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2011 Annual Session Repolt o

Byarseveral mempbers expressed concern

SV EIp e COIIPRENERSIVE CliangEST PIroposeEd

IgRE commentary on article 8. It was

Auiedithat the changes would widen the

SEOPE Of the article and therefore needed to
BJErdISClISSed 1 detail In order to assess

= {heir implications.
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= e 38. Consequently, the OECD commentary
-~ paragraphs added in 2005, which referred
to the iIncome from directly connected and
ancillary activities of shipping and air
transport enterprises, were removed. ...




— _
2041 Annual Session REpOnt o

J-m as decided to include in the cataloegue
[Ssues for future discussion the term

) liany” in the context of the auxiliary
vities that would come within the

r_atlon of the article.
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—
WhysthisiNotess

IIPOSETC addresstheissues involved in
J9 ratlng the concept of “auxiliary”
Vities, including as proposed in the

)¢ ument prepared for the seventh

: FSession of the Committee.

== Paper (as adjusted following discussion, if

: pAecessary) and 2012 annual session report
will assist the Committee to take the

matter forward.
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(61 nr-rent (2011) Commentary =

7.5} pRING2nd altranspont,

I erprises particularly the latter -

or Enrengage n additional activities

T gre or less closely connected with
Je direct operation of ships and
lircraft.




i
Current Commentar_yf -

S Altheughiit Would be out ofi the
er"o 0 lISTNEere ¢ erauxiliary
EIC, wyities which could properly be
of ught under the provision,
evertheless a few examples may
= ﬂsefully be given.
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_: =% 8. The provision applies, inter alia, to the
- felloewing activities:




Current Commentanys

rl)"'r' a'sale of passaage tickets on behalf of
JI‘ er enterprlses

= o the Operation of a bus service
: C nnectlng a town with its airport;

,_,*.__me) advertising and commercial

—1 .-‘I-'-
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= propaganda

* d) transportation of goods by truck
connecting a depot with a port or airport.
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Commentary Issuess

Eent Commentan/Uses the term
selXxiliary activities™ a term superseded
‘rJ“ )ECD by “ancillary activities”.
the OECD usage a more effective
jeans of distinguishing these activities
._-,-E-FL_ rom the “preparatory or auxiliary”

—_
.-I—'i'__., .--1_

_:-_-_j“—' activities addressed in article 5 (4)?
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BROECD Wording since 2005 s

BB ctivities that the enterprise does
rj_jrls" Heed to carry on for the
PUfpPoses of its own operation of

hlps Or aircraft in international

“traffic but which make a minor
_contrlbutlon relative to such
operation ...




S——
OECD \Wording since _2005" s

pandrare so closely related to such
PpPEration that they should not be
garded as a separate business or
-_._-J_s of Income of the enterprise
= Should be considered to be ancillary

_F'

= {o the operation of ships and
: aircraft in international traffic.”




- S Differences

S i S s e .

- UJ\ Sommentary: says examples
“coyt)le properly be brought under
r e prevision™.

== -PGECD Commentary appears clearer
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~—  On coverage.
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_ Ex_c?mples —
SENVICES

pr—

SUINHViedel refiers to town to airport
SBUS services.

Model limits to bus services

= Operated primarily to provide

access to and from the airport for
Its International passengers.




Examples

R

SRSOmE of passengers/ Cargo Carrled 0)V/
OLrler Gelfrle

ENGit listed in UN Model (though it is a non
Sexhaustive list).

Code sharing and slot-chartering coverage
= unlikely to be controversial in policy

— “Earlier sallings” — policy unlikely to be
controversial — whatever the view on the best
woerding.




Examples
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> pilelgle Transport legs ofi Int’l Transport

=yealt With more Comprehensivelyﬂun'der OECD
'ording

EUNIModel uses separate examples (trucks,
buses) and does not distinguish profits of
SVarieus enterprises involved.
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ﬂw;_'_— Addresses Issue more broadly in para. 9 of
| Commentary — but only in relation to goods
transport.




Examples

PNNCket Selling

— (‘:C_,P elalprates meKeiclosely. on Which cases
Elfe suiicrently related— a useful clarrfication?

r\rJ\ ertlsmg
ECD example covers magazines.

: @n peard advertising Is becoming more prolific
.T ~and diverse in kind.
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= — Should there be more elaboration or are any
' such profits unlikely to be the subject of source
State taxation anyway?

— IIn any case, reference to “propaganda”
outdated.




Examples

- Corrtallgleigs

gD deletes referernce to contarmerisation as a
m £t phenomenon” — clearly out of date.

— _Jf |ted Nations Model does not include container
JZ" aSnithe para. 8 indicative list of auxiliary

— CthltleS) though not being mentioned Is not
':‘ = |tself conclusive.
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Examples

- Corrtallgleigs

B e OECDNYOUEI takesSTthe View that™(p)rofits

de gvedioy anrenterprise engaged in international

£ hsport rom the lease of containers are usually
Siuher dikectly connected or ancillary to its

= :- peratlon ofi ships or aircraft in international

f‘ trafflc and In such cases fall within the scope of
——— = the paragraph™.

pm—

— A stronger presumption of inclusion than what
currently exists in the UN Model?
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Examples

> Cortzllplees
BNENOECPNVIGderadasrar clarhcation:

— “?__{3 same conclusion would apply with respect to
profiitsiderived by such an enterprise from the
oy t-term storage of such containers (e.g. where

= '—--'5‘* he enterprise charges a customer for keeping a
S _Ioaded container in a warehouse pending

— delivery) or from detention charges for the late
return; of containers”.
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Examples. .

> Provicile gBedS Or SERVICES te Other enterprises
BPECIY example on - pooeliing services” — a useful addrtion?
- JJ“JI ‘ise Transit Hotels

— rlr iBIE for “no other purpose” than transit passengers —
m ltided in the ticket price.

= ._e_Ietec_i Inf OECD Model — a worthwhile and practical
&= exception?
= ’5—-:“' == Do they exist? If so clarification may be appropriate.
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= Alavestment income

- — UN Model does not give exceptions when investment
Income IS so Integral to operations as to be directly
connected — and thus covered by Article 8.
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