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The Global Minimum Taxation (GloBE)

International Tax Architecture: Dynamic and global vs. fragmented Level-Playing Field on Taxation (LPFT)

Global Forum on Transparency and Exchange of Information for Tax Purposes

Inclusive Framework and Forum on Harmful Tax Practices
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The Global Minimum Taxation (GloBE) @ OECD

International Tax Standards regarding MNE: Taxing Rights, Profits & Tax Revenue, Tax Competition

Taxing Rights | Profits & Revenue | Competition
Generation: Residual vs routine vs R&D-/Digital-/IP-Profits
Taxation: Profits to be generated by economic activities
Capital export neutrality: Reduced withholding taxes Profits & Revenue
Priority: Taxation of residence vs hubs vs source MNE-Headquarter

BEPS: Profits with substance requirements High income & upper middle InvestCo
GloBE-15%: BEPS, MNE, source countries income Jurisdictions Substance
Profit -> Substance -> Tax Shifting ETR > 15% | ETR <15% => GloBE

BEPS | GloBE

Taxing Rights

BEPS | GloBE

Profits & Tax Revenue

International Tax Standards Tax Competition

Allocation and Enforcement
Operational Activities of Taxing Rights | Impact on Tax
OpCo Revenue & Competition

Profits & Revenue

InvestCo
High, upper middle, lower middle High income Juris. & Investment

& low income Jurisdictions — Hubs: R&D/Digital/IP-Profits

ETR > 15% | ETR < 15% => GloBE ALS. BEPS. DTC. Substance ETR < 15% => GloBE-QDMTT
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The Global Minimum Taxation (GloBE) (&) orbis

The Global Top > 300 MNE-Headquarters (large and profitable)

BEPS | GloBE

The Americas
(non-US): 28
9%

Europe:
74 23%

The Americas:
144 45%

Asia Pacific (non- InvestCo

China) incl. the
Middle East: 54
17%

Asia Pacific
incl. the
Middle East:
101 32%

USA: 116
36%

Substance

Data: Orbis Database

Source: Modified from Oka, Be Prepared
for New Tax Competition: Impact
Assessment of Two Minimum Taxes of
the OECD, Tokyo Foundation, March
2022, p. 13

Europe: 74
23%
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The Global Minimum Taxation (GloBE) @ OECD

International Taxation of MNE: Empirical evidence on international taxation of MNE profits

Reported profits of large MNEs in different Jurisdiction-income-Groups

» 50.1% of MNE-profits are reported in High-income Jurisdictions + 18.8% in Investment(Hubs: } 68.9%

» 27.7% of total MNE-profits are booked in Upper middle-income Jurisdictions + 3.4% in
Lower-middle- and Low-income Jurisdictions: ¥ 31.1%
B High income B Upper middle income B Lower middle and low income Investment Hub

BEPS | GloBE

InvestCo

Substance

50.1 27.7

Data (2017-2020): OECD CbCR data, US
Bureau of Economic Analysis (BEA),

Reported profits of large MNEs in different Jurisdiction-average ETR-Groups Torslov, Wier and Zucman (2023), Bureau
. . L . . van Dijk Orbis Database | Reported
» 6.8% of MNE-profits are reported in Jurisdictions with-an-average ETRs < 5% + 14.6% in average annual net profits of USD 5,929
Jurisdictions with an average ETRs between 5% and(15%: 3 21.4% bn, total profits for the whole 4-year

. e e e e . eriod = USD 23,715 bn
» 68.9% of MNE-profits are reported in jurisdictions with average ETRs between 15% and 25% P
Source: OECD Taxation Working Paper

. . . . No. 67: Effective tax rates of MNEs: New
mO0-5% m5-15% M15-25% >25% evidence on global low-taxed profit, 21
November 2023, pp. 29-30

» 9.7% of MNE-profits are reported in jurisdictions with average ETRs exceeding 25%

68.9




The Global Minimum Taxation (GloBE) @ OECD

Corporate Income Tax: The International Race to the Bottom

34%

32% \

30% \\

28%
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AVERAGE STATUTORY CORPORATE INCOME TAX RATES BY REGION

2004

2005

—&—Overall ——-OECD Africa (27) =>¢—Asia and Pacific (33) == LAC (35)

Source: OECD Corporate Tax Statistics, 2023

2006 2007 2008 2009 2010 2011 2012 2013 2014 12015 2016
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InvestCo
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The Global Minimum Taxation (GloBE) Miisic |

TIN-Corporate Tax Haven Index: Global Tax Havenry

Corporate Tax Haven Index Value: Selected High-income Jurisdictions and Investment Hubs

18.0% BEPS | GloBE

@ Investment Hubs*

‘ Source: Tax Justice Network: @ High-income*

16.0%
Corporate Tax Haven Index, 2024 Upper-middle income*

InvestCo

14.0%

12.0%

Netherlands Substance

10.0%

Luxembourg W The Netherlands
—

8.0%

Hong Kong Haven Score: 74 (max. 100)
6.0%

4.0%
Singapore

Global Scale Weight (FDIs): 11.1%

$9.9 trillion

Swit;

Global Scale Weight: Inward + outward FDIs (%)

GSW = e
2.0% A $ 88.5 trillion
0.0% - . Lie.em Y CTHI-Value: 1,945 | Rank: #7
40 50 60 70
0% CTHI = (74% % 3/0.111)/100
Haven Score: 20 Indicators with full corporate tax haven attributes scored at 100
*Country classification: 7
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The Global Minimum Taxation (GloBE)

G20/OECD/FHTP: Classification of jurisdictions being non-compliant according to GF- and FHTP-Requirements

Global Forum on Transparency Automatic Exchange Of Information (AEOI) and

and Exchange of Information Exchange of Information on Request (EOIR)
for Tax Purposes since 2009

Non-Compliant Countries EOIR (November 2023):

GLOBAL FORUM®ON

TRANSPARENCY Guatemala, Trinidad & Tobago
OECD 1998: AND EXCHANGE OF
INFORMATION FOR : :
Harmful Tax Competition TAX PURPOSES Non-Compliant Countries AEOI (November 2023):

Antigua and Barbuda, Aruba, Bahamas, Belize, Chile, Cook Islands,
Costa Rica, Croatia, Curagao, Dominica, Grenada, Kuwait,

@) OECD Montserrat, Panama, Saint Vincent and the Grenadines, Seychelles,
Sint Maarten, Trinidad & Tobago, Turks and Caicos Islands, Vanuatu

HARMFUL
AX COMPETITION

An
Emerging Global Issue

™ ) No issues identified:
Forum on Harmful Tax Transparency Framework on Tax Rulings: Bahrain | Bermuda | BVI |
Practices (FHTP): Peer Review 131 Jurisdictions reviewed: 95 in line with BEPS | Cayman Islands | Guernsey |

Results (Update July 2024) Isle of Man | Jersey | UAE

36 recommendations to improve

OECOVG20 Base Erosizn and Profit Sifting
Project

Countering Harmful Tax
Practices More Effectively,
Taking into Account
Transparency and Substance
AL 8 P ot

Focused monitoring with
respect to statistical data:

Anguilla | Bahamas | Barbados |
Source: Harmful Tax Practices — Peer Review Preferential Tax Regimes (July 2024): Turks and Caicos Islands

Results, Inclusive Framework on BEPS: Action 5 IP-Regimes (99) | Non-IP-Regimes (233): Headquarters
(2024), Update (as of July 2024), pp. 1-18; Global , Regimes; Financing and Leasing Regimes; Banking and Insurance Areas that need to be
Forum Annual Report 2023 Regimes; Distribution Centre and Service Centre Regimes; Shipping substantially improved:

Regimes; Holding Company Regimes; Fund Management Remines; Anguilla
Miscellaneous Regimes
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The Global Minimum Taxation (GloBE)

EU-Council: Classification of jurisdictions being non-compliant according to EU-Tax Good Governance Principles

EU-List of non-EU non-cooperative Jurisdictions (NEUNCJ) -> Tax Good Governance Principles (TGGP)

Objective and relevance Update: 08 October 2024

Annex I: The aim of the EU list of non-EU non-cooperative jurisdictions, which is published as an annex to conclusions adopted by
the Ecofin Council is not to name and shame countries, but to encourage positive change in their tax legislation and practices,
through cooperation

Annex Il: Jurisdictions that do not yet comply with all international tax standards but have committed to implementing reforms are
included in a state of play document including sunset to switch to Annex |

Annex lll: For the EU list to be effective, it is important that EU member states put in place efficient defensive measures in non-tax
and tax areas. Defensive measures help to protect tax revenues and fight against tax fraud, evasion and abuse

Annex I: 11 non-cooperative Annex II: 9 Jurisdictions (NCJ), but Annex llI: Defensive measures
Jurisdictions (NCJ) in tax matters committed to implement TGGP soon Monitoring and increased audit risks

American Samoa, Anguilla, Fiji, Guam, Antigua and Barbuda, Belize, British Virgin Countermeasures, i.e., non

Palau, Panama, Russian Federation, Islands, Costa Rica, Curacao, Eswatini, deductibility of expenses, CFC rules,
Samoa, Trinidad and Tobago, US Virgin Turkiye, Vietnam, Seychelles withholding tax measures and
Islands, Vanuatu limitation of participation exemption

-> Criteria 2.1 — Existence of harmful tax regimes e.g., Documentation/reporting/disclosure

foreign source income exemption regime (treatment of )
income and capital gains) -> Hong Kong, Singapore Vv requirements

Source: Council of the EU: Revised EU list of non-cooperative
jurisdictions for tax purposes, 08 October 2024.




THE WORLD'S BIGGEST ENABLERS OF
CORPORATE TAX ABUSE

UPDATED 7 DAYS AGO

1 275 gl British Virgin Islands
2 2557 il Bermuda
3 253+ @ Cayman Islands
£ o mm Netherlands
5 1o7= [l Switzerland
6 15 e LUXeMboUrg
7 w2 X Jersey Source: Justice Network:
8 <0 @M singapore Corporate Tax Haven Index, 202
9 :72 B The Bahamas
10 272 Bl Hong Kong
n 254 ] Bireland
12 225 [ United Arab Emirates
13 159 5% United Kingdom
14 oso W \auritius
15 291 g Guernsey
16 223 ] | Belgium
17 5 Isle of Man
18 : * Cyprus
19 s= jil china
20 1 e HUNgary

. Source: Tax Justice Network:

rotessor Dr Martin Wenz niversity or Liechtenstein aduz
2019 2021 i Corporate Tax Haven Index, 2024




The Global Minimum Taxation (GloBE)

Global Profit Shifting: Limited Effect of BEPS-Reforms

$4,700.00 CORPORATE INCOME TAX REVENUE PER CAPITA
Ireland
$4,200.00
—&—Switzerland Ireland  =>¢=Netherlands France  =t=—Germany Italy —@=—South Africa

$3,700.00

Source: OECD.Stat (2024) — Global Revenue Statistics Database

Our World in Data (2024) — Population & Demography Data Explorer
$3,200.00 .
IMF (2024) — Exchange Rate Archives by Month
EU Tax Observatory (2024) o —
52,700_00 P — ~ /
. v* / v

$2,200.00 .

% The Netherlands

$1,700.00 /
S]_’ZOOOO /‘\/‘7 . .

$700.00

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
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The Global Minimum Taxation (GloBE)

Pillar 2: Comprehensive backstop mechanism with jurisdictional blending to prevent BEPS and to curb tax
competition at 15% of MINE profits and all source countries (GloBE) and 9% on certain gross payments (STTR)

Consolidated Financial Statements: A-Parent-Ltd (TopCo) « @ SR
Group Revenue >750m € GloBE-Tax Base: 100 | ETR: 25% '

B-Sub-Ltd (OpCo) C-Sub-Ltd (InvestCo)

GloBE-Tax Base: 100 | ETR: 25% GloBE-Tax Base: 100 | ETR: 5% GloBE-Tax Base: 100 | ETR: 7.5%
\ B-Jurisdictional Blending } Substance | GIoBE: 15%
B-Jurisdictional ETR = Jur. covered taxes : Jur. GIoBE-Income C-Jur. ETR = Covered taxes : GIoBE-Income
=> B-Jurisdictional ETR=30:200 = 15% => C-Jurisdictional ETR=7.5:100=7.5%

=> No additional minimum taxation “required” => Additional Minimum taxation “required”:+ A 7.5% x 100 =7.5
=> GloBE-Rules: QDMTT (C-Ltd) prior to IIR and CFC (A-Ltd) prior to UTPR (2 x B-Ltds)

- . UNIVERSITAT © 2024 Professor Dr Martin Wenz | University of Liechtenstein | Vaduz 12
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The Global Minimum Taxation (GloBE)

Pillar 2-New International Benchmark Tax System: Compromise to prevent BEPS and to curb tax competition

P2-GloBE-Rule Order (Allocation of Taxing Rights):
STTR -> DMT -> QDMTT -> CFC -> IIR -> UTPR

Tax Rates DMT (GloBE-Income) > QDMTT (Ex Profits)
Pillar 2/GloBE- QDMTT 2 IR -> CFC as covered tax?
ETR: 2 15%

Financial Accounting Net Income / Loss

+ Net taxes expense

Tax Basis
GloBE-Income -> ETR

GloBE-Substance-Based-
Income Exclusions: SBIE
5% (8/10%) carrying Pillar 2: Pillar 2/STR: 2 9% P2-GloBE-Minimum Effective Tax

value of tangible Benchmark on certain gross Rate = 15% on overall profits (ExP)

payments o
Tax System P2-Minimum Statutory Tax Rate

Top-up Tax on (Reference) 2 9% on certain gross payments
Excess Profits

Excluded dividends (> 10% or > 1 year)

+/-  Excluded equity gains (-) / losses (+) (>10%)

+ Policy disallowed expenses

+ Accrued pension expense

+/-  Otheritems

= GloBE-Income
assets and of payroll

GloBE-Substance-Based-Income Exclusions

= GloBE-Excess Profits (ExP)

Additional allowances, Qualified Refundable Corporate Income Tax SyStem Traditional income- vs. expenditure-

exemptions, rate reductions Tax Credits (QRTCs) Worldwide CIT-System with ALS, BEPS- based tax incentives: IP-Boxes, reduced
\ Minimum Standard, jurisdictional CIT-Rates, R&D-super-deductions etc.
ETR. = ¥ Covered Taxes of all CEgdfl the jurisdiction blending and a Top-up Tax-Rule

J 7 ¥ GloBE Income of all CES in the jurisdiction Order to prevent BEPS and to
curb tax competition QRTCs: Qualified Refundable Tax Credits

Direct subsidies

QDMTT; = (15% — ETR;) x (GloBE Income; — SBIE;)

lenz | University of Liechtenstein | Vaduz 13
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The Global Minimum Taxation (GloBE)

Implementation of Pillar 2 (STTR and the GloBE-Rules): Roadmap

Global Implementation

Corporate Income Tax Act and in addition ... GIoBE-Tax Act
Framework GloBE-Tax Act vs. Comprehensive GloBE-Tax Act

27 EU-Member States vs. 3 EEA-Member States

EU-Directive: Mandatory implementation of Pillar 2 in accordance with the
EU-legal framework (fundamental freedoms, prohibition of state-aid) covering
MNE and Large-Scale Domestic Groups (LSDG)

@» OECD Inclusive Framework (IF) with about 147 Members

IF-Agreement for a Two-Pillar Solution to address the tax challenges arising
from the digitalisation of the economy (BEPS) + Tax Competition!

Pillar 2 (STTR and the GloBE-Rules) as a common approach

- . UNIVERSITAT 14
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The Global Minimum Taxation (GloBE)

GloBE-Level Playing Field of Implementation: Implementation of Pillar 2 — GloBE vs. GILTI?

All in*: MNE, LSDGs
| IR, UTPR, QDMTT

Allin: MNE | IR, UTPR, QDMTT'

N\
All in™: MNE | One or two out:
IIR, UTPR and/or QDMTT 7
Maybe: Ongoing discussions
On hold: Awaiting international
)
4 (]

developments

Neutral™: No implementation,
consider counter measures

>

Implementation

of Pillar 2

(g

Source: KPMG — BEPS 2.0 Tracker
(07.10.2024) & EY Global (04.10.2024)

©°2024 Professor Dr Martin Wenz | University of Liechtenstein | Vaduz 15



The Global Minimum Taxation (GloBE

GloBE-Level Playing Field of Implementation: Implementation of Pillar 2 in Europe

lIR: 2024 £ 1IR: 2024
UTPR: 2025? UTPR: 2025

QDMTT: 2024 QDMTT: 2024 Implementation

lIR: 2024 of Pillar 2
UTPR: 2025

QDMTT: 2024

lIR: deferred (2030)

Il!ll':Piozz‘:) 25 UTPR: deferred (2030)
QDM'.I'I': 2024 :IJI:P iozzt(l) ’s QDMTT: uncertain  ||r. 2025
. : UTPR: 2025
IR: 2024 QDMTT: 2024 QDMITT: 2025
UTPR: 2025 : :
QDMTT: 2024 legislation
IIR: 2024 > IIR: 2024 -, IIR: 2024
UTPR: 2025 UTPR: 2025 UTPR: 2025
QDMTT: 2024 QDMTT: 202X QDMTT: 2024  !IR: deferred
UTPR: deferred
lIR: 2024 .
: A N QDMTT: 2024
:-IIF.{- 2024 IR: 2025 lIR: 2024 \,/ , UTPR: 2025
UT.PR: 2025 or later UTPR:n/a UTPR: 2025 QDMTT: 2024
QDMTT: 2024 QDMTT: 2024 LI

Source: KPMG — BEPS 2.0 Tracker
(07.10.2024)

lIR: 2024 lIR: 2024
UTPR: 2025 UTPR: 2025
QDMTT: 2024 © 2024 Profaqpm

Legislatio

.. _del d
- I UNIVERSITAT eaye
LIECHTENSTEIN

“lIR: 2024

SUTRPRy 2025 htenstein | Vaduz 16
QDMTT: 2024




The Global Minimum Taxation (GloBE)

GloBE-Level Playing Field of Implementation: Implementation of Pillar 2 in Asia-Pacific incl. the Middle East

. ,,HR: April 2024
N‘ UTPR: April 2025 (but uncertain)
QDMTT: April 2025 (but uncertain)

IIR: 2024

BH and KW: UTPR: 2025
Other relatt;:d ) QDMTT: uncertain
legislation or ) 4 T HK:
announcement QA: . J — IR:2025

lIR: uncertain UAE: Timing uncertain  Draft legislation UTPR: 2025

UTPR: uncertain “1IR: 2025 QDMTT: 2025

QDMTT: 2024 (proposed) UTPR: 2025

QDMTT: 2025 IIR: 2024

UTPR: uncertain
QDMTT: 2024

lIR: 2025
UTPR: uncertain SP: lIR: timing uncertain
QDMTT: 2025 1IR: 2025 UTPR: uncertain
UTPR: is deferred QDMTT: timing uncertain
QDMTT: 2025
Implementation
of Pillar 2 o
Draft legislation
lIR: 2024
UTPR: 2025
QDMTT: 2024
Source: lIR: 2025 )
KPMG — BEPS 2.0 Tracker (07.10.2024) N UTPR: 2025

) w QDMTT: n/a.
UNIVERSITAT © 2024 Professor Dr Martin Wenz | University of Liechtenstein | Vaduz 17
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The Global Minimum Taxation (GloBE)

Impact of Pillar 2 (STTR/GloBE-Rules) on Tax Revenue: Low vs. high-tax countries

Global Revenue gains by implementation scenario

M IR UTPR
200

150

100

USD billion

50

Lower Bound Upper Bound

Global implementation
- . UNIVERSITAT
LIECHTENSTEIN

B QDMTT

© 2024 Profes

m Profit shifting reduction

Lower Bound Upper Bound

Partial implementation: 70-100% of
147 Inclusive Framework Members

| Vaduz

Revenue gains by implementation
scenario
» Global revenue gains: USD 155 up to
192 bn pa
~2/3 direct gains: Top-up taxes
~1/3 indirect gains: Reduced profit shifting

» The higher the share of implementing
jurisdictions, the higher the revenue
share of QDMTT vs. IIR and UTPR

Source: OECD Taxation Working
Papers No. 68: The Global
Minimum Tax and the taxation
of MNE profit, 9 January 2024,
p. 50

18



The Global Minimum Taxation (GloBE)

Impact of Pillar 2 on the LPFT and the Tax Systems of jurisdictions to prevent BEPS and to curb Tax Competition

Neutral tax systems with an Allowance
for Corporate Equity (ACE) to prevent

Foreign-sourced passive income and capital
gains Exemptions (FSIE) Territorial Competitive Uity
-> Reduced GloBE-Effective Tax Burden Tax Systems Tax Systems €.g., a debt-equity-bias

-> Cancelled-out by GloBE!!! Foreign-sourced passive Tax Base Elements -> Reduced GloBE-Effective Tax Burden

income and capital IENGEVNSININISA > Cancelled-out by GloBE!!!
gains taxation Pillar 2: Tax Burden

Benchmark Elements
Tax System - 4
(Reference) « (I

*

I

| . . "
Traditional income- vs. expenditure- Direct subsidies and Qualified Refundable
based tax incentives: IP-Boxes, reduced CIT- Tax Systems with Tax Credits (QRTCs)

Rates, R&D-super-deductions etc. Preferential Tax Regimes -> No reduced GloBE-Effective Tax Burden

Income- vs. expenditure-based

-> Reduced GloBE-Effective Tax Burden -> Not cancelled-out by GloBE!!!

incentives vs. direct
-> Cancelled-out by GloBE!!! subsidies & QRTCs

- . UNIVERSITAT © 2024 Professor Dr Martin Wenz | University of Liechtenstein | Vaduz 19
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The Global Minimum Taxation (GloBE)

Impact of Pillar 2 (STTR/GloBE-Rules) on Tax Systems and Tax Incentives: Low vs. high-tax countries (1/2)

Low-tax countries: No cross-border or domestic BEPS possible

16%
15%

30%

14%
13%
12%
11%
10%
9%
8%
7%
6%
5%
4%
3%
2%
1%
0%

ETR

ETR without Tax
Incentives

- . UNIVERSITAT
LIECHTENSTEIN

Blended ETR

ETR with Tax
Incentives

25%

High-tax countries: Domestic BEPS possible by blending

33.3% Ordinary Profits @ 25% CIT-Rate I I
66.6% Preferred Profits @ 10% CIT-Rate

Blended ETR
20%
o
—15%
L
10%
5%
0%
Blended ETR Post-GloBE-ETR ETR without Tax ETR with Tax Blended-ETR
Incentives Incentives with Ordinary
and Preferred
Profits
© 2024 Professor Dr Martin Wenz | University of Liechtenstein | Vaduz 20



The Global Minimum Taxation (GloBE)

Impact of Pillar 2 (STTR/GloBE-Rules) on Tax Systems and Tax Incentives: Low vs. high-tax countries (2/2)

Low-tax countries: Limited cross-border or domestic BEPS possible  High-tax countries: Domestic BEPS possible by blending

é. I
ed 2
33.3% Ordinary Profits @ 25% CIT-Rate A&

’ 30% I
12; ’ 66.6% Preferred Profits @ 10% CIT-Rate

15%
14%
13%
12%
11%
10%

lo_c 9%
W 8%
7%

6%

5%

4%

3%

2%

1%

0%

25%

Blended ETR Blended ETR

20%

o
—15%
L

10%

5%

0%
ETR without Tax ETR with Tax Blended-ETR
Incentives Incentives with Ordinary
and Preferred

Profits

- . UNIVERSITAT © 2024 Professor Dr Martin Wenz | University of Liechtenstein | Vaduz 21
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ETR without ETR with Blended-ETR Post-GloBE-
Tax Tax ETR
Incentives Incentives




The Global Minimum Taxation (GloBE)

Impact of Pillar 2 (STTR/GloBE-Rules) on International Tax Competition

GloBE: Incentive for low-tax jurisdictions to implement a QDMTT

GloBE: Incentive for high-tax jurisdictions to implement tax BEPS | GloBE

incentives & to blend with high-taxed profits: Domestic BEPS .
Global Anti-

. - . -> ]
Increasing Tax Competition -> Investment Hubs vs Base Erosion

high-tax jurisdictions: Tax incentives vs. subsidies

Increasing Tax Competition -> High-tax jurisdiction 15% on source profits
Increasing Tax Competition -> Investment Hubs \

InvestCo

Substance

15% on MINE overall profits
Tax incentives for real investments: Support by

SBCO vs. SBIE -> Upper/lower middle jurisd. 4= X8 0] 13 E1 (-0 W11 (L (o -1 3 K 0 174
Strengthening of taxing rights: High-tax

IR UBEYCRUES NN/ Base Erosion and Profit Shifting vs economic activity
Residual/R&D/Digital/Capital-Profits

UN Framework Convention . e .
. N Globalisation | Research&Development | Digitalization | IP-Profits
= Allocation: Taxing Rights

= Allocation: Revenue

= New tax objectives ) . . . g
- GIoBE | GlowT Arm’s-length-Standard, DTC, Allocation of Taxing Rights: Capital Export Neutrality

- . UNIVERSITAT © 2024 Professor Dr Martin Wenz | University of Liechtenstein | Vaduz 22
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The Global Minimum Taxation (GloBE) @ OECD

International Tax Standards regarding MNE: Taxing Rights, Profits & Tax Revenue, Tax Competition

Taxing Rights | Profits & Revenue | Competition
Generation: Residual vs routine vs R&D-/Digital-/IP-Profits
Taxation: Profits to be generated by economic activities
Capital export neutrality: Reduced withholding taxes Profits & Revenue
Priority: Taxation of residence vs hubs vs source MNE-Headquarter

BEPS: Profits with substance requirements High income & upper middle InvestCo
GloBE-15%: BEPS, MNE, source countries income Jurisdictions Substance
Profit -> Substance -> Tax Shifting ETR > 15% | ETR <15% => GloBE

BEPS | GloBE

Taxing Rights

BEPS | GloBE

Profits & Tax Revenue

International Tax Standards Tax Competition

Allocation and Enforcement
Operational Activities of Taxing Rights | Impact on Tax
OpCo Revenue & Competition

Profits & Revenue

InvestCo
High, upper middle, lower middle High income Juris. & Investment

& low income Jurisdictions — Hubs: R&D/Digital/IP-Profits

ETR > 15% | ETR < 15% => GloBE ALS. BEPS. DTC. Substance ETR < 15% => GloBE-QDMTT
’ ’ ’

. 150
- . UNIVERS]| BEPS I GloBE © 2024 Professor Dr Martin Wenz | University of Liechtenstein | Vaduz Substance I ETR: 15%
LIECHTENSTEIN
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The Global Minimum Taxation (GloBE)

International Tax Standards regarding UHNWI: Taxing Rights, Profits & Tax Revenue, Tax Competition

Taxing Rights | Profits & Revenue | Competition
Generation: Residual vs routine vs Capital-/IP-Profits

Taxation: Profits to be generated by economic activities
Capital export neutrality: Reduced withholding taxes
Priority: Taxation of residence vs source vs UBO
BEPS: Profits with substance requirements
GloBE-15%: BEPS, UBO, source countries
GloWT: 2% Global min. Wealth Tax

Taxing Rights

GloBE | GlowT

Profits & Revenue

UHNWI
(UBO) Structure

All income Jurisdictions & Investment Hubs Substance 15%

BEPS 3.0: 2% GloWT

Profits & Tax Revenue International Tax Standards

Allocation and Enforcement
of Taxing Rights | Impact on Tax
Revenue & Competition

Tax Competition

Operational Activities Profits & Revenue

OpCo Structure (UBO/MNE)

High, upper middle, lower middle InvestCo High income Jurisisdictions
Fonds
& low income Jurisdictions Investment Hubs

ETR > 15% | ETR < 15% => GloBE

- B UNIVERD) BEPS | GloBE
LIECHTENSTEIN

& Investment Hubs
ETR < 15% => GloBE-QDMTT
Substance | ETR: 15%

ALS, BEPS, DTC, Substance
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The Global Minimum Taxation (GloBE)

Implementation of GIoBE and Impact of GIoBE on Tax Systems, Tax Incentives and Tax Competition

Current state of play: Implementation of GloBE worldwide
» Implementation of GIoBE in Asia-Pacific, Europe and in the Middle East

» Dominant role of QDMTT including respective tax and revenue allocation effects (QDMTT prior to CFC)
=>» Profit Shifting -> Substance Shifting -> Tax Shifting incl. Global Minimum Taxation

Impact of GloBE on Tax Systems and Tax Incentives

» Impact of GIoBE on Territorial Tax Systems (Foreign-sourced passive income and capital gains Exemptions, FSIE):
Cancelled-out by GloBE

» Impact of GIoBE on Modern Tax Systems (Allowance for Corporate Equity, ACE): Cancelled-out by GloBE
» Impact of GIoBE on Tax Incentives (IP-Boxes, reduced CIT-Rates, R&D-super-deductions etc.): Cancelled-out by GloBE
=>» Cancelling-out of reduced ETR by GloBE-top-up taxes, subject to Qualified Refundable Tax Credits (QRTC), direct
subsidies and the use of Substance-Based-Income Exclusions (SBIE) to reduce Excess Profts (not GIoBE Income)
Impact of GIoBE on International Tax Competition

» Incentive for low-tax jurisdictions (high-income jurisdictions and Investment Hubs) to implement a QDMTT
» Incentive for high-tax jurisdictions to implement tax incentives & to blend with high-taxed profits: Domestic BEPS

=> Increase in Tax Competition -> Investment Hubs vs high-tax jurisdictions -> High-tax jurisdictions -> Investment Hubs
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The Global Minimum Taxation (GloBE)

Implementation of GloBE in Asia-Pacific, Europe and the Middle East

Impact on Tax Incentives, Tax Systems and Tax Competition S = N
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The University of Hong Kong (HKU) | Faculty of Law
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The Global Minimum Taxation (GloBE) “Iiesic B

TIN-Corporate Tax Haven Index: Global Tax Havenry

14.0%

12.0%

10.0%

8.0%

6.0%

4.0%

2.0%

Global Scale Weight: Inward + outward FDIs

0.0%

Corporate Tax Haven Index Value: Selected High-income Jurisdictions and Investment Hubs

South Africa

45100 50.00

-2.0%
L

UNIVERSITAT
LIECHTENSTEIN

BEPS | GloBE
@ Investment Hubs*

Source: Tax Justice Network:
Corporate Tax Haven Index, 2021

@ High-income*

Upper-middle income*

InvestCo

Netherlands

BEPS With Luxembourg
Substance

Substance

WSS The Netherlands
—

Hong Kong Haven Score: 79.9 (max. 100)

55.00 60.00 65.00 70. 75.00 00 85.00 90.00 95.00

Haven Score: 20 Indicators with full corporate tax haven attributes scored at 100

Global Scale Weight (FDIs): 11%

_ $10,505,369,133,418
~ $94,690,323,833,261

GSW

CTHI-Value: 2,454 | Rank: #4

105

CTHI =(79.9% % 10.11)/100

*Country classification: 27
World Bank & OECD



The Global Minimum Taxation (GloBE)

Corporate Tax Haven Index 2024 | Methodology and Results (1/2)

British Virgin Islands

= Haven Score: 100 (max. 100)

G 100 + 100 + 100 + 100 + 100

5

= Global Scale Weight (FDIs): 2.9%

$ 2.5 trillion
$ 88.5 trillion

GSW =
= CTHI-Value: 3,061 | Rank: #1

CTHI = (1003 * 3/0.029)/100

=  Contribution to Global Tax Abuse:
7.1%

Switzerland

= Haven Score: 89 (max. 100)

o _93+75+98+100+79
B 5

= Global Scale Weight (FDIs): 3.4%

$ 3 trillion
$ 88.5 trillion

GSW =
= CTHI-Value: 2,279 | Rank: #4

CTHI = (893 * 0.034)/100

=  Contribution to Global Tax
Abuse: 5.3%

Singapore

C:

= Haven Score: 86 (max. 100)

S_1oo+79+100+100+49
B 5

= Global Scale Weight (FDIs): 3.5%

$ 3.1 trillion
$ 88.5 trillion

GSW =
=  CTHI-Value: 2,059 | Rank: #5

CTHI = (863 * V0.035)/100

=  Contribution to Global Tax
Abuse: 4.8%

Hong Kong

= Haven Score: 78 (max. 100)

5_100+61+100+100+28
B 5

= Global Scale Weight (FDIs): 7.1%

$ 6.3 trillion
$ 88.5 trillion

GSW =
= CTHI-Value: 1,948 | Rank: #6

CTHI = (78% * 10.071)/100

=  Contribution to Global Tax
Abuse: 4.5%
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The Global Minimum Taxation (GloBE)

Corporate Tax Haven Index 2024 | Methodology and Results (2/2)

Ireland

CTHI = (793 =

£ ]

Haven Score: 79 (max. 100)

_ 100 + 64 + 83 + 95 + 56
a 5

Global Scale Weight (FDIs): 3.4%

$ 3 trillion
$ 88.5 trillion

GSW =

CTHI-Value: 1,622 | Rank: #9

3/0.034)/100

Contribution to Global Tax
Abuse: 3.8%

Luxembourg

CTHI = (693 =

Haven Score: 69 (max. 100)

99+ 49 + 64 + 90 + 45
B 5

Global Scale Weight (FDIs): 8.8%

$ 7.7 trillion
$ 88.5 trillion

GSW =

CTHI-Value: 1,480 | Rank: #10

3/0.088)/100

Contribution to Global Tax
Abuse: 3.5%

United Arab Emirates =

= Haven Score: 82 (max. 100)

_ 74+ 50+ 88+ 96+ 100
B 5

= Global Scale Weight (FDIs): 0.6%

$0.497 trillion
$ 88.5 trillion

GSW =

= CTHI-Value: 964 | Rank: #17

CTHI = (823 * 3/0.006)/100

=  Contribution to Global Tax
Abuse: 2.2%

Liechtenstein

CTHI = (673 *

Haven Score: 67 (max. 100)

_ 64 +54+100+ 100 + 17
B 5

Global Scale Weight (FDIs): 0.1%

$0.079 trillion
$ 88.5 trillion

GSW =

CTHI-Value: 290 | Rank: #33

1/0.001)/100

Contribution to Global Tax
Abuse: 0.7%
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