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INTERNATIONAL TAX QUIZ
THIS WEEK'S NEW QUIZ
diton X) and

boih CnstientEntiesn an MNE Goup i Wit scope”ofhe Iog s o
and YCo have baen members of the MNE Group for over 10 ye

For the MNE Group, i Transiton Year for both jurscicton X and jurisdicton Y i the 2024
fiscal year (31 December year.end).

Jurisdicion X imposes a 20% corporate Income tax, and fursdicton Y Imposes a 25%
rporate incoms tax

XCo was the owner ofIP The IP had a carying value in XCo's balance sheef of EUR .
However, s fai market value was EUR 150m.

tminrespect
ofthe IP e to accelerated tax depreciation.

On 1 January 2022, XCo 30l the IP 0 YCo fo a price of EUR 150m.

Under the accounting standard used o prepare th: MNE Group's consoldated financil
Y 1P equal

1P atthe rat of 10% per annum (educing balance method)
For jusdicton Y corporate income tax purposes: (1) At the purchase date, YCo has a fax

is of EUR 1£0m In the IP; and (2) YCo amortises the IP atthe rate of 20% per annm
(reducing balance method).

At he startof the 2024 fiscalyear, what wil be YGo' treatment under Art. 9,13 n espect
oitne P?

Answer In nextITS emal alert on 28 July 20231

LAST WEEK'S QUESTION

XCo, 2 company located i jursdicion X, s a Constuent Enty n an MNE Group which s

witin scope” of the GIoBE rules. Th juisdcton X corporate income tax ate s 20%. XCo

s he only Consituent Entry located in urisdicton X.

XCoauns 100% of he shaes i Yo, company beaied i urfsdcton Y he st
jursdicion Y

or

Xtax purposes. YCo s the only Gonsttuent Ently loated i jursdicton Y.

Anli-hybrid misnatch rues are not incuded in the corporate income ax law of efher
jursdicion X or Y. However, both jurisdictons have inplemented the GIoBE rules,includng
2 QDMTT (i efcivel the same form as the GIoBE model ues).

Fora fiscalyear,YCa's GIOBE Income s 100, s taxable Income (forurisdicton Y corporate
100.1n computing the 1

1. Interestexpense of 30 (on a loan from XGo) s dedt
2 tres e 6110 003 oan 1o 3 i pty bt
Fee i o 16 ot rovilonof o o o i are) s ks

The

< “addin
50 XCo's ot 10 o L e o e mmnm ¥ corporate income tax pald by

losses are deduted from the foreign source ncome.

whatls

LAST WEEK'S ANSWER

YCo's Adusted Covered Taxes:

3 Yoo orentax sxponse 0% 100 1,
2 ed tax expense: 0
5 XGo's Covered Toalocaen 0 YCo under A, 43.2)see s Abs 142,
4 Adjusied Covered Taxes: 10+ 14.9.= 249 [See Note 8 beow]
Note
a. YCo s a“Hybrid Entiy" defined in At 1025
5 XG5 Covred Tax o YGo's ot (a forln o e 10) (20% x 190) - 10=
6.
& AL 433 mtalon us o deermined
a e Income* (defined In At 10.1.1): Know-how fee ncome i probbly
aty* (ot defned), and thereore not Passive Incomes. However, YCo's
Interestincome of 10 would be Passive Income. The question does not provide ful
formation on YCo's expenses, ainough the inerest expense inurred fo XCo
foned. The Comm does not discuss whether Passive income is detemired
before o1 after deduciing reated expenses. 3ased on the wordng of he defnton
o prleed v i hat i sxpnsesar ot deduce. i
coredt, YC's Passive ncome
o A5 pora. (s e 18 X(10/ 10012 18
€ A 433 para. (o) should e: 5% x 10205
g. Thus,Ar 433 imiaton
R XCo's Govered Taxon YC's prof (excluding YCo's Passive Income}: 16x(30/ 100)
=144,
L XCo's Covered Tax allocated fo YCo under Ar. 4.3.2(¢) (sfe applying At 433
fimtation): 144 + 05 = 149
an b
At 4:3.2(0). According 43.20) appies
for the purposes of a GOMTT.
00 you agree?
a8 A
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