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CFC Tax Regime

8. An lIR is not included in the definition of a CFC Tax Regime. Although CFC Tax Regimes impose
tax on the owners of a foreign subsidiary, they are distinguishable from an IIR in that, the Top-up Tax under
the IIR is initially computed on a jurisdictional basis so as to bring the tax paid on excess profits in that
jurisdiction up to an agreed minimum tax rate. Those taxes are then allocated to each LTCE in proportion
to that Entity’'s GloBE Income before being brought into charge by a Parent Entity. Given the policy and
mechanical differences between the two, a jurisdiction is not required to replace an existing CFC Tax
Regime by introducing an IIR and, therefore, is not prevented from employing both an [IR and a CFC Tax
Regime in its domestic tax laws.

(tHPfr) Tax Challenges Arising from the Digitalisation of the Economy — Commentary to the Global Anti-Base Erosion Model Rules (Pillar Two)d&bhik#% 9
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