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Butat the end of the week, the most important question Is tis: “How high will petrol
prices go?"

Have a great weekend!
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+ Tax certainty (IT8, 10 June 2022)
Regulated Financial Services exclusion from scope (1T8, 13 May 2022)
Extractives oxclusion (IT8, 22 April 2022)
Scops (IT8, 8 April 2022)
Tax base determination (IT8, 25 February 2022)
- Nexus and revenue sourcing (IT8, 11 February 2022)
+ Inclusive Framework's fi ton Pillars One & Two (IT8, 15 October

rts 110 6) (ITB,

WORTH READING
S
“Dich bilty of Artcies (1) and 24(4) of tothe
e e o

Joural, 022 (Volume 51), No. 6

(subscription service)

Matteo Cataldi and Mirko Sever
“Tianste Pricng Aspectsof Sanctions against Counties®

intemational Transfer Pricing Joumal, IBFD, 2022 (Volume 29), No. 4 (subscription
service)

Kim Blanchard

Frcton Between Pla Two a1 U S, Tax Prngilest

(subscrpton service
THIS WEEK'S NEW QUIZ

ACo, located in A, Isthe UPE of an MNE Group.

ACo owns 100% of BCo (located In B), 70% of CCo (located In C), 100% of DCo (located
In D), and 40% of EC (located In E),

The other 30% of CCo is owned by third partes.

BCo owns 16% of ECo, and CCo owns 26% of ECo. The other 20% of ECo is owned by
thid partes.

Al of the shares In al of the companes are common shares, with an equal right to profit
distributions and cagital,

A,B, G and D have mplemented the GIoBE rules, but E has not.

ECo1s a Low-Taxed Consttuent Entty. It has Top-up Tax for the current Fiscal Year of
1,000.

Q1: What amount of IR tax and UTPR tax wil be Imposed, and on which ety or entiles?

Q2: Same question as Q1, with one change in the facts: A has not implemented the GIoBE
rules.

Answer In next IT8 emall alert!

LAST WEEK'S QUESTION

An MNE Group has 1 Constituent Entiy (ACo) located in jurisdicion A. The UPE owns a
direct or indirect 75% Ownership Interest in ACo, with the balance of 25% owned by third
parties.

In year 1

« The MNE Group is “wihin scope” of the GIBE rules

« AUTPR Top-up Tax Amount of 1,000 is allocated to jurisdiction A

« That UTPR Top-up Tax Amount relates to the Top-up Tax of XCo, a Low-Taxed
Constiuent Entiy located n jurisdiction X. ACo has no transactions with, and no
direct or indirect equity investment in, XCo.

+ e comorat noome ax et n rsdicton Als 20%
ACo

s: 3,000
© Taxatle s 4,000

Under the jurisdiction A tax law, the UTPR Top-up Tax Amount is imposed by denial of
deductions (across-the-board, not specific deductions).

Inyear 2:

« The MINE Group is not "within scope” of the GIoBE rules
« Atthe start o’ year 2, the MNE Group sells 100% of the shares In ACo to a third

party
. tax edto 25%
« ACon:
~ Revenue: 6,000
- Deduction:

s: 3,000
© Taxabi prit: 3000

What UTPR Top-up Tax (If any) will be imposed on ACo In years 1 and 27

LAST WEEK'S ANSWER

Intacuctory point UTPR wil b imposed on AC,regardess o (1) e fact tat ACo
d by third parties; and (2) the fact that ACO has no trarsactions with, and no.
et o ndiect eauty nvesiment 1, XGo.

Year 1,
Ao will be denied allof s existing deductions of 3,000: Ar. 2.4.1.
6

« Thatwil cause an additional cash tax expense of 3,000 x20%
« And that willleave 400 of UTPR to be imposed.

Year2:

Art. 2.4.2 wil equire there to be a second adjustment under ATt. 2.4.1, In fegard to

year
Therefore, ACo will be denied deductions of 1,600: Ar, 24.1.
That will cause an addiional cash tax expense of 1,600 x
T sacond imentwi e o ngom 2, girles ot (1) factnt e
MNE Group s not "within scope” of the GIOBE rules; and (2) the fact that ACo.
‘wholly owned by third parties: Commentary on Ar. 2.4. (1hope the third party
acquirers do their tax due diigence thoroughly!)

Do you agree?
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