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2 Urjelefig/eh head of “Financing for
J!—‘\/‘—‘JJF - ent in UN framework.
2 oeCret rlat therefore is in UN Department

=0 £onom|c and Social Affairs (DESA) —
*,, Financing for Development Office.
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=F0llow -up in Doha Declaration — end of
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hy “Fmancmg for - -
Devé\ﬁpment
SNV Ideas:
SREACH country has primary. responsibility for its own
ceonomic and social development, and the role of
Aational policies and development strategies cannot
— _a-éaie ‘overemphasized. At the same time, domestic

-feconomles are now interwoven with the global
~ _economic system and, inter alia, the effective use of
~ trade and investment opportunities can help countries
to fight poverty. National development efforts need to

be supported by an enabling international economic
environment.” (Monterrey Consensus, para 6)
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Moriterrey.Col Consensus-oﬁ‘ﬂ’ﬁ*’
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ASpects of Financing for: Development
\_/_r_]_\_r._\l NS Cooperatic -

1 _)J_r.g estic resource mobilisation (important tax
JUJ:) n'development — schools, hospitals, roads
eter =t isn’t only about avoiding double

’tlon, even though that’s important — see 2.)

= _,-.,’ | ﬁorelgn direct investment (importance of
= _fmvestment to development, so 7ot anti-
~ — business)
= 3 International trade

4. Official development assistance

5: External debt

6. "Systemic” issues ("voice and participation” of
developing countries in norm-setting — an
important tax focus) 3
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N Tax, Commltptvee}‘ -

.

2 W)= pfr JidE
UNICommittee of Experts on
anr 1ational Cooperation in Tax
JJJ' fters ("UN Tax Committee”).

o/ ubS|d|ary Body of The UN’s Economic
= nd Social Council ("ECOSOC")

l'

0 Current iIssues of whether it should be:
— An Iinter-governmental body;
— Better resourced.

¢ See the Secretary-General’'s Report at:
http://www.un.org/esa/ffd/tax/
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http://www.un.org/esa/ffd/tax/

1 date of the UN Tax
Commlttee-l“'

(J) r{evl\\ 2] | p ne Ugligel

/ J r/ Jj’ ejelz)] Doub/e Taxatlon Con vention
eenpeveloped and Developing Countries

e Manual for the. Negotiation of Bilateral

X< reat/es petween Developed and Developing

‘i’ 3~Prowde a framework for dialogue with a view
,..:j% to enhancing and promoting international tax
_ cooperation among national tax authorities;

® (i) Consider how new and emerging issues
could affect international cooperation in tax
matters and develop assessments,
commentaries and appropriate
recommendations. £
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vdandate of,the Committee

P

—

(IV)IVake recommendations onl capacity-building
GIERLHE ,rowsmn of technical assistance to
,IaveL)c ng countries and countries with

ecx omies in transition; and

:::%f rvé special attention to developing
-countrles and countries with economies in
’tr_an5|t|on iIn dealing with all the above issues.



SOIIPC tloljg}heﬁnm

J (”J”r)rjcar OIFCWET \ AV EMDErs™ e"‘ '=.
D/AE rnments and acting in their personal
fJgJFN\

2 J*“Jr-‘("l"" G To reflect an adequate equitable

JEvgraphical distribution, representing different
= tax systems.

{ L ﬁ|30“"teC| by the UN Secretary-General, after
= notification to the UN Economic and Social

~~ Council.
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o Termof ifickisuiotimyeziisa(@nchoieliisnA0ie)
SRVIEE N ayearly basis for no more than 5 days
GONEIIESIoN a subcommittee system for papers
AIUCONLALING WOrK).

SRBlFothers attend and actively participate in its

== AnRual Session — especially from other country

\’ie‘r’nments, business, non government

~organisations, advisors and academics. People
-~ from those sectors also participate in
- subcommittees.
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anarcountrys

pMorocco.

EGYPY p—

SO J-\J'J‘]“"

NIgETia Germany*

Ghiana e

Senegall Norway*
e Switzerland*

-
—

United States*
S New Zealand*
== Japan*

== Pakistan Bulgaria

- Barbidos # Though nominated by countries,
Chllt_e Members serve in their own
Mexico* capacity
Brazil * Denotes OECD Member

11
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the Committed
Work of:the Committ€e
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IIEIISESSIon ( 5y days a year maximum)

7S SIOn 24 — 28 October 2011
((“J eva)

comm mittees and Working Groups

12



‘

__ Suk comn"1'i" ttees
Vyo ngro

REVISIONIOIAVIOUEl = oVerarching
SEIVICES e
)JJr)Jse, Ri solutlon
ifensier ‘Pricing — Practical Issues
=—F"Ma 'ua]*for the Negotiation of Bilateral Tax
= Jreaties
—3 “Capacity Building

= Capital Gains (Article 13 paras. 4 and 5)

13



ihe UN Model Tax Conve
ouble-‘FaS(-Treaty ork

PN OTIGNIISLONY = COMMENCINGI 1921 |nt e League Of
l\LJrlonJ ( N S| Predecessor,)

J15)1 ///.-v Wodel completed — more source State oriented.
194184 Loy on Mode/ completed — more residence State oriented.
| )z}e‘ﬂi mted Nations Fiscal Commission established (continued to
== \ﬁc cuntil 1954).

o ate 195075 —the Organisation for European Economic Co-operation
s?:::- - '(OEEC), begins work — precursor to the Organisation for Economic
= (Co-operation and Development (OECD).
- e 1963: OECD Fiscal Committee begins drafting a Model.
e 1968: UN starts work again — AD Hoc Group of Experts formed.

e 1977: First [non draft] OECD Model “ OECD Model Double Taxation
on Income and on Capital”completed. (Most recent version: 2008).

14



T

..

R

' x“q Brief Hist .
AWery Brie IStW
UN' Mozl“I‘H%Conven ion =

197%; J/‘/“ anua/ for- the: Negotiation of Bilateral Tax
/) ff"J_./::’j' petweer. PDeveloped. and Developing Countries,

12)0 ‘F Moa’e/ Double Taxation Convention between
: J-* e/o,aed and Developing Countries, 1980 and revised
L‘.;:: =1n"2001.

'_; "'=€urrently UN Model and Manual are under further
'j' revision, with a view to a new version in 2011.

e UN Committee of Experts on International Cooperation in
Tax Matters is the custodian.

—
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SBmeDifferences to the OEEFD'I’IoggI-»

2 N j\j]JC' AN \' e ‘*." C
.l\/:lj].-U at
= www n org/esa/ffd/tax

S ES] adifference attitude to preservation of
=0l urce [such as place of investment] state
xatlon rights In certain instances.

L

'In ‘the “distribution of taxing rights” to avoid
double taxation, more is retained by source
country, with credit or exemption required by
residence country.

prHeraoclment

16



SPIICID; erences to the OEg,Dmogglf
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JJJrr*" Statenexeatio) EETHHIETEIJWET———
IgLETIIC tlonal Iaw W|thoutatreaty, SO ItIS a
rJJer P ofthow much you give away of that
u,s 10 Tlght N the treaty for:
= obtaining the treaty;
e ,:-:9 . encouraging investment, including sending
= positive signals to possible investors;
= -"__ °* palancing capital exporting/ importing interests;
: and

* avoiding double taxation (although double
taxation will often be unilaterally avoided by the

other country’s domestic legislation anyway). %



Someifferences to the@é@ﬂﬁ‘e’dé‘l'

: -rlghts and openness to investment.

- * Not necessarily a developing/ developed
country divide on every Issue, e.g. Australia,
Canada and New Zealand have traditionally
taken some strong source country positions.

18



SomeiDifferences

> Arficla § (Perrnslnen

— [SvE] fjf CONOMIC engagement requwed to justity.
SOUICE Ca Untry taxation under treaties

-
—

greater 'Source state taxation rights preserved under

19



erences to the OE Model.
ces to the OECB

CNEOMPASSES:
=2 (b)" The furnishing of services, including
B consultancy services, by an enterprise through

—~— e

S =~ employees or other personnel engaged by the
= ~— enterprise for such purpose, but only if activities of
-~ that nature continue (for the same or a connected
- project) within a Contracting State for a period or
periods aggregating more than six months within

any twelve-month period.”

20
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Some)Di erences to the OE mloggl'

- ——

J Or(”J—rJJ SPEGIa ,)rovbum for.servicesbut
SEIIENtaESTare antimportant part of the differences
Js.r.weep the two Models

2 of(“ _) 08 Model Commentary:

= he provision of services should, as a general rule subject
_.;; — to a few. exceptions for some types of service (e.g. those
= covered by Article 8 and 17), be treated the same way as
= other business activities and, therefore, the same
- permanent establishment threshold of taxation should
= apply to all business activities, including the provision of
- : independent services.” (para 42.11)

- "“_L
=

21
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Some L .f.eregces to thwmbdﬂr

Article 7 e

J | Jer—m oOff attraction provision in UN
J\/]JJJ- 5

=1 {f the enterprise carries on business as aforesaid, the
= roflts of the enterprise may be taxed in the other State but
f = -—»only SO0 much of them as is attributable to (a) that permanent
o j‘establlshment (b) sales in that other State of goods or
—  merchandise of the same or similar kind as those sold through
- that permanent establishment; or (c) other business activities
- carried on in that other State of the same or similar kind as

those effected through that permanent establishment.

22
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SomeiDi

- e -
erences to_ the OECD )Models
Artlclg s forceef mamamrule_-_—
HETET ore extends attrlbutlon beyond the

= ]rl. elf

= g 1ted to Article 7 - not extended to income

= S from capital (dividends, interest and
— _ —'royaltles) covered by other treaty provisions.

~ — Neither sales through independent

- commission
agents nor purchase activities would become
taxable to the principal under the rule.

23
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SomMeD] rences to the 0, moggil-»

—
o

\rrlr*la — — =

—Fple)s e supportlng I|m|ted force of attraction
(m,us ‘don’t use) point to the administrative
1E] ,ﬂts because it is not necessary. to

" precisely determine whether particular

&~ activities are related to the permanent

= ~ establishment or the income involved

—

-~ attributable to it.

1
\ \jgs.
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SpmelDifferences to thg_og,moggl-»
W7

- R
SOECD Mode! s changing = culminati

“.errr WO Gl profits” project.
2 WrkElge es it mean for developing countries?

= RE wrement to give deductions for notional interest
== 5 ﬁd royalty flow between parts of the same entity.

= = Bt no countervailing right to tax such “notional

- J-

~ payments”.

~~  — Complex
- — Impact on source countries? How many OECD
countries will follow it?

® UN Model does not require this — another key “fork in

the road” between the two Models. s



By T

B

T - R
SomiEDifferences to the OECDIModelk.

SVATUIEIE 10 (Dividends)™ -

. —

- ——

\.’

- —

— Maudgus WeEE raliagat sgeeiijzel (Sugjdeaionlsejeilie)

sompared to/5 per cent inisubparagraphi (a) for direct
vestment-dividends and 15 per cent in subparagraph (b) for
ponueliolnvestment in the OECD Model

- the UN‘negotiations considered the OECD rates too low,
sbutieach country should make own decision — the UN way.

=
I = -
- R, ©

g ,:'“-i “Best approach for UN Model is to explain pros and cons in
= different situations.

\

BT

—

— ’:: 'L_ack of rate specified reflects greater developing country.
-~ diversity than in the OECD — though even there we find
increasing diversity.

26



Some Differences to the OECDJ) gﬂ_'éj,

1 | aYy - ) - Yo
SAVLIGIESININ(RLEREST

5 nNet specified

BN16ans will often spéafy a net return after WHT, so Is
l n]ﬂ rate just crippling your own people’s
COI| etltlveness?

e t on the other hand a benefit to individuals may
e -ﬂot Pe a direct substitute for a benefit to the revenue,
.«_ — WhICh can be applied to public goods.

~~  — Some countries were concerned at forex outflows as
- well as revenue losses. Nowadays?

— Again, each country must weigh up pros and cons of
higher versus lower rate — UN Commentary fairly

addresses the various issues. .



SomeDift ernces to the OECD)M odel|.
J Arrjd 12 (Roya |e ‘= source state taxation of
rJ\/,JLJl-‘\ Snlepproachellowed by abouthalfiofis
e OE CD countries also.

= ,)r} of transfer of technology?

1ght to return of IP owner — recovering R&D?

= Beneflts of new markets?

= — Feellng among many developing countries that the
=~  technology they get tends to have costs recovered
- already; how true is it nowadays?

e -

- =

v.i

— Importance of WHT as an administrable tax for
developing countries?

28



Some|Differe nces t'Tﬁe OEC
SAvTicle 13 (Capital Ge .)- -- %=

qares In land-rich

e

NNNNNNE""__ em——

- -

— elfe) —y"‘ anation of S
("Jff]f‘_-

= Lnill enced the OECD Model (source country.
..,¢c erents in the OECD!)

—

29



Some Differe ces to‘t’he OECDﬂ.O‘d‘é'
Arilele 14_(Inde %gnt Persenal

w—‘fVJud*
- JAJAr* from OECD Model.

— U \J )4 G|E| includes a 6 month test, even without a
il *base [or having to prove it].

= *E Tax Committee discussed possible deletion, while
== - '*'seeklng to preserve source state taxing rights.

f ~ — But a lot of support for Article 14 as differentiated
~ from Art. 5 (e.g. fixed base vs. PE, Non
- Discrimination consequences?)

— It will stay, will be examined for possible
improvements, and deletion will only be an option
addressed in Commentary.

30



SPINE Differe Sl tqthy@'
2 Art]cle{‘ (Other Iﬁgﬁ‘é)_‘;

SECllERS = OLHE INCOME™ seUt od'in trea Par nér
IeyAbE taxed by that State.

- Add]"r‘ Article 21 of the OECD Model Convention. It

ishintended to permit the country in which the income
B aliSESito tax such income if its law so provides.

- —_—
J— -
-

-

;:’j@*c—her\'/vise only the residence country could tax, even

-"":_ - though income arises from its treaty partner, rather
' than a third State.

— Adain respects source country taxation rights in the
“carve-up” of taxing rights needed to avoid double

taxation.
31
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orer E!ationshigs to-thewma?f'
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e _— —

> Arb]trat]o; discussion and dispute resolution in tax
algjras "needs to be Improved, but issues include:

— [ glji} 5“cus better put on improving Mutual agreement
j)rr r'- G ure? |

== (Cost for developing countries — extra budgetary allocations as
', —-«-;: ~ -mpared with MAP and courts (where judges and facilities
~ otherwise paid for)?

—-:_P—P

~—~ — Need for foreign exchange?

'-3.3- E
——

h

e Developlng country arbitrators/ experience?
— Inherent developed country advantages?

— All' need consideration and suspicions need to be addressed — the

UN is a good place to do that. =
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- -
OuieRRel |onsh|ps to the OEC

e ————

o Article 28 (E n 2rle g of nrorrrurun Wﬂmﬂlﬂfﬂﬁl-

dIIENENCES; OF D changes adopted for inclusion in next

\I

varsiogl e N odel as regarded as suitable for developing
SOUNLIES:
IS5UE ( {automatlc exchange of information and the UN and OECD

33
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o~
OthienRe J'-IOJ]E%:: to the O

2 Ariicle 27 gi .© (“ CP) MJJ—'J SN 'Jl—' AgreedNorEXtVErSior
of Macllf s .) juse! 'Seen as potentlally beneficial for at least

SOIIENG JA\/ébs countries.

2 Wil & e
J-‘F‘/_/£-l

-
-
—

-y

énérally be greater convergence or divergence
e UN'and OECD Models?

C——
S O —
o —

-
—
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Ve d’l-e QE«T ax-'l'rm

P

S HERINVIOAE! NEIps nen-C
JECOUEL |on efforts.

— Heedejs lises [eaitimacy. of preserving source country
LeXl enin bilateral treaties.

= ASS i5ts 10 administration and combatting tax
: _,' VOIdance (exchange of information & mutual
- “assistance).

-

= -_‘— Shoeuld be differentiated from the OECD Model by its
~~ focus on issues that may not be accepted — or even
2 - raised - in the OECD e.g. legitimate source country
positions and practical administration issues for

developing country administrations.

-

® countrles N

‘ . “\ ‘1‘1 \‘
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5 -r
Ayaliie’Adc ‘of‘thggﬂﬂ'axw CGenerally

i

= R

= rrJJJré» Wldespread participation in norm-creating
WJF:&" 2 countries in the UN, 34 in the OECD.

\éd

=B g@od OECD etc work can get wider
)Nnershlp - avoid unnecessary proliferation of

ifferlng norms and guidelines — and unnecessarily
-=-h|gh tax compliance and collection costs.

‘.."
"
—
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dransrer Prieﬂ;gf:PraGti@ng

S vstnd e

2 2009 Aglgltizilsigssieg

— [ax f"Jn mittee responds to perceived lack of

J_er* ant clear and relevant guidance for developing
GO ries on the policy and administrative aspects of
- ég- ymg transfer pricing analyses to some of the
& transactions of multinationals.

— ‘Agrees to preparation of a practical manual by a new
f’f- —=-'-subcomm|ttee

~ — Others (incl. OECD and WB) have focussed on this
more since then — a vindication of the work, not a
reason to stop working in this area.

37
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Subcommittee on Transfer

— — MEaI Issu
2 Melplelz]ee -
CIEVEIGP: 'practlcal manual on transfer pricing, based
Of) ,nrﬁ' oIIowmg principles:

J) J‘- Bt it reflects the operation of Article 9 of the United
= Nc 3tions Model Tax Convention, and the Arm’s Length
__--:‘ *rmuple embodied in it, and is consistent with relevant

_Commentarles of the UN Model [these “recommend”
~ following the OECD Guidelines].

b) That it reflects the realities for developing countries,
- = at their relevant stages of capacity development.

C) That special attention should be paid to the
experience of other developing countries [i.e. South-
South sharing of experiences].

d) That it draws upon the work being done in other forass

i -— R

—
v.
‘-.
—

—

l | '”?T\‘t il
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Transfer BE.icing-MamﬁPh S—
o Cornpletedrafe kit o zldogio sttt A g s

JIeXaCon fif

mittee Annual Session.

2 Or),)Jrl‘L nltles to comment (including at Tax
Ce Jrn ttee Annual Session 24-28 Oct, Geneva).

J | ke y to be a roll-out of Chapters as they are
mpleted

g:i-'-ﬁ'lﬂtegrated iInto renewed UN (and hopefully
~ other) capacity building efforts.

® \o easy path! — no budget, no contributions to
UN Tax Trust Fund. Some strategic Norwegian,
German support, however.

39



sfel;ﬂgmg Mamﬂp_ —

r\r‘J.]J r — J..
— Wru sort o approach mlght be appropriate for a DC
2t | artlcular stage of development, and in line with
[LSH rw 1 SOVEreign priorities; e.g. at what point is a
| Jr CIfIC IiP regime a distraction/ unnecessary/

= dwsable/ necessary?

- f ——’*TP should be understood as a journey — how should it
= = be planned — a staged approach? initial focus areas?
— Integration with other aspects, e.g. general
iInvestment promotion policy, dispute resolution
policy, risk assessment and audit capabilities and

priorities.

e
m—
S—

Z10)



sfel;ﬂgmg Mamﬂp_ —
r\r‘r\ of - -

e nraHniSHIENGth PHCEMG (ALP) 'approach be
addj?_ in'a way. that better works for DCs

(€specially by allowing focus of limited resources on
areds off greatest concern at a point in time, and by

—v

A_; T ducmg levels of data seeking and crunching
== required for each individual case) and stil/be ALP?

g:’_’ = Can we learn from e.g. Brazilian fixed margins, use of

[ 4

— — “safe harbours” and even the “formulary
- apportionment” debate, to make ALP more
“workable” for both governments and taxpayers, yet
still be identifiably an ALP approach?

— How do we fairly deal with the imprecision and
complexity of ALP and distribute its burdens? 4




T

—_—

an fe%ng-l\da

-

Arezls of fgels N—
— ReleWlgle é'-‘ anguage and readability to non-
J,)"“"JJ S

= fm,)u ng/ adding examples and inputs from

Jey' JOping countries and testing to see if it meets the

== eed_s (Upcoming meeting).
3 .’ —Recognising there are not single “developing” or

= “developed" country views.

— Integrating into capacity building efforts of ourselves
and others.

42



ansferPricing Mamﬂp_“"

\J’!“JJ O] " s, - )
= rL)r Bfil ly-greater collaborative work, including
puttnot [imited to: the G-20 context, OECD,
Wi | 'IME, regional and broader associations of
- ta admlnlstratlons UNDP, UN regional
£ commissions, development banks:

- = But in that collaboration we must stay true to
':’; ~— the UN's global mem :>ersh|F mandates and

~_ perspectives and particularly to the voices of
developing countries.

—
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: apagg;Building

AL r)JrrJ Wendats rJr‘

,,__.

> JJJJ]-"- sharing of successful tax
pw SCL, a partnership with the Special

evelopment Programme (UNDP), anc

-

elysdue;toss

ESOUICIAGH sues OUETMpProving (see S-G’s
r{er)Jr on Intl Tax Cooperation at paras 16-17).

DraCtiCes
Unit on

SeUth=South Cooperation of the United Nations

two non-

governmental organizations, the New

Network.

Rules for

~ Global Finance coalition and the Tax Justice

44
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apagg'Building,J _—
o ObjectV2 o SAEFP S to fele ezt (gl el SN
SElNGRaNE COOPERAUONTATtax administration
dliGRlEX POIICY among  developing countries.
MAISOIaIMS to facilitate developing country input
fitertne work of the Tax Committee, including its
gStpcommittee on Capacity-Building, and to
= ensure greater access to online and face-to-face

p—

—  courses by developing country participants.

—_— —

» The Governments of Germany and Norway have
Erovided some funding for the project. IBFD
as also assisted.

—
S—
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apagg'Bmldmg} -
o Ir) zlclelie onpthe ﬂd—--
JJr“uJ Affairs has deve Oped’a broader strategy

OTIIC a'city development in the tax area through
WIE orr dnization: of training seminars (including
prrdouble tax treaty negotiation and

adn ninistration and transfer pricing

= mmlstratlon)

=" epends on the allocation of funds under the
== Unlted Nations regular programme of technical
"~ cooperation, including one dedicated post of
mterreglonal adviser.

o —
et
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pagg'Bwldmgb'

AGIHER :,ru:, orimplementationwillibe
Jrn.r.e,J Nations Development Account project,
titlEd ™ Strengthening capacity of national tax
G ISt jrations of developing countries in Latin
r\m\—\ Gal to reduce tax transaction costs and
J}@ 5By maximize their tax revenues”, intended
wre pe carried out in cooperation with the Inter-
== American Center of Tax Administrations and
’555 "~ others.

~ » We see this as a “pilot” for similar work in other
regions.

-

c
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Sme Common QHM’

-

SR I BIWAGBESIthIS TElate toWork of other agencies — s It
just eyl catlng or Is it creating a separate set of
gidelines’? [IA: it is neither; applying the UN

PEISPEC Stives and mandates to this issue where they
Jjj ] rom other agency approaches or add to them is
] 100 ¢ dupllcatlon though we should have good lines of
— communication. Rejecting unnecessary duplication does

-—
-—

'., “not necessitate monopoly provision of assistance].

~» [s it business friendly or unfriendly? [A: it is “good-
business friendly” in terms of compliance costs, but will
allow countries to more robustly assert legitimate taxing
rights].

48
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= Gog]@gn-QuesW

——
o —

) Wny Sithe UN P Work sUpporting Arm’s Llength' Pricing
rzltpler _nJ \iformulary. apportionment? [A: it is the
lmma_he e practlcal focus of DCs looking to TP issues at
,)rwg t-— does not preclude other “tracks” being

{COIIS| er_ed - the Committee wishes].

=\V at else can be done practically to deal with data,
:-knowledge skills gaps. [A: creative, needs-responsive

- thinking and action needed to reduce these deficits and
- the impact of them].

‘-,
——
—
.-.’-
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Final Refl ectmns)“'

SNTIpoant M S '_,JF:N Dl rasHONSEMAY.
IOINIENIGILTON EVER Wty —LDEs Immediate
EEGShave; to be addressedI

Az

SRVIISEHbE al genuine effort to meet needs and

r)rJ,_Lc ties oft developing countries, not “pushing

= products”.

.; mportance of UN working with others, including

"IMF WB, OECD, UN Regional Commissions,

- Regional Development Banks, UNDP etc, with a
focus on meeting the capacity development part

of the Mandate in a very practical way.
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HeWIdowe ensure DCs have - and can in
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2t rrr ‘table in Selting norms, not just receiving
Jr cl plementlng them.

""" can the UN work be better supported by
.countrles and how can it best earn that
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o \Website:http://www.un.org/esa/ffd/tax/
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