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+ Nexus and revenue sourcing 1T8, 11 February 2022)
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ich s “winin scope”

XCo s located njursdicton X, whic lvies acorporate Income ax.
nYear 1

. 150,

x

10% e
corporate ncome tax purposes a 20% pr

+ XCaas Gk e of 100, st espensig 15of depreciaton for e xed
educting 30 of depreciationfor he xed assel

proft and taxable income.
The X corporate income tax rae s 25%

n'Year2
+ XCo 1as GIoBE Income of 120, afer expensing 15 of depreciaton for he ired
asset

. ater asset

profit and taxable income.

Year2)

Sase o hesefacs,what amouis ofTopu Tax fany) doss XCo have b each o
Years 1

‘Qualfied Domestic Minimum Top-up Tax
Answer in next T8 omal alert

LAST WEEK'S QUESTION

XCols the ony Constuent Eniy (i an “n-scope” MNE Group),which s located in
ursdicton X.

fosses.
In Year 1, XCo derves:

+ GloBE Income: 100
+ Taxabie pofts: 100

In Year2, XConcurs:

+ GOBE Loss: 80
© Taxloss: 100

XCo caries back ail of he Year 2 tax oss t0 apply agaist the Year 1 taxable profs

What amounts of Top-up Tax (1 any) willaise for XCo In Year 1 and Year 27

LAST WEEK'S ANSWER
(1) Year 1 (vefore tax oss carred back):

(GRBE Income: 100
Taxable profs: 1
Curent tax expense

Tota Defered Tax mmw Amount i
Adjusted Covered Taxe

ETR:10/100= 10%
Topup Tax: 5
(2) Year 2 vefoe tax loss caried back):

GioBE Loss: 80
Taxloss: 100

Currenttax: i
Total Deferred Tax Adgusiment Amount: (80 X 15%) + 20 x 10%) = (14) (e, deferred tax
‘asset fortax oss at 10% rae, Increased 1 15% rate 0 the exient of GIOBE Loss of 80 Ar,
442(0), At 443)

Adjusted Covered Taxes: (14)

AS 00 GIOBE Income, here s o ETR (A 5.11), and thus 1o Top-up Tax Percentage
(A 521

Expected Agusted Covered Taxes (defined in A 4.1.5:80 x 16%
Thus, Addiional Current Top-up Tax:(12) - (14) =2 (Ar. 4.1.5)

2)

Thus, Topup Tax: 2
() Year 1 (afr tax oss carried back)

GBE Income: 100
Taxabie profts: i
Curent tax expense: il or Reduction o Covered Taxes under At 4.1.3(c)

Total Deferred Tax Adstment Amount: 14
(Amended) Adjusied Covered Taxes: 14

Taxes, At 461
25 an adjusiment o Covered Taxes In Year 2

‘Accordingy, Top-up Tax of 51 Year 1 remais.
@) Year 2 (ater taxloss carried backy

In Year 2,4 added 10 Adusted Covered Taxss, which become (10) ., (14) + 4

10)

This il cause the Additonal Gurtet Top-up Tax n Year 2 o educe o i, because e

Tares.
Ths, (amended) Top-up Tax: il

(6) Final answer:

Year 1: Topup T:
Year 3 Topap Tax-ni
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