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Africa
Tax policy trends in Africa

Tax policy in various African jurisdictions is undergoing
significant change as these countries grapple with the
need to boost domestic revenue amidst socio-economic
challenges. With the rise of the digital economy, African
Governments are strategizing to effectively tax digital
services. At the same time, making tax spending more
efficient is key to improving how the government
manages its finances.

The evolving African tax policy landscape could, on the
one hand, lead to a higher tax burden for companies as
countries increase or introduce new taxes. On the other
hand, African countries will continue providing tax
incentives to attract (foreign direct) investment.

For more information see our Tax Policy Alert.

PwC observation:

As Africa navigates the challenges and opportunities
of a globalized and digital economy, it is essential
that tax policies evolve in tandem with these changes.
By continuously aligning tax systems with the
shifting economic landscape, African nations can
ensure their fiscal frameworks remain relevant and
effective. Africa’s evolving tax policies reflect both a
response to global shifts and an assertion of
economic agency. As these policies are refined, the
collaborative efforts of governments, regional bodies
and international organizations will be crucial in
ensuring that Africa’s tax systems are equitable,
efficient and fit for purpose.
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Luxembourg

Luxembourg draft Pillar Two law implements automatic exchange of GloBE Information Returns and OECD

guidance

The Luxembourg government, on 24 July 2025,
submitted Bill of Law No. 8591 to parliament.
The Bill of Law would amend the Luxembourg
Pillar Two law to incorporate the latest guidance
issued by the OECD/G20 Inclusive Framework
and implement EU Directive 2025/872 (DAC9)
on the automatic exchange of GIoBE Information
Returns (GIRs).

The proposed amendments to the Luxembourg
Pillar Two Law aim to align Luxembourg’s
domestic legislation with the OECD/G20
Inclusive Framework and EU DAC9. The content
of the exchange would follow the OECD model,
whereby the Luxembourg GIR is split into a
general section and a jurisdictional section. The
jurisdictional section would only be shared with
jurisdictions that have taxing rights over the
relevant entities and that have implemented
Pillar Two rules. This approach balances
international cooperation with data
confidentiality, reinforcing Luxembourg’s
commitment to global tax standards while
protecting sensitive corporate information.

To ensure timely compliance, Luxembourg
entities that form part of a group with a financial
year that follows the calendar year and that are in
scope of the Pillar Two rules as from 1 January
2024 would need to register and file GIRs by 30
June 2026. The GIR is in principle due by every
Luxembourg constituent entity or joint venture
entity. The Luxembourg Pillar Two law allows for
centralized filing by a designated Luxembourg
entity or, under certain conditions, by a foreign
parent entity. In Luxembourg, such election is
expected to be made through the Pillar Two
registration (or subsequent notifications),
required for all Luxembourg entities that are
subject to the Pillar Two Law.

The Bill of Law would also incorporate the OECD
administrative guidance issued in January 2025.
Those changes relate to how certain deferred tax
assets should be treated when groups first
become subject to the Pillar Two rules.

For more information see our PwC Insight.

PwC observation:

Bill of Law n°8591 introduces a framework for the automatic
exchange of the GIR with EU and other jurisdictions and
aligns Luxembourg’s Pillar Two implementation with the
latest OECD and EU standards.

Taxpayers should assess the relevant provisions with respect
to local and group reporting requirements to optimize their tax
compliance strategy. Groups could designate a group filing
entity for the GIR.
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Puerto Rico

Puerto Rico tax amendments impact entity classification rules, tax incentives, and information reporting

Between April and July 2025, the Puerto Rico legislature
approved various tax laws that collectively reshape critical
areas of the Puerto Rico Internal Revenue Code of 2011, the
Puerto Rico Incentives Code of 2019, and the Puerto Rico
Municipal Code of 2020, as amended. Key changes include
updates to entity classification rules, new elective tax
treatments, revised tax reporting requirements, expanded
eligibility for the cash method of accounting, and targeted
incentives for strategic sectors such as agriculture.

These amendments aim to reduce administrative burdens,
better align Puerto Rico’s tax framework with US federal tax
practice, and drive economic growth by enhancing regulatory
clarity and simplifying compliance.

For more information see our PwC Insight.

PwC observation:

Taxpayers should consider how these new provisions
may affect their operations, compliance and tax
planning in Puerto Rico, including any entity-
classification elections and determinations of
whether they are engaged in a trade or business in
Puerto Rico. Taxpayers should review how the
changes could influence their accounting processes,
filing requirements and overall tax structure.
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Uruguay

Updates on Uruguayan QMDTT

In line with recent government
announcements and emerging information,
the Uruguayan Executive Branch is expected
to submit the Five-Year Budget Bill to
Parliament later this month. The bill will
include provisions for the introduction of a
Qualified Domestic Minimum Top-up Tax
(QDMTT) aligned with OECD standards. It
will also empower the Executive to grant tax
credits following the GloBE Model Rules and
to redesign existing tax incentives to ensure
they comply with the new international
framework.

According to the OECD, by the end of 2025,
90% of companies belonging to
Multinational Groups (MNGSs) reporting
consolidated revenues of more than 750
million Euros are expected to be subject to
the Global Minimum Tax (GMT), at an
effective income tax rate of 15%. This
forecast was based on the fact that in
addition to the 27 members of the European
Union, 17 other countries had adopted the
Income Inclusion Rule (11R), and more than
30 had incorporated the Undertaxed Profits
Rule (UTPR) into their domestic legislation.
Likewise, more than 50 (of the 140 members
of the Inclusive Framework supporting this
system) had approved a QDMTT.

PwC observation:

While many details remain uncertain and the draft bill has not
yet been published, these developments signal Uruguay’s
intention to adapt its tax system to the new international
landscape.

If we consider parent companies of MNCs that have already
implemented the GMT—such as, for example, European or
Japanese companies—and have subsidiaries enjoying tax
benefits in Uruguay, a Uruguayan QDMTT would prevent the
country of these ultimate parent companies (or possibly another
intermediary involved in the MNC structure) from collecting the
minimum tax. In other words, the absence of a tax of this nature
in Uruguay (as is currently the case) could lead those foreign tax
authorities to collect from the MNC the tax that Uruguay
sovereignly has decided to forgo (by granting tax benefits in
pursuit of attracting investments to the country).

A dual challenge exists: preserving investment attraction
while at the same time preventing revenue from ending up
abroad. However, this presumes a condition that does not
necessarily always holds true: that investments would arrive or
remain in Uruguay if tax benefits do not exist. Economically
speaking, this occurs only for investments that are elastic with
respect to the tax variable. Those who value other attributes for
investment, certainly weigh factors beyond tax exemptions.
Undoubtedly, this is not an easy dilemma to resolve and at least
implies the readjustment of incentives to the new standards.
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Australia

ATO draft guidance on cross-border payments for software

The Australian Taxation Office (ATO) has
released draft Practical Compliance Guideline
PCG 2025/D4 Low-risk payments relating to
software arrangements — ATO compliance
approach, outlining its compliance approach
to cross-border payments for software
arrangements and the associated risk of
royalty withholding tax. This guidance aims to
provide greater certainty for certain
businesses making payments to non-resident
software suppliers, clarifying when the ATO
will consider such payments to be low risk
and unlikely to attract ATO scrutiny for the
application of royalty withholding tax. For
further information refer to this Tax Alert.

PwC observation:

Taxpayers that may have cross-border payments for
software should review their current and planned software
arrangements in light of this guidance and ensure that for
those arrangements that fit within the low-risk zone, they
can substantiate their risk assessment. By self-assessing
their software arrangements against the white and green
zone criteria, taxpayers can gain confidence that their low-
risk arrangements will not be subject to further ATO review,
provided they maintain appropriate documentation and
there are no material changes to their arrangements.

Of further interest is that the ATO continues to review its
draft position in relation to software and royalties, and this
will now be informed by a recent High Court decision where
it was held by majority that none of the taxpayers were
liable to pay royalty withholding tax or diverted profits tax
(DPT). In this matter, the majority of the Court concluded
that although a licence for Intellectual Property was a
significant part of the architecture of a separate commercial
agreement, the Commissioner's contention that the
payments in question that were made for a tangible product
under another agreement were in part ‘consideration for’
the right to use the Intellectual Property was rejected.
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India
Receipts from cloud-computing services are not taxable as ‘royalty’ or ‘FIS’

The Delhi High Court (ITA 150/2025 & CM APPL.
29405/2025) held that receipts from cloud-computing
services are not taxable as fees for included services
(FIS) as they do not satisfy the ‘make available’ clause

PwC observation:

The Delhi High Court’s decision is a positive
development for the cloud service industry. This

under Article 12(4)(b) of the India-US tax treaty. decision is consistent with the previous order issued

Moreover, the receipts are also not taxable as ‘royalties’ by the Delhi High Court for similar services. The

under the provisions of Article 12(3) of the tax treaty. court has once again provided clarity on the
taxability of cloud services, confirming that

For more information see our PwC Alert. payments for such services are not subject to tax as

FIS or royalty.
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India

Conversion of company into a LLP is a taxable transfer unless exemption applies

The Mumbai bench of the Tribunal (ITA No.457/Mum/2025)
ruled on the taxability of the conversion of a private limited
company into a Limited Liability Partnership (LLP) under the
Income-tax Act, 1961 (the Act), specifically regarding the
applicability of the capital gains tax, exemption, and
withdrawal of the exemption under sections 45, 47(xiiib), and
47A(4) of the Act, respectively.

The Tribunal concluded that the conversion of a company into
an LLP constitutes a ‘transfer’ under section 2(47) of the Act,
and if the conditions of section 47(xiiib) of the Act are not
satisfied (as in this case, where the asset threshold was
exceeded), exemption from capital gains will not be available.

However, the Tribunal also concluded that, since the assets
were transferred at book value and the cost of acquisition was
also the book value, the computation of capital gains results in
‘nil’ capital gains, and consequently, there should be no tax
liability.

PwC observation:

The Tribunal reconfirmed its earlier ruling that the
conversion of a company into an LLP will be a
transfer unless an exemption is claimed under
section 47(xiiib) of the Act upon satisfaction of
prescribed conditions. Note that in spite of the
conversion being treated as transfer, no capital gains
will arise, since the transfer took place at book value,
and the taxpayer was entitled to the cost of
acquisition.
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India
Sale of equity-oriented mutual funds is not ‘alienation of shares’ under the tax treaty

The taxpayer (ITA No. 1963/Del/2025), a foreign company,
earned capital gains in India from the sale of Equity-Oriented
Mutual Funds (EOMF) and filed its return of income,
claiming exemption under Article 13(4) of the India—

PwC observation:

The ruling by the Delhi bench of the Tribunal is a
positive development for mutual funds and other
Mauritius tax treaty. similar securities. The ruling is consistent with the
previous decision on similar securities. This ruling

The Tax Officer was of the view that, on sale of EOMF, the has once again provided clarity on the taxability of

taxpayer becomes the beneficiary of capital gains arising from units of mutual funds, confirming that their sale
the alienation of the underlying asset, i.e. shares. Accordingly, should be covered under the residual clause of the
the Tax Officer believed it would be covered under Article tax treaty.

13(3A) of the India—Mauritius tax treaty.

However, the Delhi bench of the Income-tax Appellate
Tribunal (Tribunal) concluded that the sale of EOMF is not
tantamount to ‘alienation of shares’, as the securities have
significant differences in terms of the rights of the investors
and nature of return. Thus, on strict interpretation under
Article 13(4) of the India—Mauritius tax treaty, such sale of
EOMF should be exempt.

For more information see our PwC Alert.
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Israel

District Court Rules in the Gotex Case on Beneficial Ownership

On 29 July 2025, the District Court issued a judgment
in the case of Gotex Swimwear Brands, Ltd. (the
‘Company’).

The main dispute between the Company and the Israeli
Tax Authority (ITA) was part of a withholding tax
assessment related to the Company's taxation at a 30%
rate on dividends distributed, even though such
dividends between two Israeli companies are generally
exempt from tax.

The ITA argued that the intercompany arrangements.
whereby the Company was sold by a Dutch company to
another Israeli company, included an artificial
transaction, and as such, the dividend distribution
should be considered as being from the Company to a
Dutch company (rather than a dividend between two
Israeli companies).

The ITA argued that the Dutch company was not the
beneficial owner of the dividend for the purposes of the
Israel-Netherlands tax treaty, and therefore the rate of
withholding tax on the dividend to the Dutch company
should be the domestic rate of 30%.

In this matter, the Court ruled in favor of the ITA
that there was an artificial transaction. However, the
Court determined that the Dutch company was the
beneficial owner of the dividend such that the 5%
withholding tax rate under the Israel-Netherlands
tax treaty applies.

The judgment dealt with additional issues that are
not addressed here.

Note that the ITA has the right to appeal the
decision of the District Court to the Supreme Court.

For more information see our PwC Tax Insight.

PwC observation:

The Gotex case marks the first time that an Israeli
Court has ruled on beneficial ownership in the context
of a tax treaty.

The ITA has historically taken a strict approach with
respect to the granting of tax treaty benefits in general,
and beneficial ownership in particular (in line with the
ITA Circular 22/2004 published in 2004). The ITA
approach has often been to scrutinize the overall
circumstances, including the substance in the receiving
entity. In many cases the ITA has challenged whether
intermediate holding companies are eligible for relief
under the applicable tax treaty.

As such, the decision of the District Court against the
ITA on beneficial ownership is a significant
development for foreign companies investing in Israel.
It remains to be seen whether the ITA will appeal the
decision to the Supreme Court.
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European Union

CJEU Rules IRAP Tax on Dividends to Italian Financial Intermediaries Infringes EU Law

The Court of Justice of the European Union
(CJEU), ruled in the Banca Mediolanum case
(Joined cases C-92/24 to C-94/24) on 1 August,
that Italy's regional tax on production activities
(‘IRAP tax’) on dividends received by Italian
financial intermediaries as parent companies
from subsidiaries in other Member States
violates the Parent Subsidiary Directive (PSD).

This judgment’s scope is broad, as it is not
limited to Italian financial intermediaries who
have received dividends subject to IRAP tax, but
extends to all parent companies in a Member
State that have been taxed on dividends within
the scope of the PSD through taxes other than
corporate income taxes. Therefore, these
companies might consider filing a refund claim
in their Member State.

The CJEU — disagreeing with the earlier position
taken by AG Kokott in her opinion on the case —
ruled that the PSD must be interpreted as aiming
to avoid double taxation of dividends to its
broadest extent and it therefore should also
cover the prohibition of taxing dividends by
more than 5% through IRAP tax.

According to the CJEU this is supported by these
main arguments:

» from aliteral point of view, Article 4(1)(a) of the PSD states that a
Member State applying the exemption system should not tax
dividends received by a parent company resident in that Member
State from its subsidiaries in other Member States for more than 5%
of that amount, without restricting this rule to any specific type of tax;

» from a contextual point of view, the list of corporate taxes contained
in Annex I, Part B - which do not mention IRAP tax - is relevant for
the identification of the subjective scope of the PSD only and it shall
not be interpreted as limiting the scope of the PSD for other means,
and

» from ateleological point of view, from recital 3 of the PSD and the
relevant CJEU case law on the matter, it shall be derived that the
PSD seeks to avoid double taxation of distributed profits ‘in
economic terms’. Therefore, the exemption provided in the PSD
applies with respect to any tax that, in the Member State of the
parent company’s residence, includes in its basis of assessment even
a part of those dividends, irrespective of the nature of the tax at issue.

On the basis of all the points above, the CJEU concluded, in this
particular case where a Member State used the exemption system for
the avoidance of double taxation, that the PSD should be interpreted to
prevent that Member State from imposing a tax on more than 5% of the
dividends received by a resident parent company from subsidiaries in
other Member States.

This applies even if the tax is not specifically a corporate income tax but
includes those dividends or part of them in its tax base.

PwC observation:

This judgment, although not the first on the
matter, is innovative to the extent made clear
that the scope of the PSD is to avoid double
taxation on dividends received by a parent
company regardless of the nature of the tax to
which such dividends are potentially subject.
Additionally, the principles outlined in the
present judgment might also apply to Member
States adopting the credit method for the
avoidance of double taxation under the PSD.

With specific reference to Italy, action is now
expected from the lawmaker in order to
comply with the CJEU judgment. Italian
financial intermediaries that are subject to
IRAP tax on dividends received in scope of the
PSD might consider filing refund claims for
the fiscal years not yet statute barred (i.e. from
IRAP 2022 first advance onwards, for
calendar-year taxpayers) and to evaluate
taking further appropriate actions in respect of
claims already filed in order to safeguard their
rights to the refund of the IRAP tax paid.
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Mexico

Mexican Supreme Court Issues Binding Precedents Reshaping Tax Refund Procedures

Recently, Mexico’s Supreme Court published two jurisprudences that affect how tax
authorities must handle refund requests. These decisions introduce stricter rules that
could cause companies to lose their right to recover overpaid taxes.

The Mexican Supreme Court issued binding precedents that materially alter how the
Mexican tax authorities (MTA) must conduct refund procedures. These criteria are
mandatory for tax courts in Mexico and will directly influence how the MTA processes
refund claims going forward.

In accordance with the aforementioned court precedent, taxpayers have only a single
opportunity to fully comply with the MTA's initial request for information in a refund
procedure. If that request is not completely satisfied, the MTA may not issue a follow-
up request and must close the file without a review on the merits. In such cases, the
refund application is deemed tacitly withdrawn due to non-compliance, meaning that
an incomplete response automatically terminates the request.

The Court also held that when the MTA denies a refund because of formal defects,
such as missing documents or signatures, and the taxpayer does not challenge that
decision through the appropriate legal avenues, the right to reapply is lost even if the
formal defects are later corrected.

The Court emphasized that unfavorable determinations must be contested in due time,
whether by administrative appeal or by a nullity lawsuit; failure to do so results in a
permanent waiver of the refund claim.

PwC observation:

While the rulings involve legal procedures, the main message is
simple: companies need to be more careful and strategic when
submitting refund requests or responding to tax authorities. These
holdings make completeness and timeliness in responding to the
MTA'’s initial information requests critical, and they eliminate the
notion that a formal denial can be treated as a re-startable process
absent a prompt challenge. Mexican taxpayers should also consider
the possibility that the MTA may attempt to apply these rules to prior
periods; proactive assessments can help identify exposure and frame
legal responses to any retroactive application.

In light of these developments, taxpayers should promptly review
pending and previously denied refund claims to confirm that
documentation is complete and that any adverse resolutions were
timely appealed; strengthen internal controls and response protocols
so teams can deliver a complete reply to the MTA’s initial request
within applicable deadlines; and evaluate open matters for dispute
readiness, including preservation of procedural rights and
development of legal strategies.
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OECD

Global Minimum Tax and International Investment Treaties: Risks & Opportunities

The Global Minimum Tax (GMT) rules forming part of Pillar Two consist of a set of
rules politically agreed by the OECD Inclusive Framework (IF) in 2021/2022 by more
than 140 countries. The rules aim to solve remaining BEPS issues and to set the floor
for tax competition at a country-specific minimum Effective Tax Rate (ETR) of 15%. As
of mid-2025, 55 jurisdictions have implemented the GMT wholly or partly. The GMT
rules in those jurisdictions alone bring into scope most of the global entities of large
multinational groups, thereby representing critical mass for the rules to take effect.

In many instances, the GMT might impact a business’s return on investment (ROI) in a
way that poses the risk of infringement of obligations of jurisdictions under
international investment agreements (11As) ratified by a majority of states globally.
Notably, the GMT may be at odds with investment protection standards, which could
prompt multinational groups to initiate arbitration under I1As against states, or, at
least, to negotiate with states to find alternative solutions.

This topic is currently very important, not least because of the US-G7 agreement to
pursue a ‘side-by-side’ approach between the GMT and the US tax rules, and the
Belgian Constitutional Court decision of 17 July 2025 which refers the Undertaxed
Profits Rule (UTPR) to the Court of Justice of the European Union. Both of these
developments may have an impact on the extent to which the GMT influences
(particularly US) multinationals’ ROI, and therefore the taxpayer’s legitimate
expectations under the relevant I1A.

For more information see our Tax Policy Alert.

PwC observation:

The interplay between the GMT and IlAs is significantly relevant for
multinational groups and states for (i) legal (certainty and protection) and (ii)
monetary reasons: (i) 11As (international law) override the GMT (domestic
law) in most jurisdictions. Even if constitutional law allows for treaty
override, customary international law (CIL) generally provides that the
domestic laws should respect these international obligations. Any conflict
between the GMT and I1As is open to cross border litigation or arbitration;
(i1) Tensions between the GMT and I1As may affect the investment climate of
states, discourage investors and increase the price of contemplated projects.
The most vulnerable are low-income developing countries insofar as the
GMT directly affects the rationale of special economic zones (most often
found in these countries) that provide tax holidays (0% ETR) for foreign
investors. Strategically managing these interactions can optimize investment
outcome, investment attractiveness, risk profile, reputational exposure and
compliance.
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Glossary

Acronym Definition

ATAD Anti-Tax Avoidance Directive

ATO Australian Tax Office

BEPS Base Erosion and Profit Shifting

CFC controlled foreign corporation

CIT corporate income tax

CTA Cyprus Tax Authority

DAC6 EU Council Directive 2018/822/EU on cross-border tax
arrangements

DST digital services tax

DTT double tax treaty

ETR effective tax rate

Acronym Definition

EU European Union

MNE Multinational enterprise
NID notionial interest deduction
OECD Organisation for Economic Co-operation and Development
PE permanent establishment
R&D Research & Development
SBT same business test

SiBT similar business test

VAT value added tax

WHT withholding tax
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