N g—z AN ‘—' E
2A [ %ﬂﬁ - |5
International Tax Newsletter

52608

1]

wWC &I




M EFREFHERIBRZRIZNEE - SEEFZESZ R AW 2 (CBIERHER S
Higg  2—IHEANE - ERER LR (BEREREE) - RESWH - W

2 PWC Global Network EXRVERR, - REZIKMBH IR DT ELREBE -

HRPBREARTMEEERED - WHSER® -




A H) ]

OECD# s 2 E TR [RA!
fEE . BER WEIETE RE= R

RHSMOESIRERERSIER BREE TS
fE& : BEIEE NEZ AN /5T B2 (=3

BRI EsE
HREYL NEZETH FEE K

AVAZS

=E
EREZHIH " 2REERAFINVERE

FEAA
BEANBEZERSIATRBBNEERE
ELENES R

ECF B
EERBF IR E IR HI E TR T S E B AR E

FAH
FEAMB R BCES

JIIEWN
MEARIBRIENIEEEERE
BR5

mE
= ARHEEERBE P RS
B 5 =R AV HR

EEEhHET
BELHEHTBRQDMTTHIEEMHUTPRE @B
Al

X o5 Al
W F B MBS AT _ROAR

e
BEDEERREE AR

IEEE e
i S mE AR IKRER AT

IEVE(=Y = PANE
IEVE(=Y = WANETEE =] VNS
MRV ERIMER

mE
REMREENRAARASEHN

=

Gl
& WS B RO B 52 45 SR B R AR

B
&7 IR AN s RO TR F5 AR iR BB AT =
RAEREHEFH

=yl lSIEAVA IS
BB AV AT B RUHT K ER (Zakat) F1752 75
=N

a8
E—DRIEFEIMEENRRIERTIE
e

SHLE
2022 B FEEEIDA

35
MBI E AR

=
E I 75 AR Liberty Global2
PR EEERA




H2

Dedicated Columns




=i

=

OECD# s _Z B FariiR Al
HE

2023F7H17H - OECDEIA 2R #E (Inclusive Framework @ IF)&#H 7 —0leE - HP IR 7 ENMETHMIRRI(Subject-to-Tax-Rule - STTR)WMMR HEEHAER - LK
—IMHEREEE - BE TR TRG/RANENANEESL - OECDMBEN RS F —HETERRANEE  BEZWES "EFRANRAEZRA L - DURIERE TR
iR RIS AR -

EYHERIRAIE—BERERBERINMBE L RWRE - 2 RRE S EEEBRNEZ M AFREHEBEIHRE - DIBIWRANZ B QSRR ERI%GEEN R E LR
2y BEHIRGEHRBALRBENBESHERZENTNE) - 2R HBEGAZBERZNOHMER - SFMNE - #AESMRBE - BEABHRTRE - BYRGRAELR
BEZEEZERRI(Income Inclusion Rule, IR)EHE AR 2 /R AI(Under Tax Payment Rule, UTPR)TE A 2 Ik X I E R B E(GIoBE Rules)#1T - W ol fEAHZEMR
AT LU - BEIFEETIER2023F 10 ARG Bt EERE - FEiB %2 T E(Multilateral instrument - MLI):EZ{E £ 2 17 7 (bilateral tax treaties)sERIRFETEE - IFAK
SR CFGEEEEMFREREIZRETER)NWEKRKFRARE T HMRRA - !

B2 BTRGRAZEMZESENRRPERERNEZL D - BEREERINNERS  RAHRMAMEZS A ERNBEEAGRER BENEM T KRB - R
BTRMRACIEREEERER N FEENBIUZEHREWERNE - SEMILERN - ERAGEXRHEZNEZEEFENEBNBIRNIETMARN DT - 618
B ERARERBERBHIWAIRR BIW - iRTE) - AR ABRBIBEFERZEPBEROER HERRETRBRRIEFSFRRNOATER - SEER2023F1035 BB/
ZETHWAIREN - BREMIERWSRBAWARBWR - TOEREERBAVFHEREEZ FWA - BFENRVAIERBINEEZNESHE -

ML

& 37 R 150 JER Rl %

BYRGRISERAERNBEME FPRRENRNE  SRIEREMESBELERE - UHE2EERBUERI%HNZBREER - BEERNBEEHREBRGER
BIRYIE NG ERILRREACRE R E - ERBIMIRREZUHEZI%NHMERETER - AL - BFRMRVNBEERRERINEEREPIEANE B HRE(K
BTFRBRANER)ZBNER - BRERBHEEMER SO EAKRERIRR - REEFRERRUJEHUNESREZWEMSHNERRUETRARNRANEE
MERAAER -

EMER  #IRXETARRANESMEZRBEEMSHERREE - BRRENERHE < MITEZRREIUERERERNER -



=

= nff

OECD# s _Z B FariiR Al

M ERECHEFRSERE)

BTRRRASNRS L 7 CREBmERZFRFSRWAER - ()AE ; EMNE ; QEMRIRBIULEENR ; QREABRRIFRE ; G)REXMESZHA ; (6)L
¥ BFEARBEREVEEARN; UROBBENTK - %b)ﬁﬁ%ﬂit%%kﬁﬂiﬂﬁz HEER 7 AN SEARIERUA - (o) LR E R i E S RAVAGAIZRE EHRE
S BEYFRESHIWA TR S HSU\) 5 (b) VS RZW A AR R EEBUR R s EMAU AN (B IEAR) - SEBE AU AT RBERR -

ERER . BRIENE  HEMRIAEREKE - Bk - EHERAZENEMESTRERLCRINERHFIRDIRENRE - EEIRNER+DEZ - B
K= BT RARRIR AR ETROWALREY - BR Y REIPRS@IWM - A2 - #FE)DSN EEEEBIN - RFBE)FS - RECMIMUEEZHRBSZREMMENFER - B -
SERRAREEBERERMIFEHBNAANRETERANRME - MWEMSTLERE F—EEBEASREHERNIER - RAKBEOECDHEMBERL ARFE7(1)IF - BLHER
WARNS BRI ERREERBED ﬁﬁﬂ%ﬁﬁﬁﬁ’fﬁﬁﬁﬁﬁ“‘féﬁﬁﬂﬁ’]ﬂﬁ%‘ﬁﬁﬁﬂﬁ#)

EASEE - HEBREIEAIPE

BT RNRANSLERE FBERAZBNRS - BEZEROEBEESERZERIRGRFAER - It - —EREERANRE - WREBBE50%NWEZENEESHE - AIBGRA A
X AZBREESERREEN - SUIRBSENERRGESHE oI sEREE L ARG -

1i =SS - BYARRRAANERARUNERINUERA - BA - SFEFAS - BTERBENBERNBGER - BRAS  SToRERENKREERR(E  BRER) - 2
EHEF T HEIRBRARRFENER -

S - FEFERRIRAIR EEX,J?IfEJIiWA RENBEGRANHESFSASRBE —ENERMPIER T ER  ZMEAEFE258BITs100E8ByT(BURAR S KAV E
ZXGDPE SR B 40018 ETT) -

UESN - BR 7RISR EIN - BT RFIR R @8 AR WA P WAV 25 P 15 18 18 B BN RZ PR 1S P 32 £ ROAR B A AN £ 8. 5% A E R E R (ENR VY EFEBRNMER
BRI S O] LI HERR) - BIER ARG EEEMEARE - WHaLUEBEUaEr A EEERR AT REERIHEMRS -

ZEBE
EREEANZERRERERTRARRAUNBEERRER - #REAZEFER N - HENBERMRoIEE—MRAERRMET - BEEEERuERTREHZERRETHE -
BFELMER

6



=)

=
OECD# s _Z B FariiR Al

- EEERIN A BRI B L AR BRI BIARRE |

« EEMERBUASENR

. RAEEEEBNERERBERN - ERRES—ERERK(AIMREAELREMIEFMSMKNRR) | MR

- IRAEEREZE TERMRAE,  SEETREAMNREMSESEXAMRD - EE8ERKREE - FENREIRBMEERBE(AESEBINSMHRERIIE) - BLE
BRE-IERNEMSEEERE - MIFRANRAETRE -

B EYERRANAERERENE  BEEBEHEF  BEERERETEEmME —LEIMNIEYH - EUAKERETEHENEE -

HPREERR

MRELBTARE  EFRRRAIEEBRREERBENEYR  EXERBHRASRENEHREBRAMNRAIEHINE - 2AM - BFRGEFERITAREFERREN DA -
RYRME— THERESFNVIEMPIEBEN TEINRE  UHEFERBEERRAERTERRR ZEINIIG - AW - R —EHE 8 7057 RIRE # TS EIU2.5%H)
M MERBHFABEUWA%HNIRT - BEEREEE S H4%HHRMAIRE2.5%09HK - 5IABTHRRRAIRERINGF2.5%(B0 2K R EIREE B HUNS%H M) A S E
KERBEIR HEEINONIEEE -

EREE . ;iEEL  E—HACTHRREERNZUSERENEZEGISETE A TEEEZKREREHIGIoBE R TN EFRRRRERESHMNERET A -
¥4 IR TR &R (Targeted anti-avoidance rule - TAAR)

ETYERRANEUREE 7 —EEHENE H S RERIR(TAAR) - EEEFERARUTITMERL . —SBBSHERABROM ,;, _2NRE—EIEFEBNFEA -
REZPTBABNRG—ERE—EANRABENREWRA - ERENVERL FTENREEBHEETBAERLBRENFTWEL FASETHBMNR - STHEREBRIER

R EEERTRBERINERNIFERBEPEAERSREFNAEER - AW - MREQIEEEBR 7 E DB L E B ORI E AR s BREMFFR (Principal Purpose Test and
the Limitation on Benefits) (VAR - W HRB AT E U BHEH BT RBERIFRFIRZENER - S UEREES BT RBRIFER -



E)

=

OECD# s _Z B FariiR Al

BERER  SIHMREREREEM M EF(RRXTRERSHNAZEER F NFERBEAERBERANRF ZMETERNETE) - AL - $HEERBERERA
—ERFEEAMRNRZS - 165 - BRFEERBRIFRNEZRGZ—( " FEAABRBRESN - iAZETHRESN ) )EOECDHEM B ESARE10-121% FERZ &
P83 A (beneficial owner, BO)RIBISMBFRF(BN10-121RMNRERBERR PEAZREZMBARIERN - MARRERUWRAZRZMBEARIENN) © A - ;ZIEHPERERIN
FEERDMAARESA S R BRIFRAVIRRERE ZBERES - MBI R EET R ERSH M RBERNIRTAMEZZIAANER - 8L 7B FRR
RAIREHEE -

1 FELEAEE T BRI 5 2MkIE2019F A 9B R TS FEEA(Gross National Income per capita)4312,535= 03 MU FHBIZR - HIEEIBEW S ERAEST -
2 b AR HIETE S — NS BA T E—ES TR R A E I EROPIE R DL -

AN EEREMB S SR AN S 5P

BEF HEZEH Ri= Wi
Tel: 02-2729-5907 Tel: 02-2729-6666 & 23601

Email: paulson.tseng@pwc.com Email: vivian.w.chen@pwc.com




=)

=

B hESIEIEERSIER

HE

T B Bt B4 BB (Federal Ministry of Finance)tE7 814 H &t ¥ 8 El B S5 EC AR E (anti-hybrid rules)3&fh ¥ —mZ2EMAVASESR - BEBEATE2019F128331HLE %
ERFMEER - MRBIASTERES F8in1EE - BERREEHBERIARIER - AR JLUE2023F8H10H MU HERARIR LW

R  SEATERESAWNWMABHNIEY - BARET A ASINEEEREZEEIDAER - WESMEATERYRBEBATHBRMENEE - REEZTERWN
BK - BEERZETINBEERHERZEENHEK -

t\l .—I—l
FAAARE
Be

EEMRSHELREEATEERLINMERNER  QORBSHEMERRSLEN—H Y UIHRERNR - 5—HAInLIAAFT AUA (deduction without inclusion) ;
(2)EE=ZE AR (double deduction) ; UK (3)EAKSES $&HC(imported hybrid mismatches) = B 7 R R EF IS FUREN IS H BRI - EERESEIERE—RERE
2019F 12831 HUBBRENFMBEER(BREENANREER) -

TESER

EeEEREEEN N RESHERRERTHNE—EESIEE - U TEHEREASEEN—LEIZUTEHE .

- BANRSHEERTE : EEECCTERERBEMRAIBRNERR "B, ERBRAMEB)BENER - I - EANESEEREARRRERE "55%5 .
( "back-to-back”)RV1ET - RIBEAIKNERE - EFESNEFBHBEEBNSIEERAXN

HHICELERFHEY) . —RBELTIODTHINERBBATINFEBER ; BATOS —INERMERENENEER  BATWFRWAMENEBIR B TR -
BIEOREBATSIWARARBRLEE - BRRSLEN—FIRERIR ; Z—HAASTARA - RBZLSEREANEGRERE - EXBHEALTINFE2ERFA
B -

- WIAIBRAIRIRBALRYE EIRZEUA (dual inclusion income) : AL ERREBREREZERUW B MK FIFIORB(EEWAEZEARR) SEZBAESHEWA -

9



=i

=

B hESIEIEERSIER

- ZiEIMEEZE(Controlled Foreign Corporation, CFO)REMAEHI : EREMESHIRETEREINECFCEMRAEFPR B ESHIL BN ARRIER - BIRE
ZERWAEEAEMBRINERTEARS - EEEERT  AEERREBRARNERGIN  ERE[NEENREZER)WERSN - IROHEEBERERRUWEMmS!
By MEHREEEENRESHELERENBEREENRN - SEFIETAZRRBERBSubpart F Income(CFCHEEBWA)MBEZFTAZHERZIBERRES L - EHERR
BRIAEERRESHERRTE  ERUNNEREEREIEREEBRE TS (US global intangible low-taxed income, GILTI) - Tl - ABEBGILTIHMNHWAEHBRESE
W ES—HIHERNR ; S—HAIAFTTARA - BFEEAEEM -

- ECFCREMMBFMEENEZERMR : IREABKRARBEBWENWMIMNECFCIRIWBRM OB - T EEETEESHIR - £E8EFER N - FREHESE
HEWARBISN - BB ER - BIRARNIEES—IREHR - ERBIAGRA FNRBEREEK  IMECFCRBAZTEREEERAR - ZSERWARRIEESE
BEIRER AR BREREOESIERRE - RUEEEEE GILTI - FAL - BREBEGITIHNARNEREEZWNASRENEZEERIR -  BEFEA
FEEME -

« XHEXK DALSERRE MRANARBITEBARE FHEBSHERE - fLINEFE FHRSNEES T - EBEREBRORBEIRBFHER A - DERBINEDE
RHEEHER S (PR A NIIERFREARZEIBHRR) - MWRABAACEBTEEXHEK - MBERB LSRR EERRENRESIERRA - £FEEERAA
oI HIER

AXEBEREMM S SIS

BRIE <R ArE 1HIE
Tel: 02-2729-6217 Tel: 02-2729-6666 ¥ 23985

Email: Elliot.Liao@pwc.com Email: evan.w.hsu@pwc.com

10



=)

=F

ERAZER]E

3]

ER BB #1172 & & (European Commission)lR9812H % ¥ —ZIUMIRE - REL N ZIBFRUGR AL

() EMBEAIPKE ZEEEETHRUGRE - BUNEZEEE) 2 FiSHHEZ2(Council Directive on Business in Europe: Framework to Income Taxation ,BEFIT) ;
(i) HEBRE -—HMUBZETERR

(iii) STEME - /NEA P ETEZE(SME) HE AR BB TR UL I E (Head-Office Tax, HOT)

I:llll'

i

A
BRI EEE
BEHTEEESNHRE —E5EHRAMEBRALNREERR  UBRFRERBEMN EEBEBER] B2 ReEBE — B4 - BREE =k (Explanatory Memorandum)=® 388 -

R @R M EEMBOECDMEE 2 — - BOECD BB EIFERRI(OECD TP Guidelines)fE = B2 M BBl P HE U RANABFIARE - U5 - BINIDERZER(INE
fIZER) M SRESEMUREEN)RRFEAR - EILERZ N ZREFIEERRXIRUNEEREERAIMARE ZRES - ZELURSOECD BE]BEERANE
ZM - WRPNSEREE IR FEB U HBIKRAITIEEMY -

ziERERSE R E— A2 EEREM BB M EMAR ZMMEFA - DUIRE—EZEEE NSRRI 2 RIS (PE) -

— AR EER S E’XE’EEZEIJ*EﬁﬁE‘?ﬁ%ﬁf—'ﬂE%1%@%?&??—1'!5?2%1%&’%1%@%?2%ﬁ%&%H1vE,uJ:%FWZEE” R ZIRAAEERRGAF(ZRNERLSPHRKRBRSH
B M AR R UG R - W H HERSABERZEARTS MRE) « 59 - 2T AMBERERRH YO BET B2 OERERRR -

RIS  BMEAEHBEHFHARELMAZEEANEZZS - DUEFRBERIERAZEASNEOECD BEERSRR—2 - MEBESEZ (EVU Council) ol ki
OECD BE:IERERA - #lEE—TRALIPERRZRAAHERBEBINTEREXSPETER -

EEUT&EE%’I?;E—EOECD BEERERATE-—EE2F 8RN HFE D WRILEE(ERBUEEZRLEE) - R - HADEBZ(CCA) - EMRS - BFEM
REEBHMAETREBRSEEE - BEABE—DHH - 1



=i
ERB B ER] EEREE
SRISH - BERMBENN 20269101 BAIBAE R BT ERA -

_H;,]I ﬁll\ﬁ
o EREERXIRANMEFEEREERAMMBGREREZER - FRRAKTIAAE BRHERBZEA)E  BEREEZETHSHEB BT &R, -
o HNBMBAUEB ZERHERRBZERMSIE  KRAESEMNHBNZRBRIE  IXHHESREEES - WHATBEMREREAIERES M ER 2 R ESHEZEE

+ A
:ﬁun aff

® BEFITHERMS 8o BEEFER - BESIAFZHEET - XAGIoBERABA—BHNEBEL N  BEFEEEEE  SAHDAHMRBIERBERR -

o B/ miE ENATHRSE  BEFIENARAIEERHEREREUN - BEBRAZFEFTEZEGNEBRSHEBBEE SrEE BRI —EFER  ESMERTR
M ETRE EBVEZEAERGE - EEIIRRMRE -

o ARBELEH B P/ NEFEMNMWRRBE V25N - BEERBRSEAK - ERERANARIEMRIR - FRNEREE - HRBMEALGZENT/NEESELZER -

FMTIEREERAESMEME—BUNZR  TEERBEZESAHERAMTEIFESESE) - EEAAE LMREEES ENEBANBREE  BHEREIE RS
NEEZFFZMEBIFfS -

AXEEREMB S SRt eI SRR

REE IR AFBEE  KIE
Tel: 02-2729-6207 Tel: 02-2729-6666 & 23726

Email: lily.hsu@pwc.com Email: elsa.hsu@pwc.com

12




Legislation
SVE



EEZ
EREZHSH_EIKGEHREHEE

118370 - EEZBBEMSHMBRIART3EETEAXN 2024F NEMABER X REBE
MEIRIRIFELE - BEBIEFAER2024F1H81BEN - #% ft B fe Fe AR AR BA Y — LE 3B RSB AR A
BRUBEEZHNATIMBIRIE - SREARER AT (QDMTT)E: &
8 » UTPRE ;BB 5l# = (CbCR)
wEE -

#2024F 18 1HE - AEMMERIRESEI% - SR
R EFRBATIERR - BER 7T E2IRKEREREHRA
(GloBE Rules » LI N &fEGIoBER R PR ENHIRESE -

HRRAEGAS(UPE) FIEREREER S AREMATSIHE
JRAINIR) S EHRMAEZHIRBI(UTPR) - St EBREAR

IRSIUTPRARI BB RENMEAREMNE) - 2

1B 20197 HI2H15 5% 2 19637 B =R (slding e
scale rates) - 1§ RS 1B B £ 5I(QDMTT) =85 K68 A
22024F1B1ER - SHEARENNAT - g3 NE  AREEha . LS
GloBEFRAIFQDMTT - HRNUPENHEMEEEZ5IAIR @%CER}&}E%\H?;Eﬂ‘;‘EﬁﬂE
SUTPRIEFRHENNENCEAREROTATNE e el
i - S AR EERERTR - DRR R R e
GloBERRRIFEIE 15NN BUME(ETR) - M A SRR GloBE#E 8l - ﬁ@;%%ﬁﬁﬂ%?%ﬁi\

EREMAR2024FFABFEEP - #£2024F1H1HABES TEAWREM  ElASEEM
pEN LN, Nhatdy
HOFEEE MR EERMNTRINIHTTR -

14



Barbados

Barbados response to Pillar Two global minimum tax

The Prime Minister of Barbados, on 7 November, announced
significant forthcoming international tax amendments to
Income Tax Act, Cap. 73. The amendments, which are
scheduled to come into effect on 1 January 2024, will again
change the corporation tax landscape in Barbados.

Effective 1 January 2024, the corporation tax rate will increase
to 9%. This increased tax rate will impact all corporate entities
other than those that fall within the stipulated exclusions under
the GIoBE Rules.

For in-scope multinational enterprises (MNES) whose Ultimate
Parent Entity (UPE) is in a jurisdiction that has not adopted or
implemented either the Income Inclusion Rule (IIR) or the
Under-taxed Profits Rule (UTPR), or whose Constituent
Entities are not subject to the IR or UTPR, the current
corporation sliding scale rates of 5.5% to 1%, established in
2019, will continue to apply. The Qualified Minimum Domestic
Top-up Tax (QDMTT) will not apply.

Effective 1 January 2024, a QDMTT shall be introduced
consistent with the GIoBE Rules for in-scope companies. For
subsidiaries and permanent establishments of in-scope MNESs’
Constituent Entities whose UPE is in a jurisdiction that has
introduced a IIR or a UTPR, a Top-up Tax will be imposed on
the Constituent Entities to ensure that they will be subjectto a
15% ETR in accordance with the GIoBE Rules. The new
corporation tax rate will apply only for the portion of profits in
income year 2024 that is earned from 1 January 2024.

The Corporation Tax Reform 2024
Policy Paper references the
implementation of a number of safe

harbours in relation to the new Top-up

Tax: QDMTT Safe Harbour, UTPR

Safe Harbour, and Country-by-Country

Reporting (CbCR) Safe Harbour.

For more information see our PwC

Insight.

PwC observation:

The implementation of the safe
harbours in Barbados would offer a
reduced administrative and
compliance burden for taxpayers,
albeit primarily at group or ultimate
parent level. The applicability of the
CbCR safe harbour will have the
potential to significantly reduce
compliance requirements for
eligible taxpayers. Thus, CbCR
reporting should be undertaken
such that it would comply with the
GloBE Rules. Safe harbours also
provide greater certainty that there
would be no additional Top-up Tax
payable to other jurisdictions
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Belgium

Significant changes expected to the Belgian investment deduction regime

The Belgian Federal Government agreed on the federal
budget in October 2023. One important tax measure in
this agreement relates to changes in the Belgian
investment deduction regime, an effort to support the
Belgian investment climate.

The final law — after it is voted on and enters into force —
will increase the ordinary investment deduction rate from
8% to 10%. The 10% rate will further increase to 20% for
qualifying digital investments made by SMEs/qualifying
individuals.

The new regime will replace the previously mentioned
specific categories of qualifying investments in an
increased ‘thematic’ investment deduction of 40% (30%
for non- SMESs). The thematic investment deduction will
apply to the following categories:

* Investments relating to the efficient
use of energy and renewable
energy;

* |nvestments in zero-emission
transport;

* Environmentally friendly
investments; and

* Supporting  digital  investments
(inked to the above-mentioned
categories).

For more information see our PwC
Insight.

PwC observation:

If the corresponding tax law will be
finally voted, the new regime is
expected to apply to investments
made as of 1 January 2025 (apart

from the correction related to the
(partial) professional withholding tax
exemption regime, which will apply to
investments made as of 1 January
2024).
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Cyprus

Cyprus consents to QDMTT and Transitional UTPR Safe Harbours

The Cyprus Ministry of Finance, on 30 October, issued
an announcement assuring that Cyprus consents to the
Pillar Two Qualified Domestic Minimum Top-up Tax
(QDMTT) and Transitional Undertaxed Profits Rule
(UTPR) Safe Harbours as established by the OECD
Inclusive Framework.

Article 32 of the EU Directive on Pillar Two (Council
Directive (EU) 2022/2523) stipulates that the Top-up Tax
due by a group in a jurisdiction shall be deemed to be
zero if the effective level of taxation of the Constituent
Entities located in that jurisdiction fulfils the conditions of
a “qualifying international agreement on safe harbours.”
For an agreement to be considered as “qualifying
international agreement on safe harbours” all EU
Member States need to have consented to it.

The Inclusive Framework agreed on the said Safe
Harbours on 13 July 2023. Cyprus, as an EU Member
State that is not a member of the Inclusive Framework,
did not have the opportunity to consent to the said Safe
Harbours at the level of the Inclusive Framework.

PwC observation:

Given the fast-approaching
implementation of Pillar Two, in-
scope groups should analyze the
potential implications now. The
announcement of the Cyprus Ministry
of Finance provides comfort that the
Safe Harbours in respect of QDMTT
and Transitional UTPR as agreed at
the level of the Inclusive Framework
will apply in Cyprus.
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Denmark

Denmark submits Pillar Two legislation to Parliament

Denmark’s legislative proposal to transpose
Pillar Two into the Danish tax legislation was
submitted to the Danish Parliament 5 October
2023 (titted Minimum Tax Act). The first
reading/discussions of the bill happened 11
October 2023 and will be followed by a
discussion in the Tax Council which will take
place before the second reading/discussions
occur (expected 5 December 2022).

The deadline for additional questions to the
proposal was 10 November 2023 and the
deadline for the replies and suggested
amendments was scheduled for 22 November
2023. The political discussions in the Tax
Council have to be finalized by 29 November
2023 and the final bill is currently expected to
be finalized and agreed during the third
reading/discussions scheduled for 7
December 2023.

Denmark must implement the Pillar Two rules
in line with Council Directive (EU) 2022/2523
of 14 December 2022 on ensuring a global
minimum level of taxation for multinational
enterprise groups and large- scale domestic
groups in the Union.

The bill generally aligns with the EU Directive and
introduces a 15% minimum tax. The bill includes
implementation of the Income Inclusion Rule (lIR)
for income tax years starting in 2024 with a later
implementation of the 'Undertaxed Profits Rule'
(UTPR) in 2025 (with the amendments from the
OECD Guidance). The proposal also includes a
Danish Qualified Domestic Minimum Top-up Tax
(QDMTT) applicable from 1 January 2024. The
Danish Ministry of Taxation has said that they
expect it to be a ‘Safe Harbour’ QDMTT.

PwC observation:

The Pillar Two legislation effectively introduces a
new corporate tax system in addition to the
existing company tax framework. The Danish
legislative 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).
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Hong Kong

Bill on tax certainty enhancement scheme for onshore equity disposal gains gazetted

The highly anticipated tax certainty enhancement
scheme has taken a further step towards implementation,
with the Inland Revenue Bill 2023 gazetted on 20
October 2023. The Bill proposes to amend the Inland
Revenue Ordinance by adding a new section 40AX and
Schedule 17K to the IRO to provide for the tax treatment
in relation to gains covered by the Enhancement
Scheme.

Under the enhancement scheme, onshore equity
disposal gains that satisfy all the prescribed conditions
will be regarded as capital in nature and not chargeable
to profits tax. These conditions include, inter alia, that
the investor entity has held at least 15% of the equity
interests in the investee entity for a continuous period of
at least 24 months immediately prior to the date of
disposal of such interests.

The government has adopted the following major
recommendations: (i) equity interests held by an investor
entity and its closely related entity/entities can be
aggregated for meeting the 15% holding threshold; and
(i) in the case of disposal in tranches, gains from a
subsequent disposal of left-overs from a previously
qualifying disposal will not be required to satisfy the 15%
holding threshold provided that the subsequent disposal
occurs within 24 months after that previous disposal.

Subject to passage of the Bill by the
Legislative Council, the Enhancement
Scheme will apply if (i) the eligible
equity disposal occurs on or after 1
January 2024, and (ii) the gains accrue
in or after the year of assessment
2023/24.

For more information see our PwC
Insight.

PwC observation:

The enhancement scheme will not
only provide greater upfront certainty
of non- taxation to taxpayers looking
to restructure or exit from their equity
investments, but also reduce the
compliance cost of businesses. The
Bill has incorporated many
stakeholder suggestions,
considerably enhancing the
attractiveness of the enhancement
scheme. The implementation of the
enhancement scheme will further
bolster the competitiveness of Hong
Kong as a regional investment hub
for multinational enterprises.
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Hong Kong

Gazettal of the bill on further refinements to FSIE regime in Hong Kong

Following extensive stakeholder consultations, the
Inland Revenue (Amendment) (Taxation on Foreign-
sourced Disposal Gains) Bill 2023 was gazetted on 13
October 2023, The Bill seeks to refine the existing
foreign-sourced income exemption (FSIE) regime under
the Inland Revenue Ordinance by expanding the scope
of assets in relation to foreign-sourced disposal gains to
cover assets other than equity interests.

The European Union has rejected the HK Government’s
proposals to (i) confine the scope of assets subject to
the refined FSIE regime; and (ii) allow the rebasing of an
asset cost to its fair market value prior to the effective
date of the refined FSIE regime (or an alternative taper
relief). However, it has agreed to (i) the exclusion of
disposal gains derived by traders of assets other than
intellectual property and (ii) the introduction of an intra-
group transfer relief.

Furthermore, the HK Government has adopted several
stakeholder recommendations to mitigate the impacts of
the refinements on covered taxpayers. For instance, less
stringent conditions are imposed on the proposed
exclusion for traders, and the association condition
under the newly proposed intra-group transfer relief is
drafted very broadly, such that taxpayers with entities in
different business forms within their MNE group would
be able to enjoy the relief.

The Bill was introduced into the
Legislative Council on 18 October
2023, and the refinements are
proposed to apply to disposal gains
accrued and received by covered
taxpayers on or after 1 January 2024.

For more information see our PwC
Insight.

PwC observation:

While the refined FSIE regime will be
further expanded to cover disposal
gains in relation to all types of assets,
the Bill also proposes mitigating
measures, such as enhancing the
existing exclusion to cover non-IP
disposal gains derived by traders and
certain specified entities, as well as
introducing an intra-group transfer
relief. If the Bill is enacted as
proposed, with proper planning,
foreign- sourced disposal gains
derived by covered taxpayers should
remain non- taxable under the refined
FSIE regime. Taxpayers with
adequate economic substance in
Hong Kong are unlikely to see
significant impact.



https://www.pwchk.com/en/services/tax/publications/hongkongtax-news-oct2023-15.html
https://www.pwchk.com/en/services/tax/publications/hongkongtax-news-oct2023-15.html

FEAH

RAMEEEERSIA 7 BB/

AN —RAEHIFERRE26%NELRTE
e BARNBEEZEER 95%/5%%’65’6
(participation exemptlon)%lJF (EERAREAF
ER)EXIEN %ﬁ*U“THﬂ%E’JE’XE’E/D/JH
KEEERER - EBRIBARHIR L ERER/EOM
%@5@@@%%%5@1&@ - T EBR AN RS

DHEZHBNHNER - FhlE - 95%HF

%H-J@ﬁﬁﬁ/\(l)ﬁaazj(ﬂ/xﬁ% LIEBELRE ;

(||)F1IE%CH¢?E/\=“EH§&$§IE’JE’XEE/EA/JII’*%/"’EE
X ; (i) REEEEBEHMATR -

B IR@BNEBR - BRe@EAREAFEREN
%QZ&?&%UFE%@EE’J*HH%? - UbSh - EiE
WEAMKOMARZ "FEERN, - BIUE

£ /020%H9 2m¢&‘225%5ﬁﬂlei(tlﬂ%mj:|:ﬁﬂx
= - BRI ZE2%M5%) °

3

HEEERNSHIAR

ZH B RERANRSEMR(ISC) RN MIE
SRIE(21261/202357F127267/20233%) 2 & &
- MIBRERBEAMNAS (AT UK S E
an%%ur“thw\)%u#):E/\T(ﬂt/ﬂtqﬂ )
MNERTBEEEE BN TRMBEZERA
(TFUEZR491£ 15563 1%) -

ERERa

$F‘<?J€nx§mﬁﬁtb1§ﬂ 75 T ol 5E =i BR 22/ BR
MEERBEEDZANRMDAI26%FE AR
FEEEARNGSHREERL2% - AN - £2
RS REDBERFRMDIBRERENERS
AR ZEENTECRESHEEER - AW -

FERZSERRBRNSHEHAEE  FE

ETREZEDH -
—iMmsE - AREXRREBH(TFUESE631X)
471 FR 17 i 1] R 2R B 2% 2 [ UK. R BB B SR R B
BlxRZEEE%R - ALOIUEE - ER0
Be O] DUB ARZIFERN B/ BUMN & B & E 7 B 7
RIASN(HIENS=EL - BIE 5S8R 252 3 W AN
ABED) -

26



Italy

Draft Italian Budget Law introduces participation exemption for EU/EEA entities

Italy generally provides for a 26% non-resident
capital gain tax. The Draft of the Italian Budget
Law (currently under Italian Parliament’s approval)
extends the 95% participation exemption regime
(already applicable to Italian entities) to EU / EEA
resident entities that transfer Italian company
shares. The extension will remove the
discrimination against EU / EEA resident entities
by allowing them to invoke the 95% exemption on
the gains stemming from the transfer of Italian
shares. In particular, the 95% gain exemption will
apply to entities that (i) do not have a permanent
establishment in ltaly; (ii) are resident in an
EU/EEA country allowing an adequate exchange
of information; and (iii) are subject to corporate tax
in their country of residence.

In order to benefit from the exemption, the same
requirements already provided by the participation
exemption regime applicable to the Italian entities
should be fulfilled. Furthermore, the transferred
Italian shareholding must be ‘qualified’ i.e.,
represent at least 20% of voting rights or a 25%
capital participation (these percentages are
reduced respectively to 2% and 5% in case of
listed shares).

The news follows two recent decisions (no.
21261/2023 and no. 27267/2023) of the Italian
Supreme Court (ISC) which recognised that the
difference in tax treatment for Italian companies
(that could benefit from the regime) and non-
resident companies (that could not benefit from it)
violated EU law principles (of articles 49 and 63
of TFUE).

PwC observation:

Based on the ratio of the law, the new provision
might reduce the 26% Italian non-resident
capital gain tax to 1.2% for EU/EEA entities
disposing of Italian shares. Impacts of the
provision might be relevant, for example, when
considering  exit  strategies or group
reorganisationsinvolving transfers of Italian
shares. However, the parameters of the
participation exemption requirements for non-
residents is unclear and requires a case-by-
case analysis.

Generally, since the freedom of movement of
capital (art. 63 TFUE) applies to relations both
between two EU countries and between EU
and non-EU countries, the news could
conceivably have been extended to non-
EU/EEA selling companies (e.g. the United
States, even if this argument is not included in
the law).
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Italy
Italian international draft tax reform decrees

In addition to Pillar Two drafted law, the draft
of international tax reform decree provides
the following relevant measures:

Repeal of the Notional Interest
Deduction (NID) - Expected starting from
the FY following the one ongoing on 31
December 2023 (i.e. FY 2024 for
calendar taxpayers) .

Reform of Italian tax residency criteria
for corporations - The legal seat
criterion does not change. In addition, (i)
the place of effective management (POEM)
and (ii) the place where day-by- day
management  mainly  occurs  are
introduced. The explanatory report
specifies that the introduction of the
PoEM is functional in aligning the Italian
law with its tax treaties (already providing
the PoEM as tie-breaker rule). It also
clarifies that the effective management
shall be conceptually distinguished from
the shareholder’s will (i.e., a physiological
supervision/monitoring activity exercised
by the shareholders cannot per se lead to
consider the entity as resident for tax
purposes in the country of residence of
the shareholders).

Inshoring regime: Partial tax exemption, for CIT
(IRES, 24% tax rate) and Regional Tax (IRAP, 3.9%
ordinary tax rate) purposes, for any income derived by
activities in-shored from non-EU/EEA countries (e.g.
Switzerland, the UK or the US) to Italy. Income
derived by the in-shored business will be 50%
exempted (ETR, 13.95%) for six fiscal years. Activities
carried out in ltaly in the 24 months preceding the
transfer are not eligible for the exemption. A recapture
regime applies if the exempted activities are relocated
outside Italy within 5 years (10 for large companies).
The regime:

— could be aggregated with the Italian entry tax regime
(which allows a step-up of the value of assets in case
of migration to Italy, cross-border transactions
implying transfer of assets / business to Italy, even
between a head office and its branch or between
branches), and

— is subject to European Commission approval.

Streamlining of CFC rules - Amendments are aimed
to simplify the CFC rules with reference to the
computation of the effective tax rate (ETR). The aim is
coordinating the CFC regime with domestic rules
implementing EU Directive 2022/2523.

PwC observation:

Taxpayers and MNE might consider facing the NID repeal in Italy,
and consequently (i) determining potential higher Italian tax burden
and (ii) implementing potential actions due to the new element of the
equation. Additionally, they might consider benefitting from the
inshoring regime in case they are planning group reorganisationsor
setting up new business in Italy.
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Hungary

Hungary releases draft bill implementing Pillar Two

The Hungarian Ministry of Finance published on
18 October the draft legislation for public
consultation to implement EU  Directive
2022/2523/OECD Model Rules on the global
minimum tax (GIoBE). The draft legislation closely
aligns with the OECD Model Rules, Commentary,
and Administrative Guidance published thus far.
The draft bill includes the full set of the Pillar Two
charging provisions, including:

* an Income Inclusion Rule (lIR) and a Qualified
Domestic Minimum Top-up Tax (QDMTT)
applying in 2024,

+ an Undertaxed Profits Rule (UTPR) applying in
2025,

* a Country-by-Country Report (CbCR) based
Safe Harbor legislation,

* a Substance Based Income Exclusion amount
for all Top-up Taxes, and

* a minimum tax rate at 15%.

The draft legislation defines taxes that are
considered covered taxes, i.e., taxes that can be
taken into account for the purposes of GloBE
effective tax rate (ETR) calculations. The non-
exhaustive list includes: corporate income tax,
local business tax, innovation contribution, and
energy suppliers' income tax.

Hungary aims to introduce a Safe Harbor
QDMTT based on the financial statements
that companies use for local statutory
reporting purposes (this could be either
Hungarian GAAP or IFRS based on local
legislation). The proposed design of the
QDMTT regulation follows the administrative
guidance issued by the OECD, including the
provisions on the allocation of covered taxes
between Constituent Entities. Notably,
controlled foreign company taxes levied on
the foreign parent entities of Hungarian
Constituent Entities would not be allocable to
Hungary for the purposes of the ETR
calculation for QDMTT purposes.

For more information see our PwC Insight.

PwC observation:

The complex Pillar Two legislation impacts
the entire (global) business organization of

in-scope companies. Companies should
start analyzing the financial and
administrative impact of these new rules on
their business organization.
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Liechtenstein

Liechtenstein Parliament approved GloBE Tax Law

The Liechtenstein Parliament in its
secondary hearing on 10 November,
approved the GIoBE Tax Law, which
introduces the OECD Pillar Two Global
Minimum  Tax rules into local
Liechtenstein law while remaining flexible
on the effective date. The GIoBE Tax Law
would introduce a Qualified Domestic
Minimum Tax (QDMTT), an Income
Inclusion Rule (IIR) and the Under-taxed
Profit Rules (UTPR).

The GIoBE law could generally become
effective for tax years starting on or after
1 January 2024. However, the GIoBE law
was adjusted by Parliament so that the
government, via ordinance, can still
decide to make the GIoBE law effective
as of 1 January 2025. The effectiveness
of the UTPR will be separately defined via
a second ordinance. The earliest the
UTPR can enter into force is 1 January
2025. The government, when deciding on
the GIoBE law effective date, will consider
the OECD model rules’ implementation
status at a global level.

Generally, the Liechtenstein GIoBE Tax Law follows the
OECD Model Rules. Multinational enterprises (MNEs) with
gross revenue of EUR 750M (as in accordance with the EU
Council Directive), as well as pure domestic Liechtenstein
groups exceeding the revenue threshold will fall within scope
of the GIoBE T ax Law. The MNE definition includes
corporate vehicles, but also trusts, foundations, and
establishments. Hence Liechtenstein corporate or legal
vehicles of any form should assess whether they fall within
scope of the new GIoBE Tax Law.

For more information see our PwC Blog.

PwC observation:

The GloBE tax law needs to be approved and sanctioned
by the Reigning Prince of Liechtenstein in order to be
enacted and enter into force. It is expected that such
approval should follow in due course. The Liechtenstein
Parliament adjustment has set the legal basis for the
GIloBE introduction, but still kept flexibility and discretion for
the Government to defer the implementation for one year,
depending on what other important countries around the
globe will do. Taxpayers should closely monitor the
decision by the Government on whether the QDMTT and
lIR rules shall become effective for January 1, 2024 or in
2025. Additionally, investment structures often have a
Liechtenstein trust, establishment or foundation should be
reviewed for qualification as an ultimate parent entity.
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Saudi Arabia
Proposed new tax law and proposed New Zakat and tax procedures law

The Zakat, Tax and Customs Authority (ZATCA) + Stating alternative  methods of tax
on 25 October 2023, launched a strong and computations for the Micro-Enterprise (i.e.,
unprecedented step toward reforming and infinitesimal) taxpayers.

developing the tax system and landscape.
ZATCA proposed a comprehensive tax law and
a Zakat and tax procedures law for public — Transferring residency to and from the
consultation until 25 December 2023. The Kingdom as per articles 30 and 31.
objective is to develop and update the current
tax law to align with international best practices.

+ Stating special provisions regarding:

— Re-investment reserve.

— Tax treatment of merger and demerger

The proposed new income tax law aims to be transactions.

consistent with the Kingdom’s vision and goals

of encouraging foreign investment, as well as — Cases of non-coincident tax treatment of
domestic economic growth. This is in addition to financial instruments  between different
supporting tax compliance, transparency and jurisdictions.

international tax cooperation. — Tax treatment of taxes paid outside the
In line with ZATCA’s approach of being current Kingdom.

and competent with the comparative tax  For more information see our PwC Insight.
regulations, ZATCA has proposed new tax law

according to international standards. The _
proposed new tax law includes: PwC observation:

+ Changing the tax treatment of partnerships. Taxpayers should analyse the proposed new
tax law for potential tax and compliance

+ Transparent tax treatment of investment
funds in line with their Zakat treatment.
Stating  alternative  methods of tax
computations for the Micro-Enterprise (i.e.,
infinitesimal) taxpayers.

implications. Tax and Zakat payers should
engage with ZATCA, providing feedback on
the proposed amendments through the Istitla
portal.
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Uruguay

Accountability law for fiscal year 2022

Uruguay passed the Law of Accountability for Fiscal
Year 2022 on 6 November 2022, introducing certain
tax provisions that will take effect on 1 January 2024.
The following relevant provisions were among those
introduced.

1. Mergers and spin-offs

Legal status is granted to the rule that excludes from
computing for tax purposes the goodwill in intragroup
restructurings which are not tax-driven and provided
the following conditions are met:

« The ultimate beneficiaries from the entities to be
merged or spun-off, are exactly the same,
maintaining at least 95% of their equity
proportions and not modifying them for the
following two years.

+ The operations must be carried out at the book
value.

+ Compliance with the reporting of the merger or
spin-off to the appropriate public registries.

* The core business before the merger or spin-off

take place must be kept for the following two years.

In the case of non-compliance with these conditions,
taxes must be paid without penalties and interests.
The statute of limitations applicable in this case will
be 10 years. The successor companies will be jointly
responsible for the tax obligations of their
predecessors in the event of non-compliance..

2. Transfer of equity shares

Transfer of equity shares of Uruguayan tax-
resident legal entities will be considered carried
out at their fiscal value and thus, no tax due
would be derived from these operations,
provided that the following conditions are met:

e The transferors and transferees are tax
residents in Uruguay.

« The ultimate beneficiaries from the
transferors and transferees, are exactly the
same, maintaining at least 95% of their equity
proportions and not modifying them for the
following four years.

* The transferees maintain the shares for the
following four years.

* The price of the operation equals the book
value of the equity shares transferred.

* The merger or spin-off must be reported to
the appropriate public registries

PwC observation:

Corporations should review the possibility to
take advantage of this neutral tax regime on

reorganizations and transfer of equity shares
with no purpose of obtaining an economic

result. 37
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Canada

Canada Revenue Agency officially designates first notifiable transactions

The Canada Revenue Agency (CRA), on 1
November 2023, designated its first set of
transactions for purposes of the recently enacted
‘notifiable transactions’ regime, which forms part
of Canada’s enhanced mandatory disclosure rules
(MDR). The transactions and their related
descriptions are identical to the sample
designated transactions that were released on 4
February 2022, except that they:

 are now stated to be effective 1 November
2023, and

* no longer include the manipulation of
Canadian-controlled private corporation status.

In addition, on 2 November 2023, the CRA issued
updated guidance on various aspects of the MDR
regime, including important statements on the
transitional application of the rules for notifiable
transactions. Together, these documents imply
that the first filings for notifiable transactions will
be due no earlier than 30 January 2024. The
enhanced MDR regime, enacted 22 June 2023, is
comprised of three distinct elements:

reportable transactions, triggered by a tax
avoidance purpose and the presence of
one of three generic hallmarks;

uncertain tax treatments, triggered by
financial statement recognition of tax
uncertainties; and

notifiable  transactions, triggered by
resemblance to specifically designated
transactions.

For more information see our PwC Insight.

PwC observation:

With the CRA’s publication of its first set of
designated transactions, the final element of
Canada’s three-part MDR regime is now in
place. Taxpayers, advisers, and promoters
may need to file information returns in

respect of notifiable transactions as early as
30 January 2024. The CRA regularly issues
new guidance on all three elements of the
MDR regime, so additional relevant
guidance could be issued before the
January 2024 deadline.
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United Arab Emirates

The UAE publishes additional guidance on the corporate tax regime

The UAE Ministry of Finance issued an Explanatory
Guide to the CT Law on 12 May 2023. The UAE Federal
Tax Authority then published a Corporate Tax General
Guide on 11 September and complemented it with a
Guide on Exempt Income: Dividends and Participation
Exemption issued on 16 October and a Transfer Pricing
Guide issued on 23 October.

While the Explanatory Guide explains the meaning and
intended effect of each article of the Corporate Tax Law,
the CT Guide and Exempt Income Guide combine the
key provisions on a topic covered in the Corporate Tax
Law and relevant Cabinet and Ministerial Decisions in
one place. All guides provide clarifications on particular
concepts and include practical and numerical examples.

For more information see our PwC Insight.

PwC observation:
All of these should make it easier to

understand and interpret the [P

provisions of the UAE corporate tax
regime. Note that the Explanatory
Guide, the CT Guide, Exempt
Income Guide, TP Guide and FAQ
are not law and do not have any
legal power.
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United States

Treasury releases foreign currency proposed regulations

Treasury and the IRS on 9 November released
proposed regulations under Section 987 on the
taxation of foreign currency translation gains or
losses arising from qualified business units (QBUS)
that operate in a currency other than the currency
of their owner. The 2023 proposed regulations
largely retain the methodology of the 2016 final
but not yet effective Section 987 regulations. The
2023 proposed regulations offer an election to
utilize a methodology similar to the Section 987
regulations proposed in 1991—by treating all
items of a QBU as marked items, subject to a loss
suspension rule—and an election to recognize all
Section 987 gain or loss with respect to a QBU on
an annual basis.

The new regulations generally are proposed to be
effective for tax years beginning on or after 31
December 2024. Certain provisions primarily
related to the deferral of Section 987 gains and
losses are proposed to be effective for branch
terminations (or certain check-the- box elections)
occurring on or after 9 November 2023. Transition
rules are provided to offer guidance on the future
recognition of pre-transition unrealized Section
987 gains and losses. Comments are due by 12
February 2024 on both the 2023 proposed
regulations and the previously issued 2016
proposed regulations.

For more information see our PwC Insight.

PwC observation:

Companies should analyze the impact of
the new proposed regulations on any
current planning that involves terminating a
QBU, as realized Section 987 losses may
be deferred or disallowed if the regulations
are finalized as proposed. Further, they
should model the overall impact of the 2023
proposed regulations on their QBUs with
and without the newly proposed elections,
as the elections would affect both the
guantitative results of the regulations and
the data required to be tracked. Companies
should also consider providing comments
during the comment period. Finally,
companies should evaluate the potential
financial reporting impact of the 2023
proposed regulations and their impact if
finalized as proposed.
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India

Supreme Court decision on MFN clause in India’s tax treaties

India had entered into tax treaties with
various OECD member countries (France,
Netherlands  and Switzerland (FNS
Countries), to provide for the rate and scope
of taxability of income. Subsequently, India
entered into a Protocol/ Most Favoured
Nation (MFN) clause with the respective FNS
countries to provide that, if India provides a
rate more favourable or a scope more
restricted to any other OECD member, then
such favourable rate or restricted scope must
also be provided to the respective FNS
country from the date on which such
subsequent relevant tax treaty enters into
force.

India entered into tax treaties with Slovenia,
Lithuania and Colombia (SLC countries) to
provide for a lower tax rate on dividend
income at a 5% rate. At the time of providing
this favourable tax rate, those countries were
not OECD members, but subsequently
became members.

Taxpayers from the FNS countries urged tax
authorities to invoke the MFN clause in their
tax treaties and provide the lower rate benefit
while issuing a withholding certificate for
dividend income, as provided to the
respective SLC countries, which became
OECD members. Those requests were
rejected by the tax authorities.

In the recent case, the Supreme Court of India held that
the MFN clause in Indian tax treaties does not come into
effect automatically. It can become operational only by
issue of a separate notification under section 90 of the
Income-tax Act, 1961 (the Act), bringing the
consequential amendments to the treaty into effect.
Moreover, a claim under the MFN clause of a treaty with
a country that is a member of the OECD, which relies on
a third OECD member’s tax treaty with India, is valid only
if the third country was a member of OECD at the time of
entering into its tax treaty with India.

For more information see our PwC Tax Insight.

PwC observation:

This significant decision has far-reaching
consequences. Many taxpayers have taken the benefit
of the lower 5% rate of dividend taxation as provided in
the tax treaty between India and the respective SLC
countries pursuant to the MFN clause. However, the
Supreme Court has clarified that the beneficial tax rate
provided to these countries cannot be provided to the
aforesaid taxpayers in the absence of any notification
issued under section 90 of the Act. This will also have
implications on other tax treaties that have MFN
clauses where notifications have not been issued. It will
also be interesting to see if there is any reaction from
any of India’s bilateral treaty partners that have MFN
clauses, which are likely to be affected by this decision.
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India

Final angel tax valuation rules notified

Effective 1 April 2023, any investment by non- resident
investors in a privately held Indian company in excess of
the fair market value (FMV) of the shares of an Indian
company will be taxable in the hands of such company
(popularly known as angel tax in India). In May 2023, the
Indian Government had notified draft rules proposing
changes in the method for determining the FMV of such
shares.

Recently, the Indian Government released the final rules
for determining the FMV of shares. Broadly, the final rules
are in line with the draft rules, and there is one aspect of
valuation of compulsory convertible preference shares
(CCPS), which has been additionally provided in the final
rules vis-a-vis draft rules.

The key amendments in the final rules include:

1. In addition to the two methods for valuation of shares,
namely, the discounted cash flow and the net asset
value method available to residents, five more valuation
methods have been made available for non-resident
investors. These include the comparable company
multiple method, the probability weighted expected
return method, the option pricing method, the milestone
analysis method and the replacement cost method.

2. Where any consideration is received for issue of shares
from any non-resident entity notified by the government,
the price of the equity shares corresponding to such
consideration may be taken as the FMV of the equity
shares for resident and non-resident investors, subject
to the following.

a. To the extent the consideration from such FMV
does not exceed the aggregate consideration
that is received from the notified entity; and

b. The consideration has been received by the

company from the notified entity within a period |

of 90 days before or after the date of issue of
shares which are the subject matter of valuation.

3. Similarly, price matching for resident and non-

resident investors would be available with
reference to investment by venture capital funds
or specified funds.

4. Valuation methods for calculating the FMV of

CCPS have also been provided for both resident
and non-resident investors. Additional methods
for CCPS valuation have been provided to non-
resident investors similar to the method for
valuation of unquoted equity shares.

5. A safe harbour of 10% variation in value has
been provided.

For more information listen to our PwC podcast.

PwC observation:

The final rules released by the government specify
the norms for valuation for only equity shares and

CCPS. Other types of shares, including optionally
convertible or redeemable preference shares, will
continue to be governed by existing rules.
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Netherlands

F/X result on participation dividend receivable taxable

A dividend receivable arises at the moment the
company's competent body adopts the dividend
resolution. At that moment, the parent company must
value the dividend receivable and recognise it as an
asset on its tax balance sheet. The dividend to be
received by the parent company is exempt if the
participation exemption applies. Any results in respect of
the dividend receivable (including foreign exchange
results) are not covered by the participation exemption
and are subject to corporate income tax. The Supreme
Court confirmed this in a judgment dated 3 November
2023.

Supreme Court Ruling

In the case before the Supreme Court, the issue was
whether the participation exemption also covered the
foreign exchange result on the dividend receivable.

The first question the Supreme Court had to answer was
the question of the moment that a dividend receivable
arises for tax purposes. In particular, this discussion
focused on the question of whether a dividend
receivable arises at the moment the dividend is declared,
i.e., the moment at which the dividend receivable arises
in civil-legal terms, or at the moment it is made available
for payment. The Supreme Court has now ruled that the
first view is correct. A dividend receivable arises at the
moment the company's competent body adopts the
dividend resolution. At that moment, the parent company
must value and recognize the receivable as an asset on
its tax balance sheet.

The second question the Supreme Court had to answer
was the question of the scope of the participation
exemption. The judgment clarifies that a benefit located
in the arising of the dividend receivable belongs to the
exempt participation profit. The dividend itself is
therefore covered by the exemption. Next, the Supreme
Court ruled that with the arising of that receivable, the
exempt participation profit is left. From then on, the
dividend receivable is an independent asset which, by
its nature, can lead to profits and losses. As a result,
changes in the value of the dividend receivable,
including changes in value due to exchange rate
fluctuations of foreign currencies, are in the taxable
domain (profits taxed, losses deductible). Therefore, the
value that the dividend receivable is recognized on the
tax balance sheet is very important.

Finally, the Supreme Court indicated how the valuation
of the dividend receivable on the fiscal balance sheet
should take place. In order to correctly determine the
taxable total profit, the dividend receivable must be

recognised on the balance sheet at the moment it arises.

This is the moment a legally enforceable liability arises.
Thus, there is no ‘economic’ approach. The valuation is
made at fair value at that time.

For more information see our PwC Insight.

PwC observation:

An important lesson from the Supreme
Court ruling is that transactions involving
exempt participation income must be
structured with legal precision. This case
concerned the distribution of a dividend to
which, in itself, the participation exemption
applied. However, a period elapsed
between the dividend resolution and the
actual payment, albeit a relatively short
period of just over a month. The dividend
was denominated in foreign currency.
During this short period, an exchange rate
difference occurred on the dividend
receivable. This led to a positive taxable
foreign exchange result to which the
participation exemption does not apply.
Unfortunately from the perspective of the
group and the Dutch company, there was
only a ‘paper’ profit given the totality of the
transactions.
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United States

US District Court applies economic substance doctrine in Liberty Global

The US District Court for the District of Colorado
issued its opinion in Liberty Global Inc. v. United
States on 31 October, granting summary
judgment in favor of the government that the
transaction at issue (‘Project Soy’) lacked
economic substance.

Section 7701(0) provides that, when the economic
substance doctrine is relevant to a transaction, the
transaction has economic substance only if (1) the
transaction changes in a meaningful way the
taxpayer's economic position and (2) the taxpayer
has a substantial business purpose for entering
into the transaction. A key issue in Liberty Global
was whether the economic substance doctrine
was ‘relevant’ to the underlying transaction.

District Court Key Determinations

No ‘relevance’ threshold inquiry - The District
Court rejected the taxpayer's argument that the
legislative history of Section 7701(0) evidenced a
Congressional intent to limit the types of
transactions to which the provision was relevant.
The District Court instead concluded — based
upon its interpretation of certain statements in the
Section 7701(0) legislative history and prior case
law — that there is no initial ‘relevance’ inquiry
prior to applying the economic substance test.

No basic business transaction exception - The
legislative history states that Section 7701(0) does
not apply to certain “basic business transactions that,
under longstanding judicial and administrative
practice are respected, merely because the choice
between meaningful economic alternatives is largely
or entirely based on comparative tax advantages.”
The District Court concluded that the Project Soy
steps were not basic business transactions because
(i) the steps produced a tax result that was violative
of the Congressional intent underlying the GILTI
regime and Section 245A, (i) the transaction was
planned with the help of a sophisticated tax advisor,
and (i) the transaction comprised a complex series
of steps.

For more information see our PwC Insight.

PwC observation:

The taxpayer has stated that it will appeal the
District Court’s decision to the US Court of Appeals
for the Tenth Circuit. While the District Court’s

decision has limited precedential value, taxpayers
should continue to monitor the Liberty Global
appeal and related litigation to assess further
developments in the manner courts interpret the
application of the economic substance doctrine.
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Glossary

Acronym Definition Acronym Definition

ATAD Anti-Tax Avoidance Directive EU European Union

ATO Australian Tax Office MNE Multinational enterprise

BEPS Base Erosion and Profit Shifting NID notionial interest deduction

CFC controlled foreign corporation OECD Organisation for Economic Co-operation and Development
CIT corporate income tax PE permanent establishment

CTA Cyprus Tax Authority R&D Research & Development

DAC6 aE:rJaﬁggrr:]ciLtDsirective 2018/822/EU on cross-border tax SBT same business test

DST digital services tax SiBT similar business test

DTT double tax treaty VAT value added tax

ETR effective tax rate WHT withholding tax
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