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HE
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OECD/G208y 818 42848 (Inclusive Framework - f#E1F)12024/02/19%% % /<41 — "Amount BRI =S (EI2EE RS ) RE—ERBCARMBEETER AU TN EME /1L
T3k ) - AR EHT B ETHNECH TR RH O ENBE BN R - ZMEZH0OECDR2023F7HE2022F 12 B AREATR & & HAY -

Al S RN B ZE S M AOECDR EE] EIEE %l (Transfer Pricing Guideline - B#ETPG)SENE 24 - 1R 4 ZR1BFRET1£2024/03/315158 A Amount BRYMIINIES] - I
i’ EIERAAmount BE{E AR EREE R SE A MAEOECDRAIS £ -

ANAG B TR IR S EL2023FE7HZ BT AAIRSEANTHNERRE -
Aot (e Ea?

EREEFZHRIBEZHBEN T - Amount BEZERIFEMEMAEE MeEMREE AT FERM - Amount BRHEHI(BEEFB) BN EFEE RWEETHENKHE EE B —
BB RR5%#H(Arm’'s Length Principle - fTEALP) - 2B EE NRENHER EEEE (low-capacity jurisdiction) EAHAmount B - RKEBH A ZHMEERERENES
B R ZERREIAIIBEN PLBEERBELER -

EEAMRBMRTBERAT  EEYMUESBEIRN—BHENE R NISHEREEY - MAREXNRABESZNEREER - 5] EBHREFMERANFBERE Z0)8E
RAMIFEREE  ALHERSEEFEERRSZ/RA - BRrAMEBEXRFKERITAmount BILSEIE - BEREIEMNE - AABIENSARBILAZEITAmount B -
AAEEZRARIFRR —DBZBNBEEON - SARAERIRSEHSEEERKREBEARABL ZBERBAER - MENEFMR LB TISIER(list of
concerns) BN E IR MRIBFIRENBER P - HRAmount BIIFE—ERENREER - HARWSED - SASHHFELERISHRETEE - KM - BEHEAE2EEES
THEEREFEREE LR EZEBRIEREEETE -

HE R IREAYITEN
FaBEAEENKERBZERRERRENIEE - UoWRBBIETIAREDERTERISAMHNER - IWIMIREZFZARBB AR RS EER — L8 - 0

BERERREFRETHE  [EHHEERETHINE—DRESES - Amount BRBEARFZARESR - BEEEER - 7U8 - B )R8 - ITHELR - SUSHITH
i MMM TERREE - A EXRPFERRAKEEZMRNEZAIIRZIEE - .
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WEP ELEBETZNERRNEABRAR SRR MATE - RIFRHE—EFEREE  ZEIPBUBRETSEEZAFHBREANEZEZFEFNRROS)EREFMNEFIZ(NPI) -
B - WEMEHERE - BENEJEEBRZEEU K EREE T E SR HAERRVES] -

7A@ A Al

BB A #2025 F1H1IHS LIBRIa 2 St FEHRER - IR—EREZRERAAmount B - IJIBL N MiEEE
1. #HEPABARKSAMount BEERRMNREFZA—EER ;

2. AFEAmount BEERMMIREBABTRESERA(MAEREEN—E) -

HE ORSEBTREZERTEEB EREMREBAEEREHERBZRSREHEUEBMERBEARENER - BRTER T - ARMEFSAIERAL—BET
EREFBESEZBEBAMEREMUXFEESHNBREHEBEELZH - MBETALFMAEREERIIRT - BLEEZHREBAR - fIAREE -

BRARSERERESA

BEETBERBLUTRS - IMIER 5 E22023F 7 HAARPHWASHEE :

1. BERmMETHREENESETHENKHERS ;

2. RERHFHENNERBERZ(AEERMAEE) -

HAR SR EIRE(H =8N BE2023F 7 HEMBNEE T ABRLTRA) - MIFEUTAENRSEB)

¢ ERRXSERMNEUETENBEEANETIEEBWIN : KEBAENAERELE LNRZARIAEBREEBENELEE) BEREALHED - HE
REGNASHFERZAEELE ; 6
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£%B : HRNBHERZNE—T@R

o ZREEFE—FNEFIOINER LT EEEEAEFHERLAHICRTREAEXERATEREFHERN3% - TAFSR20%E30%HEH) -

R a8 o8 ﬁﬂ“fﬁﬁ%}iﬁﬁ?ﬁ ﬁ% 2524 - BN SELEEEUBmIARYENEKHE (B2 AR - ARESERBNUL) - HELHEBAFFEFEEE (BN
BE  IRMBRE - RKE - B -  TE)BAREME  TOUESERZEEERFERRERRSM @ RIFZFEHEHNEED EENETSRE BREZINER N2
FRIE ﬂ?ﬁ%ﬁ?%ﬁﬁEﬁfi%hiEE?]ﬂ%ﬁi’:]i‘ﬁ%% BR20%ERIRE - REREERREFLBmNKE - BEAESEFRFBEANEMRT -

RIS PR EIREH2023F 7 HAARPHNERNL RAES —B - IS ELE8MHRBERIRIRLERIINIE M Z % (additional qualitative scoping criteria) LA & {E
MR EERERSRIIMIFIEDER - (BEi22024F3H 3181 KRR EBFEN] E

#£2023F7 HNAATB PR —ERERERAFI - BMREFACRFZHE) I U ERABIEBEARRZEERACUP)RREE Z 7 AR B BIREXERHEERE) -
RITILABEER IR Amount BEBE 7 9 -

HE 2RSS EHEaERE EaEME —ERMIELRE - 1E|EZTE-?’EE’J7I‘E?WH3 Ay EERARYE - 28T - %jﬁ"ﬁw%Rai”‘/\&ﬁi‘%%%?ﬁ(%% EERNRENEREER)
M= @ BINVESRUENELREREEZDABHENREE - HoJgEE— P& EAmount BRYTE AR E M AR ULHEE M

] {EFEpEE EL A2

i“‘fﬁﬁ@ﬁﬁz%?E*U/%?E’JHHE%E@(%S 1)TERESIE LBI2023F7HZB AR THAET —2 - B " EZEEAH(industry grouping) s A " Z 252/ (factor intensity) ; 3£[F]
Jlrtl'jjrﬁﬁﬁ =SZEFAER - FIEREEBIEAENEREEFIER  BREEFNERHEMIFTELSNES.5% - ERNTASHRAS - h%ﬁﬁﬁ“*ﬁﬁ—iZO%E?ﬁmnﬁﬁn
THABLTHT - ERER  BRENRBRERERZAEE-—EEXNEXNE-—SWOBEEESEHE_ -

%%Fﬁé&ﬂkﬁ(operatmg expense cross-check) BIEN2023F7HRA MBI EELERMA_RIEINENAE - ZRXXBEGERMERBENHE - YEL ARE
HEFEE A= (return on operating expense)Zlu__nF'ﬁ ZEBRBESPHORS2ETAE - — B AERTERBHNANE EEE BN (equivalent return on
operating expense)&ERpIMERET - AIARBZETEMREE ; A  EANEEXERATMEEEEREBN - AIEAREXRFNEXEZHANBHNANE S EZERRMEER
AltERE P -

BITHREREB2023F7THESRPREMFEENEER(BER AL M) REREANRETEEEFFANRFEOKS - 77E) - EFFRWTEEEER LBIMER—F
AR HFERREERETRANBRRETSE -

ReR] BEHIRENRBSFET —RAGERR - MHBEMK] BEEISEEE - 7
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R BERSHELIEEEARIER/RTSAmount BRESEZMMEBANERN L IR - BIFESIEREERIES R EBREMATIERSEZERE - [
RO BEENE PR EERERE LAAKL - AIERFLAMR —EEHRZER(FURERB oJSER Amount BAR &) 48 55 18 B IS A 55 2 B X (B BEAR #% 1T Amount B)F -
FfTAmount BN ER BB XM KA S RRMNERENER - mESHFABENRREROEEERBERORIEHER -

FEERTBIE I E YRS

YE2023F 7 AR - IRTBEERRBE] BEXBETREIFEINE B AN HEKRERM - 8  KESFSHNINELT - EEEH - WABRRK - BEERIR
SRETEL RSN R FEMBRERAENEBHEE - EMRBEHFATRERABETER  AREBABREXHPRPEDVEIZEAITTIAIF - IRRAFTEERRERER
HAR - RIARFR =5 A B IR AR AR

WEMELHEERBETE  ABHETARLH  MBKEAUESETRINEE - HHERMEEE o sERERE T ABRRILIE -

#22 . BiEAmount BEZEXZBINNEBREAA FMEEASBEEIINENBZEWRYE  ARFEREERENLNTEEZWREFEIE(data point) NEEEESERIRENE
2 - PLEETAmount BAEEEETE -

HIREE T EERN

ERTTAmount BEMEER PSS LEABER] BERERFITAmount BREREE BRI REERF MM - M - BEREEESENEREERNIGR - BEPIRE
EAmount BIR#E N ELMNGERGHEAEZEELEEARBE LBEEENERNEER(BZERBFTEE)MRLE - S8URBHREARBESZEHRITAmount BERFUEE -
VORI EEBRMNEE - B0 eFUREBNEEZ AR pdREEHEHRAZEAEERT EEHENBENER - HEaZHA - DESRESAFE - TZR/E
BEERENHENERRNREGARETE - —BRMZERE - ILEMFKFASROECDH -

MRMEBEEREEEN T EEFERHAmMount B2 A 2 E 48 B &2 F(Mutual Agreement Procedure - fFEMAP) L 8 55 E & 17 5% (Advance Pricing Agreement - %8
APA) - BIMAPSIAPAR EBSEHEA - BN EEETIRACEBIRZEANRMAPEEFRZNATMS @ WREZENER -
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HE . GAMRBCEEROECDIR BB E /I - MEcE N —ROECDHEMMBELANRIER - R - Bi0BERBERSBIRNIAZ KRB EMBEIRAV A - cJBEEENE
ERMBARBOR N EE BRI HRFAGIEMN - IE5h - #RRERESENERNEEEEEERGEAREREAEN - BEER ERFZRAFZEBNILEANTHE
BRAR - IEMEE FEESENHEREERNTEIRFE -

AXEEREMB S SR EI SRR

REEE HEGETHED Al B
Tel: 02-2729-6207 Tel: 02-2729-6666 ¥ 23685

Email: lily.hsu@pwc.com Email: i-hsing.chiang@pwc.com
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BEIH _HAREEECESEEN - BEEEIBGEAFIMERKRERPRS ZEARNZESEIES - R g MREN RS E it 75 = -

BT ER EARE - KM B RIZ S BB —E N TIEEIRE I (Refundable Investment Credit - MUNRSHE TRIC  )atBIZR M@ 0K MW ECEE I - DUGINES
BtEENNEHREERBEEMESEBESETHNGER - RICE-EEFITRERSHENRUES - oI ARIIEEENEMFSEH  IRCEREIEEREIRNAE
BIRG 2 BEMAER - DURSHRNIBBHATE - FNE L8R /S(Economic Development Board - MU N "EDB ., )& HINH %8 E F(Enterprise Singapore) &1
EARBERZELFEERIC - RICUEE B SR ABUSTERGEXTHREIENES ZA TR LR - TlERERFICANBBERTSIRGEETHNEE - RIC
R B AERIIIE R E DU RS ERSIBERERMS —IRERE -

HERICERBHNERETEEIE

1. BEMBESEREWGIN : KR - BIXEEREE)

2. ERIEVIHARS - BERBANHEESIEEHHE

3. BRIEIBIEEHEE PO

4. RUFBERES ASEEEH

5. ETHEEMAINEE

6. BIiLUBINR BRNERSE -

RIBINEEEEE  FERICERBRGNZHERITIAEERE

1. BRI : B - TARMEBIRE - #HRRE - BE)

2. AR

3. A

4. EXEH
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8. BEAMRAA -

Eﬁﬁ’ﬂﬂl%ﬁ%%‘%ﬁﬁﬁﬂ BRERTEERR - EW?EL@J?EU'F FRET IR e = RS INEHHIBRERAS IR 1B RIC ETTHYERE - B2HIMS - B ORBHAARS
RICERE!E - EXFMIRTHEERRREMUARIBRIE D

BAAHBARHMER/R N —FEBRAE MR - HINKBUTEE R RICMHAOECDZ T — ME1AMR B (Model Rules)fHEZRA - G E R A 5150 RIE R R &8
(QRTC) -

ETER T EEREERRZORTCHAGERUGERERTBARMAARRAENR - HAEMERUITREASEELATIBUMRETR) - EQRTCEEEFR
BWAETRATND BRI - EFETR/VIE NE - MASERUGER A Z R RENRRETRAA D F) - LN SH—EHESN FRIBEEE -

=Bl

\ﬂ]])l

5. ERE

(o]

~

S5O RERUGER(S) A S ERRUERL(S)

ot UL L 500,000 500,000
HE=HRIA 1,500,000 (1,5001,6%%255?80,000)
GloBEF15[B] 10,500,000 10,000,000
ETR[D=A/B] 14.29% 10%

R ZE[E=15%-D] 0.71% 5%

FES i 7o 1 S+ [F=B*E] 74,550 500,000

*AZERBEEEEEWRNMHEBAI SRR 1
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HEARRICRYHE BN E IR IR M EC Efa it DA SR IR AR UWB BB B R —AMS 2R HULRITE - MRMNARERENRELER - BZEBCHERIE
MAZEH TR - DEHMERICEREBRUE BRI @B RAVAEE ES -

EWBEAMLCA R EARERIRENRUGERARI 5D - BLEBEXSARZEFTER/EMA OECD Model Rules A QRTC 2RI - EIE - RICEBZ XKW - BRE
AFIRRE T —EAFNHFIRE - TEBHR FIRANMEEtSE -

&% - BRRICHRHINKE—EHTE - EstHEEREU B 2ESBREIOECDHIE] (M FERBEHE) RS - PWCRIFEHEEZERBUISIF - HENEHRE
BER - WHEEBEEAFNNRKEEMEEHWE) -

EDBAGH IR E R B 2024 F E =FR N EZFAMEH -

AXFEREM S SR EI SR

BER WESZEE HEE K2
Tel: 02-2729-5907 Tel: 02-2729-6666 & 23770

Email: paulson.tseng@pwc.com Email: eileen.a.lin@pwc.com
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2023%F 12830 - EAFEME213ITHER(2024FFAEER) 2 AXZBETHRBHIEIERBEZES - Hi - 2024FBE AR EBIEFEMIZPIRAR - EETER 7 &
FREAPIHIE] EEZ B EETE X HRVHAR - W0 ATt ﬁJr%]‘T;ETEEE!zJJ:EI7%2023&12%3152%%%:&%“/\ 1S E A MY ERXBER] B XX HABR2024F9830H (IR %
11530A8) -

MBS ALARBLIIRAIEZBEEXH  TNERURSEABFISBEEL  UESATSHRINES - WS ERSERRBEBEXXHNRE - BIMHRE
HBARERREZEFERE -

MBS ARRSEBREEXGHRLEEEN - BRENBEEXXEIR(2024F9RA30B)MAZE -
m¥ Al 52 BA
BRI ERT B HAMR

2024 FFABARIBAE - MIFPHMMIRBAINE  EMYUREIXBEIIBNHHRELEEATE - EAEZRBANEBAZERABERISHEE - BLAEERN
/fE/JH‘IFﬁEﬁ

BEHIMRRZTA

RIF2024F AT AR - EMMEFARABEH S FE (ST FERERH2023F12H831H) - AIEFEMSHRBIME(RES)Mith 5 ST PR E (IRAP)R —AR IR & LE
HAPR732024FOH30H (BT FEAERBEEIER) - HRMMEBAETRBFRE - FRABKEZBEEXHIMERNUREREFRBEBEC - W—ARPHE LLHRIT
EARBER BT -

FEEFEHMEERZA

MIRBFZANIRRFEBEHSEE - 2024FREERRERESHEN - ZRFEBR S FELERBN2023F12HA31HAINMAREB A - ZRTIEEANREBAEFER

AEBERUAN—RBPRE ARG FEERAERE1ER)UEREEMBRBRE(RES) MM TS MBME(RAP) - WEFEBEIEXH - HUREREFRHE
BiESE - M ESsFEERRERMERRFHRAR - 13
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RANBEIEEZERER

2024 FRBEART AR IMET] FANBEEZR - AL - EMMEBARLER2023B 5t FEEBNSIRURRRE - AN AERSRNBEEXY - BIEEZED
B ILARZR) FIE 3R 5 (T AR SARE) -

L EMBE(RARMETNERETREELCHEZANERWEIEREARMESE  B8HNGBNUESEEFREAR)NKERENRKEHEKH" -

B - REIEIFRRFRE - AREFSABRRCHERULUBRABEIEXXHCHESZ - M EREEMIRURRRE - 5 - BEIEXHRATHIER - EARIHEAL
ARBANRBER/BILEXEKRE200ARRBEIEXXY - —RME - E2AFNRBERBZKEMMBREY - MMBHABR7TAAET -

i M ESNRERETEE AN ERFEIRREFNENMDERE -

AXEEREMB S SR EI SRR

REE KR MW 15
Tel: 02-2729-6207 Tel: 02-2729-6666 ¥ 23718

Email: lily.hsu@pwc.com Email: lucy.f.lin@pwc.com
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EEA MRS B (Inland Revenue Service - UM "IRS )& @R/ B R A HE = (Advance Pricing and Mutual Agreement Program - LU N " APMA L )&BFS
3826 % MmBRETakE] B =& (Advance Pricing Agreement - DUNEHE "APA L, YIUEE 25 BIFEIATE WS - EOWMEH RAPMAEIFIARS 2023 FESEMRIAPA ZHEINIR
BN - BEMENE2022 FH 7TTHREBE —HEF12023FM156 4 - LI2023FEcMAPARNREHEIEMS @ EE2023F M BAPAGTE B L LIl EHHEWACERAT—
F - RIRNTE2023FMTHMWAPARZRGED - EUHMMFEEETEZARNENREBANRS « #2022F 19— EXRHAIFHE EIEG 54318 A8 E £ = Mia 48 5 22023 F F 15
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BEER2022F FI564 VK ERIF—E - I AR S7K2021F K Z BIRYE K -

FHER
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BB IR 7TELRENENREZIN  EEAPARGH S IENMPIRAPARIEFE 45 0] et IRAPMASIFI A D EIRIZNBEFTREE - R2023F K - ERMEAI—EMI7TE
STEMNF1145 -
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APASERL EZHEMEEELE2022FE N 77HMELER RIBE—1E - WE2023FZF|15617F - SSANAPARETHI304 B EIZAPA - 7£2022F 781 - SEESEAAPAEEEE
B - 2021F /12414 - 2020FB12714 - 1R2023F5EAAI156 HFAPAZR G HPKHB53% 2 EREAPA(RD : SEEIBAPARAESS) @ 1HER2022F EAB45%HIER - £
EREZAPAZALECIENNBE&RA - HE2022FAI8%IE NZEI2023FM17% -

SERAPAZE BRI I R IR ISR £ 2022 F B E L S e #70943.418 B g 45 22 22023 F/042.018 B - 2023F E X ENEISHBRBAPARNEE R 13 - HWEE2022F EHEH S E
A6 AAFTIE -

B . APAZ M EREEARRIE IR 9 E 12 R B A E R 4R R O 55 R HAPAMEFIE BRH B2 AR P IEFE MM COVID- 19 IBEN R BREPER - WAFZEIN
MERUAEODNERENEG L - TEREFENEHL  AINEEEREESENE S A SHELRIEERNKE - FILEE B UGFRKRHWAR - 59 - MATRAL
EERBIAPMATFIGRAR ENFENEEH B RREBZMNTIEE1T155/(Interim Guidance on Review and Acceptance of Advance Pricing Agreement (APA) Submissions -
PUR &7 rﬁéﬁ?e%h YUAKRZETIES I RN BETE - APMASFIEEHETIES T LE T ERRAPARFBINEZEUHESRE - TENENGEBBEEIEE 208
AR EPAMBERENEFHNEG A RAPATT A RORE -

APAEREEIRIZY ; e R EIHUIE TR EMNFRS — R8s

APAEB A EI1/£2022F U183 1458 /D £2023FEAI1674E - BRI 24N - & FE2023F K - APMAEIFIU R 7 224 B R IEHAPAIE R BB XA A B A (M HBEAPAER S E ARV E
e

HE2023F K - FEMAAPAZ A B 8R55814F - MTE2022F K ~ 2021F K 2020 F K73 25641 ~ 46114 K 44814 - Hoh - BEAH K (25%) ~ ENE (23%) K INZE K (13%)H
APAZMREM T HE LHNFREIBEEAPARGARY - HEARIEEAS - B - AT - 28 - 2RI EEHMBERNGEREREG -

BERNBTEEEHNAR - ERBHEREXH

2023 FEHMEBNERMAOARZENEEAPAR U SIERNHEEAPARZHM32% - WHEBMBCREBELEAPAZHREAI30% - 152021 FAI40% L K 2022F 8
39%ME M M - A HARZEWENE ST EZAPALLAIBIE AR - B2022FFRE ERZEEEAPAALLE8% « 1R2023FFH£17% - 16
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£H2023E ETRLT BB RE S : AT EHER G EEs R AEEM

ERTEREEAN Bl REELEAPARMG OILARAN1LI% - HER2022F FI18M4% - MEXRCSTHEEAPAHEEE FNE - WL EERAPARREHNSY - HE
2022F FRID14% - HEREIX (B2 /e « 2E - A% - mTUAEMBER)S5T4152023F EEEAPAT R R AR BM32% -

FTTAEYSBAPASR M | HAEGTEMEBAPARM PR EST - ARZDEMMERX - FEEFTTMAPARERENLED AR - HA25% - HIE23% - MINE13% -
HRREX(B2EE - EXF) ﬁq R - 1 - ) 1E4KI39% - EEBEE R ER2023F B RIZAPARGFHBIR 2 - BA - HIERMEAXILBRHEEAI65% °

BIZAPARYIRER

TE2023FEBFEMLI67HAPAR AT - B1441H(4186%) R EEAPA » 1714 (K110%) A EEAPA - HER6H(44%) Al BZEAPARIRE K « TE2023F E A RILS6HTF - B130%F
RBEEZEAPAKI83%) -

SEANAPAZR Hh EIEAPAB IR 552023 F ESEBAPAZR E4HHI38% - 1HER2022FHY42% ~ 2021 FH948% L K 2020FE/I50% - BFTED - FIERAPABXHIZ M (EED
) NMEFTB2023F 2 5EAPARIEA7% - 2023F B8 BN R M (BB EE) R E /741 (152023 F E 5 MAPARI47%) - ER20225F P 58 A HY4 2B B 29 22 14 (152022
F B 5ERAPARIS5%) ML ARG -

APAFTRZMR ZEE
MEIMEEE - 2023F E R RIAPAZE B BBF H(56%)NEHZ S RIFEBB AT RERFA S 2B

2023 F ESeAPAFTRZERIR 5 HEHK36% S KB EERERS - REARBTHRS - HER2022F FRI37% - 418 N&E - 2023F EEAAPAT B #I44%;5 K 12U AR 75
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Australia

Australia releases Pillar Two exposure draft legislation

The exposure draft legislation to implement a
global and domestic minimum tax in Australia
was released for consultation by Treasury on
21 March 2024. As part of implementing this
measure, exposure draft primary legislation,
exposure draft subordinate legislation in the
form of Rules, and accompanying
explanatory materials have been released.
The measures included in the exposure draft
legislation and Rules will:

* Impose Top-up Tax under the Income
Inclusion Rule (IIR) and Domestic
Minimum Tax (DMT) from fiscal years
commencing on or after 1 January 2024,

* Impose Top-up Tax under the Undertaxed
Profits Rule (UTPR) from fiscal years
commencing on or after 1 January 2025;

* Implement the framework for the
imposition of Top-up Tax consistent with
the OECD’s Global Anti-Base Erosion
(GIoBE) Model Rules, Commentary,
Agreed Administrative Guidance and Safe
Harbour Rules; and

* Introduce consequential provisions
necessary for the administration of Top-up
Tax.

In addition to the above, Treasury has
released a consultation paper seeking
feedback on interactions with Australia’s
hybrid mismatch rules, foreign hybrid entity
rules, foreign income tax offsets, and
controlled foreign company rules.

Submissions on the exposure draft primary
legislation and consultation paper are due 16
April 2024, with submissions on the exposure
draft subordinate legislation due 16 May
2024.

For more information see our PwC Tax Alert.

PwC observation:

Australia’s introduction of a global and
domestic minimum tax regime represents
yet another significant development in the
taxation laws applying to MNE groups. With
the rules already in effect for some

taxpayers, it is imperative that MNE groups
that are within the scope of the regime
consider the impact of the exposure draft
legislation, determine the impact on their
group and actively engage in consultation
with Treasury on the design of the final
legislation.
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Bahamas

The Bahamas moves ahead with Pillar Two

The Prime Minister of The Bahamas, on 21
February 2024, announced plans to forge
ahead with the legislative enactment and
implementation of a Qualified Domestic
Minimum Top-up Tax (QDMTT) during 2024.

According to Prime Minister Davis, the Pillar
Two QDMTT is expected to impact MNEs
earning more than 750 million Euro annually.
He clarified that the CIT is not anticipated to
impact domestic companies, and that
addressing only Pillar Two MNEs is the
'‘proper approach.” He further noted that “Any
consideration of a wider business income tax
would only happen if it is a more equitable
approach for Bahamian businesses, and
would only be done after proper consultation,
with considerable lead time in order for
Bahamian businesses to properly prepare.”

For more information see our PwC Alert.

PwC observation:

According to Prime Minister Davis, The
Bahamas Government will prepare draft
legislation by the end of May 2024 for
presentation during the 2024/35 budget
proposal. The draft will be circulated for
public consultation over the summer
months, and then moved to be finalized for

submission to Parliament after the summer
recess.

While the effective date has not been
disclosed, Prime Minister Davis indicated
that his government is “reviewing options
that would entail Pillar Two multinationals
accruing those taxes for 2024 in The
Bahamas.”
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Greece

Draft Pillar Two Legislation submitted to the Greek parliament

The draft law regarding the implementation of
the global minimum tax has been submitted
to the Greek Parliament and is expected to
be enacted soon. The draft law incorporates
the EU Council Directive 2022/2523 (EU
Pillar Two Directive) on ensuring a global
minimum level of taxation for multinational
groups and large-scale domestic groups in
the Union.

The draft bill closely follows the EU Pillar
Two Directive. It introduces the following
rules:

* an Income Inclusion Rule (lIR), applicable
to financial years starting on 31 December
2023,

* an Undertaxed Profits Rule (UTPR),
applicable to financial years starting on 31
December 2024. If the Ultimate Parent
Entity of a MNE is located in Member
States that have made the election not to
apply the IIR and the UTPR for six
consecutive fiscal years beginning from 31
December 2023, the Constituent Entities
of that MNE located in Greece are subject
to the UTPR for the financial years starting
on 31 December 2023. The EU Member
States that have made such an election
are Estonia, Latvia, Malta, Lithuania and
Slovakia.

* a Qualified Domestic Minimum Top-up Tax
(QDMTT), applicable to financial years starting
on 31 December 2023.

In addition, the draft law elects to adopt three safe
harbors:

* QDMTT Safe Harbour,
¢ CbCR transitional Safe Harbours and
« UTPR transitional Safe Harbour.

The draft law explicitly provides that the safe
harbors will be interpreted according to the
Administrative Guidance released by the OECD
regarding Pillar Two rules, while the enactment of
the CbCR transitional safe harbors and the UTPR
safe harbor is pending on the issuance of a
decision by the Ministry of Finance. However, the
OECD Administrative Guidance has not been
incorporated in the draft law and there is no
provision referring to it, except for the application
of the safe harbors.

PwC observation:

Following the enactment of the QDMTT all
Constituent Entities located in Greece that are
part of an in-scope MNE group would be subject

to the new rules. As the rules will apply as of this
year, all in-scope entities should assess the
expected impact and start preparing to meet the
new compliance obligations.
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Hong Kong
Tax measures proposed in the 2024-25 Hong Kong Budget

In the 2024-25 Hong Kong Budget, delivered on

28 February 2024,

the Financial Secretary

proposed the following tax measures aimed at
boosting Hong Kong’s economic development,
supporting businesses and enhancing its co-
operation on international taxation:

1.

Allowing tax deductions for expenses incurred
in reinstating the condition of leased premises
to their original condition from the year of
assessment 2024/25.

Removing the time limit for claiming industrial
building and commercial building allowances
from the year of assessment 2024/25.

Moving forward the implementation of the
15% global minimum tax and Hong Kong
minimum top-up tax on large MNE groups
under the OECD’s Pillar Two proposal,
starting from 2025.

Introducing a legislative proposal to implement
the patent box tax incentive with a reduced
profits tax rate of 5%.

Introducing a legislative proposal to implement
the inward re-domiciliation regime, which will
include amendments to the domestic tax law
to address transitional matters e.g., fair
deduction for trading stock, bad debts
impairment losses on financial assets,
depreciation etc.

6.

8.

Further enhancing the preferential tax regimes
for related funds, single family offices and
carried interest, including increasing the types
of qualifying transactions and enhancing
flexibility in handling incidental transactions.

Granting a one-off reduction of 100% of profits
tax for the year of assessment 2022/23,
subject to a ceiling of HK$3,000 per case.

Waiving the stamp duties payable on (i)
transfer of real estate investment trust units
and (ii) jobbing business of option market-
makers.

Cancelling Special Stamp Duty, Buyer's
Stamp Duty and New Residential Stamp Duty
for residential properties with immediate effect.

For more information see our PwC Tax Insight.

PwC observation:

The 2024-25 Budget gives impetus to drive
the next chapter of growth for Hong Kong and
centers around revitalizing the economy,
fortifying our business environment, and
people. The Hong Kong

supporting our
Government has taken a calibrated approach
in tax policies, and carefully considered the
response to the latest market changes and
expectations.



https://www.pwchk.com/en/services/tax/hong-kong-budget-2024-2025.html
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Italy

Italy implements Investment Management Exemption

The Vice-Ministry of Economics and Finance
issued a Ministerial Decree that implements the
provisions for the Investment Management
Exemption (IME) on 22 February 2024.
Additionally. the Iltalian Revenue Agency
provided guidelines regarding the arm's length
remuneration of the asset manager for the
purpose of the IME on 28 February 2024.

The IME regime aims to exclude permanent
establishment (PE) status for asset managers
involved in purchasing, selling, or negotiating
financial instruments on behalf of non-resident
investment vehicles. The main features of the
Ministerial Decree include the independence
requirements for both the foreign investment
vehicle and the asset manager.

The IME introduces a non-rebuttable legal
presumption that considers the asset manager
independent from the non-resident investment
vehicle if certain conditions, including subjective
and objective requirements, are met. For sake of
clarity, the benefits resulting from applying the
IME refer exclusively to the activities of the fund
under consideration, while they do not apply with
reference to the management company of the
fund itself until September 2024. Those impacted
should monitor developments in this regard.

Overview of the new exemption

1. The IME provides that a person, even one
with discretionary powers, who habitually
concludes purchases or sales, negotiates
contracts, or contributes through preparatory
or ancillary activities to the purchase, sale,
or negotiation of financial instruments,
including derivatives and shares, on behalf
of anon-resident investment vehicle or its
subsidiary, will  be considered an
independent agent for the purpose of the PE
definition, provided that certain conditions
are met.

PwC observation:

The IME aims to provide a legal framework
that ensures certainty for non-resident funds
and investors, and avoid triggering an Italian
PE. This framework aims to facilitate foreign
funds' operations in Italy and maintain the
appeal of Italian special tax regimes that
attract  high-skilled personnel, including
members of foreign fund management teams.

The IME is particularly relevant considering
the potential tax benefits offered to individuals
relocating their tax residency to Italy under the
lump sum tax regime or the special tax regime
for inbound workers.
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Malta

Malta confirms derogation from IIR and UTPR

Malta has published the legal notice
(regulations) confirming its election for the
delayed application of up to six years of the
IR and UTPR under Article 50 of the EU
Minimum Tax Directive (beginning from 31
December 2023). Additionally, the
Regulations do not introduce a Qualified
Domestic Top-up Tax.

To ensure the proper functioning of the
Directive, through the above-mentioned legal
notice Malta transposed a minimum number
of provisions of the Directive to enable
taxpayers and other States/ jurisdictions to
properly comply with and apply the
provisions set out in the Directive. The
Regulations also transpose into Maltese
legislation the following provisions of the
Directive:

* Chapter | (subject matter, scope,
definitions and location of Constituent
Entity);

» Chapter VIII (Administrative Provisions);

» Chapter IX (Transition Rules [in particular
Articles 49 and 51]); and

* Chapter X (Final Provisions [Art. 52(1)]).

The Regulations also place certain filing
obligations on Constituent Entities located in

Malta that are part of an in-scope MNE group.

Constituent Entities located in Malta must
notify the Commissioner for Tax and
Customs of the identity of the entity that is
filing the Top-up Tax information return as
well as the jurisdiction in which it is located.
Given that Malta has elected for the delayed
application of the IIR and UTPR, the Top-up
Tax information return cannot be filed in
Malta. To ensure the proper functioning of
the Directive, Ultimate Parent Entities of in-
scope MNE groups that are situated in Malta
must nominate a designated filing entity in
another Member State or a third country, for
the latter entity to be able to file such return.

PwC observation:

During 2024, the government will continue
to follow international developments and
determine future policy based on its

assessment of those developments. In-
scope MNE groups should continue to
monitor any Maltese legislative updates in
connection with the EU Minimum Tax
Directive.
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New Zealand

New Zealand releases updated Pillar Two Legislation

New Zealand released updated draft
legislation on 12 March confirming, if enacted,
an effective date of 1 January 2025, with
respect to both the Income Inclusion Rule
(IR) and Undertaxed Profits Rule (UTPR). It
also confirmed, if enacted, an effective date
of 1 January 2026 with respect to the
Domestic Income Inclusion Rule (DIIR),
which will apply when a New Zealand MNE
has undertaxed income in New Zealand.

Some changes that have been introduced
with the updated draft legislation, if enacted:

+ companies should be able to claim foreign
tax credits for Pillar Two Top-up Tax paid
overseas under a QDMTT

+ there is provision to allow for the release
of a New Zealand entity from joint and
several liability when it leaves a particular
MNE group

* New Zealand’s Inland Revenue will have
the power to make binding rulings for
taxpayers on the application of the Pillar
Two rules.

PwC observation:

The New Zealand draft legislation, if
enacted, proposes that instead of repeating
or translating the OECD’s Model Rules,
Commentary and Administrative Guidance,
these texts would be incorporated into New
Zealand law by reference on a dynamic
basis (i.e., as new Commentary or
Administrative Guidance is issued, this will
automatically be incorporated into New
Zealand’s Pillar Two rules). The draft
legislation also clarifies that where the
OECD’s Model Rules differs from the
OECD Commentary and/or Agreed
Administrative Guidance that the latter will
prevail.

With New Zealand’s implementation of the
Pillar Two rules fast approaching, and
potential penalties of up to $100,000 for
failing to comply with the reporting
requirements, groups within the scope
should act now to analyze the potential
impact to their group.
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Poland

New reporting obligations - Draft regulations implementing DAC7 in Poland

A draft law amending tax exchange regulations
to align with EU Directive 2021/514 (DAC7) was
presented on 13 February. This bill, the second
attempt to implement the directive, proposes 1
July 2024 as an effective date.

DACTY rules pertain to digital platform operators
facilitating connections between sellers and
customers for remuneration regarding providing
access to certain goods and services. Digital
platform operators are required to disclose the
Head of the National Tax Administration
collective data on reportable sellers and conduct
due diligence on active sellers. Information on
the following activities (‘relevant activities’) will
be reported to the Head of the National Revenue
Administration:

* provision of real estate, share in real estate or
parts thereof, including adjoining premises,

* provision of personal services, including time-
or task-based work performed by a natural
person acting for or on behalf of an entity via
the platform at a user's request online or
physically offline after its execution has been
enabled via the platform,

» sale of goods,
* rental of means of transport.

The bill foresees penalties up to PLN 1,000,000
for non-compliance with reporting requirements.

PwC observation:

Based on the draft law, new regulations will apply
to entities that, from 1 January to 30 June 2024,
met the conditions for recognition as a reporting
platform operator. Whereby such reporting
platform operator carries out:

* until 31 December 2024 the due diligence
procedures -for sellers who were registered on
the platform during this period;

by 31 January 2025 the reporting procedures -
in case of activities it has enabled reportable
sellers to perform during this period.

The bill provides for the possibility that a non-

resident entity meeting reporting criteria in both
Poland and another EU Member State may elect
either Poland or another EU Member State to fulfill
those obligations.

Implementation of the bill will require
entrepreneurs to verify and adapt their current
business processes among others by: verifying the
creation of reporting obligations, determining the
impact of changes on Polish operations, support in
adapting the business model to the needs of
reporting obligations, revising the regulations and
terms of service provision, adapting IT systems to
collect and process the acquired information, and
ensuring appropriate business controls.
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Poland

Global minimum tax implementation

The legislative agenda includes information
about the government's preparation of a draft
act regarding the introduction of the global
minimum tax (GIloBE) principles into the
Polish tax system has been included in the
legislative agenda. The Act must be adopted
by the Council of Ministers in Q3 2024. As
previously announced, the project will be
subject to extensive public consultations.
Poland is going to implement IIR, QDMTT
and UTPR.

The global minimum tax is intended to
prevent tax avoidance by the largest MNEs
by shifting profits to jurisdictions where they
are subject to very low taxation. The draft act
is based on the assumptions of the European
Union directive, which in turn refers to the
OECD Model Rules. According to the project,
the largest groups of companies, both
multinational and domestic, will have to
check every year whether their effective tax
rate in individual jurisdictions is not lower
than 15%. If it is, they will have to pay a Top-
up Tax, which will top-up their tax burden to
the minimum level.

PwC observation:

Given the brief time remaining for the
implementation of Polish Pillar Two
regulations, businesses should consider
conducting an impact assessment of the
potential tax consequences resulting from
those provisions on business conducted in
Poland (in particular, when certain tax
benefits/preferences, e.g. R&D relief or
Special Economic Zone regimes are in
place).

For more information see our PwC Alert.

- e I S T O : T
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Singapore

Singapore implements global minimum tax effective January 2025

The Finance Minister, through the 2024 Budget Statement, announced that
Singapore will proceed to implement two components of Pillar Two — the
Income Inclusion Rule (IIR) and Domestic Top-up Tax (DTT) -for in-scope
businesses from their financial years starting on or after 1 January 2025.
However, the last component, the undertaxed profits rule (UTPR), will be
considered at a later stage, as the present focus will be to ensure a smooth
roll-out of IR and DTT for affected businesses.

The IIR will apply to Singapore-parented in-scope MNE groups in respect of
the profits of their low-taxed Constituent Entities outside Singapore. The DTT
will apply to foreign-headquartered in-scope MNE groups in respect of the
profits of their low-taxed Constituent Entities in Singapore.

With Pillar Two Top-up Taxes taking effect in home countries of MNEs, any
benefit they may derive from tax incentives will be negated as taxes forgone
in Singapore will be collected elsewhere. To address this, the Finance
Minister proposed enhancing Singapore’s investment toolkit with a new
Refundable Investment Credit (RIC) scheme to complement the many other
factors that encourage companies to anchor substantive and high value
economic activities in Singapore. The RIC is a tax credit with a refundable
cash feature, which may be used to offset corporate tax payable or be
refunded in cash within four years from when the company satisfies the
conditions for receiving the credit. The RIC is awarded on a case-by-case
approval basis by the Economic Development Board (EDB) of Singapore and
Enterprise Singapore. The RIC amount will be up to 50% of the expenditure
incurred on a qualifying activity during a qualifying period. The rate will
depend on the merits of the qualifying activity for which the application is
made. Introduction of the RIC will offer another avenue for Singapore to
remain competitive and continue to attract quality investments.

For more information see our PwC Tax Insight.

PwC observation:

With Pillar Two implementation set for 2025
(or earlier for groups that operate in a

jurisdiction that has already adopted Pillar &8 §
Two), MNEs must consider whether their s

current tax reporting processes are
adequate to capture the vast amount of
data needed for complying with this new tax

regime. Compliance aside, MNEs should 3

also consider their profile and business
requirements in assessing the relative
merits of the RIC against existing tax
incentives and grants.
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South Africa
Implementation of Pillar Two in South Africa

The 2024 Budget Review documentation, published on 22
February 2024, announced that the Pillar Two rules, in the form of
an lIR and DMTT, would enter into force in South Africa for fiscal
years starting on or after 1 January 2024. No mention was made of
the UTPR.

To give effect to this, the Draft Global Minimum Tax Bill and Draft
Global Minimum Tax Administration Bill were published on the
same day, together with an Explanatory Memorandum. The
legislation is expected to be finalized and enacted following a
process of public consultation, where amendments may arise. The
draft legislation is stated as incorporating the OECD Model Rules,
Commentary and Administrative Guidance issued by the OECD,
on an ambulatory basis, subject to certain specified departures.

For more information, please see our Budget 2024 Tax Alert .

PwC observation:

While the Pillar Two announcement was expected, the proposed
2024 implementation date comes as a surprise - most
commentators had expected this to be 1 January 2025 instead.

The implementation date will add significant time pressure on

qualifying groups to get 'Pillar Two ready.' Many of these groups
have already commenced their 2024 financial years and will be
releasing interim results for the six-months ending 30 June 2024.
This is exacerbated by the fact that the legislation is likely to be
finalized around September 2024. It will be important to monitor
developments in this regard.
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Thailand
Thailand issues Pillar Two draft legislation for public consultation

law for implementing the Pillar Two global minimum tax rules for Thailand on 1 March
2024. The draft law closely follows the OECD guidance under the GIoBE Pillar Two
Model Rules and proposes to include three charging mechanisms: (i) Domestic Top-up
Tax (DMTT), (ii) Income Inclusion Rule (lIR), and the (iii) UTPR for Thai taxpayers in
scope.

The Thai Revenue Department (TRD) published its public consultation paper as a draft '

PwC observation:

Under the proposed draft, the Top-up Tax is governed under this new law and does
not form part of the Revenue Code, therefore the mechanism of the UTPR
application will unlikely be by way of denial of deduction. The draft law does not
include any provisions that would delay the application of the UTPR. This likely
means that, if enacted, all three tax-charging mechanisms would be brought into
effect together.

The draft law still omits details of the adjustments under the GIoBE calculation,
including the various mechanisms under the Model Rules, such as the transitional
rules and safe harbour rules. The DMTT proposed currently follows the same
mechanism of the GIoBE rules in determining the Top-up Tax (i.e., allowing CFC and
main-entity tax for PE pushdown), therefore it is unlikely be a Qualified DMTT.

Taxpayers falling within the scope of the law, whether part of an MNE group
headquartered in Thailand or an MNE group headquartered abroad, should quickly
evaluate the upcoming impact of the rules in Thailand on their organisation and
prepare for compliance.
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United Arab Emirates

Update on Pillar Two status and other developments

The UAE Ministry of Finance (MoF) launched a
digital public consultation on the Pillar Two
rules based on the OECD Model Rules on 15
March 2024. The MoF states that the objective
of this consultation is to gather stakeholder
views with respect to the potential policy design
options to respond to the implementation of the
GloBE Rules worldwide. Responses to the
public consultation are expected to help the
UAE MoF arrive at the policy options that could
be adopted as part of the UAE’s GloBE Rules,
considering aspects such as domestic
implementation issues, interactions with the
UAE’s corporate tax system, and ways to
minimize compliance costs.

Alongside the consultation questionnaire, a
separate Guidance Paper provides details on
specific aspects of the GIoBE Model Rules.
This provides an overview of the GloBE Model
rules in accordance with the OECD Model
Rules, i.e., scope, GIoBE calculation criteria,
collection mechanisms, safe harbours, etc. The
consultation questionnaire also provides a
number of policy options that the UAE may
consider as it designs the Pillar Two Rules.

PwC observation:

In general, the consultation process aims to
seek stakeholder views on the different
aspects of the Pillar Two Rules from a
policy aspect. However, the UAE MoF has

not given any clear indication on how the
UAE will implement the rules. Further
details are expected in due course. The
public consultation will be open until 10
April 2024.
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Luxembourg

Impact of Pillar Two Rules on the Lux GAAP financial statements

On 22 December 2023, Luxembourg transposed into its
domestic law the EU Directive 2022/2523 (the Pillar
Two minimum taxation rules).

The law may have implications for preparing the notes
to the annual and consolidated accounts established
under Lux GAAP for financial years beginning no later
than 30 December 2023. To clarify the impact on the
annual accounts, the Luxembourg Accounting Board
(CNC) recently issued Q&As.

Q&A 24/31 — Impact of the Pillar Two Law on the
notes to the annual and consolidated accounts
under Lux GAAP or Lux GAAP-FV

The CNC is of the opinion that Luxembourg companies
and groups subject to the Pillar Two Law should give
proper information in their notes to the accounts in
accordance with the Luxembourg Commercial law and
the Accounting law. These laws state, respectively, that
consolidated accounts and annual accounts must give a
true and fair view of assets, liabilities, financial situation
and company and/or group results. If the application of
legal provisions is not sufficient to give such true and
fair view, additional information must be provided in the
notes to the (consolidated) annual accounts.

The company and/or Luxembourg group should provide
in the notes to its accounts the known or reasonably
estimated information that would help users of the
annual accounts and/or consolidated accounts
understand the company’s and/or group’s exposure to
income tax resulting from the Pillar Two law.

In case the information is not known or cannot be reasonably
estimated, the company and/or Luxembourg group should
indicate this fact and provide information on the progress of
their exposure assessment.

According to the CNC, the following information should be
provided:

* Qualitative information, in particular on how the
Luxembourg company and/or group would be affected by
the Pillar Two law and the main countries where the
Luxembourg company and/or group could be exposed to
income tax arising from the Pillar Two law;

* Quantitative information, such as:

— An indication of the fraction of their profits that might be
subject to income taxes arising from the Pillar Two law
and the average effective tax rate applicable to these
profits;

— An indication of how the Pillar Two law, if it had been in
force in 2023, would have changed their overall effective
tax rate.

Q&A 24/32 -Pillar Two law and option to disclose
deferred tax assets and liabilities in the notes to the 2023
annual accounts

In a separate Q&A, the CNC acknowledges that according to
article 53 (2) of the Pillar Two law: “the MNE group or a large-
scale domestic group shall take into account all the deferred
tax assets and deferred tax liabilities reflected or disclosed in
the financial accounts of all the constituent entities in a
jurisdiction (...)".

The CNC confirms the possibility for Luxembourg
entities forming part of a Pillar Two group to present
their deferred tax assets and liabilities in the notes to
their annual accounts for the last financial year
preceding the first year of application of the Pillar
Two law.

According to this Q&A, an entity can disclose in the
notes to its accounts for the year 2023 the deferred
tax assets and liabilities calculated based on the
gross amount of the tax attributes/temporary
differences. The Q&A also mentions that it is not
necessary for the company to perform an analysis of
the recoverability of deferred tax assets in relation to
the tax losses carried forward, the company can base
its disclosure on the gross amount of said tax losses
carried forward.

PwC observation:

Before finalizing the 2023 Lux GAAP financial
statements, groups should assess the need to
make the above disclosures for entities that are
impacted by the Pillar Two rules.

Companies should consider disclosing in the notes
to the accounts the deferred tax assets related to

any tax attributes and deductible temporary
differences in the Luxembourg standalone accounts
to reduce risks of discussions on the validity of
these tax attributes or deductible temporary
differences for Pillar Two purposes.
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Mexico

Immediate deduction Decree for specific industries

The Mexican Executive published in the
Official Gazette, on 11 October 2023, a
Decree granting tax incentives to key sectors
of the export industry consisting of the
immediate deduction of the investment in
new fixed assets from the date of the Decree
until 31 December 2024, and the additional
deduction of training expenses. The
percentages of immediate  deduction
established in the Decree range from 56% to
89% of the acquisition cost, depending on
the type of fixed asset.

The deduction of training expenses in the
annual tax return for fiscal years 2023, 2024
and 2025 equivalent to 25% of the increase
in training expenses incurred by workers
registered with the Mexican Social Security
Institute in the fiscal year in question.

Miscellaneous regulations rules related to the
Decree were published on 5 December 2023,
and are focused on providing guidance for
tax compliance and documentary
requirements to claim the benefits of the
Decree and the procedure of remitting
omitted taxes in the case of non-compliance.

PwC observation:

The benefits of the decree are for specific
industries/items (e.g., raw materials of
Pharma Industry, electronic and electric
components, machinery for medical
devices, batteries, engines, among others).
Additionally, it only applies to taxpayers

who have income derived from more than
50% of the export of products, in addition to
other requirements that must be met.
Mexican taxpayers should analyze the
possibility of applying the Decree benefits,
especially those that align with nearshoring
investments into Mexico.
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Mexico

Preferential tax regimes — Annual information return

All Mexican taxpayers, in addition to their
particular tax filing and payment compliance
obligations under the Mexican Income Tax
Law (MITL), must report each February the
information on income subject to a
preferential tax regime (Mexican CFC rules)
obtained in the immediately preceding tax
year through foreign controlled corporations
in which they participate directly or indirectly,
including, for example, disregarded US LLCs.

As part of the filing, Mexican taxpayers must
include bank account statements for deposits,
investments, savings, or any other relevant
documents, or where applicable, the
documentation stated through General
Administrative Tax Rules.

Furthermore, Mexican taxpayers that have
investments in foreign transparent vehicles,
or that have any type of income accrued from
any of the jurisdictions listed as part of the
transitory provisions of the MITL also must
file the corresponding information tax return.
However, if they file the return under these
two specific conditions, the income would not
be deemed to be from a preferential tax
regime, unless they fall under any of the
specific conditions set forth under the
relevant tax sections.

A Mexican taxpayer will be treated as failing
to file the corresponding return when the
return contains errors or does not include all
information in connection with the income tax
the taxpayer has generated or generates
subject to preferred tax regimes from the
preceding calendar/tax year.

PwC observation:

This measure is relevant for Mexican
taxpayers to make sure they include and
report all the relevant income and that it
agrees with the income reported on the
annual corporate income tax return.
Moreover, this information return should
match the tax liability determined and paid
in the annual income tax return.

Failing to comply with the filing of this
information return could trigger relevant
Mexican tax implications. For example,
Mexican taxpayers reporting income from
preferred tax regimes would not be able to
claim any deductions, and thus would pay
corporate income tax on gross proceeds.
Also, this could be deemed a legal felony
subject to criminal penalties if it is not filed
and is later formally reviewed/audited.
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UK
Spring Budget 2024

The UK’s Chancellor of the Exchequer, Jeremy Hunt,
delivered his Spring Budget on 6 March, accompanied
by a full fiscal statement from the Office of Budget
Responsibility. There were few surprises, with no
mention of any developments in relation to Pillar Two.
Key announcements included:

* main rate of National Insurance for employees cut
to 8% from 6 April 2024

* non-UK Domicile tax rules (for individuals) to be
replaced with a residence-based regime

+ full expensing will be extended to assets for leasing
when fiscal conditions allow

« over £1 billion of new tax reliefs for the UK's
creative industries.

The Finance (No 2) Bill 2024 was subsequently
published on 14 March. On the same day, the
government announced its intention to introduce an
anti-abuse rule into the UK’s Pillar Two rules. The
OECD published its third set of Administrative
Guidance on Pillar Two on 18 December 2023. The
Guidance included a technical reform to close off
certain avoidance transactions which aim to exploit
the Transitional Country-by-Country Reporting (CBC)
Safe Harbour. The Guidance confirms that a
Constituent Entity cannot qualify for the Transitional
CBC Safe Harbour as a result of entering into such
transactions. The UK Government intends to apply
these provisions from 14 March 2024 to prevent a loss
of UK tax and will legislate in a future Finance Bill.

It will consult with interested stakeholders on
how the provisions are legislated, with a view
to ensuring the legislation operates as
envisaged without any unintended outcomes.

The government also announced that it will
bring forward a further set of tax administration
and maintenance announcements on 18 April
2024. Watch our on demand webcast, hosted
by PwC's UK Tax Leader Laura Hinton, in
which she discusses the announcements and
their impact on individuals and businesses. For
all our comments and insights, visit our
dedicated Budget webpage.

PwC observation:

Businesses may have been hoping to build
on the momentum of the Autumn Statement,
but may be disappointed. The most notable
revenue raising measures announced were
around taxing on non-domiciled individuals,
tobacco and vaping products, extending the
energy profits levy and adjusting the air
passenger duty.

There cannot be a sense of ‘job done’, when
we would like to see a clear long-term tax
roadmap for business, crucial in building
business confidence, boosting investment
and increasing productivity, as well as
facilitating the transition towards Net Zero.
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United States

President Biden’s FY 2025 budget again calls for corporate and individual tax increases

President Joe Biden on March 11 sent Congress a
FY 2025 budget that proposes to increase taxes by
nearly $5 trillion for corporations and individuals
with incomes above $400,000. Many of the
president’s tax proposals --including a proposal to
increase the corporate tax rate to 28% and impose
a 25% minimum tax on certain high-income
individuals — were included in President Biden’s
previous budgets. New tax proposals in the FY
2025 budget include measures to increase the
recently enacted corporate alternative minimum tax
rate from 15% to 21% and to deny business
deductions for employee compensation above $1
million.

President Biden’s FY 2025 budget proposals to
increase taxes will not be considered by the
current Congress in which Republicans control the
House, but do provide a marker for his tax policy
priorities if he is re-elected.

The scheduled expiration of key 2017 Tax Cuts
and Jobs Act (TCJA) provisions at the end of 2025
ensures that the next president and Congress will
have to act on a major tax bill to prevent across-
the-board individual tax increases. The outlook for
action on President Biden’s tax proposals in a
potential second term will depend on which party
controls the Congress next year, as well as the
margin of control in the House and Senate.

For more information see our PwC Insight.

PwC observation:

President Biden was unable to gain support
for many of his key corporate and individual
tax proposals during his first two years in
office, when Democrats narrowly controlled
both the House and Senate. The Senate in
particular became a stumbling block and
the outcome could have been significantly
different if his party had held even one
more seat in the Senate at that time.
Republicans in the next Congress might be
forced to consider some of President
Biden’s tax increase proposals as part of a
compromise bill preserving key TCJA tax
provisions that benefit families and small
businesses.
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France
Potential infringement of EU law by a French withholding tax on the provision of services

A French company managing a marina made payments to foreign companies for
the use of their berths. French tax authorities considered that such payments
were the consideration for services rendered in France and should be subject to
withholding tax. One of the foreign companies relied on the reasoning of the
Sofina ruling of the ECJ (C575-17) relating to dividends in order to seek a
discharge of the withholding tax. In the Sofina case, a breach of the free
movement of capital protected under EU law was recognized as French i
domestic law, and created a difference in treatment between i) foreign :
companies taxed immediately and definitively through withholding tax when they
receive payments and ii) resident companies taxed on these sums according to
their recorded net profit or loss.

In the case at hand, the Administrative Court of Appeal of Marseille dismissed
the claim since it was grounded on the non-conformity to both the freedom of
movement and the freedom to provide services, while only the latter was
relevant. The Administrative Supreme Court overruled this decision since the
claim referred to the relevant freedom.

PwC observation:

The case is now referred back to the Court of Appeal of Marseille which will

have to decide whether the Sofina ruling can be transposed to the freedom to
provide services.

60



AET

MM EER R E L IEEREHWHISRMRE B E

BT AR BITR 5 P & 22 (3R 14400/2023-T) 5 K
—XERAET REEREB(PE)NBERT -
RZERTTWE Y BE T RIRRFR - RIBERRY

HMRHBE - MNEFSRBABRNIS%ETIH -

RERTRES  REINSZHEREEZFFER
B RS MR H® xnaqm%%;a CERT
TFEU(Treaty on the Functioning of the
European Union - BRE#ZE(E IR A7) S5 56 1% (1R
R B R)MEBEIR(ETEHME) - A/—
fRER - BAERERZANRIFFEERBR A
A FERERIAHKSHRERN RIS HEREE
MEHR - FILRBHISFISARERRT -

BAETMBZHEE(PTARE - AREETEER
MMEZA - AR BEMRES AEKERE
BEEPEREHEEALREB 7 ERNOIHER

MRER T - T BB SRR R -

MIBHEARR S - HWIFERE BB SR ERE
RAHARTENREHBEHERERNERERKRE - M
EREMEBETERNEDZ - BRAFENERETE - &
TER FTFEUSE56 1R - (& UL 8 18 BROM A Bt ¥ Brisal(% 4 C-
18M5) M HRU KR BE I &S T HBUAR 2B FHR(RH
0298/13 ~ 0165/13%]08/21) -

AR BZEBERBERT  BRMBOHOEERRIE - PTA
BRI ZDRREENRES AMRENER  BIEEPE
EEHAMES AMZENEMNNE B LR BERIEHEIRA
Bl - B9 - MRPTARBFAHIREAMEEZH ERMEENE

FER  URIEREMNREFZANLSR  AAREZBAETR
ERASHEERANEE -

S,

ARBEBETRABREBINIIFEREERARN 7 AP
i P o] DA EsRBSE B H % T ARRNAEF R Fﬁfﬂ;zm%ﬁ:+

AR EH B - ARMBFZATUERZTIH 2 BN FER
REER - REBEREAR - dJUESERETHIARRNE
BRRE -

61



Portugal

Tax arbitration court rules that WHT on non-residents is discriminatory

The recently adjudicated tax arbitration case
(Case 400/2023-T) involved a German bank
without a permanent establishment (PE) in
Portugal, which received interest from a
Portuguese source. The gross interest amount
was subject to withholding tax at a flat rate of 15%
as provided by the applicable tax treaty.

The bank considered that such taxation violates
Articles 56 (freedom to provide services) and 63
(free movement of capital) of the TFEU, by
providing different treatment depending on
whether the interest is earned by resident or non-
resident entities. This is because non-resident
entities, as a general rule, are not given the
opportunity to deduct expenses related to the
interest income and thus are taxed on their gross
income, unlike resident entities who are taxed on
the net amount of interest.

The Portuguese tax authority (PTA) argued that
since the burden of proof belongs to the taxpayer,
it would only be possible to determine the net
amount of the interest subject to taxation if the
taxpayer, in an ex officio review, had claimed such
costs and proved their deductibility.

The tax arbitration court confirmed that taxing non-resident financial
institutions on the interest income received without giving them the
opportunity to deduct business expenses directly related to the
activity in question, whereas such an opportunity is given to
resident financial institutions, constitutes unequal and discriminatory
treatment. This is prohibited by Article 56 TFEU -thus following the
ECJ's ruling on Brisal (Case C-18/15), and previous decisions by
the Portuguese Supreme Administrative Court (Cases 0298/13,
0165/13 and 08/21).

The novelty lies on the burden of proof, as the tax arbitration court
ruled that the PTA should carry out the necessary steps to
determine the expenses incurred by the taxpayer, even if that
includes information that is in the taxpayer's possession, or by
means of exchanging information with the German tax authorities.
Moreover, the taxpayer does not bear the burden of proving those
costs if the PTA considers there is no room for deduction of the
business expenses directly related to the activity in question and
rejects the taxpayer’s complaint based on that.

PwC observation:

This case opens the door for non-residents without a PE in
Portugal to claim the annulment of withholding tax incurred, at a

flat rate, on the gross interest income from a Portuguese source. A
procedure can be initiated within and up to four years after the tax
has been withheld. Based on this decision, it is possible to obtain
a reimbursement of the full amount of tax withheld in Portugal.
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Spain

Spanish Constitutional Court judges certain CIT measures unconstitutional

The Spanish Constitutional Court has declared
certain measures introduced by Royal Decree-Law
3/2016 as unconstitutional. These measures,
which came into effect 2 December 2016, imposed
stricter conditions on large companies concerning
the offsetting of tax losses and the application of
double taxation deductions. Additionally, the
measures mandated that companies reverse any
impairment losses on shareholdings that had been
deducted in the past. More specifically, the Court
found three measures to be unconstitutional:

* The implementation of stricter limits on the
offset of net operating losses for large
companies.

Based on this rule companies with revenues of at
least EUR 20 million would be subject to the
following limits on the offset of net operating
losses: 50% in the case of revenues between EUR
20 million and 60 million and 25%, in the case of
revenues of at least EUR 60 million.

 The introduction of an extra limit on the
application of deductions for the avoidance of
both domestic and international double taxation
for large companies.

Based on this rule companies with revenues of at
least EUR 20 million would be subject to a limit on
the use of tax credits of 50% of the gross tax
payable per year.

* The requirement for companies to include a minimum
annual reversal in their tax base for the years 2016-2020
for previously deducted impairments of shareholdings.

Based on this rule impairment losses on shares that would
have been considered tax deductible prior to 2013 and which
were pending reversal were to be included, at least in equal
parts, in the tax bases for each of the first five tax periods
commencing as of 1 January 2016. The Court's decision is
based on the premise that these measures exceed the
regulatory scope of the Spanish decree. The Court also
emphasized that the measures have significant tax
implications, as they reduce the compensation of negative tax
bases and limit deductions for double taxation, thus affecting
the corporate income tax, which is a fundamental component
of the tax system.

PwC observation:

The judgment states that settlements not contested by the
time of the judgment, along with self-assessments for which
no rectification has been sought, are not subject to review.
This means that only companies that have appealed
settlements or requested the rectification of self-

assessments before the publication of the judgment can
benefit from the annulment. Obligations definitively settled
by a final judicial or administrative decision as of the ruling
date are also excluded from reconsideration. As a result, if
you have not taken an action, you cannot benefit from the
effects of the judgment.
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European Union
European Commission policy brief explores first 100 days of FSR reporting

The European Commission’s Directorate-General for Competition (DG COMP)
published a policy brief that provides comments on the Foreign Subsidies
Regulation (FSR) requirements and first cases the Directorate has addressed in
the 100 days since the reporting regime began.

The brief provides statistics on the 53 notifications received in that period, as
well as clarifications on some recurring issues that have arisen in the context of
notifications, such as how to properly categorise relevant advantages provided
by non-EU countries, i.e., Foreign Financial Contributions (FFCs), how to report
those identified as most likely to distort the internal market, and how to interpret
some of the exceptions to the obligation to report certain FFCs.

For more information see our Tax Policy Alert.

PwC observation:

Multinationals are encouraged to perform an in-depth strategic review and
develop a compliance roadmap promptly. The FSR gives the European
Commission far-reaching powers to potentially delay or block M&A

transactions and public procurement bids or impose significant redressive
measures. In addition, the FSR gives the Commission wide ex-officio
investigative powers in all other situations and the same ability to impose
redressive measures.
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European Union
Council of the EU approves changes to the EU list of non-cooperative tax jurisdictions

The EU General Affairs Council (acting as the Council of the EU) has
approved the recommendations of the EU Code of Conduct Group in
relation to the updated list of non-cooperative tax jurisdictions. The
Council removed the Bahamas, Belize, Seychelles and Turks and
Caicos Islands from the list of non-cooperative jurisdictions for tax
purposes. With these updates, the EU list now consists of 12
jurisdictions. Why relevant? Being listed may lead to increased
withholding taxes on payments to, and non-deductibility of costs
incurred in, a listed jurisdiction, CFC issues, or limitations on the
participation exemption on shareholder dividends.

For more information see our PwC Insight.

PwC observation:

Businesses should review the updated lists and consider the
potential consequences for entities located in impacted jurisdictions.
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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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https://youtu.be/xJlvP0Fxe5Y
https://youtu.be/JXyDlGg6Wdc
https://youtu.be/0PMr3yW18T8
https://youtu.be/OABw-lmK138
https://youtu.be/YcWCOU4CoBc
https://youtu.be/Ztm9m-AGEt8
https://youtu.be/SHfWLUGA-M4
https://youtu.be/odP6NIYb6oo
https://youtu.be/ChquQX8NJ2A
https://youtu.be/5ph04p9BV-4
https://youtu.be/vQSxppNVUDE
https://youtu.be/9Zz_NA8FQBU
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