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HIGHLIGHTS

jelopments on Pillars One and Two,

. Latesta
= How! flateral convention on Pillar One.
+ How Jurisdictions are adjusting to Pillar Two
« And doos Pillar Ono signal tho end of traditional transfor pricing?

+ Further comments on EU's CBAM

+ Review of major treaty developments in H, 2021

HAPPY FRIDAY!
Pogasus hacks, Joffsoars for 10 minutes, while Tokyo crosses s fingers!
Meanwhile, in the tax world

Pascal has the. reforms.

carries on; while Mexico outsources tax deductons!

the week,
Introduces a CBAM, would you callthat a carbon copy?"

Have a great woekend!
Steve

THIS WEEK'S PODCAST

and

documentsireports)

Pilars One and Two.
Review of major treaty developments n H1, 2021
Asia Pacifc

«Australia, China, Hong Kong, New Zesland
4. Europe.
+ EU, Georgia, Germany, reiand, Netheriands, UK
5. Americas.

« Braz, Mexico, US

Treaties

ITB series on Pillar One

‘Scope (Parts 1,2 8 3) - ITB (22, 29 Jan & § Fob 2021)
Noxus — ITB (19 Feb 2021)

arts 18 2021)
ax base determinations (Parts 1 & 2) - T3 (12 & 19 Mar 2021)
Profit allocation (Parts 1 & 2)— ITB (26 Mar & 9 A
Elimination of double taxation (Parts 1 & 2)- T8 (16 & 23 Apr 2021)
182)— T8 (30 Apr &7 Nay 2021
“Tax Certainty (Parts 110 4) - ITB (21, 28 May &4, 11 Jun 2021)
Implomentation and administration - IT (18 Jun 2021)

ITB series on Pillar Two

1. GIoBE rules
+ Scope —ITB (9 Oct 2020)
+ Calculating the ETR (Parts 1 & 2) - T8 (16 & 23 Oct 2020)
+ Cany-forwards - ITB (30 Oct 2020
+ Carve-out,and computation of the ETR and top-up tax - ITB (6 Nov

2020
+ income Incluslon Rule — ITB (13 Nov 2020)
« Switch-Over Rule, and Undertaxed Payments Rule (Parts 18 2)~ITB.
(20 8 27 Nov 2020)
Associates, joi
options - ITB (4 Dec 2020)
2. Other topics.
+ Subjoct to Tax Rule - ITB (2 Oct 2020
+ implementation and Rule Co-ordinztion - IT8 (11 Dec 2020)
N Gt

WORTH READING

Phiippe Garito
“Danske Bank WI EU VAT Grouping Survive to Reverse Skandia?”
tenational VAT Monitor IBFD, 2021 (Vol. 32), No.4 (subscripton sefvice)

Yonah & Glanluca Mazzon!
“Stanjey Surey, the 1981 US Model, and the Single Tax Principi”
intertax, Kiuwer, 2021 (Vol. 49), Issu 8 & 9 (subscrpon service)

Mindy Herzfeld
“Pushing Pilar 1 Past Congress™
Tax Notes, Tax Analysts, 19 Juy 2021

INTERNATIONAL TAX QUIZ
THIS WEEK'S NEW QUIZ

XCo, a company incorporated and resident n X, owrs some land n Y.

to'¥Co, Y. for aprice of
$Z.XCo does not own any shares in YCo.

Under ndY,
central management and control s localed i X or Y, respectively

In accordance with Y stamp duty law, XCo pays 5% sellrs'stamp duty” on the price of
Undor Y law,

seller's stamp duty is
‘Some monihs later, the Y tax authoriies clam thet the price of $Z was less than the s
length prce (ALP) o the land. They therefore claim thal XCo owes additional stamp duty.
on the excess of the ALP over SZ.

XCo curently owns no assets n Y.

The XIY reaty s dentical to the 2017 OECD model reaty.

Wil XCo be required to pey the additonal stamp duty?

Answer in next woek's ITB email lert!

LAST WEEK'S QUESTION

ACo s a publicly isted bank which s resident n A. ACo has a branch in B. The branch
consttutes a PE under the AIB reay.

A small percentage of
form of 8 Dep

. an G, on bare st (ie.. as

)
CCoas he

elevant underlying property.

Some of the BDRs are acquired by DCo, an investman company resident i D.

Aco, the
BORS (including DCo).
Under nds,
posiary Receip
B, AIC. A, BIC, N
model treaty.
Wil ACo or AorBonthe

Afer applying .
didends and the resulting flow of cash?

(1) ACo's A tax labilty:

inder A domestic law, a labilty for A dividend withholding tax would probably not aise,
due to mutuaity.

Nevertheless, the pr )

under. foreign
branches.

(2) ACo's B tax labilty:

At 7ofthe
BORs, based on the "separate enterprise” assumplicn

The actual proft (f any) derived by ACO's 8 branch might be taxable under B domestic aw
(regardless of mutuaity).

(3)DCa's A tax abily

Under.
*dividend equivalent payments" under Depositary Receipts.

Thus, under domestic law, the cash paid to DCo shoid be subject to 20% A tax, as either
a dividend or a dividend equivalent payment

inder the AYD traty. i the cash retains the characte as a dividend. A, 10 should apply to
permit Ao levy tax according [0 the rate speciied n A 10— e, If the cash s a dividend.
DCo should be the beneficial owner of the dividend

However, f,under the AID reaty, the cash does not retain s character as a dividend, then
Art 10 would not apply. Instead, Ar. 7 should apply ‘o exempt the cash (i the absnce of
aPEinA) 7 does not

apply. ~and thatAr

At 10 " 3

A7 PEInB)
h

7 does
investor — and that Art. 21(3) would allow B tax (without i),

(5) Double tax relef n D:

Thus, tis possible that the cash is taxed n both A and B (in A, under Ar. 10 or At 21(3):
n B, under At 21(3)). In addtion, the cash might b taxabie under D domestc law. f the

Po s then D would
be required o provide relief from double taxation under Art 23A/B of the 2 reaties.

Note: The facts are based on the 2021 decision of the Mumbai ITAT in the Morgan Stanley
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