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INTERNATIONAL TAX – TRANSFER PRICING 

G7 communiqué signals 
political agreement on 
global tax reform 

 

 

Overview  
The Group of Seven (G7) finance ministers published on June 5, 2021 a 
communiqué which sets out high-level political agreement on global tax 
reform. The communiqué: 

• Committed to a Pillar One approach that puts the “largest and most 
profitable multinational enterprises” in scope of so-called “Amount A”  

• Committed to an Amount A formula 
• Agreed to coordinate between applying the new rules and removing all 

digital services taxes and similar measures 
• Committed to a global minimum tax of “at least 15% on a country by 

country basis”; and  
• Agreed on the importance of further work “in parallel” on Pillar One and 

Pillar Two. 

Building on this progress, the G20/OECD Inclusive Framework will take up 
consideration of Pillar One and Pillar Two later this summer.  

 
 

 

On June 5, 2021 the Group of Seven (G7) finance ministers published a 
communiqué which sets out high-level political agreement on global tax 
reform. Since 2017, the 135+ member countries of the G20/OECD Inclusive 
Framework on BEPS (the IF) have been developing a “two-pillar” approach to 
address the tax challenges arising from the digitalization of the economy. This 
led to the publication of two detailed “Blueprints” in October 2020 on potential 
rules for addressing nexus and profit allocation challenges (“Pillar One”) and for 
global minimum tax rules (“Pillar Two”). The proposals were updated and 
simplified by the Biden Administration in April 2021 and formed the basis for 
the political discussions by the G7. 

The communiqué: 

• Committed to a Pillar One approach suggested by the Biden administration 
pursuant to which the “largest and most profitable multinational 
enterprises” would be in scope of so-called “Amount A,” thereby 
abandoning the scoping described in the October Blueprint that would have 
limited Amount A solely to companies providing “automated digital 
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services” and “consumer facing” businesses and at much lower revenue 
thresholds; 

• Committed to an Amount A formula: market countries would be awarded 
“at least 20%” of profit exceeding a 10% margin; 

• Agreed to provide for “appropriate coordination between the application of 
the new international tax rules and the removal of all Digital Services Taxes, 
and other relevant similar measures, on all companies”; 

• Committed to a global minimum tax of “at least 15% on a country by 
country basis”; and  

• Agreed on the importance of progressing agreement “in parallel” on both 
Pillars. 

Attention now turns back to the IF, which meets June 30-July 1 to determine 
whether and what sort of consensus political agreement can be reached with 
respect to both Pillars, as well as to the G20 Finance Ministers who meet July 
10-11 in Venice and again on October 15-16 in Washington, DC. At the 
conclusion of the IF meeting or shortly thereafter, assuming consensus is 
reached on any issues, the IF likely will release a document outlining that 
consensus. The G20 Finance Ministers then would be expected to welcome and 
endorse any such progress in their July meeting, with an opportunity for 
further detail to be released in advance of their October meeting. Assuming a 
consensus, the focus would turn next to the technical work of drafting the 
necessary legal rules (including possible treaty provisions) that would need to 
be enacted and agreed by participating countries with respect to both Pillars. 
This technical work and the related implementation by countries is expected to 
take several years. It is not expected that any of this work will be completed in 
time for action in Congress this year, when legislators are expected to take up 
tax reform to pay for infrastructure investments. 

Deloitte observations  
• Getting G7 countries to specify a 15% floor for a minimum tax marks a 

significant achievement for the Biden administration, as it had 
suggested the 15% rate as a floor for the international discussions 
several weeks ago. A 15% global minimum tax rate would lessen the 
anti-competitive impact on US companies of an increased GILTI rate, 
such as the 21% rate called for in the Biden administration’s recent 
General Explanation of the Administration’s Fiscal Year 2022 Revenue 
Proposals (“Green Book”). The Biden administration has not yet 
indicated that it is stepping back from its 21% GILTI rate proposal. 
Currently the United States is the only jurisdiction with a regime like 
the GILTI regime. While the communiqué was issued only by G7 
countries, it provides momentum for the positions agreed going into 
the upcoming IF and G20 meetings. The onus will now be on other 
countries to seek changes from the G7 agreement whether at the IF or 
the G20.  

• The reference in the communiqué to the “largest and most profitable” 
multinationals mirrors the language in a widely circulated presentation 
that the US Treasury Department made to the IF Steering Committee 
on April 8, 2021. That presentation explained that the goal of this 
proposal is to shrink the pool of multinationals in scope to no more 
than 100 companies. Tax Notes International in an April 12, 2021 
article reported that Treasury had proposed a USD 20 billion threshold 
to meet the goal of limiting the number of MNEs in scope.1 This 
degree of detail is not included in the G7 communiqué, so the details 
of scoping Amount A to the “largest and most profitable” 
multinationals need to be further negotiated to provide specific criteria 
for inclusion in Amount A. The communiqué signals that one element 
of profitability will be profit margins in excess of 10%. We expect that 
further criteria to be negotiated would include a revenue threshold, 
whether and under what circumstances business segments might be 



taken into account in determining whether a business is in scope, and 
whether any industry sectors will be carved out of the scope.     

• As defined in the communiqué, the agreement with respect to Pillar 
One requires sharing with market countries “at least 20%” of the 
profits in excess of 10%. This establishes that the G7 sees the 20% 
figure as a floor, but other countries at the IF may seek to raise this 
percentage even higher.   

• The removal of digital services taxes (DSTs) and unilateral measures 
has been one of the principal objectives of Pillar One, and the 
communiqué acknowledges that goal. The negotiation at the IF centers 
on precisely when DSTs should be repealed: upon conclusion of a 
political agreement or when the Pillar One proposal enters into force in 
countries. The United States would likely support their early repeal, but 
the final language is vague and removal of DSTs will be a subject of 
continued negotiation. We expect that most countries with DSTs would 
prefer not to remove them until a Pillar One deal is implemented by 
countries’ legislative bodies, including the US Congress.   

• The communiqué specifically references the removal of DSTs and other 
relevant similar measures from all companies, not just the “largest and 
most profitable” companies that would be shifting profits into market 
jurisdictions. For the Pillar One project to achieve its goal of eliminating 
DSTs presumably all countries at the IF would have to agree to the 
scope of removal that is agreed at the G7 (i.e., all companies).  

• The communiqué references the removal of “Digital Services Taxes, 
and other relevant similar measures” and not more broadly the 
removal of “unilateral measures.” This language choice may reflect the 
challenges over agreeing precisely which measures countries will need 
to retract. For example, the EU Commission might not see its soon-to-
be-announced “digital levy” as one to be removed; there is a 
continuing work stream at the IF around the important issue of 
defining the measures to be removed.   

• The communiqué does not expressly link agreement on Pillar Two to 
the agreement on Pillar One, or vice versa, although it does speak of 
agreement progressing “in parallel.” The connection is implicit, 
however, as countries that want Pillar One may not enact Pillar Two or 
remove DSTs until they are sure the US Congress (and other countries) 
will go along with Pillar One.  

• There is no reference in the communiqué to the “subject to tax rule” (a 
provision sought by developing countries) that would permit countries 
to amend treaties to deny deductions or impose withholding taxes on a 
broad array of payments made to low-tax jurisdictions. Developing 
countries are likely to continue to push for such a provision.  

• There is no reference in the communiqué to increasing tax certainty, a 
goal of many in the business community, and so we must wait to see 
how this element of the agenda will be advanced when the IF meets 
later this month. Currently it is expected that any consensus achieved 
at the IF will be centered on Amount A, leaving businesses with the 
tools and government programs (MAP, APAs) traditionally available to 
achieve tax certainty beyond Amount A.  

• While, as noted, the G7 agreement provides important momentum for 
both Pillars, the number of issues around which consensus remains to 
be achieved is high.  
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Footnotes 
1 102 Tax Notes Int’l 148 (Apr. 12, 2021). 
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