Economy: Macro, Micro & More

MMCs with global sales
above €208 & profits
morethan 10% will be

covered by new rules

Dur Bureay

New Delhl; Multnatbonal corpors-
thons will be subiject (o a minkmmm
tax of 15% from 2023 and those with
pirofiesabove a threshold will haveto
ey Bac0es i the mariees they derlve
business from. as OECH on Friday

Analtsed & landnsark veform of -
BT RAINTA] X SYRER
The new framewark, backed by 156
coirries, Inclading India, seeks
#nsure & e share of GXes for oo
um.nos Where muHinationaks and
global dipial companies such as
Metfix, Google sarnrevenues from.

Thie Bandmark deal, aprecd Dy 196

coaniries and jerisdictins repre
senting more than 9 of global
G, will akso reallocins more dhan

125 idon of proflts from aroumd -~

1) of the workd's langest and most
proficable MME= (multinathonal en-
erprisas) w oounmries worldwide,
TS et thesa firms pay. a fair
share of tax wherever they operaie

@ THEAGREEMENT
The landmark
dealwas
agreedby 136
countries and jurisdic-
tionsrepresenting more
than 90% of global GDP

andgenerameprofis, " e DECD(Or-
panlsation of Boopoindc Coodetia-
tiom and Development) said.

The Economic Times, New Delhi / Gurgaon, Saturday, 9 October 2021

OECD Fixes Mlmmum Tax 0f15% on MNCs from 2023

Tk IR Sl ik Wil e et ve-
i 0 £1%0 G0 FATERTIACT: 1N TN TS Tl

mmgmammmmommum
during e, with effective implamsan-
et b e, i sakd.

Under e ARTETRent, Countries T
vy ing tax ondigial eransactions wo-
uld have o withdrae those levies.

India, dor Insmnce, will have o
withidraw s equalissation by thi
It Imposes oo oversess diplial com.
panies. “Bo mnewly enscted digiol
servioes taxes or other relivame sl
milAr medsres wWould e mposad
onany company from October 8,53

A umehl iheeakdier of Decetier 1,
2 ar the ooming ko foroe ofF the
muktiiateral comentbon,” sabkd San-
doeg Jhimlhunwala, partber at pro-

- fsshonal serviess firm Mangka AR-

dersen, “The nxxiality for the rens
vilof exising digiial services Exes
and other relevant similar measu-
o Meels o e ADEEORE kA y cooved-

Mewr Dielhl has backed the (ECTE
Base Eroslon Profit Shiftinge ks
since theDeginning and has Doon ke-
o thaedheal

‘Thie framework has two pliiars. PH-
1ar o seeks i ensore & faieec diz-
tribution of profis ad @xing
righis among coundries with respect

o the kargest and most prodicable
multinational enserprises,

Miultinational enderprises with
globel sales above &0 billion Al
profitahiikty abose 10% Wil be cove-
el by e new nales, with 25% of
profit sbove the 10% threshold 1o be
realiocated wmarket Jurisdictions,

FIlar two i irodieces a ihobal mind-
UM COPPOTHE E8X FARE 508 8t 15%.
The new mdnimmam & rate wilk app-
1y o0 comparnies with revemise above
e ey srud 15 estim e to -
Teerabparndn S50 I Hom inaddit
nal ghobal tax mevenees anmually
This will bring mon: certaingy amd
help eass trade ensions, the stab-
manisaid,




India may need to rescind digital tax

As part of the global minimum tax accord it has agreed to, country must forswear such levies

FRESS TRUST OF INDIA
MEW DELMI

India may have to withdraw
digital services tax or the
equalisation levy and give a
commitment 0ot to intro-
disce such measures in the
future if the ghobal minimuam
tax deal comes throwgh.

In a major reform of the
internatbonal tax system, 136
countries, inchuding India,
have agreed to an overhaul
of global tax norms to ensure
that muktinationals pay taxes
wherever they operate and
at & muinknm 15% rage.

However, the deal re-
quires COUMTIES [0 remove
all dipital services tax and
otbver similar measures and
b coanmibt oot to introduce
such measures inthe future,
the Organisation of Ecomon-
ke Conperaton and Develop-
ment (OECD} said in ies im-
plementation pkan on Friday.

Fime Line: ‘India is balancing its interests as an Impﬂrfer.md
an exporter of capital, goods and sarvices’. =c zasakmiskss

“Mo newly enacred digital
cervices taxes or other rele-
vant similar measures witl be
imposed on any company
from October B and uniil the
garlier of December 31, 2023,
or the coming into force of

the MLC {muliilateral con-
vention),” the OECH said.
The proposed two-pillar
solution of the global tax
deal consists of two compo-
nents — Fillar One which is
about reallocation of addi

thomal share of profit to the
mearket jurisdictions and Pil
lar Two consisting of mind
i tax subject to tax rules

week sald that India was “ve
ry close™ to arriving at the
cpecifics of the two-pillar
taxation proposition ac che
(-0 and was in the Last stage
of finakizing the details.

The Finance Ministers of
G-20 couniries are sche-
duﬁed to meeet on October 13
Y| andﬁnahsen

SIETH .
OECD has sought for an im-
mediate and uplront with-
drawal of unilateral digizal

cervices tax and a comenit-
meernt not to introduce such

measures in the Future,”
Mangia Andersen Pariner
Sandeep fhunjhunwala said
commenting on the OECD's
latest statement.

The maodality for the re-
meoval of existing digital ser-
vices taxes and other similar
measures needs to be appro-
priately coordinated, My

Jruinjhumwaka observed.

Timeline deferred

“Pillar Two which was inital-
Iy proposed o be browsghr in-
to effect from 2023 has now
been deferred 10 20247 he
added.

Shardul Amarchand Man-
galdas & Co. Partner Gourd
Purl =sakd a consensus was
key to securing a more stabie
tax regime for muliinationals
and governments,

“Whike the Aine print is
awakted, India is hakamwcing
Its interests both as an fm-
porter and an exporter of
capital, ponds and services.
The deal will prevent a race
1o the bottom among coun-
tries,” Mr. Puri added.



GLOBAL MINIMUM TAX DEAL

India may have to discontinue
equalisation levy from Oct 8

The deal requires countries to remove all digital services lax and other
similar measures and to commil nol Lo introduce such measures in fulure

DR COREESPONDENT

NEW DELHE: locis may have
B wilhileers gl services
oo Ehve el teation by pnd gl
acocmumilarient nol o Etoeduoe
wsch Paures B e Finase B
the global minimeam tax deal
e through

I a malor relorm of the
mlermdtigal tay svdom, |36
Ccommries, imciadung Indi, v
agreed bo am pverhal of ghobal

Biw fawEfs Ui eiisiie Thit i
tinationals pay taves wherever
Ehey el amad gl 4 mifsnum
Eo per cenl rane,

However, the deal requires
ity 1 raceree all il
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e i sn] Do oo E ok To
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LR TR |l|.||l rideanead bale
om Friday.

“mr mcwly emacted digl-
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smpased an gy company from
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comibng snlo farce of the ML
{iprltiEteral oosrventing ] the
LB ik
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Finance Minister Mirmala Sitharaman
had earlier this week said that India is
‘very close’ 1o arriving af the specifics of
the two-pillor taxation proposition at the
-20 and is in the lost stoge of finolising
the detalls

widut i oof Lk EI_|-|I|!~|| s el
oS af fwo coemposeris
Pllie Ui whilch s el fedl-
loscabion of addittonal share al
prrvihit 1 Vs misar ket juarisdiic-
rions and Filler Two comsiaing
o i e el subjoc] 1o
Lay rales.

Finance Binisier Mirmak
Sheardenan had sarlsee s
week abd that India is “very

cleng B0 arriving an the apecil-

hw ol the Lo pillar ranarion
proposition at the G-30 and
b fim hie List gl OF ﬁrl.n]i-.illp
ihe details.

The Fhnamde Matissiers of
(- Mbcoeneries are acheduled 1o
st g Eiciodser | F in Wash-

e L} i o

one n fuby 2021 brings ouf
s wileresting oheervalions,
o wihich tasormen anad taxpayers
had nhedr cves baid an

“As & significasd meove, the
CIECHY has sousght for-an mmne
st amal wplrom withalrawa)
off anilaters] digital services
Lax sl & Cownimilrae el o
inimebace sach megsares inthe
laing.

0 iLrer:a ernactd |.‘|.i|:|il:l'J
servives laxes or obwer relevant
wimialar sncasiives wenild e
impemed o any comgpany from
LRt B o welil the eirdner
of Decemiber 21, 2025, or the
coeming o foree of the mwal-
(i aitiesl coniveribion, b sl

The medality for the
rereral off existing digital s
vices s and other relevani
sirnilar mcasures icods o e
sppeoprimtely  conrdinabed,
[Fruniburreaia addded,

“Pilbar Two which was =i
tially proposed o he hrooght
fiino effent Eevniin 2007 bais i
been deferred dm MRS he
akdml,

T i i e
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sodyrisorn. finelly agrecd wifl
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India may have to
scrap Google Tax

(TR SPECTAL
CORRESPONDENT

Mew Delhi: India may have to
giveup its aqualisation levy or
the so-called “Google Tax™ as
part of the global tax deal that
1368 nations agreed on Friday
It will also have to make a
commitment that it will not in-
troduce such measures in the
future ance the global mini
mum tax deal comes through.
As part of the (wo-pillar
multilateral solution to the
problem of adroit tax aveid-
ance by the Bip Boys ol technal
ogy, countries like India will be
conferred the right to tax digi-
tal plavers like Microsofl,
Google, Facebook, and Netflix
anel set a‘global minioan cor
poration tax’ of 1o per cent.
The global tax deal is
propped up by two pillars. Pil
lar One provides for the reallo-
cation of the additional share
of profit to the market jurisdic-
tions, while Pillar Two con-
sists of minimum tax and is
subject to tax mles.
Multinational enterprises

OECD SAYS

® No newly
enacted digital T o
services taxes f"""—ﬁ#
orother similar ="
measures will be imposed
on any company

= This will be effective
from October B and until
the earlier of December
31, 2023, or the coming
into force of the
mullilateral convention

{MNME) with global sales above
20 billion evros and profitabili
ty above 10 per cent will becov
ered by the new rales. Under
the special purpose nexus rle,
25 per cent of the profit above
the 10 per coi threshold will be
reallocated to market jurisdic-
tions. Analysts sald this was
higher than the 20 par cent allo
cationin the July plan

Taxing rights ot more than
$125 billion af MNE profits are
expectad to be reallocated to
market junisdictions each year

Under Pillar Two, a global
mirdmum corporate tax rate
has been set at 15 per cent
which is in contrast with the
July Plan that provided for “at
least 15 per cent™ This new
minimum tax rate will apply to
companies with revenues
above 750 million eros. Thisis
estimated to generate around
£150 hillion inadditional global
tax revenues anrmally

Sumit Singhania, pariner,
Deloitte India, said: “Consen
suis on the global minimum tax
will make tax competition
amongsl nations rather infea
sible by narrowing down any
stich opportunities to the

3

Mangia Andersen Pariner
Sandeep Jhunjhunwala said:
“The OECD has asked for an
immediate and upfront with
drawal of unilateral digtal
servicestax”

ool Part, partner at
Shardul Amarchand Mangal
das, said a consensus on the
twa-pillar solution is the key
toseciring a more certain and
stable tax regime.




Google, Facebook and Netflix to pay a minimum
global tax at 15%

India introduced equalisation levy for digital advertising services in 2016 at the rate of 6 per cent

Shrimi Choudhary | New Delhi  October 08, 2021 Last Updated at 23:28 IST

£ 140 countries, 136 have agreed to two-pillar solution o address the tax implications arising from
digitisation af economy in Paris on Friday

Representatives from 136 nations, including India have finalised a global tax deal which will ensure large
digital players--Google, Facebook, Netflix, and Microsofi-- pay a mimimum tax rate of 15 per cent. wherever
they operate, said the Orgamisation for Economic Cooperation and Development (OECD) on Fnday. The tax
deal to come into effect from 2023,

The OECD has also sought for an immediate withdrawal of umilateral digital services tax measures like
equalization levy and a commitment to not introduce such measures in future.

Besides, no newly enacted digital taxes or other relevant similar measures will be imposed on any company
from October 8 1021 and until the earhier of December 31, 2023,

India introduced equalization levy for digital advertising services in 2016 at the rate of 6 per cent. Later in
April 2020, it widened the scope to impaose a 2 per cent tax on non-resident e-commerce players. India so far
collected over 1,600 crore levy this fiscal which s almost doubled from last vear.



OfFf 140 countries, |36 have agreed to two-pillar solution to address the tax implications ansing from
digitisation of economy in Paris on Friday. However four nations- Sn Lanka, Kenya, Nigeria and Pakistan
had not joined the agreement.

This deal now will be delivered to the G20 Finance Ministers meeting in Washington DC on 13 October,
then to the G20 Leaders Summit in Rome at the end of the month.

The global minimum tax agreement does not seck to eliminate tax competition, but puts multilaterally agreed
limitations on it, and will see countries collect around USD 150 billion in new revenues annually, OECD
highlighted.

“Today's agreement will make our international tax arrangements fairer and work better,” said OECD
Secretary-General Mathias Cormann. “This 15 a major victory for effective and balanced multilateralism. It 1s
a far-reaching agreement which ensures our international tax system is fit for purpose in a digitalised and
globalised world economy. We must now work swiftly and diligently to ensure the effective implementation
of this major reform,” he added.
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The "seismic Mquhﬁnﬁnﬁmhwmuwaﬂummhyﬁ
edifice of a landmark deal with the release of the implementation plan having 136 countries

Inclusive Framework. The Statement released by the OECD weighed against the one in July . ltnng:ml
some interesting observations, on which taxmen and taxpayers had their eyes laid on.

10 per cent. These largely cover the top 10} companies. The threshold will be reviewed after seven years to
cut it to 10 billion euros. This is much higher than the | billion euro revenue threshold pressed by developing
countries, including India, to cover 5,000 global companies.

Under Pillar One, taxing rights on more than USD 125 billion of profit are expected to be reallocated to
market each year. Developing country revenue gains are expected to be greater than those in
MOre | economies, as a proportion of existing revenues.

Pillar 2 aims 1o ensure that multinational businesses are subject to a minimum effective level of tax on all of
their profits each year. The new minimum tax rate will apply to companies with revenue above EUR 750
million and is estimated to generate around USD 150 billion in additional global tax revenues annually,
Further benefits will also arise from the stabilisation of the international tax system and the increased tax
certainty for taxpayers and tax administrations. However it was initiaily proposed to be brought to effect
from 2023 but now been deferred to 2024,

OECD said that the two-pillar solution contains a number of features 1o ensure that the concerns of low-
countries are addressed. The OECD will ensure the rules can be effectively and

capacity efficiently
administered. also offering comprehensive capacity building support to countries which need it, it noted.



