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HAPPY FRIDAY!

‘Germany dodges a bullet; Spotiy is a wrap; and Debra is suspended for having too many
interlinkages!

Meanwhile, in the tax world.
The OECD moves from A 1o B; the EDF's bonds are incomparable; on's "Dollar

Redingt
am equreschang: Papus Now Ouines osel ke barks Kenya's miu s
royaltes

have their Imits!
Butat the end of the week, the most important queston s tis: "Cristiano who?"

Have a great weekend!
Steve

THIS WEEK'S PODCAST

(For 75 video subsarvers leas og I 10 access the video and
documents/reparts)

1. Pilars One & Tw

2. namatcoax cases
3. Asia Pacf
Ghin, Papua New Guinea, Singapors

4. Europe.

" Windfallprofits taxes, EU, Germany, taly
5. Afica

< Xanya, Soun Atica
6. Americ

 Coombl, Ecuaos, Uruguay
7. Treaty news

ITB series on Pillars One & Two

+ GloBE model rules:
B ER T8, 2 December

22)
Cor tructurings and Holcing Structures (Parts 1 to 7) (T8, 23
830 Saplemoar 7 141821 Octobar 1 8 18 Novembar 2022
Scope (Parts 1 & 2) (ITB, 24 June; 1 July 2022)
charging Provsions (pars 1105 T8, o138 20 May: 108 17 June
22)

Cormputatin of Efectve Tax Rt and Top-up Tax (Part 110 &) (T,

18 & 25 March; 1, 8, 22 & 29 April 2022)

Flow-through Entities and Hybrid Entities (1T, 4 March 2022)

Gomputation of Adusted Corared Taxes (Pt 1100} T8 11,18 825

Fobruary; 20 Juy 61249 8 28 Auguet; 16 Sptamoor 2122
putaton of 1oBE ncarn o Lov (Pt to 4y (T8. . 14,21 &

25 damuary 2022

+ Progress Repot on Amount A ilarOne (T8: 22 uly 2022

+ Draft mode ules for Amount A in Pilr On

" corainty (18, 10 dune 2022)

13 May 2022)
Extractives exclusion (I8, 2 Aprl2022)
Scope (ITB, 8 April 2022)
‘Tax base determination (ITB, 25 Feoruary 2022)
uraing (78, 11 Febrry 2022
agroemant on Pillrs o

Nexus and re
Inclusive Framework's fi Two (ITB, 15 October
21)

WORTH READING

Heydon WardellBurrus
*State Strategic Responses o the GIoBE Rules"

Onford Centre fer Business Taxation, 1 December 2022 (reely avallable on
w5 com)

Robert Goulder

1CJEU 1o the Rescue: As Goes Fiat, So Goes Apple’
TaxNotes Today nterhatonal, Tax Andlyss, 6 becember 2022 (subscrpton sevice)

INTERNATIONAL TAX QUIZ
THIS WEEK'S NEW QUIZ
ACo, a company located in urisdiction A, is the UPE of an MNE Group which is ‘wihin

scope” of the GIOBE rules. Jurisdiction A has a corporate income tax rate of 25%. ACo has.
o tax losses.

ACo directly owns 100% of the shares in XCo, a company located In juisdiction X,
Jurisdiction X has a corporate Income tax rate of 20%. XCo has no tax losses,

XCo directly owns 100% of the shares In YCo, a company located In juisdiction Y.
Jurisdiction Y does not levy a corporate Income fax.

Inthe current year, YCo derives 200 of profts, comprising (1) 100 of nterest income (no
related expenses), and (2) 150 of service fees (less 50 of related expenses). YCo does ot
incur any foreign withhoiding taxes.

Jurisdiction X has CFC rues. Under those rules, an amount equal to YC's 100 ofinterest
income s imputed to XCo.

Yo ot (1. 200) 8 Inpated  AGo.Howewer AGe i oias o crodt o e GFC
tax paid by XCo on the same amount.

what will be Taxes In the

Based on thi
current year?
Answer in next T8 emailalert!

LAST WEEK'S QUESTION

0,2 company oatedinurdcton .5 the UPE o an MINE Group which s “wiin
scope” of the GIoBE u

BCo s a company located in jursdiction B (which has not implemented a QDMTT). BCo
qualfes as an *Ivestment Fund" (Art. 10.1.1 definton). BCO has one class of Issued
shares.

Interest n BCo. The other Interests are
ety it g e,

ACo Includes BC's financial results in s consolic
line basis.

financial statements on a ne-by-

M e, BT 20 f i A S MR YA

those pretax prois are: (1) dividends o long-term (greater than 12 months) portfolc

Sharoholings 5. (2) gans on sal of such anarehcdings: 6. (3) mterot o corporate
60; and (4

lease ignore

expenses.

BCos B. A ot incur any
tax, and it does not have any ° (AT 10.1.1

definition) or “Elgible - (Ar n addition, pi

that no election & made under Ar. 7.5 or Ar. 7.6.
ACo s subject 1o GFC tax in Jurisdiction A with respect to is investment in BCo. For the.
purposes of the CFC rules, BCo's interest income ard gains o sale of bonds, are taxabie
The CFC tax rate is 25%.

Based on this information, what is BCo's Top-up Tax (f any) for the current year?

LAST WEEK'S ANSWER

BCo's GIoBE Income 35

00 - 65 (‘Excluded Dividens': Art. 10.1.1 defintion)

"Excluded Equity Gain
orLoss® (At 101.1 the excegtion for P

For the purposes of ATt 7.4, the MNE Group's Allocable Share of BCO's GIoBE Income s
60% x 135 = 81

B0 axenptnascition B and oss ot nu any oron withodng
erefore, subjectfo ATt 4.3, BCo's Adjusted Covered Taxes would be nl.

Howsver, Ao naurs a GEC taxats o 25% i rogad o 8Os restncome (0)and
gains on Sale of bonds (40). Thus, ACO's CFC tax is:25% X 100 X 60% = 15
feflecting ACO's 50% Ownership Interest in BCo.

Prina aie, a5 s alocaed 0 BCo unde AT 4.3.2(0, Howsver, both h nterest

income and . fal within in At
1011 Therelre he cap? i At 45 wil need f be appld. The amount npara. (315
15. The amount n para. (b) s calculated as: 16% x 100 = 15. Accordingly, based on the

Aumbers, the cap does not restict the tax allocated o BCo. (Note that the 35 of gains on

sl of ot potollosharshldings 1 exclied fom tne deiton ofPassive
Income? by the ciosing words n the defintion: *but only o the extent ..

Therefore, BCo's Adjusted Covered Taxes wil be 15,

Incalulating BGo's ETR, A, .42 s us 0 use the MINE Group' Aloable Stareof
BCo's GIoBE Income —

Accordingly, BCo's ETR s: 15 81
Percentage: Ar.7.4.5.

18.5185%. Thus, BCo has no Top-up Tax

Which means that BCo has no Top-up Tax.

Do you agree?
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