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10 September 2021 

 
Dear Sir / Madam, 

KPMG is pleased to respond to this public consultation on the OECD’s 
International Tax Proposals. 

The impact of International Tax Proposals has the potential to be very 
significant for Ireland and businesses operating in Ireland. We welcome this 
consultation process and the opportunity for stakeholder comments to be 
taken on board in the formulation of Ireland’s response to the proposals. 

KPMG is the largest provider of business taxation advice in Ireland. We have 
drawn on our experience of providing advice to Irish and non-Irish 
headquartered businesses across a range of sectors to provide comments in 
response to the consultation. 

Should you wish to discuss any aspect of our submission please do not 
hesitate to contact us. 

 
Yours faithfully, 

 
Partner 

 

KPMG in Ireland

 

 
 
Tom Woods 
Head of Tax and Legal 
t: +353 1 410 2589 
e: tom.woods@kpmg.ie 
 

 
 
Cillein Barry 
Partner, Tax 
t: +353 1 700 4108 
e: cillein.barry@kpmg.ie 
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KPMG supports the Minister’s position that any agreement on the OECD’s International Tax 
Proposals (BEPS 2.0), particularly in relation to a global minimum effective tax rate (the 
GloBE proposal), needs to work for small as well as large countries, both developed and 
developing. We agree that the Irish corporate tax rate of 12.5% rate should be considered a 
rate that is within the ambit of fair and healthy tax competition. A rate that is set too high will 
negatively affect the competitiveness of smaller economies. 

We therefore express our support for Ireland reserving its position on the Pillar II proposals 
announced in the 1 July Inclusive Framework (“IF”) Statement. The Statement was 
insufficiently clear on a number of key issues including the level of any new minimum 
corporate tax rate and we fully support the approach of continuing to constructively engage 
with the work being done by the OECD and the IF members so as to achieve a 
comprehensive agreement in 2021. It is critically important in this regard that any such 
agreement provides certainty for the future taxation of multinational companies, minimises 
the cost of compliance, and does not allow for further rate increases, base harmonisation or 
other changes beyond those agreed in BEPS 2.0. 

While Ireland has reserved its position on Pillar II and is actively contributing to the final 
shape of the agreement (including continuing to seek a lower minimum tax rate), we are also 
cognisant of the reality that an agreement may be struck between a significant majority of 
the Inclusive Framework members on Pillar II, the terms of which would include a 15% 
global minimum tax rate. If this occurs and the US Congress approves comparable 
proposals, we consider it will be in Ireland’s best interests to change its tax rate for affected 
companies to the new global minimum rate.  

Whilst not the only factor in attracting and retaining foreign direct investment, corporate tax 
rates do play an important role together with other factors when businesses are considering 
whether to invest and set up a base in a country. Other such factors include the availability 
of a skilled workforce, EU membership, ease and cost of doing business, quality of 
infrastructure and the stability and simplicity of the tax regime. As has always been the case, 
personal tax rates and the cost of employment will continue to play an important role in the 
future, with their relative importance increased as the differential between corporate tax 
regimes is reduced and remote working becomes more prominent. 

In this environment it will be important that Ireland seeks to maximise its competitiveness 
both within the scope of any new international corporate tax framework and through other 
means that are under its own control. 

Introduction 
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We have not sought to respond directly to each of the questions raised in the consultation 
but rather have set out below a number of key factors that we think will be important to 
businesses operating in Ireland in relation to the implementation of BEPS 2.0. 

 

As noted above, at this stage there is a significant level of uncertainty in terms of what the 
final BEPS 2.0 rules will ultimately look like should a final agreement be reached. 

In our view, it will be important for Ireland to ensure that it does not make changes to the 
Irish regime until such times as it is clear what the BEPS 2.0 rules will look like and how they 
interact with other regimes, e.g. any reforms to the US tax system.   

It will be important that jurisdictions implementing BEPS 2.0, including the changes proposed 
in the US by the Biden Administration, are as closely aligned as possible to the BEPS 2.0 
proposals. To reduce the compliance burden and minimise increased taxation, businesses 
operating internationally should not have to take into account several different sets of 
international tax rules in relation to the activities that the business carries out in a single 
jurisdiction.    
 

A factor which has been important in the attractiveness of Ireland’s regime is its certainty, 
predictability and ease of compliance. With the growing complexity of international tax reform 
and Irish tax changes (e.g. CFC rules, interest limitations, anti-hybrids rules), any changes to 
Ireland’s tax regime should not be unduly complex to operate. If it is necessary for Ireland to 
implement changes to make our corporate tax regime BEPS 2.0 compliant for in-scope 
companies, we recommend that an easy to administer and parallel regime, such as an 
Alternative Minimum Tax (discussed below), should be introduced to accommodate such 
changes. 

 

 1. What the new international tax framework ultimately looks like 

 2.  Certainty and Simplicity 

Our comments  
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As mentioned above, to the extent that it is necessary for Ireland to make changes, Ireland 
should consider the introduction of an Alternative Minimum Tax (“AMT”) that would apply 
only to companies that form part of a group with global turnover in excess of the €750m 
threshold as set out under the OECD Pillar Two rules (or $500m under proposed US 
SHIELD rules). To simplify the operation of the AMT as much as possible, the amount of 
additional tax required to be paid should be calculated using the same effective tax rate 
calculation set out in the Pillar Two proposal (or SHIELD if relevant).  

Introducing an Alternative Minimum Tax for only in scope companies minimises changes to 
our tax system and retains in full our existing corporate tax rules for the vast majority of 
companies operating in Ireland.   

 

We welcome the expanded use of public consultations by the Department of Finance with 
respect to various recent tax matters, including this consultation on BEPS 2.0.   

Such consultations are an important tool in seeking to ensure that newly implemented tax 
measures operate in the manner intended, with improved ease of application for taxpayers 
and practitioners as a result.  

We recommend that the Department of Finance continues to engage with the public with 
respect to developments in the Irish tax landscape in the future and consults as closely as 
possible with business when making policy decisions in relation to changes to our domestic 
tax regime in response to BEPS 2.0 / US tax reform. Ireland should also ensure that the 
timing of any changes to Irish tax law are aligned with changes occurring internationally. 

As noted above, an increasingly important factor in relation to the competitiveness of a 
regime is certainty – a long lead and consultation time from the announcement of potential 
changes in law enhances the certainty of the Irish tax system. 

 

  

 3. Scope / Alternative Minimum Tax 

 4. Timing and consultation 
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A long-standing principle of international tax reform and the BEPS project is that businesses 
should be taxed where substance is located and genuine business location decisions should 
not be penalised, i.e. BEPS measures should target BEPS practices and not real 
commercial activities. In this regard, the substance based carve out proposed within Pillar 
Two should be as wide as possible and should include not just tangible assets and payroll 
but also, for example, leased tangible assets, intangible assets (specifically those that are 
eligible for the OECD modified nexus criteria agreed as part of BEPS 1.0) and regulatory 
capital for regulated entities.  Given the important role played by regulators in the allocation 
of capital (which typically follows substance) and the resultant constraints that apply to 
regulated groups in moving capital from one location to another, it would seem appropriate 
to include this.   

Another important factor for international businesses operating not just in Ireland but in any 
jurisdiction will be whether they have to calculate the taxable profits of entities based in each 
jurisdiction under three sets of rules in assessing what tax liabilities apply to them, i.e. the 
tax rules of the jurisdiction in which the entity is based, US tax principles (e.g. GILTI or 
SHIELD) and OECD Pillar Two principles. The optimal scenario for businesses would be that 
US rules such as SHIELD and GILTI would apply the OECD Pillar Two tax base.  In addition, 
if comparable measures are introduced by the US, they should be accepted within the Pillar 
Two framework.  

Noting that the understood intention of BEPS 2.0 is to target BEPS practices of multinational 
groups, it would in our view be more appropriate if the global minimum rate was applied 
using global blending rather than jurisdictional blending. This would ensure that a group 
within the scope of Pillar 2 would have a global effective tax rate at least equal to the agreed 
minimum rate. Jurisdictional blending appears to place an unnecessary compliance burden 
on groups in order to reach the understood overall objective of BEPS 2.0 and would appear 
to be at odds with the EU principle of subsidiarity and national sovereignty. Jurisdictional 
blending will also result in an increased tax cost for groups whose effective tax rate would 
already exceed the agreed minimum rate. 

We note that the Pillar Two blueprint proposes a complicated timing difference adjustment 
mechanism as an option in calculating the effective tax rate of constituent entities in a 
multinational group. In our view, it would be much less complex and more effective to simply 
use a deferred tax accounting approach. Such an approach would be easier to administer 
from the point of view of the taxpayer and would mitigate challenges noted in the blueprint in 
relation to addressing differences between countries in the timing of tax depreciation.   

We also note that the Pillar Two blueprint includes a number of exclusions for financial 
services. Some of these exclusions as drafted in the blueprint, particularly in relation to the 
funds sector, do not seem to operate in the manner in which it is understood they are 
intended to. For example, the Pillar Two blueprint includes exclusions for certain investment 
funds noting that many countries exempt investment funds from taxation for legitimate policy 
reasons. However, the definition of investment funds in the blueprint is such that many funds 
which are tax exempt in Ireland and indeed other countries for legitimate policy reasons 
could be within the scope of Pillar Two. It is suggested that Ireland should seek to ensure 
that these exclusions operate as intended. 

 5. Design 



Response to Consultation on OECD International Tax Proposals 
September 2021 

 

7 
 

A number of changes to the Irish tax regime may need to be considered in the context of EU 
law, e.g. State aid rules. In this regard, Ireland should seek to ensure that any changes to 
EU law to implement BEPS 2.0 facilitate Ireland’s response, for example the Alternative 
Minimum Tax suggestion referred to earlier.  

As noted above, we believe that any changes to EU law should not be agreed and 
implemented until it is clear that there has been a finalised internationally agreed framework 
which will be implemented by other jurisdictions. In addition, any changes to EU law should 
not go beyond the scope of what is agreed internationally. Any moves by the EU which do 
not align, both in terms of scope and timing, with the OECD approach risk placing the EU at 
a competitive disadvantage to non-EU jurisdictions in attracting FDI and incubating high 
growth businesses. As a small open economy, Ireland would be disproportionately 
disadvantaged by any moves to introduce rules at a European level before those at an 
OECD level. 

In addition, Ireland should not agree to the introduction of any new digital levy / Single 
Market levy at an EU level. A significant compliance burden will already be placed on 
businesses operating internationally through any changes agreed at OECD level and the 
introduction of an additional levy would potentially harm both Ireland and the EU’s 
competitive position for businesses operating internationally. 

In making these comments we are aware that countries in the EU and the EU as a whole will 
need to find resources to fund the recovery from the pandemic and to address the multiple 
challenges that are ahead, including in relation to climate change. In our view addressing 
these challenges will be made easier provided the EU remains an attractive location in which 
to innovate and grow the economy. Imposing additional tax burdens on businesses in 
Europe relative to those being imposed elsewhere in the world is in our view unlikely to help 
achieve the desired outcomes. 

 

 

 

 6. EU law 



Response to Consultation on OECD International Tax Proposals 
September 2021 

 

8 
 

If consensus is reached and implementation proceeds, it is important that businesses have 
certainty that the agreed-upon rules will apply for the foreseeable future without further 
material changes or rate increases. This is key in allowing businesses make investment 
decisions with greater certainty. We suggest that Ireland should give consideration to 
advocating for the implementation of Pillar One and Two through a Multilateral Convention / 
Instrument to ensure that the rule changes are as consistent, certain and enduring as 
possible throughout the Inclusive Framework. Such an approach should also seek to ensure 
that unilateral changes to the BEPS 2.0 rules, including an increase in the minimum rate of 
tax, are not possible. A key component of this will also be that double taxation disputes are 
settled through binding dispute resolution mechanisms.   

BEPS developments in the context of Pillar Two, transfer pricing, controlled foreign company 
rules and tax treaty provisions mean that preserving corporation tax benefits for international 
businesses operating in Ireland is increasingly dependent on having key personnel and 
decision makers located in Ireland. Therefore, the attractiveness of a country’s personal tax 
regime and the cost to employers of locating people in a country is highly likely to be an 
even more significant factor in determining where key talent and substantial businesses 
base themselves. We believe that Ireland will need to give greater attention to this aspect of 
our overall tax system in order to be competitive when attracting and retaining mobile 
workers, as well as international businesses hoping to avail of this talent pool.  

Other tax factors that will influence location decisions will be the stability of the tax regime 
and the ease and related cost of compliance (made easier where undue complexity is 
minimised). In this regard, it will be important to ensure that Ireland’s tax system is clear and 
transparent, and that its expanded framework of anti-avoidance rules form an integrated 
whole, rather than a patchwork of overlapping measures. Undertaking the necessary reform 
to identify and remove obsolete or unnecessarily complex measures will be key in reducing 
the cost of tax compliance in Ireland. 

 7. Certainty 

 8. Broader policy response  
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The information contained herein is of a general nature and is not intended 
to address the circumstances of any particular individual or entity. Although 
we endeavour to provide accurate and timely information, there can be no 
guarantee that such information is accurate as of the date it is received or 
that it will continue to be accurate in the future. No one should act on such 
information without appropriate professional advice after a thorough 
examination of the particular situation. 
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