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HIGHLIGHTS

+ Latest developments on Pillar Two
+ Poland'

rules
+ Recentinternational tax cases
+ Should a "beneficial ownership" condition be "read Into" capital gains
article of double tax treaty?
E to deema
transfer of IP?
* Coninution of detll of GIOBE model rules
aday: At 24 appiicatin of the UTP

HAPPY FRIDAY!

The bears i

Meanwhile, in the tax world.

Poland coninues o absirct New Zesland wartste ax, bt esits e mputtr;
Article 13 locks out benefiial ownership; Medingo wins by doing nofhing exception:

Nigeris 00 winholangine e f iy Bacihstie or . . g o gocd US
Republicans anc Democrats agree on Russia; and wil Netflix Soon open a Swiss studio?

Butat the end of markets, there are 2
"Where's the bottom? And will the USD soon reach parity with the EUR?"

Have a great weekend!
Steve

THIS WEEK'S PODCAST

(For ITB video subscribers, please log in to access the video and
documents/reparts)

Tiemationa o cases
GIOBE model rules: detalled review
Asia Paclc

- Australa, India

« ECJ, Sweden, Swizerland, Turkey, UK

z

« Kenya, Nigeria, South Afrca
7. Americas

« Bz, Chile, US
8. Treaty news

ITB series on Pillars One & Two

+ GloBE model rules:
Art.2.4: Application of the UTPR (T8, 20 May 2022)
Allocation of Top-up Tax under the IIR & Art. 2.3: IR Offset
Wechanism (IT8, 13 Ma
< A.21: Applicaion of the IR (I8, Way 2022
+ Computat Top-up Tax (Parts 1 to 6) (ITE,
T 25 Marche 1., 22 8,20 Al 2328)
+ Fow-through Entities and Hybrid Entities (1T, 4 March 2022)
+ Computation of Adjusted Covered Taxes (Parts 1 to 3) (ITB, 11, 18 825
Eobruary 2022
« Computation of GIOBE Income or Loss (Parts 110 4) (ITB, 7, 14,21 &
25 damuary 2022
+ Draft model s for Amount A in P

r O

13 May 2022)

- Extractives exclusion (IT8, 22 Aprl 2022)

+ Scope (1T, 8 April 2022)

? Toxbase detarmination (78 25 Feoruary 2022)

d rey ourcing (1T, 11 February 20;

. Incluslvt Tramowans ne ateemson o lhars Ons & Tw (78,15 October
21)
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INTERNATIONAL TAX QUIZ
THIS WEEK'S NEW QUIZ

An MNE Group has 1 Constituent Entity (ACo) located In jurisdiction A.
Inyear 1.
“The MNE Group Is “Within scope” of the GIOEE r

uies
AUTPR Top-up Tax Amount of 1,000 s allocated to jursdiction A
The corporate income tax rate in jurisdiction A is 20°

ACo

+ Rmeuerono
+ Deductor
© Dot ot 4000

Under the Jurisdiction A Top-u
Frinshicd prosiieostogllohic e B

Inyear2:

+ The MNE Group Is not wihin scope of the GIJBE rules.
+ Atthe start of year 2, the MNE Group sells 100% of the shares in ACO 10 third

party
The corparate Income tax rate In Jurisdiction A s Increased to 25%
ACo has:

+ Revenue: 6,000
+ Deductions: 3,000
+ Taxable profs: 3,000

What UTPR Top-up Tax will be imposed on ACo in years 1 and 27

Answer in nextITE email alert on 3 June 20221

LAST WEEK'S QUESTION

0 NE Group st of  UPE (a0 Uy X 1 Qo 2. X602 it
X), YCo (located i ), ZCo (located in 2), and UCo flocated in

The Ownership hterests are directly owned as follows:
« XCo 1: 100% owned by UPE

« XCo 2: 60% owned by XCo 1, 10% owned by UPE, and 30% owned by thir partes.
= 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

i shares in a to profit
distributions and captal

None of the Investment Entty or Enty.
Allof the Jurisdictions have implemented the GIOBE s

For the current Fiscal Year:

« ZCo 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 amoun's of IR tex imposed on UPE, XCo 1, XCo 2 and
YCo for the current Fiscal Year?

LAST WEEK'S ANSWER

(1)XCo 1 s an Intermediate Parent Entity (IPE) (100% directly owned by UPE),

No Top-up Tax will be imposed on XCo 1, due to the fact that a Qualfid IIR applies to
UPE: Art. 2.1.3().

@) YColsa ) (28% dlrectly or ¥
hird parties).

In regard to ZCo: YCo's Allocable Share Is 100%: At. 2.2. Thus, Top-up Tax of 1,000 fs
Imposed on YCc: Art. 2.4

Inegardto UG o' Alocabe Share s 100%: At 22, Thus, Topup Taxof 3000 s
iposed on YCc: Art. 2.1.4. Note that the fact that UCo is located n U (same as UPE) has
o impact on te appication of At 2.1t YGo: see AT 2

(3)XCo 2 is a POPE (30% directly owned by third parties)

Art 2.1.5 does not apply to exclude XCo 2 from IR tax, as XCo 2 does not wholly own
Yco.

Inegard o 200:XCo 75 Alocable Shar s S0%: AT, 2.2.Pima fae, Top-up Tax of 600
Is Imposed on XCo 2. However, Art. 2.31 reduces trat Top-up Tax 1o

In regard to UGc: XCo 2's Allocable Share is 60%: Art. 2.2. Prima facie, Top-up Tax of
1,800 Is imposed on XCo 2. However, Ar. 2.3.1 reduces that Top-up Tax to ni.

(6)UPE:Inagartto 200 UPE' Alocable Share i 72% (. 30% auneddrecy n YCo,
pus 2% ouned ey n YCo Irough XCo 1 and XCo 2 A1 2.2 Prima fa

720 5 mposeon UPE. Howeer At 2.31 esces it Top- Tk o . G
e ot nat i 5% 19 owned g YCo. e ples  Guaifled IR

Inregard to UCc: As UCo s located in U (same as UPE), Ar. 2.1.8 provides an exclusion
Note: the Commentary allows Jurisdictions to delete ATt 2.1.6 when they transpose the
‘GIOBE rules Into domestic aw.

(5) Summary: ZCo: Top-up Tax Imposed on YCo: 1,000, UCo: Top-up Tax Imposed on
YCo: 3,000,

Do you agree?
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