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HIGHLIGHTS

+ Latest dovelopments an Pilars One & Two
Agreements o remove DSTs in 2 more countries
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Meanwhie, in the tax world
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Have a great weekend!
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1. Pilars One & Two
2. International tax cases
3. Trade & other gobal developments.
4. Asia Pacic
« Malaysia
Euroy
" EU, Netheriands, Sweden, UK

6. Atica
+ Ghana, Nigeria
7. Americas

U
8. Treaty news

ITB series on Pillars One & Two

+ Inclusive Framework's final agresment on Pilars One & Two (IT8, 15 October
2021)

Pillar One

Scope (Parts 1,28 3) - ITB (22,29 Jan & 5 Feb 2021)
Nexus— 78 (1 Fob 2021)
urcing rules (Parts 1 & 2) - ITB (26 Feb & 5 Mar 2021)

o Tt
+ Proftalloc:
+ implementation and administration - IT8 (18 Jun 2021)

Pillar Two

- cisE ples

T8 (9 Oct 2020)

T Cartating the T (pats 1821178 (16823 0ct 2020)

+ Camyforvards - T8 30 Ot 2020)

. ‘computation of the ETR and top-up tax — T8 (6 Nov.

2020)

. Income ncluson Rl 178 (13 Nov 2020

+ Switch-Over Rulo, and Undortaxed Payments Rule
20857 Nov 2020)
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ptions — T (4 Dec 2020)

s 182)- 178

+ other topics
+ Subjoct to Tax Rule 20)
. implemantation and Rt Co-ordinlion - 78 (1 Dec 2020

WORTH READING

John F. Avery Jor
Aot Gon Wo Lo o th Hisoy of Al 21 of he OECD Modsl?*
Bt o lrnanl Taxaon, 8FD, 2621 (Volume 1), No. 112 (sbsctplon
ic0)
Voo hand. Nessandro Tunaand Kinga Romanciska
in Implementing the Pilar Two Globa) Minimum Tax Rules an
Posstie Seci s lrinalng e satoss sholoes”
19 November 2021 (reel available al ww.ssm.com)
s de Lima Carvalho and Larissa Falkowski
The Principal Role' o Socia Media
Tax Notes Tax Analysts,

INTERNATIONAL TAX QUIZ

ACo, a company resident in A, owns a valuable rade mark.

10800, 8, in retum for annual

However,

oyalty ncome from sub-lcensing.

in eturn for
fom using

9
the trade mark i s business.

BCo has no
other operations, assets, labilies or empioyees.

BCo uses ts 7%
andthe

“spread”
balance i paid as a didend {0 the group parent company.

0% (8) and 20% (C).

ideniical
into n 2016. The ML does not apply o the BIC reay.

The ALC realy i identcal 1o the 2011 UN model treaty, with a 10% rate specified n Ar
12(2). The MLI (incuding the PPT) applies 1 the AIC leaty.

There i no A/ treaty

Ater
royaltes paid by CCo 0 BCo?

Answor In next IT8 omall lert!

LAST WEEK'S QUESTION

(Co, 8 company residentin X, owns 100% of the shares in X Sub, another company
resident in X.

X Sub owns YCo, a compa
profable business n Y, but t owns very it real estate in Y.

the shares in YCo
In YCo were acauired by X Sub fom thrd paties many years g0, X Sub
T e st s b amlonoes o sess prmeee

XCo now selis 100% of the shares in X Sub o a third parly purchaser, and derives &
Smfcan proft onhe sae

The Xry 1 The MU
wealy
The ¥ they

and reats

‘he shares n
Capital gain under Y tax aw.

Under the ¥ law,

s the XY treaty alow the Y tax authorities 10 levy tax 0n XCo i regard fothe taxable
Castal G which (hey sayyXGo dares?

LAST WEEK'S ANSWER

A3

i actul X Sub, not XCo, YCo)
Thus, At

fom Y tox

however, XCo s freated as the owner and sallr of the shares i YCo, Ar. 13(5) would
ailow Y 0 tax XCo on the gain t derves.

/e

force over Y

by
disregarding X Sub's exisence.

However, he 2011 UN Gomm. on Ar. 1 would allow thal to occur f the use of X Subls.
consdord i b0 an “abus'fheeay se pares, 20.27,nd 363, Al paas, 2518 2,
ihe Gorm.

found o be an (

b
arrangem

ontrr [Yes, tis
Is very similr o the PPT!]

Applying those 2 elements tothis case:

Element (1): The fact that X Sub lcks substance is suggestive tha thi structure was put
However,

X —eg YCo without
rom Y

‘whether they are credible o not.

Element (2): The scope of the "second lim* inthe PPT is very dificult 0 dentiy.
Howsve,fth el inclement (1) et a mainpupose of s use o X Subs
it
Sy o e oo end parpose o o it oo,
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forward it to them.

Wt T8 o podcasts anyme, anyere wi o Asp!




