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G-24 warns that global tax deal will fail without
better terms for developing countries > sotuions
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An international tax agreement on new profit allocation rules and a minimum tax will “not be transfer pricing to tax
sustainable even in the medium run” unless the terms allow developing countries to see fair shares provision.
under both pillars of the deal, the G-24 contended in September 19 comments submitted to the OECD

Inclusive Framework Secretariat. With CrossBorder
Podcasts, we explain

This means having a sufficient share of profits reallocated to market jurisdictions under Pillar One, and
the complex.

a broader “subject to tax rule” under the Pillar Two minimum tax. The G-24 also suggested that
unilateral digital services taxes should be phased out, rather than cut off, under an agreement to
coincide with the implementation of Pillar One. Moreover, developing countries should not be expected
to withdraw those unilateral measures unless the terms under Pillars One and Two offer sufficient
revenue gains for such countries.
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The G-24 represents the interests of developing countries in economic issues and consists of 28
member countries plus China (as a “special invitee”). Six of the G-24 countries are also G20 members:
Argentina, Brazil, China, India, Mexico, and South Africa. In addition to those in the G20, a further 12 of
the G-24 members are also “Inclusive Framework” members: Colombia, Cote D'lvoire, Egypt, Gabon,
Haiti, Kenya, Morocco, Nigeria, Pakistan, Peru, Sri Lanka, and Trinidad and Tobago.

In previous comments, the G-24 had advocated for a share of more than 30% of profits to be
reallocated to market jurisdictions and for a broader scope for reallocation. The Inclusive Framework
agreement reached in July did not adopt the G-24 proposed scope amendment and set a potential
range to be allocated to market jurisdictions of 20%-30% of residual profits (i.e., profits in excess of 10%

WHAT’'S NEXT

of revenue). Oct. 26 8th International Tax Virtual
Symposium Event

Given how the July 1 preliminary agreement turned out, the G-24 stressed that the reallocation

percentage must land at the top end of the range. “Any share of less than 30%,” the G-24 stated, “will Oct. G20 Summit Rome

NOT ensure any meaningful revenue for developing countries - particularly small and emerging 30-31

economies.” In this respect, the comments cite the recent International Monetary Fund study finding

that some developing countries could lose revenue under the Pillar One proposal. Add Your Event

Regarding Pillar Two, the G-24 stated that it favors a high minimum effective tax rate and also a high

minimum rate under the subject to tax rule. The July 1 agreement proposed a minimum rate for the RECENT COMMENTS

subject to tax rule - a treaty-based rule to apply a minimum rate to certain types of payments - of 7.5%
to 9%. To address base erosion concerns of developing countries, the G-24 stated that it supports
including the subject to tax rule as a minimum standard. It also prefers a simple transaction-based rule
with no materiality threshold nor low return exclusion that would limit its application.



https://mnetax.com/date/2021/09
https://mnetax.com/africa
https://mnetax.com/americas
https://mnetax.com/americas/argentina
https://mnetax.com/asia-pacific
https://mnetax.com/americas/brazil
https://mnetax.com/asia-pacific/china
https://mnetax.com/americas/colombia
https://mnetax.com/africa/cote-divoire
https://mnetax.com/africa/egypt
https://mnetax.com/featured
https://mnetax.com/multinational/g20
https://mnetax.com/multinational/g24
https://mnetax.com/africa/gabon
https://mnetax.com/americas/haiti
https://mnetax.com/multinational/inclusive-framework-on-beps
https://mnetax.com/asia-pacific/india
https://mnetax.com/africa/kenya
https://mnetax.com/americas/mexico
https://mnetax.com/africa/morocco
https://mnetax.com/africa/nigeria
https://mnetax.com/multinational/oecd
https://mnetax.com/asia-pacific/pakistan
https://mnetax.com/americas/peru
https://mnetax.com/africa/south-africa
https://mnetax.com/asia-pacific/sri-lanka
https://mnetax.com/americas/trinidad-and-tobago
https://mnetax.com/130-nations-endorse-global-tax-overhaul-nine-nations-hold-out-44960
https://mnetax.com/asia-to-see-disparate-impacts-from-global-digital-tax-reforms-imf-reports-45695
https://bit.ly/3Ad1ZqC
https://www.bundesfinanzministerium.de/Content/EN/Standardartikel/Topics/Taxation/Articles/8th-international-tax-symposium.html
https://www.g20.org/rome-summit.html
https://mnetax.com/taxeventlistings/
https://mnetax.com/
http://eepurl.com/58vNz
https://mnetax.com/
https://mnetax.com/world
https://mnetax.com/transfer-pricing
https://mnetax.com/digital-economy
https://mnetax.com/multinational
https://mnetax.com/africa
https://mnetax.com/americas
https://mnetax.com/asia-pacific
https://mnetax.com/europe
https://mnetax.com/americas-tax-and-transfer-pricing-experts

The G-24 also expressed support for including an elective binding dispute resolution mechanism for
certain issues for developing countries but suggested that the emphasis should be on dispute
prevention.

Overall, the G-24 stressed that ensuring successful agreement requires having a truly inclusive process
that addresses the concerns of developing countries and potential unintended consequences.
Moreover, the G-24 stated that “[i]t is imperative that all jurisdictions, especially developing countries,
understand what they are committing and agreeing to.”

Of the G-24 members that are engaged in the Inclusive Framework, two - Kenya and Nigeria - are
among the six Inclusive Framework members that have so far declined to sign on to the Inclusive
Framework statement. Peru, which also initially declined to endorse the agreement on July 1, has since
signed on.

a Bio = Latest Posts

Doug Connolly
¢ Editor-in-Chief at MNE Tax

== Doug Connolly is Editor-in-Chief of MNE Tax. He has more than 10 years of experience
covering tax legal developments, previously working with both a Big Four firm and a
leading legal publisher. He holds a law degree from American University Washington
College of Law.

BE THE FIRST TO COMMENT

Leave a Reply

Your email address will not be published.

Comment

Name
Email

Website

POST COMMENT

Rafael Rivera on Panama court
upholds transfer pricing penalty on
operations within special tax-exempt
area: “In the Supreme Court case the
only item at hand was the penalty
imposed by the DGI due to the...”
October 22,2021

J. Harold McClure on Panama court
upholds transfer pricing penalty on
operations within special tax-exempt
area: “Was there a specific transfer
pricing issue and if so - what was the
intercompany transaction of the
transfer pricing...”

October 21,2021

Muthua Kega on Kenya’s minimum tax
ruled unconstitutional, government to
appeal: “There is no double taxation.
Should the business make taxable
profits, it will offset the minimum tax
earlier paid against...”

October 5,2021

J. Harold McClure on Finnish court
rules on arm’s length range and
transfer pricing adjustment point: “the
company was entitled to 80% and the
subsidiary to 20% of the residual
profit” The potential role of this..."
October 5,2021

J. Harold McClure on Switzerland,
Estonia, Ireland seek concessions in
global tax deal: “Liberal economist
Joseph Stiglitz wrote that while he
preferred a minimum tax rate of 25%,
he would settle for a...”

October 4,2021

transfer pricing
expert that enjoys
writing?

MNE Tax is hiring
full and part-time
staff writers

OUR INTERNATIONAL TAX AND
TRANSFER PRICING EXPERT
AUTHORS



https://mnetax.com/barbados-becomes-133rd-to-join-global-tax-agreement-holdouts-dwindle-to-six-45407
mailto:doug.connolly@mnetax.com
https://www.mnetax.com/
http://www.bdo.com.pa/
https://mnetax.com/panama-court-upholds-transfer-pricing-penalty-on-operations-within-special-tax-exempt-area-45989#comment-5843
https://mnetax.com/panama-court-upholds-transfer-pricing-penalty-on-operations-within-special-tax-exempt-area-45989#comment-5838
https://mnetax.com/kenyas-minimum-tax-ruled-unconstitutional-government-to-appeal-45766#comment-5792
https://mnetax.com/finnish-court-rules-on-arms-length-range-and-transfer-pricing-adjustment-point-45835#comment-5791
https://mnetax.com/switzerland-estonia-ireland-seek-concessions-in-global-tax-deal-45844#comment-5786
mailto:jobs@mnetax.com

