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Hong Kong

Proposed enhancement of maritime service tax concessions and introduction of commodity trading tax

concession in Hong Kong

Further to the announcements made in the 2024 Policy
Address and the 2025/26 Hong Kong Budget, the government
has recently submitted an administration paper to the
Legislative Council (LegCo) Panel on Economic Development,
detailing the legislative proposals for (1) enhancing the
existing tax concessions for the maritime service industry, and
(2) introducing a half-rate tax concession for commodity
trading businesses.

The government anticipates introducing the relevant
amendment bill to the LegCo within the first half of 2026.
Subject to the passage of the amendment bill, the proposals
will take effect from the year of assessment 2025/26.

For more information see our PwC Alert.

PwC observation:

Overall, the proposed recommendations constitute a comprehensive and well-calibrated response to both
industry needs and evolving international tax standards, specifically the global minimum tax rules, commonly
referred to as the GloBE rules. Ship owners and commodity traders are the primary users of maritime services.
Granting tax concessions would not only encourage them to establish and expand their operations in Hong Kong,
but would also increase demand for related services and further strengthen Hong Kong’s position as an
international centre for finance, shipping and trade. Furthermore, the inclusion of green maritime fuel as a
qualifying item supports the development of green maritime initiatives and the establishment of a green portin
Hong Kong.

In a post-GloBE environment where a 15% effective tax rate has become the new minimum, securing the lowest
corporate tax rate through incentives may no longer be as attractive for in-scope multinational enterprise groups.
It is encouraging to note the recent establishment of the Hong Kong Maritime and Port Development Board,
comprising key industry leaders who will advise the government on maritime policies and strategies from
multiple perspectives. This multipronged approach is expected to further leverage Hong Kong’s unique
advantages and bolster the industry’s global competitiveness amid ongoing geopolitical challenges.
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North Macedonia

North Macedonia officially implements Pillar Two GloBE Rules

North Macedonia published the Law on Minimum Global
Corporate Income Tax on 3 January 2025, aligning the
country's tax regulations with the OECD GloBE rules and the
EU Global Minimum Tax Directive. The regulation introduces
the Income Inclusion Rule (ITR) applicable from fiscal years
starting January 1, 2024, and the Undertaxed Profits Rule
(UTPR), effective from January 1, 2025.

North Macedonia introduced a qualified domestic minimum
top-up tax (QDMTT) in line with the OECD’s Pillar Two global
minimum tax rules to ensure a minimum effective tax rate of
15% for in-scope Multinational Enterprises (MNEs). The
QDMTT generally applies from the fiscal year 2024 for
resident MNEs of groups with annual consolidated revenue of
at least EUR 750m in at least two of the preceding four fiscal
years. Initial reporting is required within 18 months for the
transitional period following the end of the fiscal year.
Subsequent reporting is required within 15 months following
the end of the fiscal year.

For more information see our PwC Alert.

PwC observation:

Considering the low corporate income tax rate (CIT) of
10% in North Macedonia, the tax exemption for
companies in the Technological-Industrial
Development Zones (TIDZ) exemption, as well as other
individual state aid measures related to CIT, the global
minimum tax rules should affect Macedonian
companies which are members of larger MNEs. The tax
savings realized from the business operations in
Macedonia would not have an effect at the
Multinational group level anymore, because the tax
that is saved locally in North Macedonia, would be paid
in the country of the parent company until it reaches
15%.

MNEs that are present in North Macedonia and qualify
for global minimum tax should analyse its tax
consequences at the local level to determine the
effective tax rate. In the analysis, MNEs should take
into account potentially applicable exemptions from
the global minimum tax, such as the tax exemption for
local companies with low income and profit (de
minimis exclusion), and the tax exemption for the part
of the profit of the local company that results from
performing essential economic activities in the country
(substance-based carve-out).

15


https://www.pwc.com/mk/en/news/pilar-tax-alert.html
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Poland

Planned changes regarding the withholding tax exemption for Investment Funds

The Polish Government has presented a draft of planned
changes to corporate income tax (CIT) law. These
changes involve investment funds.

In Poland, regulated investment funds (e.g. UCITS or
ATFM managed funds based in the EU) may benefit
from a tax exemption (subject to meeting certain
conditions). While the exemption in question is formally
directed at investment funds based in the EU or the
European Economic Area (EEA), it was a common
practice that third country comparable funds (such as
US based Regulated Investment Companies) could also
claim it (although the rules formally did not allow for it).

Until recently there were no plans to amend the
exemption in question, so that it also formally covers
third country funds. Consequently, for the time being
the applicable rules remain in breach of EU treaties (as
the free movement of capital principle precludes
discrimination of third country comparable entities).

In addition to the above, to claim the exemption the
fund in question must be “managed by entities that
operate under the authorization of the competent
financial market supervisory authorities of the country
in which these entities are based”. The condition in
question was highly contested as it effectively eliminated
so-called self-managed funds from the exemption
resulting in withholding tax exposure for such entities in
Poland.

Further to general rules provided by the Polish Tax
Ordinance, taxes withheld tax in Poland in breach of EU
law or in cases where the Constitutional Tribunal or the
Court of Justice of the European Union (CJEU) issued a
verdict stating such breach, should be refunded with late
payment interest (which are currently set at 13% per
annum, but in recent years were varying between 8% -
16,5%). Note that certain limitations and restrictions
may still apply.

Note that on 26 June 2025, the Ministry of Finance in
Poland published a draft amendment to the CIT Law
covering rules regarding taxation of investment funds.
The planned amendment intends to remove
discriminatory tax treatment of:

a) Non EU/EEA based investment funds and

b) Self-managed funds — in this respect the
amendment recalls a recent judgment of CJEU in
case C-18/23

The amendment will also make the exemption
applicable subject to anti-abuse provisions and having
an exchange of information agreement in place with the
country of the given fund’s seat. The amendment will
not end the discriminatory treatment of non-EU/EEA
based pension funds (such as US-based ERISA funds).

PwC observation:

The planned changes are significant from the
perspective of potential refund proceedings covering
withholding tax by self-managed funds and non-
EU/EEA based investment funds. In case the
amendment is passed, it will remove the possibility of
claiming late payment of interest in future cases. On the
plus side, once it is pass ed, it should make refund
proceedings for such funds more straight forward. In
any case, focus bank type refund claims are currently
available in Poland and foreign investment and pension
funds (subject to meeting comparability analysis
criteria) are entitled to refund of tax unduly withheld.
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Singapore

Proposed changes to income tax legislation

The Ministry of Finance (MOF) published a draft Finance
(Income Taxes) Bill 2025 (the draft Bill) which proposes
amendments to the Income Tax Act 1947 (ITA) and the
Multinational Enterprise (Minimum Tax) Act 2024 (MMTA)
for public consultation exercise from 18 June 2025 to 11 July
2025.

The draft amendments to the ITA include those arising from
the 2025 Budget Statement as well as from the MOF’s
periodic review of Singapore’s income tax system. Proposed
changes to the MMTA clarify various definitions and rules in
the MMTA, provide regulation-making powers required for

the smooth operation of the law, and other editorial changes.

PwC observation:

Although the MOF has stated that the proposed
legislation may not be enacted as final law and
should not be used for individual or business
decisions, taxpayers who may be affected by the
proposals may nonetheless wish to consider the
potential implications and make relevant
preparations. Businesses and individuals should also
assess and plan for opportunities to make the most
of enhancements to current tax treatments.
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Vietnam
Corporate income tax changes in Vietnam

The National Assembly has just ratified a new Law on Corporate

Income Tax (CIT). The new CIT Law shall take effect from 1 PwC observation:
October 2025 and will apply for the tax year 2025 onwards. Some _ -
of the notable changes under this new law include: Businesses operating in Vietnam

should start analyzing the financial
and administrative impact of these
new rules on their organization.

. Tax rates - The standard CIT rate remains 20%. However,
new tiered rates are introduced for smaller enterprises: 15%
for annual revenue up to VND 3 billion and 17% for revenue
between VND 3 billion and VND 50 billion. Importantly,
these reduced rates do not apply to SME:s affiliated with
larger enterprises that do not themselves qualify as SMEs.
Deemed CIT rates apply to small enterprises, cooperatives
with identifiable revenue but unclear costs, and foreign
companies having Vietnam-sourced income. Specific
deemed rates will be outlined in a forthcoming decree.

. International tax alignment - The new CIT law
recognises international tax developments by allowing the
government to implement more favourable OECD/UN
regulations regarding taxing rights on income sourced in
Vietnam.

. Timing of declaration of income from overseas
investment - The new CIT Law reverts to taxing overseas
income when earned, not upon remittance as under
previous law. Vietnamese companies are allowed to credit
CIT paid overseas.

For more information see our PwC Alert.
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Australia

ATO draft guidance on public country-by-country reporting exemptions

The Australian Taxation Office (ATO) has released draft
guidance (PS LA 2025/D1) outlining its proposed approach to
granting exemptions from the new public country-by-country
(CBC) reporting obligations. Australia’s public CBC reporting
regime, commencing for reporting periods starting on or after
1 July 2024, requires certain large multinational groups to
publicly disclose selected tax and financial information for
Australia, specified countries, and the rest of their global
operations. Since full or partial exemptions are not automatic,
the ATO’s draft guidance provides clarity on the principles
guiding the Commissioner of Taxation’s discretion to provide
an exemption from the reporting obligation and the process
for applying for it.

The draft guidance sets out a range of factors that will be
considered by ATO staff in assessing applications for
exemption and whether or not it will be granted. The
discretion is intended to be exercised only in exceptional
circumstances.

Affected CBC reporting parent entities should also consider
registering with the ATO as this is intended to enable efficient
processing and handling of related requests, including
exemption applications. For further information refer to this
Tax Alert.

PwC observation:

Multinational groups subject to Australia's public
CBC regime should review their operations and
assess whether exceptional circumstances may apply
that might warrant an exemption. Where an entity
has an exemption from a similar public CBC regime
in another jurisdiction, this does not guarantee an
exemption will be granted in Australia. Exemptions
will be rare and require strong, specific justification
supported by evidence. Early engagement with the
ATO and carefully prepared documentation will be
key.
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Australia

ATO draft guidance on Pillar Two lodgment obligations, penalties and rulings

The ATO has released draft Practical Compliance
Guideline PCG 2025/D3, outlining its transitional
approach to the enforcement of penalties in relation to
lodgment obligations arising under Australia’s Pillar
Two rules. The ATO’s draft guidance provides clarity on
what is expected of affected taxpayers during the initial
years of implementation, including how penalties will be
applied and when relief may be available. The draft
guidance also summarizes the required forms and
notifications that will be due to the ATO for in-scope
MNE Groups.

The ATO will not be providing a blanket penalty
concession to all MNE Groups during the transition
period covering fiscal years commencing on or before 31
December 2026 and ending on or before 30 June 2028.
However, the ATO will generally remit penalties in full
where taxpayers can demonstrate they have acted in
good faith and taken reasonable measures to understand
and comply with their obligations. For further
information refer to this Tax Alert.

PwC observation:

With the first Pillar Two lodgment obligations in
Australia due in less than 12 months (by 30 June
2026), the ATO’s timely guidance provides welcome
clarity and a pragmatic compliance approach for MNE
groups currently navigating the new global and
domestic minimum tax rules.

During the initial transition period, the ATO will focus
on education, support, and penalty relief for groups
that act in good faith and take reasonable steps to
comply. However, the onus is on taxpayers to
demonstrate their efforts and engage proactively with
the ATO if issues arise. MNE groups should review
their systems, processes, and governance frameworks
now to ensure they are well positioned to meet their
obligations and to benefit from the ATO’s transitional
compliance approach, as well as implementing a
workplan to ensure they are able to meet the ATO’s
increased expectations of taxpayers over time.
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Bahrain

Recent Pillar Two Developments in Bahrain

The National Bureau for Revenue (NBR) has published
the Advance Payment Manual on 2 July 2025. The
manual provides a clear overview of the Domestic
Minimum Top Tax (DMTT) advance payment process
and provides step-by-step guidance to help taxpayers
navigate the NBR online portal and accurately complete
the required forms.

Advance payment obligations in Bahrain

The Filing Constituent Entity (CE) of a Multinational
Enterprise (MNE) Group in Bahrain is responsible for
settling its DMTT liability through quarterly advance
payments over the course of the year. However, the
administrative manual clarifies that MNE Groups
electing to apply specific DMTT relief measures, such as
the transitional Country-by-Country Reporting (CbCR)
safe harbour, the de minimis exclusion, or the initial
phase of international activity exclusion, are not
required to declare or remit advance payments as the
DMTT liability is deemed to be NIL.

Should the circumstances change such that the MNE
Group no longer qualifies for the previously selected
DMTT relief, and the Filing CE opts to settle its DMTT
liability, it must update its registration details to remove
the DMTT relief previously selected.

For more information see our PwC Alert.

PwC observation:

To comply with the DMTT Law and its Executive
Regulations, an MNE Group needs to plan for both
quarterly and year-end compliance requirements. It is
important to reassess the application of any DMTT
relief measures, such as safe harbours or exclusions,
on a periodic basis to ensure continued eligibility.
Where an MNE Group no longer qualifies for a relief, it
must update its registration details accordingly and
ensure compliance with the advance payments
obligations, payment services, using the reference
number generated upon submission of the payment
form.
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Honduras

New verification framework targets tax exempt entities under special regimes

Honduras enacted Agreement No. 143-2025,
which establishes a new regulatory framework for
the control, verification, and potential
cancellation of tax exemptions granted under
both general and special regimes including Free
Zones (ZOLI), Tourism Zones (ZOLITUR), and
the Temporary Import Regime (RIT).

Under article 2, the regulation explicitly applies
to all acts and transactions benefiting from tax
exemptions, and mandates supervision over data
registered in the PAMEH platform (the official
electronic registry of tax-exempt beneficiaries
managed by the Ministry of Finance). Article 4
further clarifies that both individuals and legal
entities receiving benefits under general or
special tax laws fall within the scope of this
regulation.

Key elements of the framework include:

Inter-agency coordination between SEFIN
(central government agency responsible for
managing public finances), the Tax
Administration (SAR) and the Customs
Authority.

. Use of automated alerts to detect

inconsistencies in the use of tax exemptions.

. The possibility of onsite inspections, the
issuance of technical audit reports, and the
suspension or cancellation of benefits in
cases of non-compliance.

This regulatory development reflects Honduras's
intent to modernize oversight of tax incentives
and align with OECD BEPS standards
particularly those related to transparency and
substance in preferential regimes.

PwC observation:

Companies operating under ZOLI, ZOLITUR, or similar
regimes should take proactive steps to validate their continued
compliance with exemption requirements. This includes
ensuring that all data reported in PAMEH is accurate and up
to date, and that operational activities align with the substance
expectations tied to the original granting of benefits.

Periodic internal reviews and coordination with legal and tax
teams may reduce exposure to suspension risks or challenges
during audits carried out by SEFIN, SAR, or Customs.
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Kuwait

Recent Pillar Two Developments in Kuwait

The Ministry of Finance (MoF) published the “Executive
Regulations” for the Domestic Minimum Top-Up Tax (DMTT)
for Multinational Enterprises (MNESs) under Ministerial
Resolution No. (55) of 2025 on 30 June 2025. The Executive
Regulations supplement the DMTT Law (Decree by Law No.
157) released on 30 December 2024. As a general overview,
the DMTT Law applies a 15% tax to Kuwait profits of MNEs
with global consolidated revenues of at least EUR 750 million
in at least two of the previous four fiscal years. This includes
MNEs headquartered in Kuwait as well as foreign MNEs with
operations in Kuwait. However, the DMTT Law does not apply
to local businesses with operations limited to Kuwait or that
do not meet the revenue test. The DMTT Law is effective from
1January 2025.

As anticipated, the Executive Regulations are largely in line
with the GloBE Model Rules. For entities already in-scope, the
DMTT Law requires that within a period of nine months from
the law’s effective date (i.e. until 30 September 2025), in-
scope entities must register with the tax administration
without incurring administrative penalties.

Further, for entities not in-scope on 1 January 2025, the
DMTT Law alongside Article 75 of the Executive Regulations
requires such entities to register within 120 days from the
date they become subject to tax (DMTT).

For more information see our Tax Alert.

PwC observation:

The combination of the DMTT Law and the
Executive Regulations clearly shows an express
intent of the Kuwait Government and the MoF to
implement a DMTT Law in accordance with the
GloBE Model Rules. The rules incorporate the
current elements of the Commentary and
Administrative Guidance, whilst also providing
mechanisms to update areas where further
Administrative Guidance is issued. There are a few
areas of additional detail that are included in the
DMTT Law but not included in the GloBE Model
Rules. However, these largely relate to the fact that
the DMTT Law is the primary income tax regime in
Kuwait. Therefore, such elements are necessary to
ensure that the DMTT functions correctly.
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Poland
Ministry
withholding tax

The Ministry of Finance in Poland published
the final version of the explanations
concerning the application of the beneficial
owner clause in the context of withholding
tax (WHT) on 9 July 2025. The document is
particularly important for entities making
and receiving payments subject to WHT,
because according to the Tax Ordinance,
compliance by the taxpayer or payer with the
tax explanations grants special protection.

The explanations specify the understanding
of the status of the beneficial owner as a
condition for applying preferences in WHT.
They refer to three criteria from the CIT Act,
which must be met for an entity to be
recognized as a beneficial owner, namely:

. receiving payments for one's own
benefit,

. no obligation to transfer all or part of
the payments to another entity,

. conducting actual business activity.

The explanations indicate that the first two prerequisites
should be considered together and understood as the
necessity for the recipient to have economic control over a
given payment. They also describe example situations that
may raise doubts regarding the recipient's possession of
such economic control, e.g., realizing small margins,
transferring received payments to another entity in a short
period, or the lack of risk associated with the activity.
Regarding the requirement of conducting genuine business
activity, the explanations indicate that an entity that does
not possess its own resources enabling it to conduct such
activity cannot meet this condition. In this context,
according to the explanations, economic control over a
given payment should be examined considering the actual
capacity to exercise such control (including human,
informational, or infrastructural resources).

The requirement of the beneficial owner applies according
to the explanations only to passive payments. This means
that in the case of intangible services (e.g., advertising or
consulting services), the payer is not obligated to verify the
condition of the beneficial owner. At the same time the
beneficial owner condition must apply both to participation
exemptions as well as to preferences resulting from a tax
treaty, regardless of whether the relevant provisions
literally indicate such a condition.

of Finance Explanations regarding the application of the beneficial owner clause in the context of

PwC observation:

The explanations take a rather strict approach to the scope
of the remitter's duties when making payments to related
entities. In regards to shared substance, the explanations
indicate the possibility of considering resources made
available by other companies in the group when assessing
whether the payment recipient possesses the required
asset-personnel substrate. The explanations also allow for
the application of the so-called look-through concept to
some extent, emphasizing that its application is not an
obligation for the payer or the tax authority (we
understand this as its application occurs at the request of
the party).

34



g =]=|

Judicial

GIPES



TR
RBITR SR (FTA) BERIS B R 1ERUIXRE

ABERBRBAEMNG L —XSEBRIVABEF AT - B

2 A E ) B BB AR @ AR TR - Ll

| 3R /NF] A SIHIE =xh4m a o . . .
;ﬁAﬁ FZU‘ Ry F|/</£ L\j%%%” 7¥(}].;:Tj(§gb}7k$u'ﬂifé E %,%EEE?EE/\J'%;E—F s ;i@aﬁgﬁ{%gﬁj{ﬁg*z
! W E SR RIS - 5 FTA HIb B
FTA RS  BRNSMIBEAESS - B Tmefms  FoORERS -
B8 - TFBI BT ASMFREEAE -

REESTHARR BT EBRIFANERERALLAT
AR FERGEENEEE - FTALERERBMLEHZE
& ¢ BB EM AT ZEER -

36



France

French tax authorities ruling on recurring losses

The French tax authorities (FTA) reassessed a structurally
loss-making French subsidiary on the basis of an indirect
transfer of profits to the Italian head of the group. FTA
considered that the French company incurred significant
prospecting and promotional expenses for the benefit of the

group.

FTA argued that the net margin achieved by the French
company was negative due to very high external charges,
whereas comparable independent companies had achieved
positive net margins over the same period.

The French Administrative Supreme Court ruled that the
recurring losses or net margins lower than those of
comparable companies are insufficient to demonstrate the
existence of a transfer of profits and that the FTA should have
demonstrated, in particular, which expenses had been
incurred in the sole interest of the other companies in the
group.

PwC observation:

In the case of recurring losses, French companies
should prepare robust TP documentation to support
their position as this topic is increasingly under
scrutiny from the FTA.
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France
Court decision provides details on the taxation of hidden permanent establishments

In a ruling dated 4 June 2025, the Paris Administrative Court PwC observation:

of Appeal upheld the taxation in France of a company

incorporated in Hong Kong. Although domiciled abroad, the This court decision illustrates the increasing scrutiny
company was in fact operating from France, thereby exercised by French tax authorities on the activities
constituting a hidden permanent establishment. of foreign groups in France and the issue of

permanent establishments.
The French tax authorities exercised their full investigative

powers, conducting a search in the premises of the French
subsidiary of the group, seizing documents and requesting
international administrative assistance. These actions
revealed that the activity of the Hong Kong company was
carried out in France by local staff, with accounting and
decision-making functions based in Paris, and the use of
French infrastructure.
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In the absence of any tax filings, the activity was deemed
hidden, justifying the application of the extended 10-year
statute of limitations. This classification may also lead to the
application of an 80% penalty and, where such penalty is
applied on reassessments that trigger a tax liability over
€100,000, referral of the case to the public prosecutor.
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Singapore

Income Tax Board of Review decision on the general anti-avoidance rules

A recent Board of Review case GIS and others v The
Comptroller of Income Tax [2025] SGITBR 3 deals with the
application of Singapore’s general anti-avoidance rules. This
case involves three individuals who corporatised their joint
medical practice by providing their specialist medical services
through a series of companies they jointly and individually
owned and controlled. The arrangement resulted in
significant tax savings arising from the tax rate differential
between corporates and individuals, the tax exemption for
Singapore dividends and certain tax exemptions for start-ups
and small and medium-sized enterprises.

The Comptroller of Income Tax took the view that the
arrangement had been entered into with tax avoidance as one
of its main purposes and invoked the general anti-avoidance
rule in section 33 of the Income Tax Act 1947. He imposed
additional taxes and significant penalties against which the
taxpayers appealed. The Board of Review dismissed the
taxpayers’ appeal.

PwC observation:

This decision adds to a small but growing body of
judicial precedence on the general anti-avoidance
rules. Note that an earlier Court of Appeal judgment
set the bar relatively low for the Comptroller of
Income Tax to invoke the general anti-avoidance
rules. An arrangement, even one which the taxpayer
can prove was entered into for bona fide commercial
reasons, can fall foul of the anti-avoidance rules as
long as tax reduction or avoidance is one of the main
purposes of the arrangement. Since then, the
Singapore tax authorities have shown a stronger
inclination for invoking the general anti-avoidance
rules.

41



g =]=|

OECD/EU

E

ARG RH A/ BR B2




B
RENEGAH TEEER, BE

7816 H - IEE#MZEE (European Commission) &4 —
IE4BEEE o JEEAITHY 2028 £ & 2034 FNZFHIRIE
28 (MultiAnnual Financial Framework, MFF) 122 - %
RECREERRENBEEER  URHE—IEBEER
BIBIEE (B3 E R (CORE) - MFF EZRIB—IBR KM ILE
ERESERBTERMENEZE —HER -

B — IO ENFNR MFF #85RIRT 2 S8BT (BREE 2028 £
2034 FHIBRFIIBEIRBIAR 1.26%) - ZIEREER
BEBERAERPRERS - stER—8n @RI —EHH
4,090 BREATTHERBERF HEE - LIREEEEI (U
Letta A Draghi 3R SPF2&M) - EHE TP - FEL
1,310 BEATTAR B ~ ZEMAEALNRE -

B (B HMRERHES  BMBNEZREEXN

BENBEER WU —IREEIMIBEEEIR - Bl CORE -

HIEBAEIR (2028-2034 FEAERENR) R EFELE KR
BN EFEMREWEFIRER - UKERER G KRAE
FAERNA—HNREEENRETHONABEHERBERER
(Tobacco Excise Duty Own Resource - TEDOR) -

ZOREEL /T TRERERRRNBIAR -

BIEBERBIN R ZEE % (ETS) HEWARNERD
tE - DURIRBIXE R A S (CBAM) HEL
WEEHEMNERWER - ZRFEEM

BANBAER  AINRSLEBERURER

58 EE B Bl (R B RV R L R SR R A R B AN
x -

BEER R

BEEENE  BRENZECEERIIAR

=X BMEBAIRFR (DST) - KBYLZRE -

WERREEEZENNWIMNBEANMNEAREI
EMBERENRER - ZRENE FEER
REEAH KRR AT EHIRAVREZ °

43



European Union

European Commission unveils ‘own resources’ proposals

On 16 July the European Commission (Commission)
presented the proposal for a EUR 2 trillion MultiAnnual
Financial Framework (MFF) for 2028 to 2034. The proposal
includes expanding existing own resources and a new own
resource, CORE (Corporate Resource for Europe). The MFF
needs to be adopted under a special legislative procedure
which requires unanimity in the Council.

The ambitious MFF amounts to almost EUR 2 trillion (or
1.26% of the EU's gross national income on average between
2028 and 2034). This framework is described as being aimed
at equipping Europe with a long-term investment budget. Part
of the plan is to create a new European Competitiveness Fund
of EUR 409 billion, to invest in strategic technologies as
recommended in the Letta and Draghi Reports. In this new
fund, EUR 131 billion will be allocated to support investment
in defence, security and space.

In order to (partly) fund the new budget, the Commission
proposes to expand existing own resources and to create an
additional own resource, CORE.

Additional new own resources (Factsheet own resources
2028-2034) would include an e-waste charge on uncollected
electronics and a Tobacco Excise Duty Own Resource (TEDOR)
tied to harmonised minimum excise rates on manufactured
tobacco and tobacco-related products.

The package also revises aspects of previous own
resources proposals, including the percentage of
auction revenues from the EU Emissions Trading
System (ETS), and an updated call rate on
imported carbon-intensive goods under the
Carbon Border Adjustment Mechanism (CBAM).
The proposal also updates current own resources,
such as increasing the plastics packaging waste
charge and adjusting certain commerce duties
retained by Member States to cover collection
costs.

For more information see our Tax Policy Alert.

PwC observation:

Notably, the Commission has chosen not to
introduce a bloc-wide digital services tax (DST).
After initial consideration, and in light of
intensifying US trade pressure and Canada’s
recent DST repeal announcement, the proposal
abandons a Europe-wide levy on large
technology companies.
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European Union
Belgian Constitutional Court refers case to CJEU on validity of EU Global Minimum Tax UTPR provisions

The Belgian Constitutional Court issued a decision on 17 July
2025 regarding the constitutionality of Articles 35 and 36 of
the Belgian Act of 19 December 2023. These articles
implement the Undertaxed Profits Rule (UTPR) as part of
Belgium’s transposition of the EU’s Global Minimum Tax
directive. In line with the directive, the UTPR would be
imposed on the Belgian entity of a group if the top-up tax
were not (fully) imposed under a QDMTT or IIR. The Court
did not rule on the merits of the constitutional challenge, but
has instead referred the question of the validity of the UTPR
provisions under the directive to the Court of Justice of the
European Union (CJEU).

It will still take some months for the CJEU to decide on this
case. However, if the CJEU determines that the UTPR
provisions in the EU Global Minimum Tax directive are not
compatible with the EU Fundamental Freedoms, the EU
Charter, the principle of legal certainty or fiscal territoriality,
then this would impact the UTPR of EU Member States.
Furthermore, this could have broader implications for Pillar
Two globally with the impact on the operation of the UTPR as
a backstop to Pillar Two.

The possibility that the UTPR could be invalidated EU-wide
may also impact the political discourse on the Global
Minimum Tax and will likely feed into the ongoing discussion
with respect to the recent G7 agreement as well.

PwC observation:

The referral to the CJEU means that we will probably
not have a final decision from the CJEU on this
matter for 12-24 months. However, there could be an
outcome to this case prior to the date when the first
UTPR filings are due. In the meantime, businesses
will need to continue to progress with compliance
with the EU Global Minimum Tax directive as it
stands.

For more information see our Tax Policy Alert.
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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

EU Council Directive 2018/822/EU on cross-border tax

DAC6 SBT same business test
arrangements

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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