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Dear Mr Owens 
 
Comments on the Commentary Discussion Draft on the Application of Tax Treaties 
to State-Owned Entities, Including Sovereign Wealth Funds 
 
PricewaterhouseCoopers Services LLP (“PwC”) welcomes the opportunity to comment on 
the proposed changes to the commentary of the OECD Model Tax Convention (the 
“Commentary”) on the application of tax treaties to state-owned entities, including 
sovereign wealth funds.  
 
Our observations and comments are as follows: 
 

 
 

6.9 Issues may arise, however, in the case of entities set up and wholly-
owned by a State or one of its political subdivisions or local authorities. 
Some of these entities may derive substantial income from other 
countries and it may therefore be important to determine whether tax 
treaties apply to them (this would be the case, for instance, of sovereign 
wealth funds…

Our Comments: 
 
Issues relating to the application of tax treaties may also arise for entities which are not 
wholly-owned by a State or one of its political subdivisions or local authorities. For 
instance, purpose funds may be created by government authorities for specific macro-
economic objectives. These purpose funds may be administered by a government 
authority, but may not be wholly-owned by a State (or one of its political subdivisions or 
local authorities) since the beneficiaries of their proceeds may be parties which are 
specified by the government or its authorities (and not the government / authorities 
themselves). 
 
 
 
 
 
 

 

PricewaterhouseCoopers LLP (Registration No. T09LL0001D) is an accounting limited liability partnership registered in Singapore under the Limited Liability 
Partnerships Act (Chapter 163A).PricewaterhouseCoopers LLP is part of the network of member firms of PricewaterhouseCoopers International Limited, each of 
which is a separate and independent legal entity. 



 
 
 
 
 
 
 
 
 
 
 
 
 

6.9 …In order to clarify the issue, some States modify the definition of 
“resident of a Contracting State” in paragraph 1 of Article 4 and include in 
that definition a “statutory body” or an “agency or instrumentality” of a 
State, a political subdivision or local authority, which would therefore 
cover wholly-owned entities that are not considered to be a part of the 
State or its political subdivisions or local authorities. 

Our Comments: 
 
Given the varied types of legal, institutional and governance structures which are adopted 
by state-owned entities (including sovereign wealth funds) for their investments globally, it 
may be worthwhile to consider expanding the definition of “resident of a Contracting State” 
in Article 4 of the Model to include a “statutory body” and / or an “agency or 
instrumentality”. In fact, we would suggest broadening the definition of “resident of a 
Contracting State” to include entities which are “set up and administered by that State and 
any political subdivision, local authority, statutory body, agency or instrumentality thereof”. 
 
Article 4 was previously amended in 1995 to align the text of the Model with the general 
understanding of most member countries that the government of each State, as well as 
any political subdivision or local authority thereof, is a resident of that State for purposes 
of the Convention. With an increasing number of States having the understanding that a 
“resident of a Contracting State” includes a “statutory body” and / or an “agency or 
instrumentality”, it may be timely to amend the definition “resident of a Contracting State” 
to align the text of the Model with this understanding and broaden the definition so as to 
include entities that are set up and administered by the State (and its political subdivision, 
local authority, statutory body, agency or instrumentality or local authority). 
 
 
 
 
 
 
Our Comments: 
 
 
 

8.5 … Whether a sovereign wealth fund qualifies as a “resident of a 
Contracting State” depends on the facts and circumstances of each case. 
For example, when a sovereign wealth fund is an integral part of the State, 
it will likely fall within the scope of the expression “[the] State and any 
political subdivision or local authority thereof” in Article 4. 

It would be helpful to provide certain examples or scenarios where a sovereign wealth 
fund will be regarded as a “resident of a Contracting State”.  
 
It would also be helpful to further explain or define what is meant by a sovereign wealth 
fund being an “integral part of the State”. Examples could also be provided, for instance, 
whether statutory purpose trusts which are set up and administered by a local authority of 
a Contracting State to invest in foreign financial assets to achieve certain economic 
objectives prescribed by that Contracting State should be regarded as being an “integral 
part of the State”. In this example, our view is that it should be regarded as being an 
“integral part of the State” since it is set up and administered by a local authority of a 
Contracting State and the proceeds of its investments can only be applied towards 
specific objectives which are prescribed by that State.  
 

*  *  * 
 



 
 
 
 
 
We welcome and support the work of the OECD to update the Commentary to reflect the 
evolution and recent developments of State-owned entities, including sovereign wealth 
funds. 
 
 
Yours faithfully, 
 
 
 
 
 
PricewaterhouseCoopers Services LLP 
 
 

For clarification on any aspect of this response, please contact  
 
 
Anuj Kagalwala     +65 6236 3822  anuj.kagalwala@sg.pwc.com 
 
David Sandison +65 6236 3675  david.sandison@sg.pwc.com 
 
Tan Hui Cheng  +65 6236 7557  hui.cheng.tan@sg.pwc.com 
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