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Finance (No. 2) Act 2023

2023 CHAPTER 30

PART 3

MULTINATIONAL TOP-UP TAX

CHAPTER 4

CALCULATION OF ADJUSTED PROFITS OF MEMBERS OF A MULTINATIONAL GROUP
Adjustments of underlying profits

Transactions between members of a multinational group: differences with
accounting for tax

(1) This section applies if—

(a) a transaction between two members of a multinational group located in
different territories is not recorded in the same amount, or is not recorded
on an arm’s length basis (or is not recorded at all), in the underlying profits
accounts of both of those members, and

(b) there is a permanent difference in respect of the transaction in relation to one
or both of those members as a result of adjustments to the taxable income of
the member made in connection with transfer pricing.

(2) Subsection (3) applies if—

(a) for each member there is a permanent difference in respect of the transaction
which arises as a result of adjustments made in connection with transfer
pricing, and

(b) the permanent difference for each member corresponds to the permanent
difference for the other.

(3) Where this subsection applies, the underlying profits of each of the members are to
be adjusted so that the amount of the transaction reflects the amount reflected in the
member’s taxable income.
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(4) Subsection (5) applies if—
(a) one of the members (“A”) is a high tax member,
(b) there is a permanent difference for A in respect of the transaction which arises
as a result of adjustments made in connection with transfer pricing, and
(c) there is no permanent difference for the other member (“B”) in respect of the
transaction arising as a result of adjustments made in connection with transfer
pricing.

(5) Where this subsection applies—
(a) the underlying profits of A are to be adjusted so that the amount of the
transaction reflects the amount reflected in the member’s taxable income, and
(b) an adjustment is to be made to the underlying profits of B which corresponds
with the amount of the adjustment made to the profits of A.

(6) For the purposes of this section, a member of a multinational group is a high tax
member for an accounting period (“the relevant period”) if—
(a) the nominal tax rate in the territory in which the member is located is, or
exceeds, 15% in the relevant period, and
(b) the effective tax rate of the standard members of that group in that territory is,
or exceeds, 15% in either, or both, of the accounting period that immediately
preceded the relevant period and the accounting period immediately before
that one.

(7) In this section reference to a “permanent difference” is to a difference between the
treatment of an amount for the purposes of covered taxes and for accounting purposes
that is not eliminated over time (and accordingly does not give rise to deferred tax).



