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HIGHLIGHTS

Recent ntermationaltax cases
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ke o et sl o e oo
nicus varaion of busines prafls aricle: Saudl Araba ! Taiwan
+ Extonsion of treaty benefits to residents of third countries: Kosovo /
Netherlands

HAPPY FRIDAY!

Now Zealand tries to quit smoking; camels take Botox in Saudi Arabia; and No.10's
fockdown Christmas party seemed lie a good idea at the time!

Meanwhile, in the tax world

Stil waiting for
bk Koo etanancds v hends winbentes Evtoni and

oy

But at the end of the week, the most importan question s this: "Will the GIoBE rules

Have a great weekend!
Stove

THIS WEEK'S PODCAST

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

documents/repor
1. Pillars One & Two
2. International tax cases
3. Interesting treaty provisions
4. Trade
5. Asia Pacic
« New Zealand
6. Europe
-, U Neterncs
7. Treaty news

ITB series on Pillars One & Two

« Inclusive Framework's final agreement on Pillars One & Two (ITB, 15 October
2021)

Pillar One

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

Nexus — ITB (19 Feb 2021)

Revenuesourciug ules (Parts 1 8.2) 178 (2 Fab 6.8 Mar 2021)
dotorminations (Parts 18 2) - ITB (12 & 19 Mar 2021)

e ahocatlon (Pars 14 3 <178 (6 Mar 8.5 Apr 2021

Aot of dontil it Pt {820 11 (8 55 i 2035

Amount B (Part 1 8.2~ IT8 (30 Apr & T ey 2021)

Tax Cortainty (Parts 1 to 4) - ITB (21, 28 May & 4, 11 Jun 2021)

Implamentaton and adminisraion-. 178 (1 Jun 2031

Pillar Two

« GIOBE rules.
« Scope —ITB (9 Oct 2020)
5 Parts 18

« Carry-forwards — ITB (30 Oct 2020)
Carve-out the ETR

020)

« Income Inclusion Rule ~ ITB (13 Nov 2020)

« Switch-Over Rule, and Undertaxed Payments Rule (Parts 1 & 2) - IT8
(20 & 27 Nov 2020)
A

options - ITB (4 Dec 2020)
« Other topics

ITB (2 Oct 2020)
+ Implementation and Rule Co-ordination - IT (11 Dec 2020)
« Unresolved issues, GILTI & hub jurisdictions - ITB (18 Dec 2020)
WORTH READING

Stefanie Geringer
“imglications of he

QECD as EU legislalor?”

Garla De Pietro

“The GIoBE Income Inc
Euly Effective Appicaion”
EC Tax Reviow (Kiuwer), 2021 No. 5& 6
INTERNATIONAL TAX QUIZ
THIS WEEK'S NEW QUIZ

XCo's  publly e buthas ts
management i

X, XCols

Under
XCols resident.

XCo decdes o rlcat s had ffcs rm Y o . Afer he rcaton, XCo's place of
the X domestic tax law.

In response to XCo's relocation, Y changes it law, with this effect: for a period of 10 years
after the relocat il ¥ under the Y

¥ imposes a withholding tax of 25% on outbound dividends. X does not impose a
withholding tax on outbound dividends.

The XY treaty and the Y/Z treaty are both identical to the 2014 OECD model treaty.
During the 10 years' period, whal rate of ¥ withholding tax will apply to dividends paid to
smal shareholders who are resident (1) in X; or (2)in Z; or (3)in a country with which Y
has no reaty?

Answer In next ITB emall alert!
LAST WEEK'S QUESTION
XCo, & company resident n X, carries on an investment consuling business.

YCo. a company resident n Y, enters into a contract with XCo for XCo o undertake
Juch

As XCo does not have any personnel n Z, XCo sends 2 of ts X-based employees (0 Z to
Tescarch,analys and i the Z part f o stucy. Al e st was thoughi ha tho

Z for towever, due o their
eltciey. iy scully sponk a contnious paod o1 maniv . werkig ol me
the study for YCo. For

months,
The XY, X/Z and Y/Z treaies are al identicalto the 2017 UN model reaty, with Art. 238,
After applying the 3 treaies:

1. Which countres are permitted to impose income tax on the fees paid by YCo to
XCo for the study?

employees?

AST WEEK'S ANSWER
1. Fees paid by Y
11Xy
The fees would qualiy as *fees fortechnical services® (FTS), as defined in Art. 12A(3).

Thus, Y may tax XCo on the fees, subject o the rae limit in At 12A(2). X must give XCo &
creditforthe ¥ tax, under Art. 238(1).

1.2 XZ treaty:
Toe eshodssv s whalhar XCo has P nZ undorhe X vty Ther probbly s

0 At 5(3)b) public
e Wi o ok ey 1 165 oy combon st Hotever
in Ar. 5(1) PE at despte honot
desking: place,
disposal

for months (which
100 short for Art. 5(1), the UN Comm. makes clear that it s the actual time which matters:
7 A 5(1),

11XCo has a PE in Z, then Z is permitted to tax XCo on the profs attributabie to the PE:
1 deermining hose prons a) the fees refrani o he work paiomed a he PE I
Zuwoudneadobe dnied fom e oo vk by YCoto XCu @ expenses
e

their ravel, o
e VT for e s
supervision of the work, should aiso be deducted.

Itis unclear whether, in determining the Z tax on XCo's PE, Z must give a notional credit
for the Y withholding tax. Such a notional credit would arise by virtue of Ar. 24(3) of the.
X2 ety e non-dcrminatonproviioninregrd o PEs. The 2017 UN Comm, on At
24(3) reproduces the. discussion of this point but tis imited to
o nares and oyates - FT5 1 ot menboned. 8 ed s requled. vl b
equal to the lower o the Ar. 12A(2) tax rates in the X/Y and Y/Z treates, respecively.

X must give XCo a credit for the Z tax paic: Art. 238(1).

2. Salaries
Salaris for the 2 empioyees whie they were at the PE. may be taxed by Z: Art. 15(1) &
(2), XZ treaty. X must give the employees a credi for the Z tax paid: Ar. 238(1).
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