
Consultation on OECD International Tax Proposals 

Question1: Broad Policy Objectives 

1. The broad policy objectives of the OECD proposals are correct and the 

Government is right to support them. If achieved, they will help to bring 

about more stability in the international environment for business 

taxation, will reflect changes in the way of doing business in a digitalised 

world and will continue the international efforts of recent years, in 

which Ireland has participated, to curb corporation tax abuse. 

2. If we take part in this initiative Ireland will benefit from the improved 

international environment and from the establishment of a clearer 

‘norm’ against which a country’s corporation tax system can be 

assessed. This should reduce the risk of reputational damage from 

sometimes ill-founded criticisms of our tax system from abroad. 

3. The proposals are far– reaching, however, and have potentially very 

significant implications for this country, both in terms of tax revenue loss 

and in terms of possible impact on our economic development model 

with its longstanding 12.5% rate of corporation tax. That is why, as I 

commented in a letter to the Irish Times on 22 July 2021 (copy 

attached), the Government are correct to take their time in analysing 

the proposals more fully and seeking appropriate reassurance before 

committing to alter our present tax regime. 

4. Indeed, the sketchy nature of the information in the proposals as 

published on 1 July by OECD, which in turn forms the basis of the 

consultation paper issued by the Department of Finance, demonstrates 

how much detail is missing. More information is required before one 

could say that the proposals are both feasible and implementable in a 

coherent and symmetrical manner. Such information includes  

 detailed source rules for digital transactions,  

  clarity on exactly how calculation of tax bases is to be 

coordinated between participating countries, 

 what specific adjustments are to be made to companies’ financial 

statements for the purposes of Pillar Two, 

  detailed methodologies and simplifications envisaged to facilitate 

implementation, and 



  how actions taken by different countries, not least the USA, are to 

be brought together in a coherent implementation plan that 

would ensure a level playing field. 

While an implementation plan has been promised for October 2021 the            

Government would need to be clear about its contents before reaching 

final decisions. 

5. Differences in accounting standards and adjustments to financial 

statements are often problematic. While some work was done on this in 

2020 (OECD Blueprint Paper of October 2020) it does not appear to have   

resulted yet in agreed solutions or, if it has, these are not reflected in the 

paper before us which simply refers under Pillar Two (as regards 

calculating effective tax rates) to using “—financial accounting income 

(with agreed adjustments consistent with the tax policy objectives of 

Pillar Two and mechanisms to address timing differences)”. The 

feasibility of such tax base adjustments being made readily and 

consistently by companies and national tax administrations should be 

outlined in a composite self-contained document on implementation. 

6. The proposals, if adopted, will require regular review.  The material 

under Pillar One envisages that a review would take place beginning 7 

years after the agreement comes into force but this would be too long 

an interval and should be shortened. Perhaps the implementation 

mechanisms for both Pillars One and Two should also contain specific 

provision for review in the case of a country that experiences particularly 

adverse effects on tax revenue in the course of implementation.  

Question 2: Specific Implications for Ireland’s Corporation Tax Regime 

7.  Both Pillars would have implications for our tax regime but the most 

critical in the longer term would arise under Pillar Two depending on the 

final proposals.  

8. Pillar One clearly envisages an approach designed to transfer taxing 

rights to a small number of relatively large market economies in respect 

of sales of goods and services in their jurisdictions. While this may well 

reflect the digitalisation of trade in goods and services the likely adverse 

impact on our tax revenue would be significant given that we are a 



home base for so many large digital companies. This should be taken 

into account in finalising the details of the overall proposals. 

9. Pillar Two has the potential to disrupt the substantive corporation tax 

model that has served Ireland so well, in its various iterations starting 

with Exports Sales Relief in the late- 1950s, for many decades. Before 

deciding to make any move away from our current 12.5% regime it is 

essential to ensure that reasonable tax competition will be allowed to 

continue. Sovereign countries should be free to make decisions on the 

trade-offs they are willing to make within their tax systems, in regard to 

the level at which they set the rate of corporation tax, while respecting 

the proposed minimum rate.  Such a trade-off has been made in Ireland 

over many decades to help promote inward investment and create jobs 

in the face of the disadvantages we suffer because of our small market 

and location. While some commentators have argued that other factors 

apart from the rate of corporation tax are now more important in 

promoting inward investment and jobs here, there is little evidence to 

suggest that a competitive rate of corporation tax will not continue to be 

a significant ingredient along with other factors – such as our skilled 

workforce- for continued success in the future. 

10.   While a minimum effective rate of 15% - with suitable transitional 

provisions- might well be feasible for us, the proposed minimum rate of 

”at least 15%” is very open- ended. From an Irish perspective greater 

certainty is needed on what the consensus rate would be, both in the 

OECD and EU frameworks, as well as assurances about its continuity. 

Question 3: Pillar One Detail 

11.   It is not clear from the consultation paper why a range of 20-30% of 

profit is given for the quantum to be allocated to market jurisdictions. Is 

it the intention to settle on a specific figure within this range or what is 

in mind here? 

Question 4: Pillar Two Rules 

12.   The Income Inclusion Rule and the Under- Taxed Payments Rule are 

required in the context of this proposal for a minimum tax. The case for 

the Subject to Tax Rule has not been elaborated as clearly. One would 



need to analyse what implications such a rule would have for the 

operation of our Double Taxation Treaties. To the extent that the 

proposal is intended to tackle abuse – a desirable objective- one might 

question whether such abuse could not be handled satisfactorily under 

the existing BEPS rules or be dealt with bilaterally between Treaty 

partners. 

13.   It is not clear from the summary documentation what is the point of 

setting a threshold of 750 million euros for the application of this 

proposal if countries are to be free to apply it to MNES below the 

threshold also. 

Question 5: USA Measures 

14.   It is impossible to analyse what the implications of USA measures might 

be until USA intentions are clarified following discussion in Congress on 

the reform proposals there. The OECD proposals envisage consideration 

being given to the conditions under which USA GILTI will coexist with 

Pillar Two rules. Certianly it will be important to ensure that the 

outcome of such coexistence gives a level playing field. All this would 

need to be clarified before final decisions are made. 

Question 6: Final Agreement 

15.   Only when the individual measures are fully specified, the relationship 

with the USA measures has been clarified and a clear overall 

implementation plan has been agreed, should firm commitments be 

made by all concerned. 

 Question 6: Further considerations 

16.  The core relationship with Ireland’s industrial policy model is discussed 

above. It will also be necessary to establish what the impact of the 

proposals will be on the other specific investment incentives that we 

operate, such as the Knowledge Development Box to promote R and D. 

Similar measures are in operation in other countries. 

 

10  September 2021 



Reforming corporation tax 

 

 

Sir, – There has been some criticism of the Irish authorities for not signing up immediately to 

the proposed international deal on reform of corporation tax and suggesting that, by not doing 

so, our international reputation will suffer.  

While the participant countries would clearly like us to join in the final agreement scheduled 

for October – and some of these countries have been trying to change our corporation tax rate 

for many decades! – it was always well understood internationally that any agreement that 

might impact on Ireland’s 12.5 per cent rate was going to raise strategically important issues 

for us.  

This is because the corporation tax regime here has played such a strong role in bringing in 

much-needed multinational investment which has heavily influenced our job creation and 

economic development since the 1960s. Significant changes took place over the years, since 

the days when we allowed full tax relief on profits from exports, to bring us to the current 

12.5 per cent regime. Each change was the subject of difficult negotiations. Similarly, the 

current negotiations require careful analysis of the changes envisaged. This includes 

examination in detail of how the two different parts of the new regime (digital tax and 

minimum rate) will work, any interaction between them and the overall impact on our tax 

system including the 12.5 rate itself.  

The winds of change have been blowing through international tax regimes for some years 

now and Ireland cannot, and indeed has not sought to, stand apart from them. Anti-avoidance 

measures have rightly been introduced to curb abuse. But we should complete our analysis of 

the latest proposals rationally and calmly and get the best assurances we can for the country 

consistent with the new arrangements, before coming to a final decision.  

It is true that non-tax factors such as skilled staff availability now influence mobile 

international investment to a greater extent than years ago but there is little doubt that a 

competitive corporation tax regime will continue to play an important role for a country such 

as ours. – Yours, etc, 

DERMOT B QUIGLEY,  
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