International Taxation Royalty And Fees For Technical
Services

Energy is a major global industry with rapid ongoing changes in areas such as carbon taxes,
emissions trading regimes, and the development of renewable energy. The cross-border
nature of the industry calls for the thorough, expert, and up-to-date analysis provided in this
timely and practical book. Taking a down-to-earth, problem-solving approach to policy and
practice in the field worldwide, the author focuses on the international tax framework, and the
tax regimes in leading energy producing and consuming countries. The book introduces and
analyses significant international tax issues related to energy production and distribution,
extending from the tax regime in the country where the oil, gas, or coal exploration and
production activities are located, through to cross-border transportation using pipelines,
tankers, and bulk carriers, to the taxation of power stations and electricity transmission and
distribution networks. The taxation issues covered include the following: — upstream oil and gas
and mining taxes; — incentives for renewable energy; — carbon taxes and emission trading
regimes; — dividend, interest, and royalty flows; — foreign tax credits; — permanent
establishments; — mergers and acquisitions; — taxation issues for derivatives and hedging; —
transfer pricing; — regional purchasing, marketing, service, and intangible property structures; —
free trade agreements and customs unions; — dispute resolution; and — tax administration and
risk management. Detailed updates are included on the most recent international tax
developments affecting the energy industry, including the OECD Action Plan on Base Erosion
and Profit Shifting (BEPS) and the 2017 OECD Transfer Pricing Guidelines. Case studies offer
an opportunity to apply international tax analysis to specific examples, and gain practice in
identifying and discussing relevant international taxation issues. This book will be of significant
value to corporate tax managers and in-house counsel, together with accountants, lawyers,
economists, government officials, and academics connected with the energy industry and
related international taxation issues.

This book contains a wealth of information and analysis relating to mineral royalties. Primary
information includes royalty legislation from over forty nations. Analysis is comprehensive and
addresses issues of importance to diverse stakeholders including government policymakers,
tax administrators, society, local communities and mining companies. Extensive footnotes and
citations provide a valuable resource for researchers.

Better designed and implemented fiscal regimes for oil, gas, and mining can make a
substantial contribution to the revenue needs of many developing countries while ensuring an
attractive return for investors, according to a new policy paper from the International Monetary
Fund. Revenues from extractive industries (EIs) have major macroeconomic implications. The
Els account for over half of government revenues in many petroleum-rich countries, and for
over 20 percent in mining countries. About one-third of IMF member countries find (or could
find) resource revenues “macro-critical” — especially with large numbers of recent new
discoveries and planned oil, gas, and mining developments. IMF policy advice and technical
assistance in the field has massively expanded in recent years — driven by demand from
member countries and supported by increased donor finance. The paper sets out the analytical
framework underpinning, and key elements of, the country-specific advice given. Also available
in French: Régimes fiscaux des industries extractives: conception et application Also available
in Spanish: Regimenes fiscales de las industrias extractivas: Disefio y aplicacion

Textbook from the year 2008 in the subject Economics / Business: Accounting and Taxes,
grade: keine, keine, 11 entries in the bibliography, language: English, abstract: A practical
compendium on the handling of German withholding taxes imposed on royalties and similar
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remuneration paid by licensees resident in Germany to foreign licensors (Section 50a (3) No. 3
German Income Tax Code). According to German tax law individuals who have neither
residency nor their usual abode in Germany and legal entities which are not effectively
managed or resident are liable to tax in Germany only with income generated from certain
types of business transaction as listed in section 49 Income Tax Code (ITC). In cross border
cases it is therefore in a first step always necessary to ascertain whether the planed
transaction will fall under one of the income categories listed in section 49 (1) No. 1,2,3,6 and 9
ITC. In most of these cases it is necessary that the rights will be exploited or used in Germany.
Germany is not allowed to levy any tax regardless of what is stipulated in any tax conventions
and the German licensee may not be held liable in case Germany has no entitlement to levy
any tax according to its domestic tax law. The same applies, where the foreign licensor can
proof that he is fully liable to tax in Germany. However, in case of doubt it is necessary that the
German licensee or the foreign licensor clarifies the taxation rights with the local tax office
responsible for the tax affairs of the licensee in Germany; the Central Federal Tax Office is not
responsible in such cases. Only in case the local tax office confirms that the foreign licensor is
not liable to tax in Germany with the concerned transaction the licensee may be allowed to
refrain from deducting any tax otherwise the expectation is always - also in case of doubt - that
licensee operates tax deduction. As a rule of thump one should assume that licence fees paid
to foreign licensors are subject to limit

This volume, which contains the work and views of leading experts on international taxation, is
drawn largely from the recent Fifth Institute on International Finance held in Dallas, Texas, and
co- sponsored by the SMU School of Law and Baker & McKenzie. The book is designed to
provide both tax practitioners and business persons involved in international transactions with
the most current information regarding U.S. taxation of international operations. Chapters
include: super royalty provisions, foreign tax credit planning: overview of 1986 Act changes,
the Subpart Provisions of the Act, U.S. tax treatment of certain foreign currency transactions:
borrowing and lending in foreign currency, currency swaps and similar financial instruments,
interest expense allocation rules after the 1986 Act and the new proposed regulations, basic
tax planning for foreign investment in U.S real estate, inbound reorganizations of Netherlands
Antilles corporations, foreign acquisition of U.S. corporations: Section 338 considerations, and
structuring debt instruments for portfolio or direct investment.

Digitised document - Electronic release on 24/11/2011

International Taxation of Energy Production and DistributionKluwer Law
International B.V.

Series on International Taxation #78 By international consensus, space is
considered as a commons for all humanity. Now, however, as space activities
and technologies are chiefly focused on commercial interests in extraterrestrial
mineral resources, the mechanisms for the allocation of space mining resources
must be framed in a way that will balance the efficient use of resources with a fair
and stable tax system. This book, which combines first-hand knowledge of both
the aerospace issues involved and the tax field, is the first to discuss in depth the
yet-to-be-resolved practicalities of taxation of resources mined in space. Arguing
that the space mining industry should be regulated in a way that will ensure an
attractive investment climate for space entrepreneurs and the existence of a
stable fiscal regime that will finance the costs of conservation and utilization of
space resources, the author proposes an international royalty system to help

achieve industry goals, such as efficiency, administrative convenience, and
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sustainability. The book explores the following aspects of the topic: assignment of
ownership rights to space resources; the risk—tax revenue trade-off between
space mining industries and governments; distributional pressures to offset
competition for resource profits; uniform collection of royalties; intergenerational
equity and a space property rights system; determining jurisdictional boundaries
associated with commercial space mining projects; allocation of external costs
such as pollution, environmental degradation, and the clean-up of debris; and
liability risks of companies and the launching state. As governments and private
entities around the globe invest in space-appropriate technologies and
exploration evolves toward permanent presence in space colonies, this
comprehensive analysis of alternatives for choosing the optimal resource
management regime in space and for shaping a unique tax regime for the
emerging space industry provides concerned policymakers with guidelines that
promise to secure a practical, affordable, and sustainable development of the
space economy. Lawyers working for or representing companies engaged in or
contemplating space activities, policymakers, and anyone interested in tax and
the space economy will welcome this signal contribution to a growing field of
human endeavor. “This is an outstanding book and a must read for anyone
interested in tax or the future of humanity in the cosmos. Dr. Galya Savir used to
work in the Aerospace industry and, in her book, Dr. Savir combines unique and
extraordinary expertise in both space technology and tax. Thus, this product is
the only competent book in this area.” Avi-Yonah, Reuven S, Irwin |. Cohn
Professor of Law

Covers the following countries: Argentina, Bolivia, Burkina Faso, Canada
(Ontario), Chile, China (People's Republic), Ghana, Greenland, Indonesia, Ivory
Coast, Kazakstan, Mexico, Papua New Guinea, Peru, Philippines, Poland, South
Africa, Sweden, Tanzania, United States of America (Arizona and Nevada),
Uzbekistan, Western Australia, Zimbabwe.

This book covers all major topics in international tax law, ranging from permanent
establishments and capital gains to the taxation of royalties and technical
services, transfer pricing, and General Anti-Avoidance Legislation. It also
highlights the Indian “story” of status vs. contract by examining four areas of
controversy: permanent establishments, FTS (Fees for Technical Services) &
Royalty, capital gains, and transfer pricing. The book approaches the subject of
international taxation from two opposing yet related perspectives. One is the tax
planning perspective, which involves contracts entered into by individuals and
companies; the other is that of state regulation through increasingly complex
legislation. The area of permanent establishments demonstrates the dominance
of contracts over status, at least with respect to Indian tax law. However, some
recent judicial decisions in this area demonstrate the susceptibility of contracts to
status-related arguments. The areas of FTS & Royalty as well as those of capital
gains and transfer pricing demonstrate the Indian government’s attempts to

establish, through legislation, the dominance of status over contracts. Whereas
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traditional textbooks on international tax law focus on the legal technicalities of
tax legislation, this book provides tax scholars and lawyers with an understanding
of tax planning and tax legislation side by side in each chapter, specifying the
respective kind of actual or anticipated tax planning activity that in turn prompted
a legislative response. As such, it offers readers a contextual and practical
introduction to the complexities of international tax law, as well as an in-depth
analysis of the latest debates and controversies in this area.

In this book the authors provide a new treatment of international taxation, one
that focuses on the interactions between fiscal policies of sovereign nations and
the magnitude and directions of international capital and goods flow in an
integrated world economy.

Cross-Border Transactions under Tax Laws & FEMA provides a practical
commentary on cross-border transactions with respect to the following laws: e
Income Tax (including International Tax & Transfer Pricing) « Goods & Services
Tax (GST) » Customs ¢ Foreign Exchange Management Act (FEMA) This book
will be helpful for practitioners, members of the bar & bench and industry, and
assessing officers. The Present Publication is the Latest Edition, authored by Dr.
Gokul Kishore & R. Subhashree & updated till 15th June 2021, with the following
noteworthy features: ¢ [Easy-to-Understand Practical Commentary] covering: ?
Income Tax (including International Tax & Transfer Pricing) ¢ Implications of
International Transactions ¢« Adoption of Appropriate Transfer Pricing (TP)
Comprehending Creation of Permanent Establishment (PE) and Double Taxation
Avoidance Arrangements (DTAA) ¢ Ensuring Compliance with Withholding
Obligations, when payment is made to non-resident « ISsues relating to Royalty &
Fees for Technical Services (FTS), Tax Residency and Foreign Tax Credit (FTC)
? GST « Examination of Cross-Border Services by applying Place of Supply &
Export of Service provisions under Integrated Goods and Services Tax Act
(IGST), besides analyzing benefits to exporters ? Customs ¢ Valuation of
Imported Goods under Customs Valuation Rules, when transaction value as
declared by importer is not accepted * Availing Customs Duty Exemptions « Duty
Remission and Rewards under various Export Promotion Schemes as provided
in Foreign Trade Policy ? FEMA « Compliance with Provisions of FEMA on
Receipts and Payments for Export and Imports The structure of the book is as
follows: « [First Chapter] on Customs Valuation discusses Article VIl of GATT,
Customs Valuation Agreement, Section 14 of Customs Act, 1962, Customs
Valuation Rules (for imported goods) and Export Valuation Rules along with
relevant judgments and orders. Pointers relating to transfer pricing issues have
also been mentioned in this chapter. « [Second Chapter] on Transfer Pricing
analyzes international transaction, associated enterprises, comparable, methods
of determining Arms Length Price, TP challenges in India as per UN TP Manual
and judicial rulings, creation of marketing intangibles and TP issues relating to
AMP expenses. TP assessment, adjustment and appellate remedy have also

been included. To provide 360’ perspective, secondary adjustment, Country by
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Country Reporting (CbCr), thin capitalization, Cost Contribution Arrangements,
intra-group services and cost-sharing arrangements have been succinctly
covered. ¢ [Third Chapter] begins with the discussion on taxing powers and
source of income. The concept of PE and types of PE have been explained
through the relevant articles in various DTAAs along with treatment by the Indian
judiciary and ITAT. The attribution of profits to PE, which has significant practical
implications, has also been discussed. ¢ [Fourth Chapter] is broad-based and to
the extent relevant to cross-border transactions; it provides a commentary laced
with practical guidance on residency, the definition of interest, jurisdiction to tax,
dividends paid or received, taxation of royalty, FTS, salary, capital gains, other
income, withholding obligations, FTC, the requirement to file the return and the
concept of the representative assessee. ¢ [Fifth Chapter] IGST as applicable to
import and export of goods, import of services and export of services along with
the provisions on the place of supply and refund mechanism forms the fifth
chapter. « [Sixth Chapter] Considering the relevance to cross-border trade,
Customs Duty exemptions and export promotion schemes under Foreign Trade
Policy (FTP) have been discussed in the sixth chapter. « [Seventh Chapter]
Knowledge of obligations and provisions applicable to export and import under
FEMA and regulations thereunder is integral to cross-border transactions.
Therefore, a concise commentary on the same has been provided in Chapter 7. ¢
[Eighth Chapter] Dispute resolution mechanism under IGST Act and Customs Act
along with alternative dispute resolution under Income Tax Act have been
included in Chapter 8 to provide a broad overview on the statutory remedies
available to exporters and importers. ¢ [Ninth Chapter] The key feature of this
book is an exhaustive discussion on both basic concepts and issues faced by the
industry combined with essential commentary on statutory provisions and the
jurisprudence. Cross-references to other chapters wherever implications need to

be understood completely have been provided to assist the industry.

Because the actions of multinational corporations have a clear and direct effect on the flow of
capital throughout the world, how and why these firms behave the way they do is a major issue
for national governments and their policymakers. With an unprecedented ability to adjust the
scale, character, and location of their global operations, international corporations have
become increasingly sensitive to the kind and degree of tax obligations imposed on them by
both host and home countries. Tax rules affect the volume of foreign direct investment,
corporate borrowing, transfer pricing, dividend and royalty payments, and research and
development. National governments that tax the profits of international firms face important
challenges in designing tax policies to attract them. This collection examines the global
ramifications of tax policies, offering up-to-date, theoretically innovative, and empirically sound
perspectives on a problem of immense significance to future economic growth around the
globe.

Text of, and commentary on, the U.N. Model Double Taxation Convention.

This action plan, created in response to a request by the G20, identifies a set of domestic and
international actions to address the problems of base erosion and profit sharing.

The author provides three case notes on recent significant international tax decisions released
by the Supreme Court of India and the Delhi High Court. The first note explains the Supreme
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Court's February 2017 decision in Director of Income Tax v. AP Moller Maersk AS, which
confirmed the decisions of the Income Tax Appellate Tribunal and the High Court that
payments made to the AP Moller Maersk AS international shipping line by its agents located in
India for the use of a shared global telecommunication facility were not fees for technical
services, which would have been liable for tax in India. Rather, the Supreme Court held that
the payments were cost reimbursements, which did not have an income character and,
therefore, were not liable to tax in India. The second case addresses the Supreme Court's
decision in Formula One World Championship Limited v. Commissioner of Income Tax,
International, which upheld the Delhi High Court's decision that the taxpayer carried on a
business in India through a permanent establishment and was liable to tax in India in respect of
the profits attributable to that permanent establishment. The third note outlines the judgment of
the Delhi High Court in Commissioner of Income-tax, International-2 v. ZTE Corporation, which
held that payments for software embedded in mobile telephone equipment were not royalties,
but were part of the purchase price of the equipment itself. Therefore, India could not impose
tax on the software component of the purchase price as a tax on a royalty.

The tax rules of the United States and other countries have intended and unintended effects on
the operations of multinational corporations, influencing everything from the formation and
allocation of capital to competitive strategies. The growing importance of international business
has led economists to reconsider whether current systems of taxing international income are
viable in a world of significant capital market integration and global commercial competition. In
an attempt to quantify the effect of tax policy on international investment choices, this volume
presents in-depth analyses of the interaction of international tax rules and the investment
decisions of multinational enterprises. Ten papers assess the role played by multinational firms
and their investment in the U.S. economy and the design of international tax rules for
multinational investment; analyze channels through which international tax rules affect the
costs of international business activities; and examine ways in which international tax rules
affect financing decisions of multinational firms. As a group, the papers demonstrate that
international tax rules have significant effects on firms' investment and other financing
decisions.

This report reviews tax policy in the Maldives and identifies reform options to support
efficiency, equity, and revenue. The absence of a broad-based personal income tax (PIT)
generates revenue leakages and significantly diminishes the role of tax policy in income
redistribution. A modern tax design requires a holistic view of the taxation of different sources
of income and different legal forms of taxpayers to maintain tax neutrality, to the extent
possible, while preserving some degrees of progressivity, simplicity, and administrability.
Moreover, updating the tax system to cope with recent international developments is vital to
safeguard revenues. While strengthening the goods and services tax (GST) can raise
revenues in the short- to medium-term, a property tax is an important option for the long-term.
The diagram below demonstrates reform priorities, as identified in this report, to modernize tax
policy in the Maldives.

Taxmann's CRACKER for Direct Tax Laws & International Taxation is prepared
exclusively for the Final Level of Chartered Accountancy Examination requirement. It
covers the entire revised, new syllabus as per ICAI. The Present Publication is the 2nd
Edition & Updated till 30th April 2021 for CA-Final | New Syllabus, authored by CA Ravi
Chhawchharia, with the following noteworthy features: « Strictly as per the New
Syllabus of ICAI « [Trend Analysis] for the last seven attempts | May 2018 Onwards *
[Marks Distribution] Chapter-wise marks distribution for Past Exams ¢ [Comparison with
Study Material] Chapter-wise comparison with ICAI Study Material  [550+ Practical
Questions & Answers] « Coverage of this book includes: ? All Past Exam Questions §
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CA Final November 2020 (New Syllabus) § CA Final November 2020 (Old Syllabus) §
CA Final January 2021 (New Syllabus) 8§ CA Final July 2021 (New Syllabus) ?
Questions from RTPs & MTPs of ICAI « [Most Updated & Amended] Law stated in this
book is as amended up to 30th April 2021 « [Updated Solutions/Answers] as per Law
applicable for A.Y. 2021-22 Also Available: « [65th Edition] of Taxmann's Direct Taxes
Law & Practice with special reference to Tax Planning ¢ [2nd Edition] of Taxmann's
Direct Tax Laws & International Taxation (2 Vols.) « [2nd Edition] of Taxmann’s
PROBLEMS & SOLUTIONS — Direct Tax Laws & International Taxation ¢ [2nd Edition]
of Taxmann's CLASS NOTES - Direct Tax Laws & International Taxation Contents of
this book are as follows: ¢ Part | — Direct Tax Laws (70 Marks) ? Income from Salaries ?
Income from House Property ? Profits and Gains of Business or Profession ? Capital
Gains ? Income from Other Sources ? Tax on Conversion of Unaccounted Money ?
Income of Other Persons, Included in Assessee's Total Income (Clubbing of Income) ?
Set-off of Losses or Carry Forward and Set-off of Losses ? Deductions from Gross
Total Income ? Taxation of Co-Operatives Societies ? Deduction for Special Economic
Zone ? Expenditure on Exempt Income ? Taxation of Political Parties & Electoral Trust
? Taxation of Charitable/Religious Trusts ? Taxation of Mutual Concerns ? Minimum
Alternate Tax (MAT) ? Taxation of Firms, LLP and AOP/BOI ? Alternate Minimum Tax
(AMT) ? Taxation of Business Trusts (REITs, InvITs) ? Application vs. Diversion of
Income ? Assessment Procedures ? Appeals and Revisions ? Survey, Search and
Seizure ? Penalties and Prosecutions ? Settlement Commission ? Liability in Special
Cases ? Assessment of HUF ? Tax Deduction and Collection at Source ? Collection
and Recovery of Tax ? Interest ? Miscellaneous Topics, STT/CTT and IFSC ? Tax
Planning, Tax Avoidance and Tax Evasion (Including GAAR) ¢ Part Il — International
Taxation (30 Marks) ? Tax Incidence in India ? Taxation of Non-Residents ? Double
Taxation Relief ? Transfer Pricing ? Advance Rulings ? Equalisation Levy ? Overview of
Model Tax Conventions ? Application and Interpretation of Tax Treaty
Introduction to US law of international taxation. The book pays attention to the
fundamentals of US international taxation, activities of foreign taxpayers, jurisdictional
tax principles, US source rules, branch profits tax, provisions affecting foreign
investment in US real estate, income tax treaties, inbound and outbound investments,
foreign tax credit, transfer pricing, CFC, business transaction, foreign sales
corporations, transfer taxes, estate, gift and generation skipping tax on both resident
and non- resident aliens.
Issues of transfer pricing have come to the fore in both international tax and customs
regimes. In particular, the problem of how to apply the two systems of valuation to the
same transaction is of widespread concern. This well-known book, now in a fully
updated second edition, is a problem-solving guide for professionals charged with
valuating transactions in their client’s or company’s best interests. Through detailed
examination of relevant guidelines, transfer pricing methodologies, and business
realities prevailing among multinational enterprises, it offers a cogent and convincing
account of how tax and customs transfer pricing regimes may be harmonized. Among
other essential elements, the author discusses the following in depth: — the OECD
Transfer Pricing Guidelines; —the GATT/WTO Customs Valuation Code (GVC) and
other valuation rules in key jurisdictions and regional agreements; — the OECD and UN
model tax conventions; — the arm’s length principle; — methods, both traditional and
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new, of determining whether the parties’ relationship in uenced the price; and —
additions to and deductions from the customs value. This second edition discusses new
developments in the eld, including a chapter on Commentary 23.1 and Case Study 14.1
of the Technical Committee on Customs Valuation of the World Customs Organization
(WCO) — the rst international instruments linking transfer pricing and customs valuation.
The book concludes with an analysis of the circumstances and conditions under which
the introduction of transfer pricing year-end adjustments to transaction value would be
consistent with Article 1 of the GVC. The book will continue to provide practitioners,
customs administrations, and academics with a highly practical analysis of the
intersection of transfer pricing and customs valuation. It will be welcomed by customs
administrations charged with examining the acceptability of a transaction value xed
between related parties and by multinational companies as a truly actionable tool they
can use to optimize decision-making as it relates to transfer pricing and customs
valuation in a “real world” setting.
The distribution of profits between corporations resident in different jurisdictions gives
rise to both significant tax planning opportunities and tax risks. As cross-border
transactions between corporations grow in number and complexity, the question of how
a profit distribution is classified for corporate income tax purposes becomes
increasingly important, particularly in the context of issues such as double taxation, non-
taxation and tax neutrality. The OECD BEPS project has only increased the relevance.
This unique work discusses the international tax law rules determining which
transactions may be classified and taxed as dividends and how possible classification
conflicts may be resolved. The author examines the tax classification of various inter-
corporate transactions, including: — Payments made under dividend-stripping
arrangements. — Fictitious profit distributions. — Economic benefits in the context of
transfer pricing. — Returns on debt-equity hybrids. — Interest payments in thin
capitalization situations and distributions following liquidation. The analysis of each
transaction refers to international tax law. Most weight is given to tax treaties and EU
tax law, including the BEPS development. The approaches adopted in different states’
national tax law are covered by a more general analysis. The comprehensive coverage
and the practical nature of The International Tax Law Concept of Dividend make it an
essential acquisition for tax practitioners, researchers and tax libraries worldwide.
A debate is underway about how the U.S. should tax foreign-source, corp. income.
Currently, the U.S. allows domestic corp. to defer tax on the earnings of their foreign
subsidiaries and also gives credits for foreign taxes paid, while most other developed
countries exempt the active earnings of their multinational corp. foreign subsidiaries
from domestic tax. This report describes for a group of study countries with exemption
systems: (1) the rules for exempting foreign-source income; and (2) the compliance risk
and taxpayer compliance burden, such as recordkeeping, of the rules. The countries
selected are Australia, Canada, France, Germany, and the Netherlands. Charts and
tables.
The taxation of extractive industries exploiting oil, gas, or minerals is usually treated as
a sovereign, national policy and administration issue. This book offers a uniquely
comprehensive overview of the theory and practice involved in designing policies on the
international aspects of fiscal regimes for these industries, with a particular focus on
developing and emerging economies. International Taxation and the Extractive
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Industries addresses key topics that are not frequently covered in the literature, such as
the geo-political implications of cross-border pipelines and the legal implications of
mining contracts and regional financial obligations. The contributors, all of whom are
leading researchers with experience of working with governments and companies on
these issues, present an authoritative collection of chapters. The volume reviews
international tax rules, covering both developments in the G20-OECD project on 'Base
Erosion and Profit Shifting’ and more radical proposals, identifying core challenges in
the extractives sector. This book should become a core resource for both scholars and
practitioners. It will also appeal to those interested in international tax issues more
widely and those who study environmental economics, macroeconomics and
development economics.

Edited by Victor Thuronyi, this book offers an introduction to a broad range of issues in
comparative tax law and is based on comparative discussion of the tax laws of
developed countries. It presents practical models and guidelines for drafting tax
legislation that can be used by officials of developing and transition countries. Volume |
covers general issues, some special topics, and major taxes other than income tax.
The ever-increasing digitalization of businesses has accelerated the need to address
the many shortcomings and unresolved issues within the international corporate income
tax system. In particular, the customer or “user’—through their online activities—is now
considered by many as being a critical driving force behind the value of digital services.
Furthermore, the rapid growth of digital service providers over the last decade has
made them an increasingly popular target for special taxes—similar to wealth and
solidarity taxes—which can also help mobilize much-needed revenues in the wake of a
crisis. This paper argues that a plausible conceptual case can be made to tax the value
generated by users under the corporate income tax. However, a number of issues need
to be tackled for user-based tax measures to become a reality, which include
agreement among countries on whether user value justifies a reallocation of taxing
rights, establishing the legal right to tax income derived from user value, as well as an
appropriate metric for valuing user-generated data if it is ever to be used as a tax base.
Furthermore, attempting to tax only certain types of business is ill-advised, especially
as user data is now being exploited widely enough for it to be recognized as an input for
almost all businesses. Several options present themselves for consideration—from a
modified permanent establishment definition combined with taxation by formulary
apportionment, to user-based royalty-type taxes—each with their own merits and
misdemeanors.

The book describes the difficulties of the current international corporate income tax
system. It starts by describing its origins and how changes, such as the development of
multinational enterprises and digitalization have created fundamental problems, not
foreseen at its inception. These include tax competition—as governments try to attract
tax bases through low tax rates or incentives, and profit shifting, as companies avoid
tax by reporting profits in jurisdictions with lower tax rates. The book then discusses
solutions, including both evolutionary changes to the current system and fundamental
reform options. It covers both reform efforts already under way, for example under the
Inclusive Framework at the OECD, and potential radical reform ideas developed by
academics.
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