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On Ju ly  26,  2021, the competent  author i t ies  o f  the Uni ted S ta tes  and the Uni ted Kingdom entered

in to an arrangement  (Brexi t  Arrangement )  in terpre t ing the US-UK income tax t reaty .  The Brexi t

Arrangement  prov ides that  notwi ths tanding the UK’s  ex i t  f rom the European Union (commonly

known as Brexi t ) ,  the UK wi l l  cont inue to be t reated as an EU member s ta te  for  purposes of  the US-

UK Treaty ’s  “L imi ta t ion on Ben ef i t s”  c lause.  The Brexi t  Arrangement  i s  sens ib le ,  and avoids a

per verse resu l t  where in,  fo l lowing Brexi t ,  i t  cou ld in  cer ta in c i rcumstances be eas ier  for  a UK

company owned 100 percent  by non-UK EU share  ho lders  to  qual i fy  for  US-UK Treaty benef i t s  than

i t  would be for  a UK company owned by a mix of  UK and EU shareholders .

In addi�on to the Brexit Arrangement, the US and UK competent authori�es entered into another arrange ment on July 24, 2021

—the USMCA Arrangement, which has replaced and superseded NAFTA. While taxpayers arguably could have interpreted the

US-UK Treaty’s reference to NAFTA to include the USMCA even without guidance from the tax authori�es, the USMCA

Arrangement removes any doubt.

In the Prac�cal Tax Lawyer, New York Partner Daniel Pilarski examines the an�-abuse provisions of tax trea�es, focussing on the

US-UK Treaty’s Limita�on on Benefits clause. Addi�onally, explaining the opera�on of the Brexit Arrangement and the USMCA

Arrangement, and how they affect the Limita�on on Benefits clause.

To read the full ar�cle, please click here.
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DISCLAIMER

Watson Farley & Williams is a sector specialist interna�onal law firm with a focus on the energy, infrastructure and transport sectors. With offices in Athens,
Bangkok, Dubai, Dusseldorf, Frankfurt, Hamburg, Hanoi, Hong Kong, London, Madrid, Milan, Munich, New York, Paris, Rome, Seoul, Singapore, Sydney and Tokyo
our 700+ lawyers work as integrated teams to provide prac�cal, commercially focussed advice to our clients around the world.

All references to ‘Watson Farley & Williams’, ‘WFW’ and ‘the firm’ in this document mean Watson Farley & Williams LLP and/or its affiliated en��es. Any reference
to a ‘partner’ means a member of Watson Farley & Williams LLP, or a member, partner, employee or consultant with equivalent standing and qualifica�on in WFW
Affiliated En��es. A list of members of Watson Farley & Williams LLP and their professional qualifica�ons is open to inspec�on on request.

Watson Farley & Williams LLP is a limited liability partnership registered in England and Wales with registered number OC312252. It is authorised and regulated by
the Solicitors Regula�on Authority and its members are solicitors or registered foreign lawyers.

The informa�on provided in this publica�on (the “Informa�on”) is for general and illustra�ve purposes only and it is not intended to provide advice whether that
advice is financial, legal, accoun�ng, tax or any other type of advice, and should not be relied upon in that regard. While every reasonable effort is made to ensure
that the Informa�on provided is accurate at the �me of publica�on, no representa�on or warranty, express or implied, is made as to the accuracy, �meliness,
completeness, validity or currency of the Informa�on and WFW assume no responsibility to you or any third party for the consequences of any errors or omissions.
To the maximum extent permi�ed by law, WFW shall not be liable for indirect or consequen�al loss or damage, including without limita�on any loss or damage
whatsoever arising from any use of this publica�on or the Informa�on.

This publica�on cons�tutes a�orney adver�sing.
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