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Fenaly Retet

HAPPY FRIDAY!

Europe mett in the sun; Ronaldo goes for the money; but McCarthy can't find the
numbers!

Meanwhile n the tax world.

Pillar Two dominoes start {0 fall; Albania is potenially harmiul; Japan surcharges s
miltary; Korea wants more credit; Malaysia provides adequate requiremens; and Brazil
doesn't keep the OECD at am's length!

Butat the end of the week, the most important question is this: "Have you broken your
r's resolution yet?"

Have a great weekend!
steve

THIS WEEK'S PODCAST

(For I8 video st . please log in to and
documents/reports)
1. Pllar O
2. Pllar Two: Sal Harbours and Panaty Rele lor GoBE s
3. Plllar Two: oher developments
4 Otherglova developments
5. Asia Pacifc
« Japan, Korea, Malaysia
6. Europe
« Germany
7. Americas
« Brazil Us
8. Treaty news

ITB series on Pillars One & Two

onDSTs and

measures (IT8, 6 January 2023)
tion

o
H

in Pillar One (IT8, 16 )
s Report on Amount A in Pillar One (ITB, 22 July 2022)

. clal Services exclusion from scope (ITB, 13 May 2022)
* Extractives exclusion (IT8, 22 April 2022)

« Scops (ITB, 8 April 2022)

*  Tosiuwe dulsrminaton (T 25 Sty 2020

. and revenue sourcing (IT8, 11 February 2022)
Inchisive Framework's il agresmont on il v & Twe (T8, 15 Oetober

GloBE model rules:
= Art. 7.4 on ETR computation for Investment Entities (ITB, 2 December
2022)

Corporate Restructurings and Holding Structures (Parts 1 to 7) (IT8, 23
£ 90 St . 148 2 et 11K 18 Mvcribor 17)
Scops (Pats 18.2) T8, 24 Jun 22)

i rovisions (pits 1 6.9 (T8, . 13 420 May; 0 & 47 June

by

Computation of Effective Tax Rate and Top-up Tax (Parts 1 to 6) (ITB,
8, 22 & 20 April 2022)
Flowthrough Gnikies snd Hybrc Entes (1T, 4 Merch 2022
mputation of Adjusted Covered Taxes (Parts 1 to 9) (ITE, 11, 18 & 25

Febroary: 23 sy, 542198 2 Adguet 18 Septomor 8022
SonupAn UE oS st of Lowe IFM 40 TR 2, 1 2K

- cloBe Implem'nunon Fra
Gl on Safe Harwours and Penalty Relt T8, & danuary 2025)

WORTH READING

Robert Goulder
20ld Man Yells at Clouds and Other Responses (o the UTPR!
e Ty s ol T v ooy B33 (subscrpon servie)

Ruth M
*Ding-Dong! The EU Amn's-Length Standard Is Dead"
13 December 2022 freely avaiiable on www.ssim.com)

Bezhan Saleny

*A Global Tax System? Appraising the Model GIoBE Rules"
Biilish Tax Review, Thomson Reuters, 2022, Vol. 5, 601-622 (subscription service)

THIS WEEK'S NEW QUIZ

ACo, a company located n jurisdiction A, Is a Constituent Entity n an MNE Group which is
"within scope" of the GIOBE rules. ACO s the only Constituent Ertity located In jurisdiction
A. ACo became a member of the MNE G January 2025, when 100% of it shares
were purchased by the UPE from third parties

For the MNE Group, the GIOBE rules commence operation in 2024,

ACo has the following financial Income for 2025 (determined in accordance with the
Acceptable Accountin d used by the UPE in preparing its Consolidated Financial
‘Statements) (alin EUR milions):

3

Proft befors noome Tax 1.5

Incomo tx oxpense (100% Covered Taxes,no “uncerai fa postons”): 025
Net positive adjustments (under Art. 3.2 and following) in computing GIOBE Income:
18

Adjusted Covered Taxes: 0.3

Substance-sased Income Exclusion: 1.0

Based on this Information, does Jurisdiction A have a Top-up Tax n 20257

Answer In next IT8 emall alert!

LAST WEEK'S QUESTION

ACo, a company located in jursdiction A, is a Constituent Entity n an MNE Group which is
"within scope" of the GIOBE rules.

Ao/ the cuner ofvaluable 1P, which enses o group companies troughout tre
world, I retur for am's length royalties. ACO's camying value of the IP in fts 2022 financial
Siatements s 100

Jurisdiction A does rot impose a corporate income tax.

80, newly fomed company i urisdicton 8 s aso  Constuent Entlyn e same
MNE Group. BCo curently does not have any business operations, and It has

employees, Jusdcton B has & coporae ncome ax, wih a 25% tax rate. 8o 1 he nly
Constiuent Entiy located i jurisdiction B.

AL vt of 023, A st a2 800 for 1000 (i o ket ki B!
finances the acquisi 0 the UPE in the|

rion U By vitod of o sat B0 macomes e eansor o1 110 e o
company licensees.

2023 ana et il statemens, BCo amortises th 1P
10 schyer) e

e of 10% per annum
o dertves 10 oy income e e (e sse 1t

pulpcses 00 et v epesanon on o I o & 1t 61 0% per o (e 106,
each year).

‘The GIoBE rules firs: apply 1o the MNE Group in 2024.

Based on this information, will the MNE Group have a Top-up Tax for urisdiction B in
20247 Please assume that BCO continues 1o have no employees in 2024,

LAST WEEK'S ANSWER

The key issue In this case s whether, 1 its GIOBE Income In 2024, BCo will use:
abasis i he P f 1,000 (e fa market value pce whion 1 pays 1o ACO) o1 100 (ACO'S
cartying value) - n cther words, whether the Intra-group sale of e IP in 2023 (.., before.
the star of the GIOBE rules) achieves a *step-up* n the basis of IP for GIoBE purposes.

“The answer Is: BCo wil use 100 - .., o step-up will be achieved.

202415 a "Transiton Year" for the MNE Group: see Art. 10.1.1 defintion.

At 9:1.3: 1 ne caseof a anstr of asetsbetween Coniuen Entles afer 30
November 2021 and before the Transition Year, the basis in the
2cquirea assets . shll b based nnmemspnsmg iy camy g vaki o

ranserred assets upon disposition

n 2024:

1 BODS Adjusts Covered Taves: 110 100« 25%
2. BOos GoBE Income: 10-_(100x

3. Jurisdiction E ETR: 2.5/

& rsdcion ® Topup Tax 12 4 x 100 = 2.5 (gnoring QDATT)

‘Thus, my answer Is: Jurisdiction B Top-up Tax = 125

Do you agree?
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