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UNSHELL –Tax Consequences: 
Simplified proposal

Working Party on Tax Questions (WPTQ) 27 September 2022



• Art. 11§2 sub. 1-2: treatment of purely EU scenarios (EU Payer + EU 

Shareholder)  remains the same

• Art. 11§3: treatment of real estate and other luxurious property scenarios (no 

income flow) remains the same

• Art. 11§2 sub. 3 & 4 will be reduced to accommodate the following scenarios 

alone, i.e., in scenarios beyond the following art. 11§1 will be the sole rule. 

(i) Non-EU Payer paying royalties to EU Shareholder;

(ii) EU Payer paying royalties to Shareholder (in the EU or third country) with a potential final recipient 

a non-EU Third Party

A simplified art. 11 



Scenarios where there is income flow (art. 11§2 subpara. 3, 4)

• MS of the EU payer / EU shareholder shall disregard tax treaty concluded with MS of shell

• If the payer is outside the EU, the MS of the shareholder shall tax the income of the shell in 

accordance with its national law, as if it had directly accrued to the shareholder & give 

credit for tax paid at the MS of the shell or at source 

• If the shareholder is outside the EU, the MS of the payer shall apply withholding tax in 

accordance with its national law

• The rules of the Directive are without prejudice to tax treaties with non-EU countries

If non-EU payer or shareholder/third party receiving on 
shareholder’s behalf



Example 1: Non-EU Payer – MS Shell – MS Shareholder 

B Corp

Shell

C Corp

Payer

A Corp

Shareholder

Dividends 100

Royalties 100

MS1

Dividends are tax exempt 

under national law

Non-EU State

No WHT

MS 2

Low-tax MS for CIT

No WHT under PSD and

national law   

B Corp

Shell

C Corp

Payer

A Corp

Shareholder
MS 1 

Royalties are taxable 

(CIT) 

Non-EU State

No WHT (or national 

WHT 20%)

Before UNSHELL After UNSHELL

Royalties 100
MS 2: Tax treatment in 

MS 1 does not change. 



Example 2:

Non-EU 

State 2

B Corp

Shell

C Corp

Payer

A Corp

Shareholder
Royalties 

Royalties 

D Corp

Third Party

Before UNSHELL After UNSHELL

MS Payer – MS Shell – Non-EU Shareholder / recipient:

Payment to non-EU third party on behalf of Shareholder

MS 2
National WHT 20%

B Corp

Shell

C Corp 

Payer

A Corp

Shareholder

Royalties 

Royalties

D Corp

Third Party

MS 2
No WHT

Non-EU State 

2 (no transaction)

MS 1
No WHT 

(National law 

and favourable 

DTC with Non-

EU State 1). 

Non-EU State 1 Non-EU 

State 1 

MS 1
Tax treatment in 

MS1 does not 

change.

The 

payment

from C 

Corp 

suffers

20% WHT.
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