(View emat a5 web page)

~
ST memeinattoxsyes “Internation tax news, explained”

‘Want o learm more about TB? Sign up for a fee trial by emaiing us.
(Check outou e ofsubscrpton plans. individual (tandard), student,
universty faculy, young prolessional, and enterprise

13 May 2022

HIGHLIGHTS

Draft model rules on Regulated Financial Services exclusion from scope for
Amount A in Pillar On
released for public comment
RS dati i e GORARA
Debt Bias Reduction Allowance
Cnmlnunlnn ofdatalled review of GIOBE model rules
Today: Art. 22 (allocation of Top-up Tax under IIR) and Art. 2.3 (IR
oftset mechanism)

HAPPY FRIDAY!
Bongbong wins; iPod loses; and Bitcoin plummets!
Meanwhile, in the tax worl.

¥ o ot o thefanclel seckor; OFC tax and GOMTT: whsh oss e s
doesnit defer FDII advice; Lufthansa collects the money and pays the price; Greet
leaves 10% behind; Switzerland is al at sea; and DEBRA does Brussels!

But at the end of the week, the most important question s this: “Which was the better
invention: iPod or Bitcoin?”

Have a great weekend!
Stove.

THIS WEEK'S PODCAST

(For ITB video subscribers, please log in o access the video and
documents/reports)

Pillar One
Pillar Two
EU: DEBRA
‘GIoBE model rules: detailed review
Asia Pacific
e, Thalang
Europe
« Belarus, Germany, Greece, Russia, Switzerland
Americas.
. us

Treaty news

ITB series on Pillars One & Two
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pristanting (IT8, 13 May
Art. 2. Application of the i (178, 6 May 2022)
+ Computation of Effective Tax Rate and Top-up Tax (Parts 1o 6) (ITB,
18 & 25 March; 1, 8, 22 & 29 April 2022)
« Flow-through Entities and Hybrid Eritles (178, 4 March 2022)
« Computation of Adjusted Covered Taxes (Parts 1o 3) (ITB, 11, 18 & 25
February 2022)
+ Computation of GIoBE Income or Loss (Parts 1 to 4) (ITB, 7, 14, 21 &
28 January 2022)
« Draft model rules for Amount A in Pillar One:
~ Regulated Financial Services exclusion from scope (ITB, 13 May 2022)
* Extractives exclusion (ITB, 22 April 2022)
« Scope (ITB, 8 April 2022)
* Taxbase determination (IT8, 25 February 2022)
= Nexus and revenue sourcing (ITB, 11 February 2022)
« Inclusive Framework's final agreement on Pillars One & Two (IT8, 15 October
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INTERNATIONAL TAX QUIZ
THIS WEEK'S NEW QUIZ

An MNE Group consists of a UPE (located In U), XCo 1 (located In X), XCo 2 (also located
in X), YCo (located In Y), ZCo (located in Z), and UCo (iocated in U)

The Ownership Interests are owned as follows:
0 1: 100% owned by UPE

« XCo 2: 80% owned by XCo 1, 10% owned by UPE, and 30% owned by third parties

« YCo: 60% owned by XCo 2, 30% owned by UPE, and 10% owned by third parties

« ZCo: 100% owned by YCo

 UCo: 100% owned by YCo

Al shares in all companies are common shares, which carry an equal right to profit
distributions and capital

None of the Constituent Enties is an Investment Entity or a Flow-through Entiy.
Al of the jurisdictions have Implemented the GIOBE rules.

For the current Fiscal Year:

« 2Co has Top-up Tax of 1,000, and GIoBE Income of 25,000

+ UCo has Top-up Tax of 3,000, and GIoBE Income of 10,000

Based on these facts, what are the amounts of IIR tax imposed on UPE, XCo 1, XCo 2 and
YCo for the current Fiscal Year?

Answer in next IT8 email alert!

LAST WEEK'S QUESTION

An MNE Group consists of the UPE and 4 other Constituent Entiles: ACo 1, ACo 2, BCo
and CCo.

The UPE Is located In Jurisdiction X, which has not Implemented the GIOBE rues.
‘The UPE owns 100% of ACo 1, which is located n jurisdiction A.

The UPE owns a 90% Ownership Interest in ACO 2, which Is also located i Jurisdiction A,
‘The other 10% Ownership Interests in ACO 2 are owned by thid parties.

G0 2 aus an 85% unersip Iteres in 800 whch s lcaled infurdicton 8. The
other 16% Ownership Interests in BCo are owned by third p

Bl o ol g e i ekl . i i
25% Ownership Interests in CCo are owned by ACo

None of the Constituent Enties Is an Investment Entiy.
Jurisdictions A, B and C have mplemented the GIoBE rules.
Inthe current Fiscal Year, CCo has an amount of Top-up Tax.

Which Constituent Entity or Entities will be subject to an IIR tax, under Art. 2.1, In regard to
CCo's Top-up Tax’

LAST WEEK'S ANSWER

Each of ACo 1 and ACo 2 is an Intermediate Parent Ently (IPE). Neither ACo 1 nor ACo 2
owns a Controling Interest in the other — therefore, Art. 2.1.3(b) is not applicable.

8Cals  Partaly.Ouned Parnt Ently (POPE).Wore than 20% of s Ownershp rests
are held direclly or indirectly by persons that are not Constituent Enites: () 15°

‘Ownership Interests directly held by third parties, and (i) 8.5% Ownership eress
indirectly held by thid parties through ACO 2.

Therefore:

UPE: No IIR tax, because jurisdiction X has not implemented the GIOBE rules —

therefore, Art. 2.1.3(a) is not applicable.
0 1: IR tax is imposed on ACo 1, equal to ts Allocable Share of CCo's Top-up.

Tax: At 2.1.2. Under Art. 2.2, its Allocable Share is 25%

ACo 2: IR tax Is Imposed on ACo 2, equal to its Allocable Share of CCo's Top-up

Tax: At 2.1.2. Under Art. 2.2, Its Allocable Share is prima facie 63.75% (but see

below

BCo: IIR tax Is Imposed on BCo, equal toits Allocable Share of CCo's Top-up Tax:
inder Ar. 2.2, its Allocable Share Is 75%
Douslataxaton etvesn ACO 2 and BCO i rleved by A 2.: AGo 78 3.75%
cable Share Is reducet
Thus4 il IR abites "o 1 (ocasle ar
%)

5%) and BCo (Allocable:

Do you agree?
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