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HIGHLIGHTS

« Latest on Pillars One & Two
+ design of Amount B in Pillar One
+ whether GIOBE rules willlikely cause expansion of CFC regimes
in Europe

+ Continuation of detailed review of GioBE model rules.
+ Today: Substance-based Income Exclusion — In particular: payroll
carve-out

HAPPY FRIDAY!

Barty serves a surprise; Antarctica endures a heafwave; and Ukraine continues fo
P oave t waght

Meanwhite, in the tax word.

further cuts; the EU chases
it e, Ausireta plays games; and the UK gets ready to QAHC!

But at the end of the week the most importantquesiion is tis: "Wil Barty's etirement
last longer than Brady's?"
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THIS WEEK'S PODCAST

great weekend!
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Pillars One & Two
Cryplo-assets & Cf
Trade & other giobal deveiopments
GIOBE model rules: detalled review
Asia Pacific

«Australa, China, Singapore
Euro

« EU, Greece, taly, UK
7. Americas

. Peru
8. Treaty news

1TB series on Pillars One & Two

+ GIoBE model rules: Substance-based Income Exclusion  Payroll carve-out

(IT8, 25 March 2022)

GloBE model rule:

18 March 2022)

‘GloBE model rules: Flow-through Entities and Hybrid Entities (ITB, 4 March
22

omputation of Effective Tax Rate and Top-up Tax (ITE,

‘GIoBE model rules: Computation of Adjusted Covered Taxes (Part 3) (ITB, 25
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: Computation of Adjusted Covered Taxes (Part 2) (IT8, 18

: Computation of Adjusted Covered Taxes (Part 1) (ITB, 11
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omputation of GIOBE Income or Loss (Part 4) ITE, 28

: Computation of GIOBE Income or Loss (Part 3) (1T, 21
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: Computation of GIoBE Income or Loss (Part 2) (ITB, 14
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: Computation of GIOBE Income or Loss (Part 1) (ITE, 7
January 2022)
+ Draft model rules for Amount A in Pillar On

rax base determination (IT, 25

iexus and revenue sourcing

ary 201
Inchusve Frameworks il agreament on PlArs 0ne & Two (T8, 15 October
21)

WORTH READING

Gorka Echevarria Zubeldia
“Can There Ever Be a ihout Human Resources? - ECJ's Titanium

Intemational VAT Monitor, IBFD, 2022 (Volume 33), No. 2 (subscription service)

At Ghosh, Ashish Sodhani, Parul Jain and Vibhore Batwara
“Most Favoured Nation Clauses In India’s Tax Treaties - A Continuing Saga”

Tax Notes Today Intemational, Tax Analysts, § March 2022 (subscription service)
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*on  farm and equalty, however' according 1o the Pillar 2 Commentary”
Kiawer nttnational Tox Bog. 1 March 2622 ety avaable)

INTERNATIONAL TAX QUIZ
| THISWEEK'SNEwauiz |

An MNE Group has 2 Constituent Enties (AC & BCo) located i a urisdiction.

ACo
other juisdictions.

BCo carries on a manufacturing business.
For the 2028 Fiscal Year:

. Aco

20,000, and empl
securty contouions o 5,000
+ of these amounts, 2,000 is capralised to Eligible Tangible Assets

+ incurs employee compensation expendture of 3,000, and 10,000 of service:
fees paid to ACo

of . 4,000 s capl Tangible Assets, and 5,000
Is capltalised to inventory

What s the Group's payroll carve-out forthe jursdiction In 20287

Answer In next IT8 email alert!

ST WEEK'S QUESTION

An MNE Group has 4 Consiituent Entiles which are located in a jurisdiction. For the
curtent Fiscal Year:

ACo has GIOBE Income of 9,400 and Adjusted Covered Taxes of 400

BCo has a GIoBE Loss of 2,000 and Adjusted Covered Taxes of 40

GCo has GIOBE Income of 2,200, Adjusted Covered Taxes of 200, and a
‘Substance-based Income Exclusion of

DCohas a GloBE Lossof 1100 Ad‘usleﬂ Covered Taxes of 160, and a
Substance-based Income Exclusion

The Groun dose ot ave o Adeora Curent Top-p Tax I egar o the
Jurisdiction

« The jurisdiction has not inroduced a domestic minimum top-up tax

Q1: What s the Group's ETR and Top-up Tax (I any) for the jurisdiction?
Q2: Ifthe Group has Top-up Tax for the jurisdiction, what s the allocation of that Top-up.
‘Tax amongst the 4 Constituent Enties?

ar
Catuite ETR
Sum o Adjsted Govered Taxes: 400+ 40-+ 200+ 16

< NolGIoBE income: 44002000+ 2200 1,100 = B500 (. 12)
LB 5 418% G et o e oty

S0 o1)

o
Calculate Top-up Tax Percentage:
« Top-up Tax Percentage = 16% - 9.4118% = 5.5882%

Calculate Excess Profi:

: Susancn besedbcome Exchson: 3000 10
+ ExcessPy 4 t.522)

Calculate Jurisdictional Top-up Tax:
+ Jurisdictional Top-up Tax = (5.5682% » 4,200) - 0 — 0 = 234.7044 (At 5.2.3)

a2

Calculate Agg Income for all E have GIOBE Income:

+ Aggregate GIOBE Income: 9,400 + 2,20

11,600 (Art. 52.4)
Allocation of Top-up Tax (Art. 5.2.4:

ACO: 9,400/ 11,600 x 234.7044 = 1901915
BCo: il (GIoBE Loss)
CCo: 2,200/ 11,600 X 234.704¢
DCo: nil (GIoBE Loss)

14,5120

Do you agree?
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