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Latest developments on Pillars One and Two.

In next 2 weoks
How wil

regard to “top 100 MNES” model for Amount A7

o 3
1US double tax treaty:
Deflin o “rsktent” I Ar. 4 "any cthr crterion of slar

. mw-snmcmm 11): "carres on business ... through a [PE]"
. ntax redi provision (Ar. 24)
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of Dividend Distribution Tax)

HAPPY FRIDA

its its

government; and UEFA doesn ke rainbows!
Meanwhie, in the tax worid.

1ts the calm before the storm for Pillars One & Two; GE i stapied, but sporadic; Total

Aftica’s book deal pays dividends, but i
and Saudi Araba reverses the charges!

Manoesh which gets to wrte off a deducton

But at the end of the week, the most important question i tis: “If you were a spectator
Tokyo, would choer?”

Have a great weekend!
Steve
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Pillrs One and Two.
GE Financial Investments case
Other giobal developments.
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+India, New Zealand, Singapore
Europe

Germany, Poland, Switzerland
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9. Treaties

ITB series on Pillar One

‘Scope (Parts 1,2 & 3) - ITB (22, 29 Jan & 5 Feb 2021)
Noxus - ITB (19 Fob 2021)

1 2021)
Taxbase detorminatons Par 12 T8 (128 1 Hor 2021)
fitallocation (Parts 1 & 2) - ITB (26 Mar & 9 Apr 20:
Eiminaion of e axion (bt 18.2)- S 25 Ao 2020
Amount B (Pats 182)~IT8 (30 Apr 87 May 20

ty (Parts (5 (& 2 May 4,14 um 2021
Tmplementation and admilsation - 1T (1 dus 2020

ITB series on Pillar Two

1. GIoBE rules
+ Scope - ITB (9 Oct 2020
Calculating the ETR (Parts 1 & 2) - ITB (16 & 23 Oct 2020)
Carry-forwards - ITB (30 Oct 2020)
Cares-out, and computation o th TR an op-up tax 178 6 Now
20)
Income Inclusion Rule ~ IT8 (13 Nov 2020)
Switch-Over Rule, and Undertaxed Payments Rule (Parts 1 & 2) - IT8
(20 & 27 Nov 2020)
Assoclate. okt ventures and orphen sdtes; nd Spiicadon
ptions - ITB (4 Dec 2020)

2. othertopice.
‘Subject to Tax Rule - ITB (2 Oct 2020)
« implementation and Rule Co-ordination - ITB (11 Dec 2020)
. GiLma 020

WORTH READING
Bokema & Obugorbo
e vt D305 Holme oy N T s

‘Swapna Marathe

Impications of the Indian ts Rui v
Paymen
Tax Notes Tax Analysts, 25 June 2021 o

INTERNATIONAL TAX QUIZ
THIS WEEK'S NEW QUIZ

Aco, A, owns 100% of company residentin 8.

'ACo formed BCo many years ago to hold real estate in anumber of counties.

currently 40% in B, and 60% in C.

BCo owns o other assets and thas no liabilie.

the sale
The A/B, AIC and BIC treaties are all dentical to the 2017 UN model treaty, with Ar. 238,
Questons:

(2) 150, is the tax permited to be on the whole, or only part, of the profit?
(3)Is A required o provide a credit for the tax in B and/or C

Answer In next we

LAST WEEK'S QUESTION

XCo, @ company resident n X, owns 100% of the sharesin YCo, a company resident n Y.

¢s ITB emall alort!

YCo manufactures goods in Y and sels them to customers in Y and in other counties.

nz, by 2Co, YCo. ZCols an
Independentselesagen. wc e n bl o any nesdent vendors. 2o
habiely exarsesan uthoty o conclude sls contiets, i customers o Z o
behalf of (and legally binding on) YCo. YCo pays ZCo an arm's length fee fo ts services
VCa's ot ety subsamil chet o 265,
Under Z domestic law, YCo s profis 2, due tots use

i e “The Z-sourced profts 0%
of stomers. fomaz
source.
YCo pays large dividends to XCo.
A3 reatios (X/Y, XZ and Y1Z) are identical o the 2017 OECD model reaty.

i YCas profts or

After
(2) YCo's dvdends?

In regard o (2), z 9

1. Yeois profis (Y1Z ey
1. Although ZCo's actions would satisfy Art. 5(5), the exception in Art. 5(6)
shoud apply to exclude a contract.conclaling agent
2. I the absence of a PE inZ, YCo's profs would be exempl rom Z tax under
A 701,
2. YCo's didends (V2 reaty)
1. Art. 10(1)8(2) do not apply, as the dividend-payer (YCo) is not a resident of
z

2. At 10(5) is apparently satisfied: YCo (a company resident in Y) derives.
profits from Z —thus, Z s prevented from axing the dividends, subject to 2

income of XCo, and XCo s not a residentof efther Y or Z. Can the beneit of
ATt 10(5)of he YIZ treay be claimed by a taxpayer which is not a resident
of either

3. At 1(1) would indicate that XCo cannot caim the benefit of At 10() of the
Y12 weaty. H

Art 10(5) wouid apply in this stuation, regardless of Art. 1(1). For examle,

course of discussing the ineraction between Art. 10(5) and CFC rules, the
OECD Comm says nat A 105 concams oy th esalon of
company and not tha of the sharehoide

5. IMHO:Toconludo tht At 106) s an ezcepon to A 11) eques

I e absance ofsuch expross ords, m concluson s thal, based o A
1(1), At 10(5) does not apply to prevent Z tax on YCO's dividends.

3. YCo's dividends 0CZ

1. At 10(1)8(2), and Art. 10(5), do ot apply, as the divdend-payer (YCo) is
ot a resident of Z.
2. Either At 7(1) o Art. 21(1) applies 1o proide an exemption for XCo.

e B 7 =

AskSlove ol Whats 1187

|
forward it o them.

Walch T8 o pocass anyime, anyaere wih o App




