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INTERNATIONAL TAX QUIZ
THIS WEEK'S NEW QUIZ

ACo, a Consiituent Entiy resident in A, has these financial tems for a Fscal Year

Current tax expense: 25,000

100

1
2
3 500
4. Curenax expensenregrd o unceran e osons:
a. Accrued during curtent yez
b Pad durng ot yoar foceriod i yoar: 1500
i vt yoa (sctutd m pioryor) 800

5
6. Current tax expense in regard to "Exciuded Dvidends™ 1,200
Based on these numbers, what is ACo's Adjusted Covered Taxes forthe Fiscal Year?

Answor In next ITB emall alert!

LAST WEEK'S QUESTION

XCo, a Constuen Enty fesident X s bl o severl ke Inposed n X nd o ax
imposec

1. Income tax of 25% imposed on XC's taxable income.
a. In computing

(eg
‘and some other expenses quiy for a 200% deduction (e.g., R&D
ses).

XCF certain

the

profits derived by XCo's foreign subsiciay.
Spoclax o 0% Inposed b Y on XCo's shars of Aicunt A aocatd oY uncer
Pilar

4. Withholding ax of
the

vitholdng o, vhchis o fnl o,

& A Dot ke T

& Wl tx of 3% mposacon XCos sharenlders' cquityasshown i 5 most
e balance sheet.

7. Capitl duty o 1% imposed on the issue of new shre

& Topeup Tax mposad an XCo by X -ncome ncusion k", which s ot a Qualfed

IR,

Which of these taxes qualfy as Covered Taxes?

LAST WEEK'S ANSWER

1. Icome o 26% mposecdan X' vabeome
The donielof decuctn o s axpenes,an e o et e tr

for should
from being a ax wi espect 0 [XCo'] ncome o profs” Ar. 42 (a)

been released!)

“The income tax on the CFC inclusion wil be a tax "with respect o .. ts

share of the income or profis of a Constiuent Entty in which it owns an
(At 421(a)),

subsidiary. However, I the foreign subsidiary i indrectly owned by XCo, ifs

doubtfl whether the phrase, “owns an Cwnership Iterest”, i satisfed.

“Thus, Covered Tax, subject o the issue concerning the forelgn subsidiary.

2. Specal tax of 30% mposed by Y on XCa's share of Amount A allocated [0 Y under
Pilar One: This shouid be a tax "with respect 1 [XCo's] income o profs" (Ar.
42:1(a)). Also, see October 2020 bluepint report.

s, Covered Te

schedule)of ron ore extracted in XCo's miing operations: Nota tax “Wwith respect
10 [XCos] income or profts” (At 4.2.1(a); and not a tax “n lieu of a generally
(At 421(0), and

. not Covered Ty
4. Withholding tax of 10% mposed on gross amount o re

1125% income tax does.

aplcablecoporas incomeax” (A 4216

Thus, Cover
5. Qualiied uomnc Mnimum Top-Up Tax Exlded y A 4220

Thus, not Cover
5 Woalh v of 5% mposed on XGossharholdes’cquy: This would o a ax

v b eorone o retalned samings and coporle aquty* (A1 4.21)

7. Copi o mny u! 1% \mnnseu on ssue of new shares: his does notfallinto any
togory of

T o Covmed Tox

Top-up Tex imposed on XCo by X's “ncome incusion rule, which is not @ Qualifed

1IR: Not excluded by At 4.2.2(a), which i limited o a Quaified IIR. This wil be a

{ax Wwih respect fo .. s share of the income or profis f a Consiluent Enty in

hchitcums n Ourrsiy el At 4218, 1 XCo decly oursshrse

T Covrad s, o o s conemraig e Comstuan Enty

s
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