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The OECD Secretariat on November 8 released a public 
consultation document on technical and design issues 
regarding the GLoBe proposal, which would provide for 
global minimum taxation. 
 
The consultation document, “Global Anti-Base Erosion 
Proposal (“GloBE”) Pillar-Two,” was prepared by the 
Secretariat of the OECD and expressly states that it does not 
represent the consensus view of the Inclusive Framework, 
the Committee of Fiscal Affairs (CFA), or their subsidiary 
bodies. Comments will assist members of the Inclusive 
Framework in the development of a solution for its final 
report to the G20 in 2020.   
 
Background  
 
In May 2019 the Inclusive Framework agreed to a 
“Programme of Work for Addressing the Tax Challenges of 
the Digitalisation of the Economy.” The program of work is 
divided into two pillars.    
 
Pillar One addresses the allocation of taxing rights between 
jurisdictions and considers various proposals for new profit 
allocation and nexus rules. This element was the subject of a 
public consultation document issued on October 9, 2019, 
and with respect to which there will be a public consultation 
in Paris on November 21 and 22. 
 
Pillar Two (also referred to as the “global anti-base erosion” 
or “GloBE” proposal) is the subject of the new public 
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consultation document. Pillar Two calls for the development 
of a coordinated set of rules to address ongoing risks from 
structures that allow multinational entities (MNEs) to shift 
profits to jurisdictions where they are subject to no or very 
low taxation. Specifically, as explained in the consultation 
document, the four component parts of the GloBE proposal 
are: 

  

• An income inclusion rule that would tax the income of 
a foreign branch or a controlled entity if that income was 
subject to tax at an effective rate that is below a 
minimum rate; 

• An undertaxed payments rule that would operate by 
way of a denial of a deduction or imposition of source-
based taxation (including withholding tax) for a payment 
to a related party if that payment was not subject to tax 
at or above a minimum rate; 

• A switch-over rule to be introduced into tax treaties 
that would permit a residence jurisdiction to switch from 
an exemption to a credit method when the profits 
attributable to a permanent establishment (PE) or derived 
from immovable property (that is not part of a PE) are 
subject to an effective rate below the minimum rate; and 

• A subject to tax rule that would complement the 
undertaxed payment rule by subjecting a payment to 
withholding or other taxes at source and adjusting 
eligibility for treaty benefits on certain items of income 
when the payment is not subject to tax at a minimum 
rate. 

 
These rules would be implemented by way of changes to 
domestic law and double tax treaties and would incorporate 
a coordination or ordering rule to avoid the risk of economic 
double taxation that might otherwise arise when more than 
one jurisdiction seeks to apply these rules to the same 
structure or arrangements.   
 
While comments are welcome on all aspects of Pillar Two, 
the consultation document seeks comments specifically on 
three technical design aspects of the GloBE proposal: 
 

• The use of financial accounts as a starting point for 
determining the tax base under the GloBE proposal as 
well as different mechanisms to address timing 
differences; 

• The extent to which an MNE can combine high-tax and 
low-tax income from different sources taking into account 
the relevant taxes on such income in determining the 
effective (blended) tax rate on such income; and 

• Stakeholders’ experience with, and views on, carve-outs 
and thresholds that may be considered as part of the 
GloBE proposal. 

 
Tax base determination: the use of financial accounts 
as a starting point for determining the tax base under 
the proposal 



 
The consultation document seeks comments on whether 
using financial accounts, subject to agreed adjustments, 
could provide an appropriate base for measuring income and 
could simplify and reduce the compliance costs of the 
proposal. The document seeks views on the use of the 
accounting standard of the ultimate parent entity instead of 
the local generally accepted accounting principles (GAAP) of 
each entity, and on the acceptability of different standards. 
Consideration would also need to be given to cases in which 
consolidated financial statements are not prepared for any 
other purpose. 
 
Recognizing that accounting profits may differ significantly 
from taxable profits, the document considers adjustments to 
accounting profits that could be required. The document 
seeks views on the types of material “permanent 
differences” between financial accounting income and 
taxable income that may need to be removed from the tax 
base. The document notes that “temporary differences” – 
such as differences between the timing of accounting 
depreciation and tax relief on capital expenditure, or the 
carry-forward of losses -- have distortive effects on effective 
tax rates that typically reverse in future years. Three basic 
approaches are described that could address the effects of 
temporary differences: 
 

• Carry-forward of excess taxes and tax attributes; 

• The use of deferred tax accounting; and 

• Multi-year averaging. 

 
Comments are sought on the advantages and disadvantages 
of each approach. 
 
Blending: The extent to which a business can combine 
low-tax and high-tax income when calculating its 
effective tax rate/rates. 
 
Blending can be done on a narrow or broad basis and three 
approaches are described: 
 

• A worldwide blending approach – requiring a business to 
aggregate its total foreign income and total foreign tax. 
When the tax on the total foreign income is below the 
minimum rate, additional tax would be due. 

• A jurisdictional blending approach – requiring businesses 
to aggregate amounts on a jurisdiction-by-jurisdiction 
basis, paying additional tax in respect of the income in 
those jurisdictions effectively taxed below the minimum 
rate. 

• An entity blending approach – requiring the calculation of 
income, taxes, and effective tax rates of each individual 
group entity (and foreign branch). 

 
The consultation document also describes the possibility of 
“local group blending,” a variation of the entity blending 
approach that would allow for the results of entities within a 



local tax consolidation or local group relief regime to be 
aggregated. 
 
Each approach has different policy implications and 
implementation challenges, and the consultation document 
seeks views on the interaction between each approach and: 
  

• Managing effective tax rate volatility;  

• Obtaining the required level of financial accounts data;  

• Allocating income between branches and head offices;  

• The treatment of tax transparent entities (such as 
partnerships);  

• Crediting taxes arising in other jurisdictions (for example, 
tax arising under controlled foreign company rules); and  

• The treatment of dividends and other distributions. 

 

Carve-outs and thresholds 
 
Carve-outs to be considered include exceptions for regimes 
compliant with the standards of BEPS Action 5 on harmful 
tax practices and other substance-based approaches, a 
return on tangible assets, and for controlled corporations 
with related-party transactions below a certain threshold. 
Carve-outs may be based on a qualitative overall evaluation 
of the facts and circumstances or based on more 
quantitative objective criteria – for example, based on 
formulas. 
 
Other related matters under consideration include using 
thresholds to restrict application of the rules based on the 
size of the group, de minimis thresholds, or specific 
industries. Views are sought on which options should be 
adopted or avoided. 
 
Observation 
 
The document does not discuss the minimum tax rate that 
might be agreed to, or specifically how the income inclusion 
rule would be coordinated with the other rules under 
consideration.  Because US companies are already subject to 
a minimum tax through the US global intangible low-taxed 
income regime, they will be interested in whether or not the 
US parent entity or its non-US subsidiaries might be subject 
also to income inclusion rules in other jurisdictions through 
which they hold subsidiaries, the low-tax payment rule, or 
any new subject-to-tax rules.   
  
Next steps 
 
Comments on the consultation document are invited by 
December 2, 2019. A public consultation meeting will be 
held on December 9 at the OECD in Paris. 
 
It is anticipated that a further public consultation document 
will be issued on the mechanics and operation of the 
undertaxed payment rule and the nature and scope of the 
subject-to-tax rule once the G20/OECD Inclusive Framework 
has developed a clearer outline of these rules. 



 
The OECD hopes that political agreement on the architecture 
of both the global anti-base erosion proposal, and new nexus 
and profit allocation rules (Pillar One of the program of work) 
can be reached by June 2020. 
 
 
 

 

 
 

Contacts 
 
Bob Stack (Washington DC) 
bstack@deloitte.com 
 
Keith Reams (Washington DC) 
kreams@deloitte.com  
 
David Lenter (Washington DC) 
dlenter@deloitte.com 
 
Storme Sixeas (Washington DC) 
ssixeas@deloitte.com 
 
 
Back to top 
 

 

 

Useful links 
 
Resources  

• Arm’s length standard 

• Transfer pricing alerts 

 
Get Connected 

• Deloitte tax@hand 

• Join Dbriefs 

• Follow @Deloitte Tax 

• www.deloitte.com/tax 

 
Back to top 

 

 
 

        
 

 

mailto:bstack@deloitte.com
mailto:kreams@deloitte.com
mailto:dlenter@deloitte.com
mailto:ssixeas@deloitte.com
http://www2.deloitte.com/global/en/pages/tax/articles/arms-length-standard.html
http://www2.deloitte.com/global/en/pages/tax/articles/global-transfer-pricing-alerts.html
http://www2.deloitte.com/us/en/pages/tax/articles/deloitte-tax-at-hand-mobile-app.html
https://www2.deloitte.com/global/en/pages/about-deloitte/articles/dbriefs-webcasts.html
http://www.twitter.com/deloittetax
http://www.deloitte.com/tax
https://www.facebook.com/DeloitteUniversity
https://www.twitter.com/deloitteus
https://www.youtube.com/user/DeloitteLLP
https://www.linkedin.com/company/1038
https://plus.google.com/u/0/104849850806896094551/posts
http://www.glassdoor.com/Overview/Working-at-Deloitte-EI_IE2763.11,19.htm
https://www.instagram.com/lifeatdeloitteus/


Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private 
company limited by guarantee (“DTTL”), its network of member firms, and their 
related entities. DTTL and each of its member firms are legally separate and 
independent entities. DTTL (also referred to as “Deloitte Global”) does not provide 
services to clients. Please see www.deloitte.com/about to learn more about our global 
network of member firms. 
 
Deloitte provides audit & assurance, consulting, financial advisory, risk advisory, tax 
and related services to public and private clients spanning multiple industries. Deloitte 
serves four out of five Fortune Global 500® companies through a globally connected 
network of member firms in more than 150 countries and territories bringing world-
class capabilities, insights, and high-quality service to address clients’ most complex 
business challenges. To learn more about how Deloitte’s approximately 245,000 
professionals make an impact that matters, please connect with us on Facebook, 
LinkedIn, or Twitter. 
 
This communication contains general information only, and none of Deloitte Touche 
Tohmatsu Limited, its member firms, or their related entities (collectively, the 
“Deloitte Network”) is, by means of this communication, rendering professional advice 
or services. Before making any decision or taking any action that may affect your 
finances or your business, you should consult a qualified professional adviser. No 
entity in the Deloitte Network shall be responsible for any loss whatsoever sustained 
by any person who relies on this communication. 
 
© 2019. For information, contact Deloitte Touche Tohmatsu Limited. 

 

To no longer receive emails about this topic please send a return email to the sender with the word 
“Unsubscribe” in the subject line. 

 

 

http://www.deloitte.com/about
https://www.facebook.com/deloitte?_rdr=p
https://www.linkedin.com/company/deloitte
https://twitter.com/deloitte

	OECD releases consultation document on global anti-base erosion proposal
	Global Transfer Pricing Alert 2019-033
	Contacts
	Useful links


