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Denmark
Denmark proposes Pillar Two legislation

Denmark’s legislative draft proposal to transpose Pillar Two into the Danish tax legislation
was published the June 26, 2023 (titted Minimum Tax Act). The draft legislation aims to
implement Pillar Two effectively from January 1, 2024 for financial years starting
December 31, 2023 or later. The proposal aims to implement EU Directive 2022/ 2523 as
of December 14, 2022 (the Directive). The draft proposal has been sent for consultation
with various Danish parties; the deadline for providing comments to the draft bill is August
18, 2023.

The draft proposal generally aligns with the Directive and introduce a 15% minimum tax.

The proposal includes implementation of the Income Inclusion Rule (IIR) for income tax
years starting 2024 with a later implementation of the '‘Undertaxed Profit Rule' (UTPR) in
2025. The proposal also includes a Danish Qualified Domestic Minimum Top-up Tax
(QDMTT) applicable from January 1, 2024.

The Pillar Two legislation effectively introduces a new corporate tax system in addition to
the existing company tax framework. The Danish legislative draft proposal lays down the
new rules in a separate legislative act. The new tax act will apply alongside and in
addition to the existing Danish national tax rules, tax treaties, various EU Directives, and
government decisions. The legislative act will apply to entities of (multinational or large
domestic) groups that are based in the Denmark with a consolidated group turnover of at
least €750 million (certain sectors are exempted).

PwC observation:

Various Danish parties will discuss the legislative proposal
in the coming months and an actual proposal is expected
shortly after the summer holiday. The legislative bill is
expected to enter into force on January 1, 2024 and apply
to accounting years beginning on or after the December 31,
2023.

The Danish Ministry of Taxation estimates that the
Minimum Tax Act will lead to a large administrative burden
for approximately 75 Danish parent entities. The annual
administrative burden for each parent entity is estimated to
be approximately DKK 480,000 (about USD 71,000) and
DKK 61,000 (about USD 9,000) for one subsidiary (on
ongoing basis). Additionally, implementation IT- fees are
estimated to be DKK 1.7 million (about USD 250,000) per
parent entity plus additional establishment cost for advisors
etc. estimated at DKK 750,000 (about USD 110,000) per
parent entity.
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Germany

Germany publishes draft Pillar Two implementation bill

The German Federal Ministry of Finance on July 11
published a draft bill dated July 7 on implementation of
the EU Council Directive to implement the global
minimum tax into German national law. The legislation
reflects updates from feedback received from various
industry associations and the OECD Administrative
Guidance published in February 2023. The legislation
follows a March 20, 2023, discussion draft.

The legislation consists of 95 sections (instead of 89
sections in the discussion draft.)

Significant adjustments are also proposed in the Income
Tax Act and the Foreign Tax Act, including abolition of
the so-called royalty barrier rule, lowering of the low tax
threshold for Controlled Foreign Corporations (CFCs)
from 25% to 15%, and abolition of CFC income being
subject to German trade tax.

Read the full PwC Tax Insight.

PwC observation:

Businesses should continue to monitor the
ongoing legislative process. The next
legislative steps—publication of a government
draft and referral to the parliament—are
expected toward the end of August or
beginning of September.
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Hong Kong

Hong Kong passes new legislation to address tax treatment of insurers upon implementation of Risk-
based Capital regime

The Insurance Bill 2023 (Bill) passed its third reading in

the Legislative Council, unamended, on July 6, 2023. PWC observation:

The Bill was gazetted as the amendment ordinance on

July 14, 2023 (new law). Despite the Government’s clarifications on certain
) . provisions of the new law in response to submissions

The new law amends the Insurance Ordinance to provide made by several industry bodies and business

a legal framework for the implementation of a Risk-based organizations during the legislative process, many of

Capital regime for authorized insurers in Hong Kong. The its provisions remain complicated. Insurers should

new law also makes miscellaneous and related assess how the new law would affect their profits tax

amendments to other ordinances, including the Inland reporting as well as prospective tax liabilities in Hong

Revenue Ordinance. Kong.
Read the full update here.
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Hungary

Hungarian Parliament approves bill covering tax law changes

The Hungarian government on June 6, 2023 submitted a
bill (No. T/4243, the 'Bill) to Hungary's Parliament
covering proposed tax law changes for 2024. While the
Parliament approved the Bill without major changes for
most of the provisions (including the corporate income
tax rules and the extra profit surtaxes introduced by
Government Decree 197/2022. (VI1.4.)), provisions
relating to the payment services tax (PST) were updated.

Below are key changes relating PST, which subjects
certain payment services to a 0.3% tax, capped at HUF
10,000 (EUR 25) per transaction. The PST applies to
foreign persons providing cross-border services to
Hungary.

The Bill originally intended to clarify uncertainties
regarding the definition of cross-border service provision.
The Bill submitted to Parliament stated that the PST is
applicable to foreign persons who provide payment
services, credit and loan granting, currency exchange
activity and currency exchange intermediation services
(“in-scope services”) to Hungarian tax residents
(including both individuals and entities). However, based
on the legislation approved by Parliament, the definition
of in-scope services was reconsidered. The precise
meaning of the cross-border service provision remains
unclear; as such, the uncertainties stemming from prior
legislation introduced in 2022 remain.

The BIll also introduces a new levy for non-resident
airlines.

PwC observation:

Foreign investment service providers should assess
the impact of the legislation carefully analyze their
expected position as a result of the changing
legislation.

Although the approved Bill clarifies some previously
open questions, uncertainties around the definition of
cross-border service provision remain.

Many airlines with departing flights from Hungary are
not Hungarian tax residents and have no fixed
establishment in Hungary which would have qualified
as a PE for the purposes of the local business tax. As
a result of the new levy on non- resident airlines,
many airlines may have additional Hungarian tax and
compliance obligations (registration obligation and
yearly tax returns).
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Poland

Polish Ministry of Finance plans to change the rules on issuing the individual tax rulings

The Ministry of Finance on June 20, 2023, launched tax
consultations on the draft amendment to the Tax Ordinance
(the 'Bill). A key proposal concerns amendments to the
provisions on issuance of individual tax rulings.

An individual tax ruling and associated compliance provides
protection against the payment of interest on tax arrears,
fiscal penal sanctions (such as fines), and the payment of
the tax itself. A tax ruling also provides assurance of
correctness of the tax settlements.

The new provisions would require new tax rulings to
maintain the received protection. The validity of the rulings
or their modifications will be limited to 5 years (the current
state of law issued rulings do not have any specific validity
period). Per the transition rules, individual tax rulings issued
before January 1, 2019, will expire on January 1, 2024.
Individual tax rulings issued after December 31, 2018 would
expire within 5 years from the date of its issuance.

Taxpayers will need to extend the validity of an individual
tax ruling for another 5 years to continue to benefit from the
protection of the ruling and pay an increased application fee
for extension of the validity. The procedure to renew an
individual tax ruling is based largely on the previously
issued individual tax ruling however changes in a taxpayer's
facts during the ruling's validity period will need to be
addressed. The application fee is to be linked to the
minimum remuneration for work, resulting in an increase up
to 90 times the current fee (the second half of 2023 the
minimum remuneration will amount to around EUR 800).
Certain exception would apply.

During the ruling validity period, the fiscal authority may
state that the individual interpretation has expired if it is
inconsistent with the general interpretation or tax
explanations issued under the same legal status. Taxpayers
should monitor developments related to the topics covered
by their tax rulings. Comments to the draft bill are due by
August 31, 2023.

PwC observation:

The most important changes planned with
regard to individual tax rulings concern limiting
the period of their validity to five years and an
increase in fees for issuing the individual tax
rulings. Work on the amendments to the Tax

Ordinance Act may be undertaken after the
autumn parliamentary elections. Taxpayers
should review individual tax rulings previously
obtained, assess their validity and consider
application for a new tax ruling to ensure further
protection prior to the law being effective.
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Singapore

Proposed taxation of gains on disposal of foreign assets

The Ministry of Finance (MOF) on June 6, 2023,
published the draft Income Tax Bill 2023 (the ‘draft Bill’)
for public consultation. The proposed section 10L
imposes a tax on gains from sale or disposal of any
movable or immovable property situated outside
Singapore (collectively foreign assets’) that are received
in Singapore by a relevant entity which does not have
economic substance in Singapore.

The proposed change will apply to gains from sale or
disposal of foreign assets occurring on and after January
1, 2024.

As the proposal has not been legislated, businesses
should monitor this development and consider its
implications.

Read the full Tax Insight here.

PwC observation:

The proposed section 10L comes on the back of
increasing efforts to curb cross-border tax
avoidance and prevent double non-taxation. While
this proposal is not entirely surprising in today’s

international tax policy environment, it represents !
a significant shift in Singapore’s tax regime which |

currently does not tax capital gains.

The draft bill is not yet law, and there may be
further changes following feedback from the

ongoing public consultation. The MOF has &
indicated that it will publish a summary of the ;
feedback received and its responses in August =%
2023. Businesses should follow these
developments closely and evaluate potential
implications and whether they can satisfy the
economic substance requirements.
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United Kingdom of Great Britain and Northern Ireland (the)

UK consultation launched on three fundamental aspects of UK's taxation of multinational enterprises

HM Revenue & Customs (HMRC) on June 19, 2023,
launched a consultation on possible changes to three of
the most fundamental aspects of the UK’s taxation of
multinational enterprises (MNEs). The three consultation
areas are:

» Transfer pricing (TP) - the basis on which profits are
divided between jurisdictions as a result of
transactions between two or more legal entities within
the same MNE.

* Permanent establishments (PEs) - the attribution of
part of the profits of a single legal entity to two or more
jurisdictions.

» Diverted Profits Tax (DPT) - a targeted measure
introduced in 2015 to counter what HMRC considers
to be “contrived arrangements designed to avoid
profits being taxed in the UK.”

HMRC sees the consultation as an opportunity for
modernization to provide better clarity and to maintain
alignment with policy intention, international standards
and the UK’s network of bilateral tax treaties. Any
reforms would be intended to improve fairness, produce
simpler and more easily understandable legislation, and
promote inward investment into the UK by increasing
certainty and access to treaty benefits.

Read the full PwC Suite article.

PwC observation:

One of the two PE options under consideration - as
defined by Article 5 of the current OECD Model,
subject to the relevant double tax treaty - would result
in the extension of the domestic PE definition due to
the 2017 OECD Model approach to “dependent agent”
PEs:

* PEs would include someone who “habitually plays
the principal role leading to the conclusion of
contracts that are routinely concluded without
material modification by the enterprise”, even if
they do not actually conclude the contracts.

The “independent agent” exemption from PE
status would not apply where “a person acts
exclusively or almost exclusively on behalf of one
or more enterprises to which it is closely related.”

The UK has not adopted the Multilateral Instrument
(MLI) measures for dependent agent PEs; such a
change only would impact where there is no double ¢
tax treaty or where a new treaty is negotiated to
include the expanded definition. If the UK were to
change its MLI position, it would have a much wider
impact.
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United States of America (the)

Tax committee leaders release US-Taiwan tax agreement discussion draft

The chairmen and ranking members of the House Ways and Means and
Senate Finance Committees on July 12 released a discussion draft of
legislation (‘the legislation’) to provide treaty-like benefits aimed at relieving
double taxation for businesses engaged in cross- border activities between the
United States and Taiwan.

The legislation would add new Section 894A, creating benefits for residents of
Taiwan, including reduction of US federal income and withholding taxes,
application of permanent establishment rules under traditional treaty standards,
and treatment of income from employment. The legislation also defines
‘qualified residents’ of Taiwan and includes rules applicable to dual resident
individuals. The provisions would be effective as of the date of the enactment
of the legislation but only would apply once the US Treasury Secretary
determines that Taiwan has granted reciprocal benefits to US persons.

In releasing the legislation, which was made available along with a summary
and a technical explanation of the proposed rules, the lawmakers requested
comments on the discussion draft to be provided by July 24, 2023.

Separately, the Senate Foreign Relations Committee on July 13 approved a
bill (S. 1457, the Taiwan Tax Agreement Act of 2023) to authorize the
negotiation of a US-Taiwan tax agreement providing double taxation relief.

Read the full PwC Tax Insight.

PwC observation:

The release of the discussion draft reflects
the strong bipartisan interest in Congress in
promoting US economic investment and :
cooperation with Taiwan. In light of interest in .
this issue, some on Capitol Hill may view a
US-Taiwan tax agreement as a potential
legislative vehicle to address unrelated tax

issues later this year that also have
bipartisan support, such as proposals to
restore the current deductibility of Section
174 research expenditures.

Taxpayers with activities and investments in

Taiwan and Taiwan residents with activities 4

and investment in the United States should
monitor these developments.
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United States of America (the)

United States Internal Revenue Service issues temporary foreign tax credit relief

Treasury and the IRS on July 21 issued Notice 2023-55 (the ‘Notice’), which
announces temporary relief for taxpayers in determining whether a foreign tax may be
creditable under Sections 901 or 903 in a tax year (‘relief year’) beginning on or after
December 28, 2021, and ending on or before December 31, 2023 (the ‘relief period’).

During the relief period, taxpayers that satisfy certain consistency requirements may
determine the creditability of foreign taxes under standards set forth in former
regulations under Section 901 (for a net income tax) and revised regulations under
Section 903 (for an ‘in lieu of tax).

Treasury and the IRS continue to analyze issues relating to final regulations (T.D. 9959)
published on January 4, 2022 under Sections 901 and 903 (the ‘2022 final
regulations’), and are considering proposing amendments to those regulations.
Treasury and the IRS also are considering whether, and under what conditions, to
provide additional temporary relief beyond the relief period.

Read the full PwC Tax Insight.

PwC observation:

These changes permit taxpayers to determine the
creditability of their foreign income taxes and ‘in lieu of’
taxes without satisfying the attribution requirement and the
more onerous cost recovery requirement promulgated in
the 2022 final regulations. This relief is expected to

favorably affect the creditability of foreign taxes, such as
certain Brazilian corporate income taxes, various services
and royalty withholding taxes, and nonresident capital gain
taxes. The relief generally is available for calendar tax
years 2022 and 2023 and for fiscal tax years ending in
2023. Taxpayers that already have filed a 2022 tax return
should consider filing an amended return.
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Nigeria

Nigeria’s FIRS issues assessments to international petroleum tankers and transport vessels

Nigeria's Federal Inland Revenue Service (FIRS) recently started issuing assessments
to companies operating ocean-going petroleum tankers, including International
Petroleum Vessel Companies (IPVCs) deemed to have ‘conducted business’ in
Nigeria. These assessments typically include a deemed 6% tax on alleged freight
income, and in some cases demurrage and detention charges, together with penalty
and interest. There are no public details on how the income earned by the IPVCs was
determined; the FIRS stated that failure by these IPVCs to submit tax returns or make
payments will be considered as tax evasion.

Non-Resident Companies (NRCs) that carry out international transportation are taxed
on their profits from the outward carriage of freight from Nigeria. In practice, however,
international shipping businesses are taxed at an effective rate of 6% on outward
carriages (i.e., applying a 30% tax on a deemed 20%profit).

NRCs may be able to benefit from tax treaties and be partially or fully exempt from
corporate income tax if a Nigerian owned vessel also operates in the home countries
the NRCs.

Ambiguities exist in applying the taxing provisions, including determining what parties
would be captured. Arrangements for carriage of commodities can be complicated as
they involve several parties such as the vessel manager, the vessel owner, the owner
of the items being transported, etc. There are no clear definitions on what constitutes
‘carriage’ or ‘transportation’.

International shipping companies that earn income from the outbound carriage of
freight from Nigeria and are not protected by the treaties are required to register as a
non- resident company and comply with domestic tax laws.

Tax authorities also are entitled to carry out audits and issue additional assessments
within 6 years from the relevant tax year. This limitation does not apply in cases of
fraud, willful default or neglect by the company.

PwC observation:

International companies
that operate ocean-going
vessels/tankers  should
assess whether they fall
within the scope of the
specific tax rules for
shipping companies, or
any other tax provision.
Businesses located in
treaty  countries  with
specific conditions also
should determine whether
they can meet those
conditions. Taxpayers
can question (within a
specific time period) and
raise objections to taxes
raised.
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India

Indian Administrative Tribunal
secondment arrangements

The Indian Administrative Tribunal (Tribunal) in a recent ruling held that
reimbursement of salary paid to employees seconded to India cannot be
taxed as fees for technical services under the India-US Double Taxation
Avoidance Agreement (DTAA).

Under typical overseas secondment arrangements, social security laws of
a secondee's home country and business considerations result in payroll
retention and salary payment by the overseas entity, which is claimed as
reimbursement from the Indian company employing such secondee.
These reimbursements usually are not subject to tax, being pure cost
reimbursements.

The Indian Supreme Court, in the context of indirect tax laws, previously
adjudicated that the secondment of employees by an overseas entity
resulted in manpower supply services being rendered by the foreign
company, and payment for such services will be liable to service tax.

The Tribunal distinguished its ruling from the Supreme Court decision on
the below aspects.

* The Indian Supreme Court decision has to be read in the context in
which it is delivered, which was taxability of manpower recruitment and
supply under the service tax regime.

* The Tribunal relied on the previous decision of the higher Appellate
authority, where the Supreme Court decision was not followed in light
of the ‘make available’ clause in the Double Taxation Avoidance
Agreement (DTAA) between India and US.

The Tribunal relied on various terms of the secondment agreement to
note that the seconded employees are employees of Indian affiliates and
the amount paid by the Indian affiliate was only on account of cost-to-cost
reimbursements.

favorably rules on taxability of reimbursement under overseas

PwC observation:

The taxation of salary
reimbursements received by
foreign entities from Indian
companies under
secondment arrangements
has been a matter of intense
litigation in India, more so
after the recent Supreme
Court decision in the context
of indirect tax law. The
Tribunal’s ruling that
reimbursement of salary paid
to employees seconded to
India cannot be taxed as
fees for technical services
under the India-US DTAA is
a welcome one to taxpayers.
The Tribunal ruling
emphasizes the importance
of terms captured in
secondment  arrangement
and related documentation.
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Italy

Italian Supreme Court judgments on the beneficial owner requirement under the domestic
Implementation of the Interest-Royalties Directive

The ltalian Supreme Court (the "Court”) on February 28, 2023 issued several
“twin” judgments concerning the application of the beneficial ownership
requirement under the domestic implementation of the Interest- Royalties
Directive (the "Directive"). In the judgments, the Court clarified that in order for
the recipient of the exempt interest income to qualify as the beneficial owner
three separate tests need to be met, namely the: 1) substantive business activity
test, 2) the dominion test, and 3) business purpose test. The Court applied the
aforementioned tests to the Italian income-recipient entity and denied the
application of the Directive to the foreign EU controlling entity, a Luxembourg
holding company. The Court reasoned the Italian interest-payer entity was not
directly owned by the Luxembourg company, and thus out of scope of the
Directive as the Directive does not apply to indirect holdings. However, the
Luxembourg company was considered the beneficial owner of the income in
Luxembourg.
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European Union

CBAM Reporting: Transitional Period Requirements Published in Draft, First Report Due by January 31,

2024

Detailed regulations on the Carbon Border Adjustment
Mechanism (CBAM), stipulating how, what and when
companies need to report, were published for consultation
with the period ending July 11, 2023. The CBAM is a levy
on the importation of certain goods (e.g., iron, steel,
electricity, certain indirect emissions, etc.) into the EU. It is
aimed to better reflect (and eventually effectively tax) the
embedded carbon emissions resulting from the production
of the goods, and to avoid carbon leakage. It is an important
part of the EU's ‘Fit for 55 package’, next to the EU
Emissions Trading System (EU ETS).

The consultation provisions concern CBAM reporting
requirements during the transitional phase (October 1, 2023
to December 31, 2025). During this time, the CBAM is in
force, but does not require importers to purchase CBAM
certificates. CBAM reports need to be filed within one month
after the end of the reporting quarter, with an additional
month to correct errors in the submitted report. The first
CBAM report (covering the fourth quarter of 2023) is due by
January 31, 2024 and can be amended up to February 29,
2024. During the first year of implementation, reporting can
be done based on:

1. EU methodology: Annex IV, CBAM- regulation, which is
broadly in line with the EU ETS;

2. equivalent third-country (non-EU) national systems; and
3. reference values.

Through July 31, 2024, a reporting declarant lacking the
necessary information for each import of CBAM goods has
an option to utilize alternative methods to determine direct
emissions. The declarant would need to indicate and
reference in the CBAM report the methodology followed to
establish such values. From January 1, 2025, the last year
of the transitional period, the draft implementing act
indicates that only the EU methodology will be accepted.
For more information about the draft CBAM implementing
regulations, including the applicable fines for non- reporting,
click here.

PwC observation:

Importers (and suppliers) of CBAM goods will only
have a short period of time after the formal
adoption of the draft implementing regulation
(expected August or September 2023) to start
collecting all the required greenhouse gas (GHG)
emissions data on their imports in Q4 2023.
Operators of industrial plants in non-EU countries
that emit GHGs related to the production of CBAM
goods which are imported into the EU should
prepare necessary information for the CBAM
reporting on EU imports. They also will need to
decide what data to share through the central EU
CBAM (transitional) register, for reporting
purposes.

“Significant administrative and financial
obligations may be expected to phase in for a
wide range of industries over the coming years.
Such changes may have a significant impact on
both European (industrial) operations as well as
the wider global supply chain.” Niels Muller,
Partner PwC Energy, Utilities & Resources |
Sustainability
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European Union

EU's ambitious goal to seal the Unshell Directive deal before November 2023

Spain took over the presidency of the EU Council from
Sweden on July 1, 2023, inheriting the pending proposal
to tackle the misuse of shell entities ("Unshell Directive").
According to the ECOFIN report to the European Councll
on tax issues dated June 7, 2023, the six-month term of
the Swedish Presidency brought progress on matters
that previously had created controversy among the EU
Member States, such as: (1) the scope of the Unshell
Directive, (2) minimum substance criteria,(3) tax
conseqguences, and (4) tax residence certificates. Further
discussions are needed on outstanding issues, with the
common objective to limit administrative burdens for both
taxpayers and tax administrations. While the Spanish
presidency aims to finalize the Unshell Directive by
November 2023, enabling the European Commission to
potentially present its tax intermediary proposal,
Securing Activity Framework of Enablers (SAFE), due to
the due to the upcoming June 2024 European Parliament
elections, no new legislative proposals are expected
post-November 2023.

PwC observation:

The information around the Unshell Directive
proposal can make distinguishing accurate
information, versus what is not, difficult. Scope,
minimum substance criteria and tax implications
could be viewed as challenging aspects of the
proposal. While the ECOFIN report notes that
significant advancements in these areas have been
made, questions remain as to what open items still
need to be addressed. For example, one welcome
area of information would be detail on whether the
EU Member State of the shell entity can maintain

the application of the participation exemption, or
conversely, if it is mandated to levy taxes on the
pertinent income.
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OECD

OECD releases Outcome Statement on the two-pillar solution

On July 12, 2023, the OECD published a
press release and “Outcome Statement’
following the 15th plenary meeting of the
OECD/G20 Inclusive Framework on BEPS
(IF), which took place in Paris on July 10-11.
The Outcome Statement provides an update
on the status and timeline for implementing
Amount A and B of Pillar One and the Pillar
Two Subject-to-Tax Rule (STTR). The
Outcome Statement was approved by 138
of the 143 IF members (Belarus, Canada,
Pakistan, the Russian Federation, and Sri
Lanka did not sign, but Kenya and Nigeria
did). The Outcome Statement will be
delivered to the G20 Finance Ministers and
Central Bank Governors at their meeting on
July 17-18.

However, while the Outcome Statement notes progress
made on both Pillars, it also acknowledges that differences
remain between countries. Importantly, the timeline for
releasing a multilateral convention (MLC) for Amount A of
Pillar One has been delayed to the second half of 2023
(with a goal of it entering into force during 2025) and the
standstill on Digital Services Taxes (DSTs) was
conditionally extended. The Outcome Statement also states
that during the week beginning July 17, the OECD will
launch a second public consultation on Amount B — where,
again, there is clearly not yet full agreement — that will run
through the end of August and publish documentation
relating to the STTR (with the Multilateral Instrument (MLI)
implementing the STTR to be released and open for
signature from 2 October 2023).

Read the full PwC Tax Policy Alert.

PwC observation:

While the technical work on Amount A progresses, it is
clear that political agreement on the rules is still far from
being reached. The Outcome Statement notes that several
jurisdictions have “expressed concerns with some specific
items in the MLC,” though it does not elaborate on what
these concerns are. The EU Commission’s Progress
Report on Pillar One (dated June 30, 2023), however,
highlights several outstanding issues, including the
elimination of double taxation, the marketing and

distribution safe harbour (MDSH) and the treatment of
withholding taxes, DST measures, the implementation of an
autonomous domestic business exemption, as well as the
condition of entry into force. This likely explains why the
official timeline for the project's completion has yet again
been delayed.

The 30-jurisdiction/60% UPE threshold for DST standstill,
makes clear that this will only occur if the U.S. signs by
December 31, 2023. However, even if the US signs,
ratification by the U.S. Senate is not guaranteed.

47


https://www.pwc.com/gx/en/tax/newsletters/tax-policy-bulletin/assets/pwc-oecd-releases-outcome-statement-on-the-twopillar-solution-1.pdf

Treaties

AL 17 7€



LB B
IR MEERIIS HERMERIBE | BHASIAIEIRIFK

2023468210 - HEAMLABES THOMARIGE(EE - RERERFESETIE (ML) £ 7 s
TBE ) - LT 2 ATHRRIERIRE - IEREZ B AR (PPT) - AAEE
- HREERREHWATRR  ASEBHETHHER - . BHIER BRSO SA  1E 257 B2 ARV AR e A R AR Z R E A PR
S 5% B AR I N B 6 A B 2 1 1 5 25 B T A A ) R - i B0 R L 4B L T 1 RO AROR
N BARIR AR RE R AR RIREEERARE X e o A L B E MRS R - HE
- - HNIRE (OECDMMIBELE) 1 BREBAXBAAKRR  SEBERR
o 1R MLI SIA T HBBERIEEER - TR OECD%H%%T%E%EKEQ%@ AT (R RN EEE -
« LTRSS BRRERESNEBILABIBY - ﬁg%gégggégﬁﬁ%ﬁﬁw B ) 15 2 2 e e 1 2 ) L
- HEAHEEBETENYRANER - BE BY i e e e v e % ; BB L BRE T B OECD
37 LRI - TS ANLLARS 2 B EEEIE T RO BRI £ CommentaryFs 1 I BN AR RETE - SZIEANL
e i ‘ TARaYEIE T ABIRY LR 75 HEE T 172 THESHRERNSEHTEEEE - AT
- EENIS IS A E Y B R HA A B IEE R R {0 &k EHNHE S ESEHRIEERER FE R T B A PR U] S E R IR R 2 -
BV BEMWTARR - MBHERESRNKER - EENIEESE =TS - 2R : & -
REVRZERRETERBEERBE  E5-ARE BRESEMES  HHERBEBESR Riede Rt _(EEAMZRE - SFREER
PSR nRVIBE - e DEESES AT - BRERBENRER - HMERREMSEZE

ARRETERAERS AT _IDX

49



Belgium

The Netherlands and Belgium sign a new tax treaty: key provisions for companies

The Netherlands and Belgium on June 21, 2023, signed a new tax
treaty (the "Treaty"). Below is a summary of key provisions for
companies.

 For a dual-seat company, rather than through a mutual
agreement procedure, conflicts are resolved by considering the
company's residency as the place where effective management
makes decisions.

* A new permanent establishment concept is introduced in
accordance with the MLI.

*+ Two parts regarding shareholders with their own BV who
migrate to Belgium.

> The Netherlands is allowed to tax dividends up to ten
years after emigration, even if the BV has also moved to
Belgium.

> Belgium will not levy any tax on the sale of the shares or
on the liquidation of the BV that is associated with the
value increase during the Dutch period, if a Dutch tax
claim is still outstanding. The claim must be on the value
increase of the shares of the director-major shareholder
that arose during the period that the shareholder was a
tax resident of the Netherlands.

* Anti-abuse provisions in line with the
principal purpose test (PPT) of Article 7
of the Multilateral Instrument (MLI).

+ Explicit reference that the Treaty
provisions do not prevent the application
of Pillar Two legislation.

« For the interpretation of Treaty
provisions derived from the OECD
Model Treaty, the Commentary to the
OECD Model Treaty applies at the time
of application of the tax treaty (dynamic
treaty interpretation).

Ongoing  discussions  between  the
Netherlands and Belgium regarding frontier
workers who work from home did not delay
the signing of the new treaty. These
matters will be addressed in a separate
Amendment Protocol at a later stage. The
Council of State will be asked for its advice
and the new tax treaty will be submitted to
parliament for tacit or explicit approval.

PwC observation:

The Treaty differs on fundamental points from
the prior tax treaty. Certain areas of the Treaty
appear to have an adequate solution to prevent
both double taxation and double non-taxation.
For migrating substantial interest holders,
certain Treaty provisions seem to cater to the
Dutch desire to protect the Dutch tax basis.

One notable item is the specific interpretation
provision included in the protocol; in effect, it
provides for a dynamic interpretation of the

Treaty in case of amendments to the OECD
commentary. The provision appears more
dynamic than a recent Supreme Court ruling,
and companies should monitor how the Dutch
courts decide to interpret it.

The explicit reference to Pillar Two legislation
prompts consideration of whether other EU
Member States will readily accord precedence to
the application of their own Pillar Two legislation
when a scenario falls within the purview of a tax
treaty.
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Mexico

Mexico Executive Branch enacts the MLI

Mexico, one of the original Multilateral Instrument (MLI)
Signatories back in 2017, has undertaken to adopt the
measures introduced by the MLI, opting to cover all of its tax
treaties, regardless of their status which pursuant to the MLI
provisions would become a ‘Covered Tax Agreement’ (CTA)
only once the two relevant signatories Contracting
Jurisdictions have mutually selected their convention as
covered. The MLI contains provisions that modify certain
existing tax treaties and potentially disallow benefits that
would otherwise be available. Mexico deposited the
instrument of ratification along with Mexico final notifications
and reservations for the MLI with the OECD on March 15,
2023.

Previously, the Mexican Senate had approved the MLI on
October 12, 2022, and completed its legislative ratification
process by November 22, 2022. Importantly, existing tax
treaties are only modified once both parties to the tax treaty
have ratified. On June 19, 2023, the Mexico Executive
Branch published the Enactment of the MLI in the official
Gazette which would enter into force on July 1, 2023.

Nevertheless, all provisions of the CTA regarding both
withholding taxes on Mexican-source income (i.e., interest,
royalties, dividends), and taxes levied by Mexico where no
withholding applies (i.e., capital gains, permanent
establishments), with parties that already have ratified and
deposited the instrument will be affected by the MLI as from
January 1, 2024.

PwC observation:

Taxpayers should consider the potential
impact of the MLI if they are currently, or
anticipate, relying on benefits under
Mexico’s income tax treaty network.

Taxpayers doing business in Mexico or
receiving Mexico source income should
evaluate the potential impacts on their
existing operations and structures. Such
impacts could be applicable as early as
next fiscal year, considering the elections
made by Mexico and the other jurisdiction.
Moreover, for accounting purposes, any
Financial Accounting Standards Board
Accounting Standards, Income Taxes—
Overall—Disclosure (or other applicable
accounting standards obligations) also

must be evaluated on a case-by-case basis.
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United States of America (the)
Senate approves the US-Chile Treaty with reservations that need to be approved by Chile

The US Senate approved, on June 22, and by a 95-2
vote, a resolution of ratification of the pending US-Chile
Income Tax Treaty (the Treaty) with two reservations
and two declarations. The Treaty was signed in
February 2010 and has been pending ratification in the
United States since then. The reservations now must
be approved by the Chilean Congress before the
Treaty can move forward toward ratification and entry
into force.

Read the full PwC Tax Insight.

PwC observation:

Taxpayers that have operations and payments

involving Chile should examine how the Treaty
provisions may apply to their activities and prepare
for the Treaty’s anticipated entry into force.
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https://www.pwc.com/us/en/services/tax/library/senate-approves-the-uschile-treaty-with-reservations.html?WT.mc_id=CT2-PL200-DM3-TR2-LS1-ND30-TTA9-CN_TX-KM-NL-6FY23-ITS-USChileTreaty-emaillink

Glossary
ATAD Anti-Tax Avoidance Directive IR Income Inclusion Rule
BEPS Base Erosion and Profit Shifting MLC Multilateral convention
CFC controlled foreign corporation MNE multinational enterprise
CIT corporate income tax OECD Organisation for Economic Co-operation and Development
CTA Cyprus Tax Authority PE permanent establishment
DPT Diverted Profits Tax PPT Principal purpose test
DST digital servicestax PST Payment services tax
DTT double tax treaty QDMTT Qualified Domestic Minimum Top-up Tax
EBITDA i;rgirgg;tls;fore Interest, Taxes, Depreciation, and RETT Real estate transfer tax
ETR effective tax rate SAFE Securing Activity Framework of Enablers
EU European Union STTR Subject-to-tax rule
EU ETS European Union Emissions Trading System TP Transfer Pricing
FSR Foreign Subsidies Regulation TPG Transfer Pricing Guidelines

IF OECD/G20 Inclusive Framework on BEPS UTPR Undertaxed Profits Rule
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