(View emai a5 web page)

CIiB s o

[ S———

heck ot o sute o subscrpion plas: s (sandar) st
eversny oty e proesson et

4

HIGHLIGHTS

Lates

lopments on Pillar Two
Wi PR bresch cusmaryintrnatioal lw or double ax ol

ruings
ajor defeat for European Commission

Continuation of detailed review of GIoBE mode rules.

Today:

o assets

HAPPY FRIDAY!

i andred next

week!

Meanwhie, i the tax word

minimum tax s not @ 16% minimum tax!

the week,
that 1.5°C will not be achieved?"

H
st

THIS WEEK'S PODCAST

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

great weekend!

1. Pilar Two
2. Trade 8 ofher gobal developments
3. GIOBE modelrues: detaled review
4. Asia Paciic

- nda,Sogapre, Thakand
5. Euw

2 bugara, £, £
6. Afica

« Rwanda
7. America

Puerto Rico, US.
8. Treaty news

ITB series on Pillars One & Two

+ GIoBE modsl rule:
+ ATt 6.3.4 on GIOBE slection regarding adjustment of tax basis of
assets (IT8, 11 November 2022)
Art. 6.3 on transfers of assots and labiies 178, 21 October 2022)

A,
14 October 2022

+ ATt 621 on Consttuent Enttes folning an leaving an MNE Group
(T8, 30 September; 7

+ At .. applcation f consoldatedrevenus treshold o group
TS S10domerrs T8 23 Sopomber 2022
Scope parts 18.2) T8, 24 June  July 2022

T Charaing Proviions (arts 115) (78,6, 138 20 May; 10817 une
n

+ Computation of Effective Tax Rate and Top-up Tax (Parts 1 10 6 (T8,
o825 e 1.0, 22820 Apr 2022

+ Powtroug Hybrid Entites (IT8, 4 March 2022)

© Compultaton of Adusted Covered Taxes (pats 1 09T, 11, 10825
mm--y 29 July; 51219 & 26 August; 16 September 2022)

. utation of GIOBE Income or Loss (Parts 1to 4) (T, 7, 14,21 &
28 danu

Progress Report on Amount A in Pllar One (IT8: 22 July 2022)

Regulated Financial Services exciusion from scope (ITB, 13 May 2022)
ok T8, 22 Apr 202

Apri

el dvhml\nlllon 178,25 February 2022

Nexus and revenus sourcing (IT8, 11 February 202

Inctusve ks e dreemanton Pllrs O & Two T8, 15 October
021)

WORTH READING

Heydon Wardel. 8um
Four Quesions o UTPR Skeptics”
Tax Notes Today Itemational, Tax Analyst, 11 November 2022 (subscipton servioe)
Kasper Dzurdz and Chrstoph Marchgra

il Tox Rote ot T 15% Wght ot e Eno
Bl o iemasoral Tatvon BFD. 3025 (/0. 70, o 11 ocbscnpionservice)
Jonathan Schwarz

hat s the main purpose of a ransaction?”
Kuwer Internatonal Tax Blog, 3 November 2022 (feely avalable)

INTERNATIONAL TAX QUIZ
L THISWEEK'SNEwauiz |

Wit a 20% rat.

X Holdco, in jurisciction X

pany (LLC)formed under "

Iso under

Gorporate ncome tax, an they are boih subject o the 20% rat.

Unae cally causes.
o7 sssts andIahesof XCo L) o b e e and labiies arxch
{coporaton o

et 2 oo safes o XCo (sporalon nd 9 e (LLCyand Ko
(corporation) are deemed to be the same legal entiy.

nderh ursditon X ax v, he exess o (1) e fa value of XCo' assets

Wablies,over2) o ax basi o e asslsand 1 amount of 1 abiles, at e tme ot

the change n fegal form, is reated as a axabie gain for XCo. That gain s subject 0

Specal o at of 105, Ao, undr e rschton X et i change 1 egat
labiltes,

hat fai value.

What wil b er the GioBE rules, of
Answer in next T8 emailalert

LAST WEEK'S QUESTION

Ao 1 s located Injursdicton A, and s a Consituent Enity In MNE Group # 1. ACo 1
‘owns several businesses.

aco andis

ACo 1 sels the assels and abills Inone of s businesses to ACo 2, for consideration in
ACo 2 (70% of the value of

cash (30
s 110 v N g #2011 o NG G 5

InACo
shares according o hel valve.

of the consideration t povided 10 ACo 1

However, under 1 loss on.

Inherits ACO 1's basis n
he ransterred assels.

How wil this ransaction be treated under the GIOBE rues, for each of ACo 1 and ACo 27

LAST WEEK'S ANSWER

“The key question is whether the iransacion consifutes a "GIoBE Reorganisation’, as
delined in A 10.1.1

There are 2 ssues:

(1) Eistissue

et Hasato, o st areatsont (s opening wotds e “GuBE
Reorganisation” defiton)?

It nota “ransformation", which (according 1 the Commentary) rfers 10 a change In the
form of an Enity.

" — but what about a

tisa
liquidaton,or smiar ransacton"?

(e
hink th transaction s not a “merger”. And s cbviously not “quidaton”.

“demerger” abilties, or a “smilar
ransaction” Neverthes
not satsfied.

(2) Second issue

Is “the consideration for the ransfer .. in whale or I signiicant part, eqully Interests
1ACo 2["(para. *GioBE Reorg

Does 70% of the value of the otal consideration satsy the “sigifcant par” condiion? The
*signifcantp

My personal view i that T0% shod satisfy that conditn.

(3) Gonclusion on "GIoBE Reorganisation”

“demerger,

“GioBE Reor 7 ) ACo 1 fom s
GioBE Income
et v s oG 1 urs GIOBE ncome o Lo (A .53,

Iihe transacton i not a "GIoBE Reorganisation” () ACo 1 wil incude the gain (generally
5 reporid n s francil staements) 5 GOGE Incom or Loss and (1 ACo 2 we

under
Vansiered asects and 1aoies ncompuing 1o re GHBE income of Loss (A 651,

o1 as the carry
of the shares in ACO 2 i compulting s future GIOBE Income or Loss.

Do you agree?
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