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By email to: intltax@finance.gov.ie 
 
10 September 2021 
 
Ref: PV/SK/RM/GB 

 

Dear Sir/Madam 

Response to Consultation on OECD International Tax Proposals 

 

We are pleased to have the opportunity to provide general comments in response to the Consultation 

on OECD International Tax Proposals in respect of the proposed two-pillar solution to address tax 

challenges arising from digitalisation and globalisation (“the Consultation”).  The views expressed in this 

letter are those of Grant Thornton.  

 

Grant Thornton is a network of independent assurance, tax and advisory firms, made up of 56,000 

people in over 143 countries. We are Ireland’s fastest growing professional services firm, with over 1,450 

people across seven offices in Ireland. We have been in Ireland since 1899 and during this period have 

been a leading provider of services to dynamic and entrepreneurial businesses. 

 

Grant Thornton has contributed previous comments separately through various technical bodies. For 

the most part, we have not sought to repeat these contributions in our response. We note that the 

Consultation document sets out a prescribed list of questions; the views we provide in this letter take 

into account collectively these questions while also highlighting other areas we consider to be important.  

 

Publication of the Consultation document and the opportunity for stakeholders to consult in a timely 

manner with government officials prior to implementation of the rules demonstrates the Government’s 

efforts to provide certainty and clarity to taxpayers, both of which are critical to Irish and international 

taxpayers in a time of significant changes in the global tax environment.    

 

While the July statement on the two-pillar solution is helpful and provided the tax community with 

additional information on Pillar One and Pillar Two, many details are yet to be determined and we 

have commented on the specific features of the proposals which, in our opinion, may have particular 

implications for Irish tax policy.  
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Pillar One Proposals 

 Ireland has developed a strong and world class financial services sector particularly in areas 

such as aircraft leasing and securitisation. It remains to be clarified exactly which regulated 

financial services are excluded from the scope of Pillar One. It will also need to be clarified 

how the exclusion will apply where MNE’s carry on activities where both regulated and 

unregulated services are provided. For example, does the €20 billion threshold apply to the 

MNE as a whole to bring it within scope, or, are only the segmented business lines brought 

within scope once turnover from those unregulated services exceeds €20 billion? It is likely 

that MNE’s providing both regulated and unregulated financial services in Ireland will fall 

within scope and the exclusion and its operation is critically important from an FDI 

perspective. 

 The implementation of a new special purpose nexus rule permitting allocation of Amount A 

to a market jurisdiction will need to be considered carefully. It is not clear how ‘revenue’ will 

be determined under the detailed sourcing rules that are yet to be developed and how the rules 

will apply to different MNE business models. For example, will an MNE subsidiary in Ireland 

selling to group members on a cost plus basis be considered ‘revenue’ for the purpose of the 

thresholds or will this apply to all third party unrelated sales only? The impact from both a tax 

policy and exchequer perspective will need to be assessed once details of the rules become 

available.  

 Additional work is required in relation to the marketing and distribution profits safe harbour 

to assess the benchmark process for applying arm’s length principles to in-country baseline 

marketing and distribution activities across multiple market jurisdictions. While it is noted that 

the work to streamline this process will be completed by the end of 2022, we would urge the 

Government to ensure that the OECD is committed to collaborating with taxpayers and key 

stakeholders to reach a sensible consensus on the application of these rules and that such rules 

would not add further complexity or inconsistency to current transfer pricing rules.  

Pillar Two Proposals 

 Further clarification of how a “top up” tax is effectively applied to Ireland’s current corporate 

tax regime will need to be considered. While the Pillar Two proposals specify a minimum tax 

rate of 15%, Ireland’s 12.5% trading rate has been a cornerstone of our successful tax policy. 

Consideration should be given as to whether the Pillar Two minimum rate could be adopted 

for in scope entities while maintaining the 12.5% trading rate for all excluded companies. For 

example, could a two tier corporate tax rate be adopted?   

 The methodology of the ETR calculation will need to be carefully considered and analysed to 

determine how this will impact the benefits of Ireland’s current innovation tax incentives such 

as the Knowledge Development Box, Capital Allowances on Intangible Assets, Research and 

Development tax credits etc. It has been well documented that the adoption of common tax 

base for Pillar 2 across multiple jurisdictions presents a number of challenges. Furthermore, 

clarification on the preservation of carried forward tax losses should be provided to ensure 
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ETR calculations do not negatively impact highly capital intensive start-ups, or new product 

development lines for businesses. This is likely to be critical for Ireland given the significant 

MNE presence which is focused on capital intensive R&D activities (e.g. pharmaceuticals). 

 The carve out for a formulaic substance based test that will exclude an amount of income that 

is at least 5% of carrying value of tangible assets and payroll is welcomed. Clarity on the 

application of this formula is required to assess the impact on Irish based MNEs particularly 

as Ireland has favourable tax reliefs for attracting onshoreing of intangible assets which may be 

disadvantaged by such a carve out. Further guidance on the definition of “payroll” should be 

also considered to incorporate costs associated with contractors/externally provided workers 

for R&D intensive businesses and that these types of companies are not penalised for having 

low ETRs due to industry specific business models.   

 It is vital that the compliance and administrative costs are not disproportionate and a key 

consideration of this is that practical, binding and effective double tax relief and safe harbour 

measures are built into the implementation framework (and multilateral instrument if 

developed). The reliance on dispute resolution mechanisms should be minimised as this 

greatly increases compliance costs and adds to uncertainty for taxpayers.  

 

Conclusion 

We hope the foregoing is of assistance and we welcome the opportunity to discuss the points raised in 

this letter with your officials.   

 

If further details are required in relation to any points made in this submission please contact Peter Vale, 

Tax Partner (peter.vale@ie.gt.com, (0)1 680 5952) or Sasha Kerins, Tax Partner (sasha.kerins@ie.gt.com, 

353 (0)45 448852).  

 

 

Peter Vale 
Tax Partner 
Grant Thornton 
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