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3. This offsets the interest income

2. A “corresponding received from non-UK company

adjustment” can be claimed Deemed interest | -100.0

in the UK, but this is for Interestreceived | 100.0

100% of the deemed interest. )T 0.0

Parent Company
United Kingdom
Interest Interest
free loan bearing
Under UK CFC rul K"
1.tn ,erl thi tru ei’ an Finance Compan Company
arm’s length interest is (BVI) (non-UK)
accrued and taxable at
the level of UK company. . :
paty 4. Tax deduction e.g., in
non-UK for interest
paid at (say) 30%.
Qualifying resources Non -qualifying resources
Deemed interest 100.0 Deemed interest 100.0 Interest paid | -100.0
0% Taxable 0.0 25% Taxable 25.0 Tax deduction @30% | -30.0
UKtax @ 22% 0.0 UK tax @ 22% 5.5
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The following seven factors provide circumstances in which generally the treaty resident
is not the beneficial owner of the DTA passive income:

1. The treaty resident is obligated to pay or distribute a portion or all of the income within
a prescribed timeframe;

2. The treaty resident has little or no other business activities besides ownership of the
assets or rights;

3. The treaty resident is a corporation and its assets, scale of operations and employees
are not commensurate with the amount of the income;

4. The treaty resident has little or no controlling rights or disposal rights on the income or
assets, bears little or no risk;

5. The other treaty country exempts or does not tax the income, or taxes the income at a
very low effective tax rate;

6. Besides the loan contract on which the interest arises, the lender has another loan with
a thli‘d person with very similar amount of principal, interest rate and time of
conclusion;

7. Besides the copyright, patent and technology licensing contract on which the royalty
arises, the owner has another licensing or transfer contract with a third person with
Lo ¥espect tg the relevant copyright, patent and technology.
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