - ITB (30 Apr & 7 May 2021)

Tax Certainty (Parts 1,2 & 3) - ITB (21, 28 May & 4 Jun 2021)

ITB series on Pillar Two

1. GIoBE rules
Sc

~IT8 (9 Oct 2020)

Calculating the ETR (Part 1 & 2) - ITB (16 & 23 Oct 2020)
Carry-forwards — ITB (30 Oct 2020)

Carve-out, the ETR and top-up

2020)
Income Inclusion Rule ~ ITB (13 Nov 2020)
Switch-Over Rule, and Undertaxed Payments Rule (Parts 1 & 2) - ITB
8 2 Koo 20
Associa
ortons — "8 4 Doc 2020
* topi
S n].u to Tax Rule - ITB (2 Oct 2020)
Implementation and Rule Co-ordination I8 (11 Dec 2020)
+ Unresolved issues, GILTI & hub jurisdictions ~ ITB (18 Dec 2020)

2. ot

WORTH READING

Robert Goulder
“From Europe With Love: U.S. States Fiirt With Domestic DSTs*
Tax Notes Today Interational, Tax Analysts, 1 June 2021 (subscription service)

Vikram Chand and Serena Picariello

“The Revamping of Public CbCR in Europe: much ado about nothing?"
Kluwer Intemational Tax Blog, 1 June 2021 (freely available)

INTERNATIONAL TAX QUIZ
THIS WEEK'S NEW QUIZ
company resident n X, is a major business consuting company

Co,a
Tepresonatve offce I v, Wi ne emploree (i S 1 S5 e 1o ok ot bsinss
opportunities in Y for XCo.

Folaug . XCo hassought

Y. To secure . senior execulives of
syl ety i ooy
Sppotavles A eccasad W madin wect bk s f S oo
contracts. The meetings each lasted up to 3 days and took place at the Y compan
Tespaci ofces T XCo amorexeeives ot vy e e 1 e romice o o
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Mr S attended all of those meetings, but played no fole i the discussions.

Severa (sssume 4)proposed contact are now resy orsontur by esch sk of pates

(XCo and the respective Y company). The plan s that each contract wil be signed at

g TNy o 78 X oo f e gt Y rmpmy. R s prost hatthe
ot attend those signing

e S powerof aoney 1o g hose contaces o s el

‘The X/Y treaty i identical to the 2014 OECD model treaty.

Wil XCo have a PE in Y under the treaty? If so, how wouid the profits atributable to the
PE be determined?

Answer in next week's ITB emall alert!

LAST WEEK'S QUESTION

ACo, a company resident in A, wanls to make a loan to a related company, BCo, resident
inB.

However, B domestic law imposes a 30% withholding tax on outbound interest, and there:
s no A/B realy.

anew 1 ibsidiary, CCo, in C. identin C, but it has.
very lite substance.

into CCo, which mak BCo (the.
nterest rate is an arm's length rate).

The BIC treaty is identical to the 2017 OECD model treaty, with the PPT (Art. 29(9)) but not
the LOB.

‘The C corporate income tax rate is 15%
‘There s no A/C treaty. The A corporate income tax rate is 25%.

After applying the BIC treaty, what wil be the aggregate tax iabity on the interest paid by
Co?

LAST WEEK'S ANSWER

Art. 11(2) willallow B to tax the interest, However, the benefit of the 10% tax rate fimit in
Art. 11(2) should not be given to CCo, due to the applicabilty of Art. 29(9) (PPT). Thus,
30% B tax should apply.

The C tax rate is 15%. Prima facie, CCo would be entitled to a credit for the B tax under
Art. 23A%B.

However, does Art. 29(9) apply to the credit? Ifthe plan had worked, the B tax would have
been imited to 10% (Art. 11(2)) and a credit for that 10% would be available (Art. 23AB).
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C domestic law (L., in the absence of the trealy) — e.0.,f the C domestic law does
on 5 i 1o Pt P & oty KRB Pk B o, T gt
obtaining of the credit under Art. 23A/B is "one of the principal purposes” o the plan.
heless, | think the 2nd imb in Art. 29(9) should apply: it is the “object and purpose”
of Art. 23A/B {0 provide a credit or B tax which is imposed in accordance with the treaty,
evenif that is part of a tax plan. On balance, | thin the cret should be available  thus.
the net C tax should be ni

Would A be able 1o levy tax on the interest income? | will assume that there are no CFC
rules in A. But what about transfer pricing? CCo has very ltie substance: lets assume that
it has no employees who are able to decide to raise the share capital and make the loan to
BCo--afdecilans o mads by AGo I A domesic ow TP s aply the 2017 OECO

TPG" thenhesefts would ittt CCo wouk be anted 21 morothn o k-
s 1l nd ACOwoui b alocaed the balncs. To th atet il the neres income
e A o A 205 ke ey does not incur the B tax, ACo.

o kel notqualfyfor a et under A domeats faw oreion ax credt rulos

Thus, potentially, the aggregate ETR would be 30% on the full amount of interest, plus
25% on the amount of interest allocated to ACo.

*See para. 1
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forward itto them.

Watch ITB video podcasts anytime, anywhere with our App!
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