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1. Definition:

¢ International taxation refers to the study of tax rules and regulations that apply to
transactions that cross national borders between individuals and businesses.

2. Importance:

e Helps countries tax income and activities that occur across borders.
e Prevents tax evasion and avoidance.
e Encourages fair distribution of tax burden among countries.

3. Key Concepts:

e Residency: Determines the tax jurisdiction for individuals and businesses based on their
primary place of residence or where they are incorporated.

e Double Taxation: Refers to the situation where the same income is taxed in more than one
jurisdiction, which is often mitigated through tax treaties and credits.

e Transfer Pricing: Involves setting prices for transactions between related entities to ensure

fairness and prevent profit shifting.
e Tax Treaties: Agreements between countries to regulate tax treatment of cross-border
transactions and prevent double taxation.

4. Methods of International Taxation:

e Territorial Taxation: Taxes income generated within a country's borders, irrespective of the
taxpayer's residency.
e Worldwide Taxation: Taxes residents on their worldwide income, regardless of where it is

earned.
5. Challenges in International Taxation:

e Diverse Tax Systems: Varying tax laws and regulations across countries make compliance

complex.
e Tax Havens: Countries with low or no taxes that attract individuals and businesses seeking

to minimize their tax liability.
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e Base Erosion and Profit Shifting (BEPS): Techniques used by multinational companies to

shift profits to low-tax jurisdictions, reducing their overall tax burden.
6. Role of International Organizations:

e OECD: Sets guidelines and standards for international tax practices to promote
transparency and combat tax evasion.
e UN: Focuses on tax policies that promote sustainable development and address global tax

challenges.
7. Future Trends:

e Digital Taxation: Addressing tax challenges posed by the digital economy and e-

commerce.
e Environmental Taxation: Implementing taxes to promote sustainable practices and combat

climate change.

Conclusion: Understanding international taxation is crucial for individuals and businesses
operating across borders to ensure compliance with tax laws and regulations, prevent double

taxation, and promote fair tax practices globally.
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