The UN Model Double Taxation
Convention and its impact on
developing countries
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UN MODEL AND DEVELOPING COUNTRIES .

Technical services

J UN - new article.
J Shared taxing power, limited to the source

State.
J Avoid base erosion and profits shifting,
allowing taxation in the source’s State
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EXAMPLE OF TAX EROSION

Income 100 Income 100

Company Tax 25 Company Techn serv ;I'ech Se*rv (Zg)
Neither PE nor FB) ncome

Tax 6,25

D|V|d nd \ 75 Dividend 18,75 \
5,25 Tax 1,31
/ Company
X

Shareholder Shareholder

State with low taxation or
Source taxation system

Total tax Total tax
25 + 5,25 : 6.25 + 1,31 :
\ Y J

Base erosion = 30,25 - 7,56 = 22,69
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