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OECD | Two Pillar Solution
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ACTION 1
Address the tax challenges of the digital economy

Identify the main difficulties that the digital economy poses for the application
“existing international tax rules and develop detailed options to address
ifficulties, taking a holistic approach and considering both direct and
indirect taxation. Issues to be examined include, but are not limited to, the
ability of a company to have a significant digital presence in the economy
of another country without being liable to taxation due to the lack of nexus
under current international rules, the attribution of value created from the
generation of marketable location-relevant data through the use of digital
products and services, the characterisation of income derived from new
business models, the application of related source rules, and how to ensure
the effective collection of VAT/GST with respect to the cross-border supply of
digital goods and serv Such work will require a thorough analysis of the
various business models in this sector.
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https://www.oecd.org/tax/beps/addressing-the-tax-challenges-of-the-digital-economy-action-1-2015-final-report-9789264241046-en.htm
https://www.oecd.org/ctp/tax-challenges-arising-from-digitalisation-interim-report-9789264293083-en.htm
https://eur-lex.europa.eu/legal-content/en/TXT/?uri=CELEX:52018PC0147
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM:2018:148:FIN
https://www.oecd.org/tax/beps/public-consultation-tax-challenges-of-digitalisation-13-14-march-2019.htm
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Digitalized economy + BEPS 2.0 Digitalized (and consumer-facing) economy + BEPS 2.0
Full G20 support for a consensus-based two- Outlines for Pillar 1 and 2 - i
G2 pillar solution and since then various progress ,[M]embers of the Inclusive R
32919, | reports by the OECD (e.g., Oct. 2019, Feb. Framework affirm their commitment || <=ibazes
2021, Aprll 2021, JUI! 2021, Oct. 2021) and to reach an agreement on a
Ongoing committment by the G20 to the Two consensus-based solution by the
@7/ Pillar Approach (e.g., June 2019, Nov. 2020, end of 2020"
FRANCE July 2021, Oct. 2021, July 2022)
) @hoeco
Since 2019 January 2020
>
May 2019 October 2019 November 2019 December 2019
Program Consulation Consultation »Safe harbor"-
for Paper on the Paper on approach of the
technical “Unified Pillar 2 UsS for Pillar 1
work on Approach” for
both Pillar 1
pillars
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https://www.oecd.org/tax/beps/programme-of-work-to-develop-a-consensus-solution-to-the-tax-challenges-arising-from-the-digitalisation-of-the-economy.pdf
https://www.oecd.org/tax/oecd-secretary-general-tax-report-g20-finance-ministers-october-2019.pdf
https://www.oecd.org/tax/oecd-secretary-general-tax-report-g20-finance-ministers-february-2021.pdf
https://www.oecd.org/tax/oecd-secretary-general-tax-report-g20-finance-ministers-february-2021.pdf
https://www.oecd.org/tax/oecd-secretary-general-tax-report-g20-finance-ministers-april-2021.pdf
https://www.oecd.org/tax/oecd-secretary-general-tax-report-g20-finance-ministers-july-2021.pdf
https://www.oecd.org/tax/oecd-secretary-general-tax-report-g20-finance-ministers-october-2021.pdf
https://www.mof.go.jp/english/policy/international_policy/convention/g20/communique.htm
http://www.g20.utoronto.ca/2020/G20_Riyadh_Summit_Leaders_Declaration_EN.pdf
https://www.g20.org/wp-content/uploads/2021/07/Communique-Third-G20-FMCBG-meeting-9-10-July-2021.pdf
https://www.g20.org/wp-content/uploads/2021/10/G20-FMCBG-Communique%CC%81-Fourth-G20-FMCBG-meeting-13-October-2021.pdf
http://www.g20.utoronto.ca/2022/220716-finance.html
http://www.g20.utoronto.ca/2022/220716-finance.html
http://www.oecd.org/tax/oecd-invites-public-input-on-the-secretariat-proposal-for-a-unified-approach-under-pillar-one.htm
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Digitalized (and consumer-facing) economy )
+ BEPS 2.0 Large, profitable MNEs + BEPS 2.0
_Blueprints for OECD, Joint Statement from the United
Pillars 1 and 2, Statement on o sotten o States, Austria, France, Italy, Spain,
report on a Two-Pillar ision e and the United Kingdom, Regarding a
economic luti 1 Compromise on a Transitional
impact and Solution ( Approach to Existing Unilateral
pa : July 2021) Measures During the Interim Period
c |PUb| Ic Before Pillar 11is in Effect
onsultation
October 2021 Statement,
and extended in 2024
October 2020 July 2021
>
Juni 2020 April 2021 October 2021
UsS find US Joint Committee OECD, Statement on a Two-Pillar
themselves on Taxation, U.S. Solution (8 Oct. 2021) — As of June
“at an N International Tax 2023, 139 Members of the OECD/G20
impasse” Policy: Overview Inclusive Framework on BEPS joining
regarding And Analysis, JCX- the Statement on a Two-Pillar Solution
Pillar 1 e 16R-21 (April to Address the Tax Challenges Arising
2021) from the Digitalisation of the Economy
(including Brazil, China, USA)

ACCREDITED
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https://www.oecd.org/tax/beps/tax-challenges-arising-from-digitalisation-report-on-pillar-two-blueprint-abb4c3d1-en.htm
https://www.jct.gov/publications/2021/jcx-16r-21/
file:///Users/gkofler/Desktop/x-16R-21.pdf
file:///Users/gkofler/Desktop/x-16R-21.pdf
file:///Users/gkofler/Desktop/x-16R-21.pdf
file:///Users/gkofler/Desktop/x-16R-21.pdf
file:///Users/gkofler/Desktop/x-16R-21.pdf
https://www.oecd.org/tax/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-july-2021.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-issues/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-october-2021.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-issues/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-october-2021.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-issues/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-october-2021.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-issues/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-october-2021.pdf
https://www.oecd.org/tax/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-october-2021.htm
https://www.oecd.org/tax/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-october-2021.pdf
https://home.treasury.gov/news/press-releases/jy0419
https://home.treasury.gov/news/press-releases/jy0419
https://home.treasury.gov/news/press-releases/jy2170

OECD | Pillar One

Amount A
= Progress Report on Amount A of Pillar One (July
2022) and Factsheet
= Nexus and revenue sourcing (Feb. 2022)
= Tax base determinations (Feb. 2022)
=  Scope (Apr. 2022)
= Extractives exclusion (Apr. 2022)
* Regulated financial services exdusion (May 2022)
= Progress Report on the Administration and Tax
Certainty Aspects of Pillar One (Oct. 2022)
= Tax certainty framwork for Amount A (May 2022)
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Outcome Statement (July 2023 - 142 IF members [May 2024])
Amount A: Multilateral Convention

= Multilateral Convention on Amount A (MLC), including withdrawal and
standstill of DSTs etc (Oct. 2023, consultation Dec. 2022) - Finalization
announced for Mar. 2024 with start of the signing process of the MLC
announced for June 2024 - See also Progress Report COM(2023)377

= Overview (Oct. 2023) and Explanatory Statement (ES) (Oct. 2023)

= Understanding on the Application of Certainty for Amount A of Pillar One
(UAC) (Oct. 2023)

= Updated economic impact assessment (Oct. 2023) (US JCX-7-24, Mar. 2024)
Amount B for in-scope distributors (Report Feb. 2024, updates on

qualifying jurisdiction and covered jurisdiction — Consolidated Report
Feb. 2025) as Annex to Chapter 1V of the TPG from 1 Jan. 2025 2026

= Tax certainty for issues related to Amount A (May 2022)
(consultations Dec. 2022, July 2023) - MCAA (Sept. 2024)
2022
2022/2023/2024

Entry into force once a critical mass of jurisdictions as defined by

the MLC have ratified it (600/999 points — US has 486) - Withdrawal

of the US from the “Global Tax Deal" (US Memorandum on the OECD

Global Tax Deal, Jan. 2025)

Standstill for DSTs

= Standstill for DSTs etc from Oct. 8, 2021 - Dec. 31, 2023 (Qctober 2021
Statement)

= Extended for Jan. 1, 2024 - Dec. 31, 2024 (or the entry into force of the
MLC) (July 2023 Qutcome Statement, not joined by Canada)

= Threshold: 30 jurisdictions accounting for at least 60% of UPEs of the in-
scope MNEs ratify before end of 2023 (July 2023 Qutcome Statement) —
MLC
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https://www.whitehouse.gov/presidential-actions/2025/01/the-organization-for-economic-co-operation-and-development-oecd-global-tax-deal-global-tax-deal/
https://www.whitehouse.gov/presidential-actions/2025/01/the-organization-for-economic-co-operation-and-development-oecd-global-tax-deal-global-tax-deal/
https://www.oecd.org/tax/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-october-2021.pdf
https://www.oecd.org/tax/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-october-2021.pdf
https://www.oecd.org/tax/beps/outcome-statement-on-the-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-july-2023.pdf
https://www.oecd.org/tax/beps/outcome-statement-on-the-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-july-2023.pdf
https://www.oecd.org/tax/beps/outcome-statement-on-the-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-july-2023.pdf
https://www.oecd.org/tax/beps/outcome-statement-on-the-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-july-2023.pdf
https://www.oecd.org/tax/beps/oecd-g20-inclusive-framework-members-outcome-statement-on-two-pillar-solution-to-address-tax-challenges-arising-from-digitalisation-july-2023.pdf
https://www.oecd.org/tax/beps/multilateral-convention-to-implement-amount-a-of-pillar-one.pdf
https://www.oecd.org/tax/beps/multilateral-convention-to-implement-amount-a-of-pillar-one.pdf
https://www.oecd.org/tax/beps/oecd-invites-public-input-on-the-draft-multilateral-convention-provisions-on-digital-services-taxes-and-other-relevant-similar-measures-under-amount-a-of-pillar-one.htm
https://www.oecd.org/content/dam/oecd/en/topics/policy-issues/cross-border-and-international-tax/update-pillar-one-timeline-beps-inclusive-framework-december-2023.pdf
https://www.oecd.org/en/about/news/press-releases/2024/05/statement-by-the-oecd-secretary-general-on-the-16th-meeting-of-the-inclusive-framework-on-base-erosion-and-profit-shifting-beps.html
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM:2023:377:FIN
https://www.oecd.org/tax/beps/multilateral-convention-amount-A-pillar-one-overview.pdf
https://www.oecd.org/tax/beps/multilateral-convention-amount-A-pillar-one-overview.pdf
https://www.oecd.org/tax/beps/explanatory-statement-multilateral-convention-to-implement-amount-a-of-pillar-one.pdf
https://www.oecd.org/tax/beps/understanding-on-the-application-of-certainty-for-amount-a-of-pillar-one.pdf
https://www.oecd.org/tax/beps/understanding-on-the-application-of-certainty-for-amount-a-of-pillar-one.pdf
https://www.oecd.org/tax/beps/understanding-on-the-application-of-certainty-for-amount-a-of-pillar-one.pdf
https://www.oecd.org/publications/update-to-the-economic-impact-assessment-of-pillar-one-7c35a55c-en.htm
https://www.oecd.org/publications/update-to-the-economic-impact-assessment-of-pillar-one-7c35a55c-en.htm
https://www.jct.gov/publications/2024/jcx-7-24/
https://www.jct.gov/publications/2024/jcx-7-24/
https://www.jct.gov/publications/2024/jcx-7-24/
https://www.jct.gov/publications/2024/jcx-7-24/
https://www.jct.gov/publications/2024/jcx-7-24/
https://www.oecd-ilibrary.org/taxation/pillar-one-amount-b_21ea168b-en
https://www.oecd.org/content/dam/oecd/en/publications/support-materials/2024/02/pillar-one-amount-b_41a41e1e/statement-qualifying-jurisdiction-definitions-section-5-2-section-5-3-simplified-streamlined-approach.pdf
https://www.oecd.org/content/dam/oecd/en/publications/support-materials/2024/02/pillar-one-amount-b_41a41e1e/statement-covered-jurisdiction-definition-inclusive-framework-commitment-amount-b.pdf
https://www.oecd.org/en/publications/2025/02/consolidated-report-on-amount-b_869e200f.html
https://www.oecd.org/en/publications/2025/02/consolidated-report-on-amount-b_869e200f.html
https://www.oecd.org/tax/beps/public-consultation-document-pillar-one-amount-b-2022.pdf
https://www.oecd.org/tax/beps/public-consultation-document-pillar-one-amount-b-2023.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-issues/cross-border-and-international-tax/mcaa-pillar-one-amount-b.pdf
https://www.oecd.org/tax/beps/progress-report-on-amount-a-of-pillar-one-july-2022.pdf
https://www.oecd.org/tax/beps/progress-report-on-amount-a-of-pillar-one-july-2022.pdf
https://www.oecd.org/tax/beps/pillar-one-amount-a-fact-sheet.pdf
https://www.oecd.org/tax/beps/public-consultation-document-pillar-one-amount-a-nexus-revenue-sourcing.pdf
https://www.oecd.org/tax/beps/public-consultation-document-pillar-one-amount-a-nexus-revenue-sourcing.pdf
https://www.oecd.org/tax/beps/public-consultation-document-pillar-one-amount-a-tax-base-determinations.pdf
https://www.oecd.org/tax/beps/public-consultation-document-pillar-one-amount-a-tax-base-determinations.pdf
https://www.oecd.org/tax/beps/public-consultation-document-pillar-one-amount-a-scope.pdf
https://www.oecd.org/tax/beps/public-consultation-document-pillar-one-amount-a-scope.pdf
https://www.oecd.org/tax/beps/public-consultation-document-pillar-one-amount-a-extractives-exclusion.pdf
https://www.oecd.org/tax/beps/public-consultation-document-pillar-one-amount-a-extractives-exclusion.pdf
https://www.oecd.org/tax/beps/public-consultation-document-pillar-one-amount-a-regulated-financial-services-exclusion.pdf
https://www.oecd.org/tax/beps/public-consultation-document-pillar-one-amount-a-regulated-financial-services-exclusion.pdf
https://www.oecd.org/tax/beps/progress-report-on-the-administration-and-tax-certaint-aspects-of-amount-a-of-pillar-one-two-pillar-solution-to-the-tax-challenges-of-the-digitalisation-of-the-economy.htm
https://www.oecd.org/tax/beps/progress-report-on-the-administration-and-tax-certaint-aspects-of-amount-a-of-pillar-one-two-pillar-solution-to-the-tax-challenges-of-the-digitalisation-of-the-economy.htm
https://www.oecd.org/tax/beps/progress-report-on-the-administration-and-tax-certaint-aspects-of-amount-a-of-pillar-one-two-pillar-solution-to-the-tax-challenges-of-the-digitalisation-of-the-economy.htm
https://www.oecd.org/tax/beps/public-consultation-document-pillar-one-amount-a-tax-certainty-framework.pdf
https://www.oecd.org/tax/beps/public-consultation-document-pillar-one-amount-a-tax-certainty-framework.pdf
https://www.oecd.org/tax/beps/public-consultation-document-pillar-one-amount-a-tax-certainty-issues.pdf
https://www.oecd.org/tax/beps/public-consultation-document-pillar-one-amount-a-tax-certainty-issues.pdf

OECD | Pillar Two
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Proposal for a " Some MS's concerns addressed in the compromise texts in Doc. 10497/22 (June 2022) and
_ D_irec;ive - Doc. 6975/22 (Mar. 2022)
T'mplggnhﬁn;g‘glpglzag Complex political process (vetos, EP Resolution P9 _TA(2022)0290) and Joint Statement by
wo,(m - France, Germany, Italy, Netherlands and Spain (Sept. 2022) (“G5")
e Council Directive (EU) 2022/2523, [2022] OJ L 328/1 (“Pillar Two Directive™) (including a
Council Statement regarding Pillar One in Doc. 15349/22)
2022

>

Dec. 2021

Model Rules
(Dec. 20, 2021),
Commentary
(Mar. 14, 2022),
Examples (Mar.
14, 2022) and
Factsheet -
Announced Model
Treaty Rule for
STTR

TAX Institute for Austrian and International Tax Law . www.wu.ac.at/taxlaw

Common approach — Statement on a Two-Pillar Solution (8 Oct. 2021)
Consultations on Implementation Framework (Mar. 2022), GloBE Information Return (Dec. 2022)

and tax certainty (Dec. 2022), FAQs (June 2024)

Report “Tax Incentiv

| Minimum

Tax” (Oct. 2022) - EU Parliament

Research Note PE 749.793 (June 2023), and Study PE 772.636 (May 2025)

UN work on extractive industries (E/C.18/2023/CRP.39), special economic zones
(UNCTAD/DIAE/INF/2023/1) and investment treaties (IIA Issues Note 4/2023)

TIWB support for developing countries
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https://www.oecd.org/tax/beps/tax-challenges-arising-from-the-digitalisation-of-the-economy-global-anti-base-erosion-model-rules-pillar-two.htm
https://www.oecd.org/tax/beps/tax-challenges-arising-from-the-digitalisation-of-the-economy-global-anti-base-erosion-model-rules-pillar-two-commentary.pdf
https://www.oecd.org/tax/beps/tax-challenges-arising-from-the-digitalisation-of-the-economy-global-anti-base-erosion-model-rules-pillar-two-examples.pdf
https://www.oecd.org/tax/beps/pillar-two-GloBE-rules-fact-sheets.pdf
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=COM:2021:823:FIN
https://data.consilium.europa.eu/doc/document/ST-7709-2022-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/ST-10497-2022-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/ST-10497-2022-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/ST-6975-2022-INIT/en/pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52022IP0290
https://www.mef.gov.it/inevidenza/2022/article_00076/JOINT-STATEMENT-BY-FRANCE-GERMANY-ITALY-NETHERLANDS-AND-SPAIN-OK.pdf
https://www.mef.gov.it/inevidenza/2022/article_00076/JOINT-STATEMENT-BY-FRANCE-GERMANY-ITALY-NETHERLANDS-AND-SPAIN-OK.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32022L2523
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32022L2523
https://data.consilium.europa.eu/doc/document/ST-15349-2022-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/ST-15349-2022-INIT/en/pdf
https://www.oecd.org/tax/beps/tax-challenges-arising-from-the-digitalisation-of-the-economy-global-anti-base-erosion-model-rules-pillar-two.pdf
https://eur-lex.europa.eu/resource.html?uri=cellar:fa5dbfaf-633f-11ec-9136-01aa75ed71a1.0001.02/DOC_1&format=PDF
https://www.oecd.org/content/dam/oecd/en/topics/policy-issues/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-october-2021.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-issues/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-october-2021.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-issues/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-october-2021.pdf
https://www.oecd.org/tax/beps/oecd-invites-public-input-on-the-implementation-framework-of-the-global-minimum-tax.htm
https://www.oecd.org/tax/beps/public-consultation-document-pillar-two-globe-information-return.pdf
https://www.oecd.org/tax/beps/public-consultation-document-pillar-two-tax-certainty-for-the-globe-rules.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/faqs-on-model-globe-rules.pdf
https://www.oecd.org/publications/tax-incentives-and-the-global-minimum-corporate-tax-25d30b96-en.htm
https://www.europarl.europa.eu/RegData/etudes/ATAG/2023/749793/EPRS_ATA(2023)749793_EN.pdf
https://www.europarl.europa.eu/RegData/etudes/STUD/2025/772636/ECTI_STU(2025)772636_EN.pdf
https://financing.desa.un.org/sites/default/files/2023-10/CRP.39%20Tax%20Incentives%20and%20the%20Global%20Minimum%20Tax%20in%20the%20Extractive%20Industries-update%204OCT_0.pdf
https://unctad.org/system/files/official-document/diaeinf2023d1_en.pdf
https://unctad.org/system/files/official-document/diaepcbinf2023d7_en.pdf
http://www.tiwb.org/resources/reports-case-studies/tax-inspectors-without-borders-annual-report-2022.pdf
http://www.tiwb.org/resources/reports-case-studies/tax-inspectors-without-borders-annual-report-2022.pdf
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= Entry into force — Fiscal years beginning from Dec. 31, 2023 (for IIR), Dec. 31, 2024 (for UTPR) (Art. 56)

ol = Council/Commission Statements on subsequent OECD guidance (Doc. 14732/1/23, Oct. 2023) (Art. 32 and Pt. 24 of the
Preamble) and on the SbS Package (Jan. 2026, Notice O] C, C/2026/253), agreement by (non-OECD member) Cyprus regarding
safe harbors (Mar. 2023, Oct. 2023, July 2024, and Jan. 2026)

= Delayed application (Art. 50): Estonia, Latvia, Lithuania, Malta, Slovakia (C/2023/1536, Dec. 2023)
= Infringement proceedings against Spain, Cyprus, Poland and Portugal (Oct. 2024)

= FAQs on technical issues (Dec. 2023)

= DAC9 (Directive (EU) 2025/872) on the top-up tax information return (TTIR) (Apr. 2025)

- - * Note: ATAD evaluation (Ares(2024)5539672) — “Decluttering" (Doc. 6748/25)

2022/2023/2024/2025/2026

’_________*

= Safe harbors and penaliy relief (Dec. 2022)

= Administrative Guidance: 1: Feb. 2023, 2: July 2023, 3: Dec. 2023 (— Consolidated Commentary + Examples, Apr. 2024); 4:
June 2024, 5: Jan. 2015 (GIR), 6: Jan. 2015 (deferred tax assets) (— Consolidated Commentary, May. 2025) — Central Record:
Jan. 2026 _S_d_e_bAcS_ld_e_Pa_ckag_e (Jan. 2026)

» GIoBE Information Return (GIR) Templ (July 2023) and revised GIR (Jan. 2025), XML Schema (Jan. 2025) (draft XML Schema:
Aug. 2024), MAAC for GIR Exchange (Jan. 2025 - 20 signatories as of Sept. 2025) — Note: DAC9 in the EU (Directive (EU)
2025/872)

= Qutcome Statement (July 2023 - 142 IF members [May 2024]) — STTR MR and Comm. (July 2023), STTR MLI and Explanatory
Statement (Oct. 2023 - 10 signatories as of Sept. 2025)

» Minimum Tax Implementation Handbook (Oct. 2023)

* Qualified Status (Q&A, Jan. 2025) — Self-certification and peer review — Central Record (Aug. 2025)

- - . lt .
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https://www.consilium.europa.eu/media/67850/st14732-re01-en23.pdf
https://eur-lex.europa.eu/eli/C/2026/253/oj/eng
https://eur-lex.europa.eu/eli/C/2026/253/oj/eng
https://taxation-customs.ec.europa.eu/system/files/2023-12/Cyrpus%20-%20Commitment%20letter%2022%20March%202023.pdf
https://taxation-customs.ec.europa.eu/system/files/2023-12/Cyprus%20-%20Commitment%20letter%2023%20October%202023.pdf
https://www.gov.cy/en/economy-and-finance/the-republic-of-cyprus-provided-consent-under-if-oecd-to-the-pillar-2-safe-harbour-rules/
https://www.gov.cy/mof/en/uncategorized/minister-of-finance-press-release-on-the-side-by-side-package-approved-by-the-oecd-g20-inclusive-framework-on-beps-on-january-5th-2026-2/
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:C_202301536
https://europa.eu/newsroom/ecpc-failover/pdf/ip-24-4884_en.pdf
https://europa.eu/newsroom/ecpc-failover/pdf/ip-24-4884_en.pdf
https://ec.europa.eu/atwork/applying-eu-law/infringements-proceedings/infringement_decisions/?lang_code=en&langCode=EN&version=v1&typeOfSearch=byDecision&refId=INFR(2024)0049&page=1&size=10&order=desc&sortColumns=decisionDate
https://ec.europa.eu/atwork/applying-eu-law/infringements-proceedings/infringement_decisions/?lang_code=en&langCode=EN&version=v1&typeOfSearch=byDecision&refId=INFR(2024)0020&page=1&size=10&order=desc&sortColumns=decisionDate
https://ec.europa.eu/atwork/applying-eu-law/infringements-proceedings/infringement_decisions/?lang_code=en&langCode=EN&version=v1&typeOfSearch=byDecision&refId=INFR(2024)0113&page=1&size=10&order=desc&sortColumns=decisionDate
https://ec.europa.eu/atwork/applying-eu-law/infringements-proceedings/infringement_decisions/?lang_code=en&langCode=EN&version=v1&typeOfSearch=byDecision&refId=INFR(2024)0119&page=1&size=10&order=desc&sortColumns=decisionDate
https://taxation-customs.ec.europa.eu/system/files/2023-12/20231222%20Pillar%202%20technical%20FAQ.pdf
https://taxation-customs.ec.europa.eu/system/files/2023-12/20231222%20Pillar%202%20technical%20FAQ.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32025L0872
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/14287-Richtlinie-zur-Bekampfung-von-Steuervermeidung-ATAD-Richtlinie-Bewertung_de
https://data.consilium.europa.eu/doc/document/ST-6748-2025-INIT/en/pdf
https://www.oecd.org/tax/beps/safe-harbours-and-penalty-relief-global-anti-base-erosion-rules-pillar-two.pdf
https://www.oecd.org/tax/beps/safe-harbours-and-penalty-relief-global-anti-base-erosion-rules-pillar-two.pdf
https://www.oecd.org/tax/beps/agreed-administrative-guidance-for-the-pillar-two-globe-rules.pdf
https://www.oecd.org/tax/beps/administrative-guidance-global-anti-base-erosion-rules-pillar-two-july-2023.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/administrative-guidance-global-anti-base-erosion-rules-pillar-two-december-2023.pdf
https://www.oecd-ilibrary.org/taxation/tax-challenges-arising-from-the-digitalisation-of-the-economy-consolidated-commentary-to-the-global-anti-base-erosion-model-rules-2023_b849f926-en
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/tax-challenges-arising-from-the-digitalisation-of-the-economy-global-anti-erosion-model-rules-pillar-two-examples.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/administrative-guidance-global-anti-base-erosion-rules-pillar-two-june-2024.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/administrative-guidance-article-8-1-4-article-8-1-5-globe-rules-pillar-two-january-2025.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/administrative-guidance-article-9-1-globe-rules-pillar-two-january-2025.pdf
https://www.oecd.org/en/publications/tax-challenges-arising-from-the-digitalisation-of-the-economy-consolidated-commentary-to-the-global-anti-base-erosion-model-rules-2025_a551b351-en.html
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/administrative-guidance-globe-rules-pillar-two-central-record-legislation-transitional-qualified-status.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/tax/beps/globe-information-return-pillar-two.pdf
https://www.oecd.org/tax/beps/globe-information-return-pillar-two.pdf
https://www.oecd.org/en/publications/2025/01/tax-challenges-arising-from-the-digitalisation-of-the-economy-globe-information-return-january-2025_b03274ed.html?mc_cid=329d27dd3f&mc_eid=d678d0d627
https://www.oecd.org/en/publications/2025/01/globe-information-return-pillar-two-xml-schema_3980638f.html?mc_cid=329d27dd3f&mc_eid=d678d0d627
https://www.oecd.org/en/events/public-consultations/2024/07/draft-user-guide-for-the-globe-information-return-xml-schema.html
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/multilateral-competent-authority-agreement-exchange-of-globe-information.pdf?mc_cid=329d27dd3f&mc_eid=d678d0d627
https://www.oecd.org/content/dam/oecd/en/topics/policy-issues/tax-transparency-and-international-co-operation/gir-mcaa-signatories.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32025L0872
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32025L0872
https://www.oecd.org/tax/beps/outcome-statement-on-the-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-july-2023.pdf
https://www.oecd.org/tax/beps/outcome-statement-on-the-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-july-2023.pdf
https://www.oecd.org/tax/beps/oecd-g20-inclusive-framework-members-outcome-statement-on-two-pillar-solution-to-address-tax-challenges-arising-from-digitalisation-july-2023.pdf
https://www.oecd-ilibrary.org/taxation/tax-challenges-arising-from-the-digitalisation-of-the-economy-subject-to-tax-rule-pillar-two_9afd6856-en
https://www.oecd.org/tax/beps/multilateral-convention-to-facilitate-the-implementation-of-the-pillar-two-subject-to-tax-rule.htm
https://www.oecd.org/en/topics/sub-issues/subject-to-tax-rule/multilateral-convention-to-facilitate-the-implementation-of-the-pillar-two-subject-to-tax-rule.html
https://www.oecd.org/en/topics/sub-issues/subject-to-tax-rule/multilateral-convention-to-facilitate-the-implementation-of-the-pillar-two-subject-to-tax-rule.html
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/sttr/sttr-mli-signatories-and-parties.pdf
https://www.oecd.org/tax/beps/minimum-tax-implementation-handbook-pillar-two.htm
https://www.oecd.org/tax/beps/minimum-tax-implementation-handbook-pillar-two.htm
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/qualified-status-under-the-global-minimum-tax-questions-and-answers.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/administrative-guidance-globe-rules-pillar-two-central-record-legislation-transitional-qualified-status.pdf
https://www.oecd.org/tax/beps/tax-challenges-arising-from-the-digitalisation-of-the-economy-global-anti-base-erosion-model-rules-pillar-two.pdf
https://eur-lex.europa.eu/resource.html?uri=cellar:fa5dbfaf-633f-11ec-9136-01aa75ed71a1.0001.02/DOC_1&format=PDF
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= Legislation and consultations in = "Withdrawal” of the US from the “Global Tax Deal* — US Memorandum on
numerous countries (with the OECD Global Tax Deal (Jan. 2025) (exit from the ,Global Tax Deal",
varying implementation potential countermeasures against extraterritoiral or discriminatory foreign
IIR/UTPR/QDMTT) taxes)
= Continued opposition from US, » UTPR as extraterritorial tax and potential US countermeasures
e.g., = US Memorandum on America First Trade Policy (Jan. 2025) (investigation
= Pre-2025 Republican objections into extraterritoiral or discriminatory foreign taxes under § 891 IRC)
to the UTPR (17 Sept. 2024) = US Memorandum on Defending American Companies and Innovators From
= Letter by members of the House Overseas Extortion and Unfair Fines and Penalties (Feb. 2025) (especially
Committee on Ways and Means DSTs, but also UTPR)
to President Trump (3 February * Proposed Defending American Jobs and Investment Act, H.R.591 (Jan. 2025)
2025) (“DAII") (targeting UTPR as extraterritorial, likely not IIR) and Proposed
= On countermeasures, H. R. Unfair Tax Prevention Act, H.R. 2423 (Mar. 2025) (BEAT vs UTPR) — Draft §
3665, on economic analysis, 899 of the One Big Beautiful Bill Act (OBBBA), H.R.1 (May 2025), but
JCX-35-23, on revenue impacts, removed following the G7-agreement on co-existen nd removal
Republican objections to the (26 June 2025) and not part of the OBBBA (139 Stat. 72 of 4 Jul. 2025)
UTPR, Sept. 2024) = Reportedly three options presented by the Polish EU presidency in Apr. 2025
(i.e., credits, UTPR, equivalence) (Doc. 9960/25 of 18 Jun. 2025)
= No indication, e.g., from India, China
= Continued critizism by Global South, NGOs (e.g., Tax Justice Network)
2024/2025 2025
> L} _—— L} _—— L} _—— L} _—— L} _— L} _— L} _— >
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https://eur-lex.europa.eu/resource.html?uri=cellar:fa5dbfaf-633f-11ec-9136-01aa75ed71a1.0001.02/DOC_1&format=PDF
https://www.oecd.org/tax/beps/tax-challenges-arising-from-the-digitalisation-of-the-economy-global-anti-base-erosion-model-rules-pillar-two.pdf
https://waysandmeans.house.gov/wp-content/uploads/2024/09/U.S.-House-Letter-to-OECD.pdf
https://waysandmeans.house.gov/wp-content/uploads/2024/09/U.S.-House-Letter-to-OECD.pdf
https://www.taxnotes.com/research/federal/legislative-documents/congressional-tax-correspondence/republican-lawmakers-support-executive-orders-oecd/7qy9d
https://www.taxnotes.com/research/federal/legislative-documents/congressional-tax-correspondence/republican-lawmakers-support-executive-orders-oecd/7qy9d
https://www.taxnotes.com/research/federal/legislative-documents/congressional-tax-correspondence/republican-lawmakers-support-executive-orders-oecd/7qy9d
https://www.taxnotes.com/research/federal/legislative-documents/congressional-tax-correspondence/republican-lawmakers-support-executive-orders-oecd/7qy9d
https://www.congress.gov/bill/118th-congress/house-bill/3665/text
https://www.congress.gov/bill/118th-congress/house-bill/3665/text
https://www.jct.gov/publications/2023/jcx-35r-23/
https://www.jct.gov/publications/2023/jcx-35r-23/
https://www.jct.gov/publications/2023/jcx-35r-23/
https://www.jct.gov/publications/2023/jcx-35r-23/
https://www.jct.gov/publications/2023/jcx-35r-23/
https://www.finance.senate.gov/imo/media/doc/118-0228b_june_2023.pdf
https://waysandmeans.house.gov/wp-content/uploads/2024/09/U.S.-House-Letter-to-OECD.pdf
https://waysandmeans.house.gov/wp-content/uploads/2024/09/U.S.-House-Letter-to-OECD.pdf
https://www.whitehouse.gov/presidential-actions/2025/01/the-organization-for-economic-co-operation-and-development-oecd-global-tax-deal-global-tax-deal/
https://www.whitehouse.gov/presidential-actions/2025/01/the-organization-for-economic-co-operation-and-development-oecd-global-tax-deal-global-tax-deal/
https://www.whitehouse.gov/presidential-actions/2025/01/america-first-trade-policy/
https://www.whitehouse.gov/presidential-actions/2025/01/america-first-trade-policy/
https://www.whitehouse.gov/presidential-actions/2025/02/defending-american-companies-and-innovators-from-overseas-extortion-and-unfair-fines-and-penalties/
https://www.whitehouse.gov/presidential-actions/2025/02/defending-american-companies-and-innovators-from-overseas-extortion-and-unfair-fines-and-penalties/
https://www.whitehouse.gov/presidential-actions/2025/02/defending-american-companies-and-innovators-from-overseas-extortion-and-unfair-fines-and-penalties/
https://www.congress.gov/bill/119th-congress/house-bill/591
https://www.congress.gov/bill/119th-congress/house-bill/2423/text/ih?overview=closed&format=xml
https://www.congress.gov/bill/119th-congress/house-bill/1/text
https://www.finance.senate.gov/chairmans-news/chairman-crapo-and-chairman-smith-applaud-trump-administration-for-international-tax-agreement-protecting-american-workers-and-businesses
https://www.finance.senate.gov/chairmans-news/chairman-crapo-and-chairman-smith-applaud-trump-administration-for-international-tax-agreement-protecting-american-workers-and-businesses
https://www.finance.senate.gov/chairmans-news/chairman-crapo-and-chairman-smith-applaud-trump-administration-for-international-tax-agreement-protecting-american-workers-and-businesses
https://www.finance.senate.gov/chairmans-news/chairman-crapo-and-chairman-smith-applaud-trump-administration-for-international-tax-agreement-protecting-american-workers-and-businesses
https://www.finance.senate.gov/chairmans-news/chairman-crapo-and-chairman-smith-applaud-trump-administration-for-international-tax-agreement-protecting-american-workers-and-businesses
https://www.finance.senate.gov/chairmans-news/chairman-crapo-and-chairman-smith-applaud-trump-administration-for-international-tax-agreement-protecting-american-workers-and-businesses
https://www.finance.senate.gov/chairmans-news/chairman-crapo-and-chairman-smith-applaud-trump-administration-for-international-tax-agreement-protecting-american-workers-and-businesses
https://www.congress.gov/119/plaws/publ21/PLAW-119publ21.pdf
https://data.consilium.europa.eu/doc/document/ST-9960-2025-INIT/en/pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=5342268
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= G7 statement on “side-by-side” system = Legislation in > 50 jurisdictions — As of Dec. 2025: 44 have a QIIR,
(28 June 2025: Statements US Treasury and 46 a QDMTT (but UTPR adoption - 33 - seems largely limited to
G7 Presidency via the Canadian Department EU/Europe and, e.q., Australia, Canada, Japan, Korea) — As of July
of Finance), OECD Secretary General 2025, 55 jurisdictions have implemented or are planning to implement
Statement (28 June 2025), G20 Communigue GloBE or QDMTT by 2024/2025, concrete steps by 10 jurisdictions

(18 Jul. 2025) in light of § 899 IRC and its = Increasing discussion about suspension of the Pillar Two Directive

removal and/or work on safe harbors (for UTPR and IIR) (e.g., CFE OS FC

] Conti_nued wo_rk in the OECD “t(_) reach a 2/2025, BDI July 2025, German (State) Finance Ministers Oct. 2025)
solution that is acceptable and implementable = Reference regarding the compatibility of the UTPR with EU
by all” (July 2025) fundamental rights in Case C-519/25, American Free Enterprise

= OECD/WP11 design options proposal (Aug. Chamber of Commerce) - Reference by the Belgian Constitutional Court
2025) to fully exdlude US companies from the (No. 8267), referred to the CJEU (by decision 104/2025 of 17 July 2025)
global minimum tax, but - reported - » Side-by-Side Package (Jan. 2026) — Accepted under Art 32 in the EU
opposition by some States. (Jan. 2026, Notice 01 C, C/2026/253)

= EESC opinion of 18 Jun. 2025, OJ

« Simplified ETR Safe Harb
C/2025/4202 (20 Aug. 2025) and EU 'mpine ate narbour

Parliament’s position in A10-0155/2025 (24 = Extension of the Transitional CbCR Safe Harbour

Jul. 2025) — Safeguarding integrity? » Substance-based Tax Incentive Safe Harbour
Equivalence (Art 52)? Safe harbors » Side-by-Side Safe Harbour — Only US (as of 5 Jan. 2026)
(Art 32)? Amendment?

= UPE Safe Harbor (20% nominal and 15% QDMTT/CAMT)

= Future work (e.g., information exchange framework, compliance and
administration, dispute resolution)

Early- to Mid-2025 2026

_—_—_—_—_>

Fall 2025/Spring 2026
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https://eur-lex.europa.eu/resource.html?uri=cellar:fa5dbfaf-633f-11ec-9136-01aa75ed71a1.0001.02/DOC_1&format=PDF
https://www.oecd.org/tax/beps/tax-challenges-arising-from-the-digitalisation-of-the-economy-global-anti-base-erosion-model-rules-pillar-two.pdf
https://home.treasury.gov/news/press-releases/sb0181
https://www.canada.ca/en/department-finance/news/2025/06/g7-statement-on-global-minimum-taxes.html
https://www.canada.ca/en/department-finance/news/2025/06/g7-statement-on-global-minimum-taxes.html
https://www.oecd.org/en/about/news/speech-statements/2025/06/statement-by-the-oecd-secretary-general-on-g7-progress-on-international-tax-co-operation.html
https://www.oecd.org/en/about/news/speech-statements/2025/06/statement-by-the-oecd-secretary-general-on-g7-progress-on-international-tax-co-operation.html
https://g20.org/g20-media/3rd-finance-ministers-central-bank-governors-meeting/
https://doi.org/10.1787/d5a361a0-en
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:C_202504202
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:C_202504202
https://www.europarl.europa.eu/doceo/document/A-10-2025-0155_EN.pdf
https://www.europarl.europa.eu/doceo/document/A-10-2025-0155_EN.pdf
https://www.europarl.europa.eu/doceo/document/A-10-2025-0155_EN.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/administrative-guidance-globe-rules-pillar-two-central-record-legislation-transitional-qualified-status.pdf
https://www.pwc.com/gx/en/tax/international-tax-planning/pillar-two/pwc-pillar-two-country-tracker-summary-v2.pdf
https://doi.org/10.1787/d5a361a0-en
https://doi.org/10.1787/d5a361a0-en
https://taxadviserseurope.org/project/opinion-statement-2-2025-on-the-introduction-of-a-temporary-pause-of-pillar-2-extra-territorial-rules-iir-utpr-under-article-32-eu-minimum-tax-directive/
https://taxadviserseurope.org/project/opinion-statement-2-2025-on-the-introduction-of-a-temporary-pause-of-pillar-2-extra-territorial-rules-iir-utpr-under-article-32-eu-minimum-tax-directive/
https://bdi.eu/artikel/news/aussetzung-und-vereinfachung-der-globalen-mindeststeuer
https://finanzen.hessen.de/presse/globale-mindeststeuer-muss-vorerst-ausgesetzt-werden
https://curia.europa.eu/juris/liste.jsf?language=de&num=C-519/25
https://curia.europa.eu/juris/liste.jsf?language=de&num=C-519/25
https://www.ejustice.just.fgov.be/cgi/article.pl?language=de&sum_date=2024-07-18&lg_txt=d&numac_search=2024007096
https://de.const-court.be/public/d/2025/2025-104d.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://eur-lex.europa.eu/eli/C/2026/253/oj/eng
https://eur-lex.europa.eu/eli/C/2026/253/oj/eng
https://www.oecd.org/en/topics/sub-issues/global-minimum-tax/central-record-of-legislation-with-transitional-qualified-status.html

Pillar Two | EU Directive “U

VIENNA

=  Council Directive (EU) 2022/2523 of 14 December 2022 on ensuring a global minimum level of taxation for
multinational enterprise groups and large-scale domestic groups in the Union, [2022] O] L 328/1,
based on the Commission's Proposal for a GloBE Directive, tabled by the EU Commission on Dec. 22, 2021
(COM(2021)823)

*» Closely based on the OECD Model Rules (*common approach” — Statement on a Two-Pillar Solution, 8
Oct. 2021)

» Idea — Uniform rules and a common minimum level of protection in the EU internal market and
prevention of disparities in cross-border situations

= Optional elements — QDMTT (Art. 11) — And no top-up tax if QDMTT is calculated based on parent’s
accounting standards or IFRS (Art. 11(2))

» EU-specific elements, fundamental freedoms compliance — Application of the IIR (or QDMTT) to
domestic low-taxed entities of MNEs (UPE + domestic CEs) and to large-scale domestic groups (LSDGs) (Art
5), i.e., little/no scope for the application of the UTPR in case of EU UPEs — EEA: Iceland (), Liechtenstein
(v), Norway (V)

» Other non-OECD elements — Penalties (Art. 46), initial phase of international operations for large-scale
domestic groups and domestic CEs (Art. 49), election for delayed application for MS with < 12 UPEs (Art.
50), assessment of equivalence of foreign IIR rules, e.g., GILTI (Art. 52), third-country agreements
regarding reporting obligations (Art. 55)

. . . ﬁ..\'- NgH SRocuriy
TAX Institute for Austrian and International Tax Law . www.wu.ac.at/taxlaw “EQUIS Wgaacse <0 AMBA

nnnnnnnn


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32022L2523
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32022L2523
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=COM:2021:823:FIN
https://www.oecd.org/content/dam/oecd/en/topics/policy-issues/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-october-2021.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-issues/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-october-2021.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-issues/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-october-2021.pdf

Pillar Two | Political Challenges “U

VIENNA

» Initially: "GILTI Coexistence” (Pillar Two Blueprint
2020, para 27)

= "Common approach” — Statement on a Two-
Pillar Solution, 8 Oct. 2021

» "Withdrawal” of the US from the “Global Tax Deal®
— US Memorandum on the OECD Global Tax Deal
(Jan. 2025) (exit from the ,Global Tax Deal®, potential
countermeasures against extraterritoiral or
discriminatory foreign taxes)

= Draft § 899 of the One Big Beautiful Bill Act
(OBBBA), H.R.1 (May 2025)

» G7 statement on "side-by-side” system (28 June
2025: Statements US Treasury and G7 Presidency via
the Canadian D ment of Finance), OECD Secretary

General Statement (28 June 2025)
= IF/OECD/WP11 — Side-by-Side Package (Jan.
2026) Note: Net CFC Tested Income (NCTI) and CAMT vs Pillar Two —
Rate (12.6%/14% vs 15%), base (US tax vs adjusted book), carve out
» EU acceptance of SbS Package, Jan. 2026, Notice O] (no QBAIl vs SBIE), blending (global with income-related pools vs
C, C/2026/253, under Art 32 (not Art 52) jurisdictional) — US taxes foreign PE income at regular rate. — Both EU

and US have CFC rules for passive income efc, taxed at domestic
rate.

o
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https://www.oecd.org/content/dam/oecd/en/publications/reports/2020/10/tax-challenges-arising-from-digitalisation-report-on-pillar-two-blueprint_4c7eaa3d/abb4c3d1-en.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-issues/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-october-2021.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-issues/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-october-2021.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-issues/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-october-2021.pdf
https://www.whitehouse.gov/presidential-actions/2025/01/the-organization-for-economic-co-operation-and-development-oecd-global-tax-deal-global-tax-deal/
https://www.congress.gov/bill/119th-congress/house-bill/1/text
https://home.treasury.gov/news/press-releases/sb0181
https://www.canada.ca/en/department-finance/news/2025/06/g7-statement-on-global-minimum-taxes.html
https://www.oecd.org/en/about/news/speech-statements/2025/06/statement-by-the-oecd-secretary-general-on-g7-progress-on-international-tax-co-operation.html
https://www.oecd.org/en/about/news/speech-statements/2025/06/statement-by-the-oecd-secretary-general-on-g7-progress-on-international-tax-co-operation.html
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://eur-lex.europa.eu/eli/C/2026/253/oj/eng
https://eur-lex.europa.eu/eli/C/2026/253/oj/eng
https://eur-lex.europa.eu/eli/C/2026/253/oj/eng

Pillar Two | Political Challenges “U

VIENNA

= The G7 statement on “side-by-side” system did not address QDMTTs and the pushdown of cross-border
taxes (such as GILTI/NCTI)

= SSTR — QDMTT — CFC (GILTI/NFCTI) — IIR — UTPR

= In general: CFC push down for purposes of calculating ETR (Art 4.3 OECD MR), including allocation of blended CFC tax,
such as GILTI (Art 4 paras 58 et seq OECD MR Comm.) .

= But: OECD rule order (# Commission's Proposal,

COM(2021)823, 2) - QDMTT before CFC (Art 10 ure ure ure upe
para. 118.30 OECD MR Comm.) — Specific ordering == : = e
rule “is aimed at attributing primary taxing rights to e jﬂ el o
the jurisdiction applying the QDMTT in relation to its , :
Constituent Entities” and to prevent circular calculations, B | o] ||| | aveomnl | st | ieoom] |||

although unsystematic (as CFC taxes are part of the
regular corporate tax system, which logically comes before
Pillar Two) — Foreign QDMTTs as creditable taxes for purposes of the US FTC

= QDMTT Priority in the SbS-Package:

23. Neither of the safe harbours agreed as part of the SbS System will interfere with or prevent
QDMTTs applying to the operation of all MNE Groups and those QDMTTs will continue to be calculated
without a pushdown of CFC or other owner-level taxes. In addition, all IF members remain committed to
crediting QDMTTs on the same terms as any other creditable foreign income tax.
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Pillar Two | Legal Challenges “U

VIENNA

= Competence — Based on Art 115 TFEU to remove the “inconsistency” of the “absence of rules ensuring
minimum effective corporate taxation across the Single Market” (COM(2021)823) — Correct legal basis?
Proportionality? — Dismissed on procedural grounds T-144/23, Koninklijke Boskalis and BOTS v. Council, and
C-146/24 P, Fugro v. Council (appeal to T-143/23 — Commission's information note). — But doubts increased
by Opinion AG Kokott, 22 May 2025, C-524/23, Commission v. Belgium, EU:C:2025:381 (concerning the
ATAD)

= Fundamental Freedoms — Clear approach of the Directive to avoid conflicts with the non-disrcimination

rules of the fundamental freedoms by extending the IIR to purely domestic groups and domestic
subsidiaries (Art. 5), i.e., to groups with the UPE and CEs (entities or PES) in the same MS — Hence, no de jure
discrimination, but perhaps de facto discrimination? — "Shielding Effect” of Secondary Law

= State Aid — Art 107 TFEU only refers to “aid granted by a Member State or through State resources” — No
imputability to the Member States (e.qg., Deutsche Bahn, Para. 44 of the 2016 Commission Notice)

o
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https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=COM:2021:823:FIN
https://curia.europa.eu/juris/liste.jsf?language=en&num=T-144/23
https://curia.europa.eu/juris/liste.jsf?num=C-146/24&language=en
https://curia.europa.eu/juris/liste.jsf?num=C-146/24&language=en
https://curia.europa.eu/juris/liste.jsf?num=C-146/24&language=en
https://curia.europa.eu/juris/liste.jsf?language=en&num=T-143/23
https://curia.europa.eu/juris/liste.jsf?language=en&num=T-143/23
https://curia.europa.eu/juris/liste.jsf?language=en&num=T-143/23
https://data.consilium.europa.eu/doc/document/ST-8476-2023-INIT/en/pdf
https://curia.europa.eu/juris/liste.jsf?language=en&td=ALL&num=C-524/23
https://curia.europa.eu/juris/liste.jsf?language=en&num=T-351/02
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52016XC0719%2805%29

Pillar Two | Legal Challenges “U

VIENNA

» Fundamental Rights — UTPR versus freedom to conduct a business, right to property and equality/non-
discrimination Art 15, 16, 17, 20 and 21 of the Charter and the principle of territoriality — Proceedings at the
Belgian Constitutional Court (No. 8267), referred to the CJEU (by decision 104/2025 of 17 July 2025, pending as
Case C-519/25, American Free Enterprise Chamber of Commerce)

» Interpretation of EU Law in light of OECD Guidance — Art 32 of the Directive, Pt 24 of the Preamble of the
Directive Council and Commission statements, Doc. 14732/1/23 — "SbS Regime”? — EU acceptance of SbS

Package, Jan. 2026, Notice O] C, C/2026/253]

= Investment Protection etc — Also connection with "QDMTT payable” in the OECD Administrative Guidance
(Art 5.2.3 para 20.1 OECD MR Comm.)

= Tax Treaties — IIR, UTPR, QDMTT versus Art 7, 10, 23 OECD MC — If so, “"EU mandated treaty override”, but
Art 351 TFEU (for pre-accession third-country treaties)

=  Application of domestic anti-abuse provisions within Pillar Two? — Simplification of the EU Tax
Architecture and Legislation — Note for discussion on the assessment of the implementation of the ATAD,
Ares(2025)8715162 (14 Oct. 2025)

» Relationship with BEFIT? — “EU Pooling” versus country-by-country ETR versus "Pillar Two compensation
accounting”?

o
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https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:12012P/TXT
https://www.ejustice.just.fgov.be/cgi/article.pl?language=de&sum_date=2024-07-18&lg_txt=d&numac_search=2024007096
https://de.const-court.be/public/d/2025/2025-104d.pdf
https://curia.europa.eu/juris/liste.jsf?language=de&num=C-519/25
https://www.consilium.europa.eu/media/67850/st14732-re01-en23.pdf
https://eur-lex.europa.eu/eli/C/2026/253/oj/eng
https://eur-lex.europa.eu/eli/C/2026/253/oj/eng

Legal Challenges | Issue #1: Fundamental Rights “U

» Fundamental Rights — UTPR versus No IIR Assumption: J
freedom to conduct a business, right to m <15%
property and equality/non-discrimination
Art 15, 16, 17, 20 and 21 of the Charter
and the principle of territoriality

» Proceedings at the Belgian Constitutional E
Court (No. 8267), referred tothe CJEU @ = === = =" == s = s s ==
(by decision 104/2025 of 17 July 2025, ]

pending as Case C-519/25, American
Free Enterprise Chamber of Commerce)

» Question purely hypothetical after Capital: € 10.000,

Transitional UTPR Safe Harbour or SbS m UTPR Revenue: € 1.000.000
Package? Profit: € 100.000

Note: Transitional UTPR Safe Harbour under Administrative Guidance (July 2023

= Annex A Chapter 4 OECD MR Comm.) — UTPR Top-up Tax Amount calculated for

the UPE Jurisdiction shall be deemed to be zero if hominal statutory tax rate = 20%

(for fiscal years < 12 months beginning on or before 31 December 2025 and ending
before 31 December 2026)

78
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https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:12012P/TXT
https://www.ejustice.just.fgov.be/cgi/article.pl?language=de&sum_date=2024-07-18&lg_txt=d&numac_search=2024007096
https://de.const-court.be/public/d/2025/2025-104d.pdf
https://curia.europa.eu/juris/liste.jsf?language=de&num=C-519/25
https://curia.europa.eu/juris/liste.jsf?language=de&num=C-519/25
https://www.oecd.org/tax/beps/administrative-guidance-global-anti-base-erosion-rules-pillar-two-july-2023.pdf

Legal Challenges | Issue #1: Fundamental Rights “U

VIENNA

But: Choice of the implementing Member States between UTPR charge and denial of deductions in Art 12

Directive
Article 12

Application of a UTPR across the MNE group

1. Where the ultimate parent entity of an MNE group is located in a third-country jurisdiction that does not apply a
here the ultlmate parent entity of an MNE group is an excluded entity, Member States shall ensure that
the constituent entities the Union are subject, in the Member State in which they are located, to an adjustment
equal to the UTPR top-up tax amount a o that Member State for the fiscal year in accordance with Article 14.

“Equivalent adjustment‘ —~5
(Art2.4.1 paras 93-94 OECD MR For that purpose, such adjustment may take the form of either a top-up tax due by those constituent entities or a denial of
4. deduction against the taxable income of those constituent entities resulting in an amount of tax liabﬂWcollect

Comm.) the UTPR top-up tax amount allocated to that Member State.

2. Where a Member State applies the adjustment pursuant to paragraph is Article in the form of a denial of

“Denial of a deduction*

) deduction against taxable income, such adjustment shall apply to t ent possible with respect to the taxable year in
(Art2.4.1 paras 91-92 OECD MR which the fiscal year for which the UTPR top-up tax amou computed and allocated to a Member State in accordance
Comm.) with Article 14 ends.

\

Any UTPR top-up tax amount that remains due with respect to a fiscal year as a result of the application of a denial of
deduction against taxable income for that fiscal year shall be carried forward to the extent necessary and shall be subject,
with respect to each following fiscal year, to the adjustment pursuant to paragraph 1 until the full UTPR top-up tax
amount allocated to that Member State for that fiscal year has been paid.

- - . lt .
TAX Institute for Austrian and International Tax Law . www.wu.ac.at/taxlaw “EQuIs Wi§aacse <TPAMBA



Legal Challenges | Issue #2: Dynamism “U

VIENNA

= OECD Model Rules (Dec. 20, 2021)
= [Proposal for a Directive implementing Pillar Two, COM(2021)823 (Dec. 22, 2021)]

» OECD MR Commentary (Mar. 14, 2022) and Examples (Mar. 14, 2022)

= [Council Directive (EU) 2022/2523 of 14 December 2022, precedes the 2023/24/25/26 OECD administrative
guidance (e.g., on safe harbors, rule order on QDMTT before CFC)]

= Transitional CbCR Safe Harbour (Dec. 20, 2022)
= First tranche of Administrative Guidance (Feb. 2, 2023)
= Second tranche of Administrative Guidance (July 17, 2023) — QDMTT SH and Transitional UTPR SH

» [— Consolidated Commentary + Examples, Apr. 2024]
= GloBE Information Return Template (July 17, 2023) and subsequently updated (Jan. 2025)
= Third tranche of Administrativ idance (Dec. 18, 2023)
= Fourth tranche of Administrative Guidance (June 17, 2024)
= Fifth tranche of Administrative Guidance — Part 1 and Part 2 (Jan. 15, 2025)
= [— Consolidated Commentary, May. 2025]
= Side-by-Side Package (5 Jan. 2026)
= [— EU acceptance of Side-by-Side Package, Jan. 2026, Notice O] C, C/2026/253]

sssssssssss
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https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=COM:2021:823:FIN
https://www.oecd.org/tax/beps/tax-challenges-arising-from-the-digitalisation-of-the-economy-global-anti-base-erosion-model-rules-pillar-two-commentary.pdf
https://www.oecd.org/tax/beps/tax-challenges-arising-from-the-digitalisation-of-the-economy-global-anti-base-erosion-model-rules-pillar-two-commentary.pdf
https://www.oecd.org/tax/beps/tax-challenges-arising-from-the-digitalisation-of-the-economy-global-anti-base-erosion-model-rules-pillar-two-examples.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32022L2523
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32022L2523
https://www.oecd.org/tax/beps/safe-harbours-and-penalty-relief-global-anti-base-erosion-rules-pillar-two.pdf
https://www.oecd.org/tax/beps/safe-harbours-and-penalty-relief-global-anti-base-erosion-rules-pillar-two.pdf
https://www.oecd.org/tax/beps/safe-harbours-and-penalty-relief-global-anti-base-erosion-rules-pillar-two.pdf
https://www.oecd.org/tax/beps/agreed-administrative-guidance-for-the-pillar-two-globe-rules.pdf
https://www.oecd.org/tax/beps/agreed-administrative-guidance-for-the-pillar-two-globe-rules.pdf
https://www.oecd.org/tax/beps/administrative-guidance-global-anti-base-erosion-rules-pillar-two-july-2023.pdf
https://www.oecd-ilibrary.org/taxation/tax-challenges-arising-from-the-digitalisation-of-the-economy-consolidated-commentary-to-the-global-anti-base-erosion-model-rules-2023_b849f926-en
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/tax-challenges-arising-from-the-digitalisation-of-the-economy-global-anti-erosion-model-rules-pillar-two-examples.pdf
https://www.oecd.org/tax/beps/globe-information-return-pillar-two.pdf
https://www.oecd.org/en/publications/2025/01/tax-challenges-arising-from-the-digitalisation-of-the-economy-globe-information-return-january-2025_b03274ed.html?mc_cid=329d27dd3f&mc_eid=d678d0d627
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/administrative-guidance-global-anti-base-erosion-rules-pillar-two-december-2023.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/administrative-guidance-global-anti-base-erosion-rules-pillar-two-june-2024.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/administrative-guidance-article-8-1-4-article-8-1-5-globe-rules-pillar-two-january-2025.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/administrative-guidance-article-9-1-globe-rules-pillar-two-january-2025.pdf
https://www.oecd.org/en/publications/tax-challenges-arising-from-the-digitalisation-of-the-economy-consolidated-commentary-to-the-global-anti-base-erosion-model-rules-2025_a551b351-en.html
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://eur-lex.europa.eu/eli/C/2026/253/oj/eng
https://eur-lex.europa.eu/eli/C/2026/253/oj/eng

Legal Challenges | Issue #2: Dynamism “U

VIENNA

=  Council Directive (EU) 2022/2523 of 14 December 2022 precedes the 2023/24/25 OECD administrative
guidance (e.g., on safe harbors, rule order on QDMTT before CFC)
. Pt 24 of the Preamble of the Directive

(24) In implementing this Directive, Member States should use the OECD Model Rules and the explanations and
examples in the Tax Challenges Arising from the Digitalisation of the Economy — Commentary to the Global Anti-
Base Erosion Model Rules (Pillar Two) released by the OECD/G20 Inclusive Framework on BEPS, as well as the
GloBE Implementation Framework, including its safe harbour rules, as a source of illustration or interpretation in
order to ensure consistency in application across Member States to the extent that those sources are consistent with
this Directive and Union law. Such safe harbour rules should be of relevance as regards MNE groups as well as large-
scale domestic groups.

i

*
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https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32022L2523
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32022L2523

Legal Challenges | Issue #2: Dynamism “U

VIENNA

=  Council Directive (EU) 2022/2523 of 14 December 2022 precedes the 2023/24/25 OECD administrative
guidance (e.g., on safe harbors, rule order on QDMTT before CFC)

. Art 32 of the Directive Article 32

Safe harbours

By way of derogation from Articles 26 to 31, Member States shall ensure that, at the election of the filing constituent entity,
the top-up tax due by a group in a jurisdiction shall be deemed to be zero for a fiscal year if the effective level of taxation of
the constituent entities located in that jurisdiction fulfils the conditions of a qualifying international agreement on safe
harbours.

For the purposes of the first paragraph, ‘qualifying international agreement on safe harbours’ means an international set of
rules and conditions which all Member States have consented to and which grants groups in the scope of this Directive the
possibility of electing to benefit from one or more safe harbours for a jurisdiction.

. Does Art 32 fit? — UTPR transitional safe harbor (“effective level of taxation”)? “"SbS” safe harbor (EU CEs of US
versus third country versus domestic groups)? Substance-based Tax Incentive Safe Harbour (“shall be deemed to be
zero”)? "Qualifying international agreement”?

. Limits to the delegation of powers? — For EU internal delegation see, e.g., CJEU, 13 June 1958, 9/56, Meroni,
EU:C:1958:7; CJEU, 22 Jan. 2014, C-270/12, UK v ESMA, ECLI:EU:C:2014:18.
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https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32022L2523
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32022L2523
https://curia.europa.eu/juris/liste.jsf?language=en&num=9%2F56
https://curia.europa.eu/juris/liste.jsf?num=C-270/12

Legal Challenges | Issue #2: Dynamism

= Explicit Council/Commission Statements on subsequent
OECD guidance (Doc. 14732/1/23, Oct. 2023) (covering
administrative guidance up to July 2023)

= Agreement by (non-OECD/IF member) Cyprus regarding
safe harbors, including transitional UTPR safe harbor and
SbS Package (Mar. 2023, Oct. 2023, July 2024, and Jan.
2026)

= Commission Notice — The OECD Inclusive Framework

Agreement on Safe Harbors and the Pillar Two
Directive, PUB/2026/5, O] C, C/2026/253 (12 Jan. 2026)

= Legal relevance of the “Commission Notice*?
=  Direct effect of the SbS Package via Art 32 (“shall“)?
=  Shield from State aid proceedings?
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Commission Notice

The OECD Inclusive Framework Agreement on Safe Harbors and the Pillar Two Directive
(C]2026/253)

1.  General remarks

The European Commission acknowledges the Organisation for Economic Co-operation and Development (OECD) Inclusive
Framework Agreement on Safe Harbors adopted on 5 January 2026 ('), and confirms its application in the context of
Council Directive (EU) 2022/2523 () (hereinafter: the Pillar Two Directive).

2. The Pillar 2 Directive and Inclusive Framework Agreements on Safe Harbors

Article 32 of Directive (EU) 2022/2523 provides that:

‘By way of derogation from Articles 26 to 31, Member States shall ensure that, at the election of the filing constituent entity,
the top-up tax due by a group in a jurisdiction shall be deemed to be zero for a fiscal year if the effective level of taxation of
the constituent entities located in that jurisdiction fulfils the conditions of a qualifying international agreement on safe
harbours.

For the purposes of the first paragraph, “qualifying international agreement on safe harbours” means an international set of
rules and conditions which all Member States have consented to and which grants groups in the scope of this Directive the
possibility of electing to benefit from one or more safe harbours for a jurisdiction.’

3. Safe Harbors adopted in January 2026

On 5 January 2026, the following Safe Harbours were agreed in the OECD Inclusive Framework and all the Member States
consented to them:

—  Simplified ETR Safe Harbour;
—  Extension of the Transitional CbCR Safe Harbour;
—  Substance-based Tax Incentive Safe Harbour;

—  Side-by-Side System (comprising the Side-by-Side Safe Harbour and the Ultimate Parent Entity (UPE) Safe Harbour).
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https://www.consilium.europa.eu/media/67850/st14732-re01-en23.pdf
https://taxation-customs.ec.europa.eu/system/files/2023-12/Cyrpus%20-%20Commitment%20letter%2022%20March%202023.pdf
https://taxation-customs.ec.europa.eu/system/files/2023-12/Cyprus%20-%20Commitment%20letter%2023%20October%202023.pdf
https://www.gov.cy/en/economy-and-finance/the-republic-of-cyprus-provided-consent-under-if-oecd-to-the-pillar-2-safe-harbour-rules/
https://www.gov.cy/mof/en/uncategorized/minister-of-finance-press-release-on-the-side-by-side-package-approved-by-the-oecd-g20-inclusive-framework-on-beps-on-january-5th-2026-2/
https://www.gov.cy/mof/en/uncategorized/minister-of-finance-press-release-on-the-side-by-side-package-approved-by-the-oecd-g20-inclusive-framework-on-beps-on-january-5th-2026-2/
https://eur-lex.europa.eu/eli/C/2026/253/oj/eng
https://eur-lex.europa.eu/eli/C/2026/253/oj/eng
https://eur-lex.europa.eu/eli/C/2026/253/oj/eng
https://eur-lex.europa.eu/eli/C/2026/253/oj/eng
https://eur-lex.europa.eu/eli/C/2026/253/oj/eng
https://eur-lex.europa.eu/eli/C/2026/253/oj/eng
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VIENNA

. Do the IIR, the UTPR and the QDMTT comply with tax treaties?

. Applicability of tax treaties — Probably: v, although GIoBE is
about allocation of the top-up tax (and not of a tax base) and

taxpayer is single entity, not the MNE group. — Equally for IIR, - m

QDMTT and UTPR?

. Potential conflicts between GIoBE and tax treaties canarise  — - - —-=—-=9—-=-=-========/7~+
with regard to IIR (e.g., foreign treaty-exempt PE under Art 7,
23A OECD MC), QDMTT (e.g., foreign real estate under Art 6, 7] m QDMTT
23A OECD MC) and UTPR (Art 7 OECD MCQ)

- Detailed discussion in the 2020 Blueprint (paras 679-696, but ~ mmey Y -
on the Undertaxed Payments Rule) — Based on the n _
assumption that GloBE-taxes are “covered taxes" under Top- Tax treaty with
Art 2 OECD MC up exemption

Tax method
. IIR - Saving clause Art 1(3) OECD MC (or the general principle (Art 23A)
enshrined in it) and the general discussion of CFC rules in the OECD MC
Comm. (Art. 7 no. 14 and Art. 10 no. 37), but would not help for PEs (at Low-taxed
least not in a traditional treaty understanding) rental income

" UTPR - Tax treaty discussion in the Blueprint had focused on Art 9 and
Art 24 OECD MC in light of restrictions_on deductibility (UTPR was
“undertaxed payments rule” before it became a reverse-IIR, i.e., an
“undertaxed profits rule®)

o
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https://www.oecd.org/tax/beps/tax-challenges-arising-from-digitalisation-report-on-pillar-two-blueprint-abb4c3d1-en.htm
https://www.oecd.org/tax/beps/tax-challenges-arising-from-digitalisation-report-on-pillar-two-blueprint-abb4c3d1-en.htm
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VIENNA

. Treaty Conformity of IIR and UTPR (OECD, Administrative Guidance on the Global Anti-Base Erosion Model Rules (Pillar
Two) (2023) Pt. 2):

2. The GloBE Rules were approved and released by the Inclusive Framework on 20 December 2021.
The GloBE Rules consist of an interlocking and coordinated system of rules which are designed to be
implemented into the domestic law of each jurisdiction and operate together to ensure large MNE Groups
are subject to a minimum effective tax rate of 15% on any excess profits arising in each jurisdiction where
they operate. Consistent with the intention of the Inclusive Framework, the GloBE Rules (including the 1IR
and UTPR) are designed so that the imposition of top-up tax in accordance with those rules will be
compatible with the provisions of the United Nations Model Double Taxation Convention between
Developed and Developing Countries (the “UN Model Double Tax Convention”) (UN, 2021j3) and the
Model Tax Convention on Income and on Capital: Condensed Version 2017, (the “OECD Model Tax
Convention™) (OECD, 201713)).

. Example: Explicit treaty override in §§ 1 und 100 German MinStG (BGBI I 2023, 397)

? Prevention of PE tax treaty

entitlement?
§1 § 100

Steuerpflicht

e h ) N . Auswirkung auf die Abkommensberechtigung
(1) Im Inland belegene Geschaftseinheiten, die 2u einer Unternehmensgruppe gehéren, welche in den Die Besteuerung nach diesem Geselz oder nach einer ausléndischen Vorschrift, die den Vorschriften der
Konzernabschliissen der obersten Muttergesellschaft in mindestens zwei von vier dem Geschaftsjahr unmittelbar

vorhergehenden Geschéftsjahren jéhrliche Umsatzerlése von 750 Millionen Euro oder mehr ausweist Richtinie (EU) 2022/2523 entspricht, begriindet keine Berechtigung zur Anwendung eines Abkommens zur

(Umsatzgrenze), unterliegen ungeachtet der Vorschriften eines Abkommens zur Vermeidung der Vermeidung der Doppelbesteuerung.
Doppelbesteuerung der Mindeststeuer. § 63 ist zu beachten.

. In the EU (at least for IIR and UTRP under the Directive, QDMTT optional) — EU-mandated “Treaty Override” (Art. 351 TFEU)

.

~
e
Y
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https://www.oecd.org/tax/beps/agreed-administrative-guidance-for-the-pillar-two-globe-rules.pdf
https://www.oecd.org/tax/beps/agreed-administrative-guidance-for-the-pillar-two-globe-rules.pdf
https://www.oecd.org/tax/beps/agreed-administrative-guidance-for-the-pillar-two-globe-rules.pdf
https://www.oecd.org/tax/beps/agreed-administrative-guidance-for-the-pillar-two-globe-rules.pdf

Legal Challenges | Issue #4: Investiment Treaties “U
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. Challenges to the QDMTT? — Article 5.2.3 para. 20.1 2025 MR Commentary (originally: Ch. 4 para. 73-81 OECD July
2023 Guidance) — Art 11 of the Directive?

20.1 For purposes of Article 5.2.3, the amount of the “Qualified Domestic Minimum Top-up Tax
payable” shall be equal to the amount accrued by the Constituent Entities in the jurisdiction in
respect of the QDMTT for the Fiscal Year, except that such amount shall not include any amount
of QDMTT that:

(a) the MNE Group directly or indirectly challenges in a judicial or administrative
proceeding; or

(b) the tax authority of the jurisdiction has determined is not assessable or collectible
based on constitutional grounds or other superior law or based on a specific agreement
with the government of the QDMTT jurisdiction limiting the MNE Group’s tax liability, such
as a tax stabilization agreement, investment agreement, or similar agreement.

Any QDMTT that was not included in QDMTT payable pursuant to this paragraph shall be included
in QDMTT payable for the Fiscal Year to which it relates when such amount is paid and no longer
contested by the MNE Group.
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https://www.oecd.org/content/dam/oecd/en/publications/reports/2025/05/tax-challenges-arising-from-the-digitalisation-of-the-economy-consolidated-commentary-to-the-global-anti-base-erosion-model-rules-2025_be9651c2/a551b351-en.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/administrative-guidance-global-anti-base-erosion-rules-pillar-two-july-2023.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/administrative-guidance-global-anti-base-erosion-rules-pillar-two-july-2023.pdf

Legal Challenges | Issue #5: QDMTT and SbS “U

VIENNA

»  QDMTT and SbS? — Para. 25 of the Side-by-Side Package (Jan. 2026)
= No selective switch-off of the QDMTT for SbS groups

25. The Inclusive Framework agrees that conditional or discriminatory taxes will not be recognised as
Covered Taxes and will consider further work on how this will be consistently applied. The qualified status
of domestic minimum top-up taxes remains dependent on their consistent and non-discriminatory
application to MNE Groups, regardless of whether an MNE Group has elected to apply the SbS Safe
Harbour. In light of this, the Inclusive Framework notes the role of the peer review and ongoing monitoring
in connection with the GMT, including the work on Related Benefits.

=  But what if a jurisdiction simply abolishes its QDMTT altogether? — Discrimination of domestic/non-SbS
situations? — EU State aid issues (QDMTT under Art 11 of the EU Directive as an option, not mandatory)?

. . . o -
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https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/global-minimum-tax/side-by-side-package.pdf

Legal Challenges | Issue #6: GAAR and Pillar Two “U
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= Simplification of the EU Tax Architecture and Legislation — Note for discussion on the assessment of the
implementation of the ATAD, Ares(2025)8715162 (14 Oct. 2025)

=  Specific suggestions on the General Anti-Abuse Rule (GAAR) (Art 6 ATAD)

In addition, itis unclear whether taxation resulting from the GloBE Rules, or the Pillar 2 Directive
is in scope of the ATAD GAAR. The simplification exercise could be an opportunity to clarify this. If
the ATAD GAAR covers Pillar 2 taxation, Member States may be given a waiver from having to enact
a large part of complex OECD Administrative Guidance into their laws.

» But: SAARs inside Pillar Two, but deliberately no GAAR? Pillar Two as “closed system" not subject to additonal
domestic anti-abuse standards? Ripple effects of potential GAAR adjustments agross the MNE group (e.g.,
“denial®™ of SBIE)?

i
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Liberation Day Tariffs | EU “Trade Deal* “U

VIENNA

» “"Liberation Day Tariffs” — On EU: 20% (Executive Order 14257, 90 Fed. Reg. No. 65, 15041 [7 Apr. 2025]), in
violation of maximum tariffs ("bound tariffs”) under Art II GATT and MFN treatment under Art I GATT, but US
reliance on national security exception under Art XXI GATT (contra, e.g., WT/DS544/R)

» EU Options

= Anti-Coercion Instrument — Regulation (EU) 2023/2675 on the protection of the Union and its Member
States from economic coercion by third countries, [2023] OJ L 2023/2675 [7 Dec. 2023]) — Not triggered

» WTO-compliant “rebalancing measures” — Commission Implementing Regulation (EU) 2025/1564 of 24
July 2025, [2025] OJ L 2025/1564 (24 July 2025) — Suspended for six months by Commission Implementing
Regulation (EU) 2025/1727 of 5 August 2025, [2025] OJ L 2025/1727 (5 Aug. 2025) and then for another six
months by by Commission Implementing Regulation (EU) 2026/295 of 4 February 2026, [2025] OJ L 2026/295
(5 Feb. 2026) (suspension until 6 Aug. 2026).

= Note: “Liberation Day Tariffs” found to not be covered by the US International Emergency Economic Powers Act (US
Supreme Court, 20 Feb. 2026, Learning Resources v. Trump, No. 24-1287 )

o
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https://www.federalregister.gov/documents/2025/04/07/2025-06063/regulating-imports-with-a-reciprocal-tariff-to-rectify-trade-practices-that-contribute-to-large-and
https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds544_e.htm
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:02023R2675-20231207
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:32025R1564
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:32025R1564

Liberation Day Tariffs | EU “Trade Deal* “U

VIENNA

« Agreement on Reciprocal, Fair, and Balanced Trade ("EU-US Trade Deal”)
= US — 90 Fed. Reg. No 184, 46136 (25 Sept. 2025)

» EU — Commission's Proposal COM(2025)471 (28 Aug. 2025) and COM(2025)472 (28 Aug. 2025), but stalled in
EU Parliament after Greenland tariff threats
= Note:
= EU-US Trade Deal likely violates MFN treatment obligations of both parties, but not WTO-adjucatable
because of dysfunction of the Appellate Body (but: Multi-Party Interim Appeal Arbitration Arrangement, MPIA,
of which the EU is a member)
= Dominos falling: Tariffs — Indirect Taxation — Direct Taxation

= No solution for DSTs — Unlike, e.g., in the US “deals” with Cambodia, Malaysia, Switzerland, Liechtenstein,
Argentina, Ecuador, El Salvador, Guatemala, and Thailand , and unilateral withdrawals of enacted or proposed
DSTs (Canada, India, and New Zealand)
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https://www.federalregister.gov/documents/2025/09/25/2025-18660/implementing-certain-tariff-related-elements-of-the-us-eu-framework-on-an-agreement-on-reciprocal
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:52025PC0471
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM:2025:0472:FIN
https://www.wto.org/english/tratop_e/dispu_e/altds_e.htm
https://www.wto.org/english/tratop_e/dispu_e/altds_e.htm
https://www.wto.org/english/tratop_e/dispu_e/altds_e.htm
https://www.whitehouse.gov/briefings-statements/2025/10/agreement-between-the-united-states-of-america-and-the-kingdom-of-cambodia-on-reciprocal-trade/
https://www.whitehouse.gov/briefings-statements/2025/10/agreement-between-the-united-states-of-america-and-malaysia-on-reciprocal-trade/
https://www.whitehouse.gov/fact-sheets/2025/11/fact-sheet-the-united-states-switzerland-and-liechtenstein-reach-a-historic-trade-deal/
https://www.whitehouse.gov/fact-sheets/2025/11/fact-sheet-the-united-states-switzerland-and-liechtenstein-reach-a-historic-trade-deal/
https://www.whitehouse.gov/fact-sheets/2025/11/fact-sheet-president-donald-j-trump-announces-historic-trade-deals-with-western-hemisphere-trading-partners/
https://www.whitehouse.gov/fact-sheets/2025/11/fact-sheet-president-donald-j-trump-announces-historic-trade-deals-with-western-hemisphere-trading-partners/
https://www.whitehouse.gov/fact-sheets/2025/11/fact-sheet-president-donald-j-trump-announces-historic-trade-deals-with-western-hemisphere-trading-partners/
https://www.whitehouse.gov/fact-sheets/2025/11/fact-sheet-president-donald-j-trump-announces-historic-trade-deals-with-western-hemisphere-trading-partners/
https://www.whitehouse.gov/briefings-statements/2025/10/joint-statement-on-a-framework-for-a-united-states-thailand-agreement-on-reciprocal-trade/
https://www.parl.ca/legisinfo/en/bill/45-1/c-15
https://incometaxindia.gov.in/Documents/Act/Finance-Act-2025.pdf
https://www.beehive.govt.nz/release/discharge-digital-services-tax-bill

GATT | Most-Favoured Nation Treatment “U

= US Position on WTO reform (WT/GC/\W/984,
15 Dec. 2025)

= |/ssues Raised by the Reform Facilitator
(e.g., decision-making, special and
differential treatment, level playing field

= Other Problems at the WTO that Need to
be Adressed (e.g., MFN treatment, role of
the secretariat, essential security)

= Problems the WTO Cannot Address
(e.g., imbalances, overcapacity and
overconcentration of production, economic
security)
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Most Favored Nation (MFN) Principle

3.1. The MFN principle, which seeks to prevent discriminatory trade practices and promote equal
treatment among trade partners, was designed for an era of deepening convergence among trading
partners. During that era, countries were expected to adopt open, market-oriented trade policies,
as stated by the founding Members of the WTO in the preamble to the Marrakesh Declaration. That
expectation was naive, and that era has passed. It has been replaced by an era of deepening
divergence, rooted in some countries' unwillingness to pursue and uphold fair, market-oriented
competition, some countries' insistence on maintaining economic systems that that are
fundamentally incompatible with WTO principles, and many countries' pursuit of chronic trade
surpluses that have adverse economic and political consequences in deficit countries. To face these
challenges, trading nations must be able to treat different trading partners differently.

3.2. The MFN principle is not just unsuitable for this era; it prevents countries from optimizing their
trade relationships in ways that would benefit each party in that relationship. Put differently, MFN
impedes welfare-enhancing liberalization. It pushes Members to engage in one venue—the WTO—
and attempt to develop a one-size-fits-all approach. If Country A lowers a tariff for Country B, and
Country B lowers a tariff for Country A, both countries have to lower those tariffs for all countries,
unless their agreement covers "substantially all the trade" or a waiver or exception applies. This
does not actually advance the economic objectives of the organization, and it prevents trading
partners otherwise willing to enter into mutually beneficial agreements from doing so. It sets up an
impossible requirement of negotiating the same terms with all Members, resulting in an all-or-
nothing approach that typically ends in "nothing".

3.3. WTO Members have a long history—dating back to the GATT era—of recognizing the limits of
the MFN principle. The 'Enabling Clause' eliminated the MFN principle for Members that claimed
developing country status. Particularly given the distinction between developed and developing
status is now blurred, it is time to recognize the necessity of allowing all Members to enter into
mutually beneficial agreements that may not extend to every Member.
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http://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S009-DP.aspx?language=E&CatalogueIdList=322033,321907,321447,321131,321149,321054,320918,320825,320757,320752&CurrentCatalogueIdIndex=3&FullTextHash=&HasEnglishRecord=True&HasFrenchRecord=True&HasSpanishRecord=True

GATS | National Treatment “U

VIENNA
» Art XXII:3 GATS (exclusion of consultation and dispute settlement)
National
treatment Article XXII Dispute Settlement
and Enforcement

Consultation /
3. A Member may not invoke Article XVII, either under this Article or Article XXIII, with respect
to a measure of another Member that falls within the scope of an international agreement between
them relating to the avoidance of double taxation. In case of disagreement between Members as to
whether a measure falls within the scope of such an agreement between them, it shall be open to 1 January 1995 or
either Member to bring this matter before the Council for Trade in Services.!! The Council shall refer pre-accession

the matter to arbitration. The decision of the arbitrator shall be final and binding on the Me:nbers./

11 With respect to agreements on the avoidance of double taxation which exist on the date of entry into
force of the WTO Agreement, such a matter may be brought before the Council for Trade in Services only with
the consent of both parties to such an agreement.
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GATS | National Treatment

» Art XXII:3 GATS (exclusion of consultation and dispute settlement) — Art 1(3) US MC, Art 25(5) UN MC 2025,
Art 25(6) OECD MC 2025

6. For purposes of paragraph 3 of Article XXl (Consultation) of the General Every tax
Agreement on Trade in Services, the Contracting States agree that — treaty
irrespective of
A/a} a measure “falls within the scope of this Convention” only if it is a measure entry-into-
force

“Discipline of non- to which the provisions of Article 24 apply; and

(EECZT('QT %%r(];D b) notwithstanding paragraph 3 of Article XXll of the General Agreement on
MCQC), irrespective of Trade in Services, any dispute between them as to whether a measure falls
actual taxpayer within the scope of this Convention shall be resolved under paragraph 3 of
Article 25 or, failing agreement under that procedure, any other procedure

protection
agreed to by both Contracting States.

» But: EU (as claimant or respondent under WTO law) versus tax treaties of the MS (Art 25 para. 89 OECD MC
Comm. 2025)
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Digital Services Taxes | Status Quo “U

VIENNA

Commission’s Communication “Time to establish a modern, fair and efficient taxation
standard for the digital economy” (COM(2018)146 and Annex)
Long-Term Solution:

Short-Term Solution:
Significant Digital Presence (SDP) Digital Services Tax (DST)

Proposal for a Council Directive on the common system of a
digital services tax on revenues resulting from the provision
of certain digital services, COM(2018)148 - No agreement in

Commission December 2019 (Doc. 14885/18 FISC 510 ECOFIN 1148 [29
Proposal for a Council Directive Recommendation of November 2018] and Doc. 14886/18 FISC 511 ECOFIN 1149
laying down rules relating to 21.3.2018 relating to the [29 November 2018]), subsequent limitation to digital
the corporate taxation of a cér;;orate taxation of a advertising services in March 2019 ("DAT”; Doc. 6873/19
significant digital presence, sianificant digital presence FISC 135 ECOFIN 242 [1 March 2019]) and postponed in
COM(2018)147 and Annexes 9 (30 195; : 5psc ' March 2019 (Doc. 7368/19 PRESSE 12 [12 March 2019]), but

might be taken up again if no OECD consensus is reached
(Dok. 9773/19 FISC 281 ECOFIN 528 [7 June 2019]). - But:

Unilateral implementation/adoption of DSTs/DATs in various
(Member) States and in third States.

Impact Assessment SWD(2018)81 and SWD(2018)82
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https://ec.europa.eu/transparency/regdoc/rep/1/2018/EN/COM-2018-146-F1-EN-MAIN-PART-1.PDF
https://ec.europa.eu/transparency/regdoc/rep/1/2018/EN/COM-2018-146-F1-EN-ANNEX-1-PART-1.PDF
https://eur-lex.europa.eu/legal-content/en/TXT/?uri=CELEX%3A52018PC0147
https://ec.europa.eu/taxation_customs/sites/taxation/files/commission_recommendation_taxation_significant_digital_presence_21032018_en.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM%3A2018%3A148%3AFIN
https://data.consilium.europa.eu/doc/document/ST-14885-2018-INIT/en/pdf
http://data.consilium.europa.eu/doc/document/ST-14886-2018-INIT/en/pdf
http://data.consilium.europa.eu/doc/document/ST-14886-2018-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/ST-6873-2019-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/ST-7368-2019-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/ST-9773-2019-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/ST-9773-2019-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/ST-9773-2019-INIT/en/pdf
https://ec.europa.eu/transparency/regdoc/rep/10102/2018/EN/SWD-2018-81-F1-EN-MAIN-PART-1.PDF
https://eur-lex.europa.eu/legal-content/DE/ALL/?uri=SWD%3A2018%3A82%3AFIN

Digital Services Taxes | Status Quo “U

VIENNA
An interim tax of 3% on revenues made from three main types of
services, where the main value is created through user participation.
A [N ” - (B i Q
Online placement Sale of collected Digital platforms that
of advertising user data facilitate interactions
between users
... and provided by businesses with:
Total annual worldwide Total annual revenue from
’revenue above digital activities in the EU above
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https://ec.europa.eu/taxation_customs/business/company-tax/fair-taxation-digital-economy_en

Unilateral DSTs | Adoption

State Law Scope Rate Thresholds Effective Date Remarks
Austria Digital Tax Act1 Advertising 5% €750m/€ 25m 1 Jan. 2020 .
R |
- ] Marketplaces, advertising, R
Digital Services . ] R announced
Canada social media services, user 3% £ 750m/S$C20m 1Jan. 2022
Tax Actz aat for fall
b 2025:
Erance Tax on_DlgltaI Dlglt_al_mterfaces, 3% €750m/€ 25m 1lan 2019 _
Servicess advertising, user data
Law on 0%7
Hungar Advertisement HUF100m 15 Aug. 2014 —
i Advertisement Taxs (5%/7.5%) &
Repealed
Advertisement 6% - 1 April 2016 as of 1 Apr.
20259
India Equalisation Levys
Repealed
E-commerce 2% = 1 April 2020 as of 1 Aug.
202410
Italy Digital Service Taxu Adl’e:"seme"t’ d‘;g':al 3% €750m/[€5.5m12] | 1Jan.2020 -
interfaces, user data
Spain on Corai . ‘vermsmant, 3% € 750m/€ 3m 16 Jan. 2021 =
Digital Servicesia intermediation, user data
Advertising, digital
Turkiye Digital Service Taxi4 content sojal riedia 7.5% € 750m/TRY20m 1 March 2020
United o : Marketplaces, search .
i Digital Services Tax1s . : i 2% £500m/£25m 1 April 2020 o
Kingdom engines, social media

TAX
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1 Digitalsteuergesetz 2020 (DiStG 2020), Federal Gazette (BGBI) | 2019/21.

2 Fall Economic Statement Implementation Act 2023, Statutes of Canada 2024, c. 15.

3See Government of Canada, Canada rescinds digital services tax to advance
broader trade negotiations with the United States (29 Jun. 2025).

4 Loi n® 2019-759 du 24 juillet 2019 portant création d'une taxe sur les services
numeériques et modification de la trajectoire de baisse de I'impot sur les sociétés, JORF No.
0171 of 25 July 2019, now regulated in the French Code des impositions sur les biens et
services

s The increase of the rate to 5% proposed in the Senate (N°I-1431 rect. of 22 Nov.
2024) was eventually not adopted as part of the French Finance Bill for 2025 (Loi n® 2025-
127 du 14 février 2025 de finances pour 2025, JORF n°0039 of 15 Feb. 2025).

6 Law No XXII of 2014.

7 As a temporary measure, the Hungarian advertisement tax rate has been reduced
to 0%, effective from 1 Jul. 2019, through 31 Dec. 2025.

8 Finance Act 2016, Law No. 28/2016 (for advertisement), expanded by Finance Act
2020, Law No. 12/2020 (for e-commerce).

9 Finance Act 2025, Law No. 7/2025.

10 Finance (No. 2) Act 2024, Law No. 15/2024.

11 2020 Budget Law, Law No. 160/2019.

12 The threshold of €5.5m annual income from qualified digital services to Italian
customers was removed by the Italian 2025 Budget Law, Law No. 207/2024.

13 Ley 4/2020, de 15 de octubre, del Impuesto sobre Determinados Servicios
Digitales.
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Unilateral DSTs | Adoption
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Impact of pressure by the US US “deals” with Cambodia, Malaysia, Switzerland, Liechtenstein, Argentina,
Ecuador, El Salvador, Guatemala, and Thailand , and unilateral withdrawals of enacted or proposed DSTs (Canada,
India, and New Zealand)

Revenues of DSTs in some Member States (Austria in 2023: € 103m) — European Parliament, Taxing the digital
economy (Sept. 2025)

Revenue (€ million) 2019 2020 2021 2022 2023
Spain 166 295 525
France 277 375 474 621 668
Italy 255 303 394 434

Trade-off between multilateral Pillar One Amount A (limited nhumber of MNEs) and domestic DSTs —

Starkov/Jin, AT

ring Tax Reven

from the Am

nt A and Diai

rvi

Developing Countries, Research Paper 199 (June 2024) (South Centre, ATAT, WATAF)

Note: In 2023, the EU had a goods trade surplus of €157bn with the US, but a services trade deficit of €109bn
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https://www.whitehouse.gov/briefings-statements/2025/10/agreement-between-the-united-states-of-america-and-the-kingdom-of-cambodia-on-reciprocal-trade/
https://www.whitehouse.gov/briefings-statements/2025/10/agreement-between-the-united-states-of-america-and-malaysia-on-reciprocal-trade/
https://www.whitehouse.gov/fact-sheets/2025/11/fact-sheet-the-united-states-switzerland-and-liechtenstein-reach-a-historic-trade-deal/
https://www.whitehouse.gov/fact-sheets/2025/11/fact-sheet-the-united-states-switzerland-and-liechtenstein-reach-a-historic-trade-deal/
https://www.whitehouse.gov/fact-sheets/2025/11/fact-sheet-president-donald-j-trump-announces-historic-trade-deals-with-western-hemisphere-trading-partners/
https://www.whitehouse.gov/fact-sheets/2025/11/fact-sheet-president-donald-j-trump-announces-historic-trade-deals-with-western-hemisphere-trading-partners/
https://www.whitehouse.gov/fact-sheets/2025/11/fact-sheet-president-donald-j-trump-announces-historic-trade-deals-with-western-hemisphere-trading-partners/
https://www.whitehouse.gov/fact-sheets/2025/11/fact-sheet-president-donald-j-trump-announces-historic-trade-deals-with-western-hemisphere-trading-partners/
https://www.whitehouse.gov/briefings-statements/2025/10/joint-statement-on-a-framework-for-a-united-states-thailand-agreement-on-reciprocal-trade/
https://www.parl.ca/legisinfo/en/bill/45-1/c-15
https://incometaxindia.gov.in/Documents/Act/Finance-Act-2025.pdf
https://www.beehive.govt.nz/release/discharge-digital-services-tax-bill
https://www.europarl.europa.eu/RegData/etudes/ATAG/2025/777932/EPRS_ATA(2025)777932_EN.pdf
https://www.europarl.europa.eu/RegData/etudes/ATAG/2025/777932/EPRS_ATA(2025)777932_EN.pdf
https://www.southcentre.int/research-paper-199-10-june-2024/
https://www.southcentre.int/research-paper-199-10-june-2024/

Unilateral DSTs | Criticism W

VIENNA

= No consensus on either merit or need of equalization taxes in the 2018 OECD's interim report, DSTs not part
of the IF/OECD work on Pillars 1 and 2 — Rather: Commitment to remove DSTs under Pillar 1

=  Optimal tax on location-specific rents for business models with low or zero marginal production costs and

non-rival usage?
® Broader economic questions, e.g., impact on investment, innovation, welfare and growth, distortion of
consumer choices and business decisions, benefits the older over digital technology. — Incidence of DSTs (e.g.,

Kazmierczak, Intertax 2024, 635; Langenmayr/Muddasani, Navigating the Amazon: The Incidence of Digital
Service Taxes (1 Juli 2025))

e S
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https://kluwerlawonline.com/journalarticle/Intertax/52.5/TAXI2024065
https://research.wu.ac.at/ws/portalfiles/portal/76680012/2025_05_DST_2_.pdf
https://research.wu.ac.at/ws/portalfiles/portal/76680012/2025_05_DST_2_.pdf

Unilateral DSTs | Criticism “U
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" legal issues

" Does it violate domestic constitutional Iaw (e.g., the principle of equality)? — As for the French DST: No,
see Conseil constitutionnel, 12 Sept. 2025, 2025-1157 QPC (reference by Conseil d'Etat, 17 June 2025, N°
502728).

= Does it conflict with (or potentially override) bilateral tax treaties? — Broad consensus: no.

* Does it violate international trade law and policy or investment agreements? — Investigation by the
US Trade Representative (USTR) under § 301 of the Trade Act of 1974 (e.g., for France 84 Fed. Reg. No.
235, 66956, based on the report of December 2, 2019), interim Pillar One compromise (e.g., 2021
Statement and 2024 Update) (initially until Dec. 31, 2023, prolonged until June 30, 2024) — Note: WTO-
path closed for US (AB, GATS-clause in US treaties)

= EU-specific
= Does it violate EU fundamental freedoms (Art 49, 54, 56 TFEU) and/or EU State aid rules (Art 107
TFEU)? — Likely no: CJEU's Grand Chamber in C-75/18, Vodafone, in C-323/18, Tesco, in C-562/19 P,
Commission v Poland, and in C-596/19 P, Commission v Hungary .

= Is it barred by Art 401 VAT Directive, which prohibits domestic taxes that can “be characterised as
turnover taxes”? — No: CJEU's Grand Chamber in C-75/18, Vodafone, in C-323/18, Tesco.

i

*
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https://www.conseil-constitutionnel.fr/decision/2025/20251157QPC.htm
https://www.conseil-constitutionnel.fr/decision/2025/20251157QPC.htm
https://www.conseil-constitutionnel.fr/decision/2025/20251157QPC.htm
https://www.conseil-etat.fr/fr/arianeweb/CE/decision/2025-06-17/502728
https://www.conseil-etat.fr/fr/arianeweb/CE/decision/2025-06-17/502728
https://www.conseil-etat.fr/fr/arianeweb/CE/decision/2025-06-17/502728
https://ustr.gov/sites/default/files/Notice_of_Determination_and_Request_for_Comments_Concerning_Action_Pursuant_to_Section_301_France%E2%80%99s_Digital_Services_Tax.pdf
https://ustr.gov/sites/default/files/Notice_of_Determination_and_Request_for_Comments_Concerning_Action_Pursuant_to_Section_301_France%E2%80%99s_Digital_Services_Tax.pdf
https://ustr.gov/sites/default/files/Report_On_France%27s_Digital_Services_Tax.pdf
https://home.treasury.gov/news/press-releases/jy0419
https://home.treasury.gov/news/press-releases/jy0419
https://home.treasury.gov/news/press-releases/jy2170
http://curia.europa.eu/juris/liste.jsf?&num=C-75/18
http://curia.europa.eu/juris/liste.jsf?&num=C-75/18
http://curia.europa.eu/juris/liste.jsf?&num=C-75/18
http://curia.europa.eu/juris/liste.jsf?num=C-323/18
http://curia.europa.eu/juris/liste.jsf?num=C-323/18
http://curia.europa.eu/juris/liste.jsf?num=C-323/18
http://curia.europa.eu/juris/liste.jsf?num=C-562/19
http://curia.europa.eu/juris/liste.jsf?num=C-562/19
http://curia.europa.eu/juris/liste.jsf?num=C-562/19
http://curia.europa.eu/juris/liste.jsf?num=C-596/19
http://curia.europa.eu/juris/liste.jsf?num=C-596/19
http://curia.europa.eu/juris/liste.jsf?num=C-596/19
http://curia.europa.eu/juris/liste.jsf?&num=C-75/18
http://curia.europa.eu/juris/liste.jsf?&num=C-75/18
http://curia.europa.eu/juris/liste.jsf?&num=C-75/18
http://curia.europa.eu/juris/liste.jsf?num=C-323/18
http://curia.europa.eu/juris/liste.jsf?num=C-323/18
http://curia.europa.eu/juris/liste.jsf?num=C-323/18

Outlook | EU Digital Levy? “U
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"  Current status #1 (Presidency progress report on new own resources, Doc. 10045/25 (13 June 2025) —
“Non-paper” in WK 4848/2025 INIT (25 Apr. 2025):

To this aim, it presented a non-paper on potential new own resources for the EU budget!,
which included a brief summary of past work and initial reflections, based on that work, on
possible new own resources around several main axes:

taxation of big multinationals and especially “big tech”, suggesting the possible
pursuit of negotiations on the 2018 Commission proposal for a digital services tax given the
lack of international agreement on Pillar I OECD, a tax based on excess profits?, and internal

market levy;

"  Current status #2 (European Parliament, Taxing the digital economy (Sept. 2025))

During the September 2025 European Parliament plenary session, in response to questions from Members
of the European Parliament on the state of play of Pillar One and the prospects for a European DST, the
European Commission acknowledged that Pillar One discussions were 'on hold' but could resume later this
year. To give the OECD-led process space and time to deliver, the Commission stated that it does not

intend to table a new proposal for a DST at this stage.

.
7
e
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https://data.consilium.europa.eu/doc/document/ST-10045-2025-INIT/en/pdf
https://www.politico.eu/wp-content/uploads/2025/05/21/wk04848.en25-3.pdf
https://www.europarl.europa.eu/RegData/etudes/ATAG/2025/777932/EPRS_ATA(2025)777932_EN.pdf

Excursus | Investment and Trade Treaties “U
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= Bilateral Investment Treaties (BIT) e

= Protection of foreign investment with a recent trend to broad tax carve-outs,
especially for national treatment and most-favoured nation treatment

= Full preference for tax treaties under Art 25(6) UN MC 2025 (the “extended
provision”; E/2025/45/Add.1-E/C.18/2025/3), hesitation in the OECD MC Comm.
Update 2025
» EU specifics
» Intra-EU BITs terminated because of Achmea etc (e.g., Agreement [2000] OJ L
169/1 [29 May 2020])

= Extra-EU BITs would fall in exclusive EU competence since the Lisbon Treaty
(Art 3 TFEU), but remain with Member States until competence is exercised

(Regulation (EU) No 1219/2012 of 12 December 2012, [2012] O] L 351/40) —
Tax carve-outs in the EU Model Clauses

= Regional Trade Agreements (RTA)

Currently 380 RTAs (up from only 50 in 1990), among them, e.g., the EU (both an
RTA itself and party to 47 RTAs), EFTA, EEA, ASEAN, USMCA, and CETA.

» Broad tax carve-outs — Example: Art 28.7 of the EU-Canada Comprehensive
Economic and Trade Agreement (CETA)

3. Thl peeman doce okl the s s chguens of s Py s e ever
sistency between this Agreement and e oot 1 e e of e ety

v adopted st any level of government of a Prty: and

¢ of a Party, means cisher resident of tha sub-nusional
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https://docs.un.org/en/E/2025/45/Add.1
https://docs.un.org/en/E/2025/45/Add.1
https://docs.un.org/en/E/2025/45/Add.1
https://www.oecd.org/en/publications/2025/11/the-2025-update-to-the-oecd-model-tax-convention_c7031e1b.html
https://www.oecd.org/en/publications/2025/11/the-2025-update-to-the-oecd-model-tax-convention_c7031e1b.html
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:62016CJ0284
https://eur-lex.europa.eu/eli/agree_internation/2020/529/oj/eng
https://eur-lex.europa.eu/eli/agree_internation/2020/529/oj/eng
https://eur-lex.europa.eu/eli/agree_internation/2020/529/oj/eng
https://eur-lex.europa.eu/eli/reg/2012/1219/oj/eng
https://edit.wti.org/document/show/74fa928b-21bd-4ff6-b80d-e21dda7e13c7
https://www.wto.org/english/tratop_e/region_e/region_e.htm
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UN | Framework Convention “U
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= 2022 — General Assembly Resolution 77/244 of 30 December 2022 on “Promotion of inclusive and effective
international tax cooperation at the United Nations”, A/RES/77/244 (9 Jan. 2023)

= 2023 — Report of the Secretary-General on “Promotion of inclusive and effective international tax
cooperation at the United Nations", A/78/235 (26 July 2023)

= 2024 — Draft Terms of Reference ("ToR”) for a United Nations Framework Convention on International
Tax Cooperation (A/AC.295/2024/L.4, A/79/333), adopted by a vote of 110 to 8, with 44 abstentions

= 2024-2026 — General Assembly Resolution 79/235, A/RES/79/235 (31 Dec. 2024) (adopting A/79/333),
adopted by a vote of 119 to 9, with 43 abstentions
®  Subject of Protocol I: Taxation of services (A/RES/79/235 [31 Dec. 2024] and A/AC.298/2 [16 Jan. 2025])

= Establishment of the Intergovernmental Negotiating Committee (INC) on the United Nations Framework
Convention on International Tax Cooperation

®  Subject of Protocol II: Prevention and resolution of tax disputes (A/AC.298/CRP.5 [5 Feb. 2025]) - Note by the
Secretariat on potential subjects of the second early protocol (A/AC.298/CRP.4 [4 Feb. 2025])

®  Decision-making on matters of substance (A/AC.298/CRP.9 [6 Feb. 2025]) (adoption without a vote) -
Rejection by a vote of 98 against 42 with 10 abstentions of consensus-based decision making (A/AC.298/CRP.8 [6
Feb. 2025])

i
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https://documents.un.org/doc/undoc/gen/n23/004/48/pdf/n2300448.pdf
https://financing.desa.un.org/sites/default/files/2024-07/A_78_235-EN.pdf
https://financing.desa.un.org/sites/default/files/2024-09/2415701E.pdf
https://financing.desa.un.org/sites/default/files/2024-09/2415701E.pdf
https://docs.un.org/en/A/RES/79/235
https://financing.desa.un.org/sites/default/files/2024-09/2415701E.pdf
https://docs.un.org/en/A/RES/79/235
https://financing.desa.un.org/sites/default/files/2025-01/n2501014_E.pdf
https://financing.desa.un.org/inc
https://financing.desa.un.org/sites/default/files/2025-02/A_AC.298_CRP.5%20-%20Subject%20of%20Protocol%20II.pdf
https://financing.desa.un.org/sites/default/files/2025-02/A-AC.298-CRP.4_%20-%20Potential%20subjects%20of%20the%20second%20early%20protocol%201.pdf
https://financing.desa.un.org/sites/default/files/2025-02/A_AC.298_CRP.9%20-%20Draft%20decision%20submitted%20by%20the%20Chair.pdf
https://financing.desa.un.org/sites/default/files/2025-02/A_AC.298_CRP.8%20-%20Amendment%20to%20CRP.3.pdf

UN | Framework Convention

2025 — United States “reject the very nature of these
discussions”, “underscore our profound objection to the
process thus far” and "“intends to reject the outcomes of
this Framework Convention process and oppose them?”,

Letter by J. Shrier (3 Feb. 2025)
2026 — Roadmap and working methods

= Workstream I: Framework Convention - Co-Leads’ Draft
Issues Note (June 2025) — Co-Leads’ Draft Framework
Convention Template: 24 Oct. 2025, 22 Jan. 2026:
A/AC.298/CRP.26

= Workstream II: Protocol 1 - Taxation of services — Co-
Leads’ Draft Issues Note (June 2025) — Co-Lead’s Draft
Options Paper: 21 Jan. 2026: A/AC.2 RP.2
Background Note Gross-basis ver net- is taxation:
efficiency and equity considerations (Jan. 2026)

= Workstream III: Protocol 2 - Dispute prevention and
resolution - Co-L " Draf line of I verview an
Scope (June 2025) — Co-Leads’ Concept Note on Ideas for
Potential Solutions: 24 Oct, 2025, 23 Jan. 2026:
A/AC.298/CRP.28

W

VIENNA

Background

=  Death of Pillar One, but commitment to
“a constructive dialogue on the tax
challenges arising from the digitalisation
of the economy” (G20 South Africa

Summit: Leaders’ Declaration (22 Nov.
2025), para. 72)

®= UN Model Tax Convention 2021/2025
"  General STTR (Art 1(3) UN MC)
= Extractive Industries (Art 5A UN MC)

= Shipping and air transportation income (Art 8
UN MC)

= Services (Art 12AA UN MC)
= Automated Digital Services (Art 12B UN MC)
= Cross-Border Insurance (Art 12C UN MCQC)

= Capital Gains and Offshore Indirect Transfers
(Art 13 UN MC)

= Software payments as royalties (Art 12(3)
UN MC)

nnnnnnnnnn
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https://dirco.gov.za/wp-content/uploads/2025/11/2025-G20-Summit-Declaration.pdf
https://dirco.gov.za/wp-content/uploads/2025/11/2025-G20-Summit-Declaration.pdf
https://dirco.gov.za/wp-content/uploads/2025/11/2025-G20-Summit-Declaration.pdf
https://financing.desa.un.org/sites/default/files/2025-02/44.%20United%20States%20of%20America.pdf
https://financing.desa.un.org/sites/default/files/2025-06/INC%20Tax_WS%20I%20issues%20note_27%20June_0.pdf
https://financing.desa.un.org/sites/default/files/2025-06/INC%20Tax_WS%20I%20issues%20note_27%20June_0.pdf
https://financing.desa.un.org/sites/default/files/2025-06/INC%20Tax_WS%20I%20issues%20note_27%20June_0.pdf
https://financing.desa.un.org/sites/default/files/2025-06/INC%20Tax_WS%20I%20issues%20note_27%20June_0.pdf
https://financing.desa.un.org/sites/default/files/2025-10/WSI%20Co-Lead%27s%20Draft%20FC%20template%20-%2024%20Oct.pdf
https://financing.desa.un.org/sites/default/files/2026-01/WSI%20%2822%20Jan%202026%29%20Co-Lead%27s%20Draft%20Framework%20Convention%20Template.pdf
https://financing.desa.un.org/sites/default/files/2026-01/WSI%20%2822%20Jan%202026%29%20Co-Lead%27s%20Draft%20Framework%20Convention%20Template.pdf
https://financing.desa.un.org/sites/default/files/2025-06/INC%20Tax_WS%20II%20issues%20note_27%20June.pdf
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"  Workstream I Article 5
- Framework Fair Allocation of Taxing Rights

Convention - Co-
Leads’ Draft Issues
Note (June 2025)

The States Parties agree that all jurisdictions in which value 1s created, markets are located, revenues are
generated or economic activities take place have a right to tax a portion of the income generated from
such activities and shall take such actions as are necessary to ensure a fair allocation of taxing rights

® Co-Leads’ Draft among all such jurisdictions, including renegotiation of existing tax agreements that are inconsistent with
Framework this article.
Convention
Template: 24 Oct. Article 6
2025, 22 Jan. 2026: High-net worth individuals

A/AC.298/CRP.2

1. States Parties shall develop and implement measures to detect, deter and prevent tax avoidance
and evasion by high-net-worth individuals.

2. The States Parties shall share information regarding structures and techniques used by high-net
worth individuals to avoid and evade taxes.

3. The States Parties shall explore coordinated approaches to ensuring effective taxation of high-net
worth individuals.
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= Two Pillars — One dead, one crumbling? Time for DSTs?
= Trade and Tariffs — Back to discrimination? — From multilaterlism to bi- and plurilateralism?

= Pandora's Box — Value creation, market states, consumer/user location — Geopolitical force versus
international consensus?
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