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United States (US) Government officials this week offered their insights on the
ongoing global digital taxation debate. A senior Treasury official was quoted as
saying that certain exporting and headquarters jurisdictions may need to accept
a modest reallocation of taxing rights to market jurisdictions in order to achieve
global consensus. He indicated that a certain loss of revenue by some countries
may be the price for reaching a coordinated, coherent solution to the digital
taxation conundrum. The official cautioned that absent an agreed-upon global
solution, unilateral measures will lead to more complexity and “enormous risks
of double taxation.” He also said that he expected the arm’s-length standard
would continue to apply in the great majority of transfer pricing cases, but that
some other approaches may be necessary in some instances.

Another US Treasury official this week touched on the Organisation for
Economic Co-operation and Development (OECD)'s ongoing pillar 2 consultation
work on finding a common global anti-base erosion and profit-shifting approach.
The official suggested that while it is too early to say how the global framework
may be crafted, a future OECD standard may lean towards a “looser consensus
and not being highly prescriptive about how you implement the basic goal of
achieving a minimum tax rate.” He reiterated earlier cautionary comments

by US Government officials that there are significant design complexities and
technical challenges associated with a minimum tax regime.
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In a 16 April release, the Internal Revenue Service (IRS)
Large Business and International division announced
three new compliance campaigns targeting captive service
providers, offshore private banking (specifically targeting
offshore accounts), and “loose filed Forms 5471." The
goal of the captive service providers campaign is to ensure
that US multinationals pay their captive service providers

an arm’'s-length price for those services. The IRS plans
to use issue-based examinations and soft letters in the
campaign. The goal of the Form 5471 campaign is to
improve compliance with the requirement to properly
attach a Form 5471 to an income tax, partnership or
exempt organization return.
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