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-Croatia treaty's ratification has faced delays similar to those affecting other treaties, such as those
Hungary and Poland, which have remained unratified in the U.S. Senate for over a decade due to
concerns over base erosion and profit shifting [31[12][13][14]. The eventual ratification of the U.S.-Chile
treaty in 2024, after a 13-year delay, offers some optimism for the Croatia treaty's future. Political advocacy,
including the active role of the Congressional Croatian Caucus, remains essential in moving the treaty
forward [1][15].
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treaty promises
particularly such as IT, manufacturing, non-profits,
service providers stand to benefit from reduced withholding tax rates and enhanced dispute
mechanisms. However, with the U.S. moving toward more aggressive anti-abuse rules and minimum tax
standards under the BBB, tax planning will become increasingly complex [6][9][11]. Firms must closely
monitor both treaty ratification progress and evolving domestic tax landscapes in both countries.
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treaty promises
particularly such as IT, manufacturing, non-profits,
service providers stand to benefit from reduced withholding tax rates and enhanced dispute
mechanisms. However, with the U.S. moving toward more aggressive anti-abuse rules and minimum tax
standards under the BBB, tax planning will become increasingly complex [6][9][11]. Firms must closely
monitor both treaty ratification progress and evolving domestic tax landscapes in both countries.
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Treaty represents  long-overdue step formalizing

| tax cooperation, offering clear benefits to businesses and investors. Yet its full potential hinges on

ratification, alignment with global tax reforms, and careful management of the geopolitical tensions

surrounding digital economy taxation. Croatia's best strategy lies in adhering to the multilateral OECD

approach and maintaining close diplomatic engagement with the United States to safeguard its growing
digital economy while fostering stable investment ties.
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significant holdings),
exempts caps royalties at 5%—provisions that align it
closely with Hungary, Poland [31[12][13]. Additionally, pensions are
generally taxed only in the source country up to a 10% cap, and mutual agreement procedures include
binding arbitration—a modern feature absent from older treaties [2][12]. The inclusion of a BEAT carve-out
is notable, as this provision preserves the right of the U.S. to impose its anti-base erosion tax rules even on
treaty-covered profits, a reflection of heightened U.S. sensitivity to base erosion in the digital economy [2]
[13].
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treaty operates globa shaped by the
frameworks. Pillar One reallocates taxing rights over profits of the largest multinational digital companies,
while Pillar Two introduces a 15% global minimum tax [5][91[101[13]. Croatia, through the European Union,
is committed to Pillar Two, having already enacted implementing legislation. The U.S., however, has not
ratified Pillar One, creating the possibility of future divergence. The U.S.-Croatia DTT, using the credit

method under Article 23, is not rendered obsolete by Pillar Two but may require future updates to
harmonize with global minimum tax norms [5][9][13].
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legislative environment in the U.5. has further complicated the treaty lanascape. The "One Big Beautitu
Bill" (BBB), signed into law on July 4, 2025, introduces major international tax reforms including a higher
Global Intangible Low-Taxed Income (GILTI) inclusion rate of 40%, revisions to foreign tax credit rules, and
expanded anti-abuse measures [6][9][11]. While the controversial Section 899—which would have imposed
punitive withholding tax surcharges on countries with digital services taxes (DSTs)—was ultimately removed
from the final law, its near inclusion underscores the fragile nature of treaty protections in the face of
domestic U.S. tax legislation [6]1[11]. The BBB does not directly amend the U.S.-Croatia treaty but does
reshape the domestic context in which treaty benefits operate, particularly for U.S. persons investing in
Croatia or vice versa.
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. actions against Canada'’s proposed DST provide a cautionary tale for Croatia
Trump’s administration threatened tariffs and increased taxes on Canadian firms over its planned 3% DST,
prompting Canada to abandon the tax [7]1[9][11]. Should Croatia introduce a unilateral DST, it could face
similar U.S. retaliatory measures, including higher withholding taxes or even tariffs on Croatian digital
services and goods. Importantly, the U.S.-Croatia DTT would not shield Croatian firms from such trade-
based sanctions, as its protections are limited to income taxes [4][11].
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The United States and Croatia signed their first-ever Double Taxation Treaty (DTT) on

marking a significant milestone in strengthening bilateral relations and closing the long-standing gap that
left Croatia as the only European Union member without such an agreement. The treaty closely follows the
U.S. Model Convention and addresses key cross-border taxation issues including withholding taxes on
dividends, interest, and royalties, while also incorporating modern anti-abuse provisions such as the explicit
inclusion of the U.S. Base Erosion and Anti-Abuse Tax (BEAT) [21[31[91[10][11][12][131[141[15]. Despite this
historic signing, as of mid-2025 the treaty remains unratified in both the Croatian Parliament and the U.S.
Senate, though bipartisan support, notably from the Congressional Croatian Caucus, continues to advocate
for its passage [1][15].
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marking a significant milestone in strengthening bilateral relations and closing the long-standing gap that
left Croatia as the only European Union member without such an agreement. The treaty closely follows the
U.S. Model Convention and addresses key cross-border taxation issues including withholding taxes on
dividends, interest, and royalties, while also incorporating modern anti-abuse provisions such as the explicit
inclusion of the U.S. Base Erosion and Anti-Abuse Tax (BEAT) [21[31[91[10][11][12][131[141[15]. Despite this
historic signing, as of mid-2025 the treaty remains unratified in both the Croatian Parliament and the U.S.
Senate, though bipartisan support, notably from the Congressional Croatian Caucus, continues to advocate
for its passage [1][15].
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-Croatia treaty's ratification has faced delays similar to those affecting other treaties, such as those
Hungary and Poland, which have remained unratified in the U.S. Senate for over a decade due to
concerns over base erosion and profit shifting [31[12][13][14]. The eventual ratification of the U.S.-Chile
treaty in 2024, after a 13-year delay, offers some optimism for the Croatia treaty's future. Political advocacy,
including the active role of the Congressional Croatian Caucus, remains essential in moving the treaty
forward [1][15].




image93.png
with




