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Introduction I
Overview of the Reform of International Tax Regime
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Introduction II
Pillar 2: General Principles
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Introduction III
Pillar 2: GloBE vs Non-GloBE Rules?
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oWhat is GloBE ?
◦GloBE is part of BEPS 2.0 and is a key aspect of the Pillar 2
proposal which comprises of a set of interlocked rules:
Income Inclusion Rule (IIR) and Undertaxed Profit Rule
(UTPR) with possible interaction with the Qualified
Domestic Top-up Tax (QDMTT).
◦ together the rules target payment of global minimum tax of
15% by MNEs with a global turnover > EUR 750 million
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Introduction IV
What is GloBE?



oBEPS 1.0 VS BEPS 2.0 : Tax Base Protection from Different Perspectives 

• factors that  contribute to erosion of tax base of a given juridiction include actions 
considered immoral (e.g, tax avoidance), illegal actions (tax evasion) and legal 
actions (like voluntary lowering of tax payable either through incentives or by 
reducing the statutory rates).
• while tax evasion is practically a matter to be tackled through  tax compliance and 

enforcement measures, BEPS 1.0 was designed to deal with tax avoidance in the 
context of international corporate tax in a globalised economy while BEPS  2.0 
(GloBE) is primed to tackle the tendency by jurisdiction to engage in unhealthy tax 
competition (race to the bottom) by continued reduction of tax payable by MNEs.
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Introduction V
BEPS 1.0 vs BEPS 2.0



oWhy Should WATAF Members Care About GloBE?
• of WATAF’s 15 members, 10 are also members of the Inclusive Framework on BEPS (IF)
• while the rule is being developed by IF, based on common approach, it is not compulsory for 

memebers of inclusive framework.
• However, the rule will affect both IF and non-IF members of WATAF excerpt if they have no in-

scope MNEs doing business in their jurisdictions or their effective tax rate is more than 15%. 
• A cursory survey show that all WATAF memebrs will be impacted by the GloBE (reasons: while 

the average headline tax rate is high; the average ETR of WATAF members are much lower 
owing to tax incentives, etc)

• once GloBE is Implimented, the difference between effective tax rate collected from the in-
scope MNEs and a 15% ETR will be collected by the Jurisdiction of the Ultimate parent entity of 
the MNEs or some intermeditate jurisdiction if WATAF members fail to collect same.

WATAF, GloBE & The World
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Source: OECD

The Bahamas
Canada

• Mauritius
• South Africa

• EU Member States
• Jersey
• Liechtenstein
• Norway 
• Switzerland
• United Kingdom

• Hong Kong (China)
• Indonesia
• Japan
• Korea
• Malaysia
• Qatar
• Singapore
• Thailand
• United Arab Emirates

• Australia 
• New Zealand

Colombia

WATAF, GloBE & The World II
- countries taking Steps to implement the Rules 
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MNE Groups with 
≥ EUR 750 million 
annual revenue

Tax, subject to 
jurisdictional 
ETR, < 15%

Qualified Domestic Minimum Top up Tax (QDMTT)
Applies in source jurisdiction

Income Inclusion Rule (IIR)
Applies in parent jurisdiction under a top-down approach

UTPR
Allocates top-up tax to all entities in group using a 

substance-based allocation key
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BASICS OF the GloBE RULES I
GloBE Rules are Inapplicable where a Country’s ETR under 

exisiting CIT  ≥ 15%
no top-up tax
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oThe minimum tax is 15% ETR (note the difference between ETR and Headline
Tax Rates)
oThe Income Inclusion Rule is the Primary Rule, it kicks in once the source
jurisdiction is unable to tax at 15% ETR and there is no QDMTT. The Rule re-
inforces the right of the Resident country to tax the MNEs, as its resident, to
ensure that its income is brought to a minimum of 15% ETR.
oUTPR serves as a backstop to the IIR, applies when the jurisdiction of UPE did
not adopt the IIR.
oQMTT when applied by the the source Jurisdiction could forestall the
application of the GloBE rules.
oSubstance carve-out (SBIE) applies to calculations of taxes payable both under
the IIR, QDMTT and UTPR.

BASICS OF GloBE RULES II
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oThe ETR is obtained by dividing Adjusted covered taxes by the GloBE income
oThe ETR of an MNE with multiple PEs or subsisdiaries in a jurisdiction is
determined by blending the ETR in the jurisdiction.
oGloBE Income or Loss is calculated for each Constituent Entity (CE)
oStarting point is the income or loss shown in the financial statements used in
preparation of the consolidated financial statements of the UPE
oItems held in consolidation are included in the computation of GloBE Income or
Loss if they can be reliably traced to CE
ogains and losses on certain debt and equity methods or foreign currency gains
and losses are generally excluded from the computation of GloBE Income or Loss

BASICS OF GloBE RULES III
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MECHANICS OF THE GloBE RULES
Designs & Interactions
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MECHANICS OF THE GloBE RULES
Scope
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MECHANICS OF THE GloBE RULES
Steps for Effective Tax Rate Calculation
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MECHANICS OF THE GloBE RULES
Steps for Top Up Tax Rate Calculation

« WATAF - ENGAGING FOR DEVELOPMENT | FAFOA - S’ENGAGER POUR LE DÉVELOPPEMENT | WATAF - ENGAGEMENTO PARA O DESENVOLVIMENTO »  

Source: World Bank



17

Consolidated Group 
≥ 750m revenues UPE

Op Co 2

Hold Co

Op Co 1 Op Co 3

Jurisdiction A

Jurisdiction B

Jurisdiction DJurisdiction C

THE GloBE RULES APPLICATION
Structure of the Relevant MNE Group
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THE GloBE RULES APPLICATION
ETR Determination

Covered Taxes:
Taxes on income or profits
Taxes on distributed profits and deemed profit distributions
Taxes imposed in lieu of a CIT
Taxes on retained earnings and corporate equity

Taxes not covered: 
Some of the taxes not covered
indirect taxes, payroll and property taxes
Tax paid under the IIR
Additional tax paid under the UTPR
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UPE

Op Co 2
[tax =N15]

Hold Co

Op Co 1
[tax =N15] Op Co 3ETR (with Jurisdictional

blending) = 15 + 15 /200 =
0.15 x 100 =15%
CIT = 15%

Jurisdiction A

Jurisdiction B

Jurisdiction DJurisdiction C

0 Top-up tax  for Juridictions A, B 
& D | no need for QDMTT

THE GloBE RULES APPLICATION
Interaction with Corporate Income Tax (CIT)

Op Co 1 & Op 2 each 
earns an Income of 
N100. 

« WATAF - ENGAGING FOR DEVELOPMENT | FAFOA - S’ENGAGER POUR LE DÉVELOPPEMENT | WATAF - ENGAGEMENTO PARA O DESENVOLVIMENTO »  



20

UPE

Op Co 2
[tax =N15]

Hold Co

Op Co 1
[tax =N10] Op Co 3

ETR (with Jurisdictional
blending) = 10 + 15 /200 = 0.15
x 100 =12.5%
Top up tax = 15%- 12.5% =2.5%
X N200) = N5

Jurisdiction A

Jurisdiction B

Jurisdiction DJurisdiction C

Applies QDMTT | Juridictions C will 
collect top-up tax of N5 

THE GloBE RULES APPLICATION
Application of QDMTT

Op Co 1 & Op 2 each 
earns an Income of 
N100. 
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UPE

Op Co 2
[tax =N15]

Hold Co

Op Co 1
[tax =N10] Op Co 3ETR = 12.5%

Top tax = (200-40= 160) x
15% -12.5% = 160 x 2.5% =
N4

Jurisdiction A

Jurisdiction B

Jurisdiction DJurisdiction C

Applies QDMTT | Juridictions C 
will collect top-up tax of N4

THE GloBE RULES APPLICATION
Application of QDMTT with SBIE• Op Co 1 & Op 2 each earns a 

GloBE  Income of N100 (N200). 
SBIE = 40 (i.e 8% of the carrying 
value of  tangible asset & 10% 
of payroll expenses)
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UPE

Op Co 2
[tax =N15]

Hold Co

Op Co 1
[tax =N10] Op Co 3ETR = 12.5%

Top tax = (200-40= 160) x
15% -12.5% = 160 x 2.5% =
N4

Jurisdiction A

Jurisdiction B

Jurisdiction DJurisdiction C

No QDMTT 

THE GloBE RULES APPLICATION
Application of IIR with SBIE• Op Co 1 & Op 2 each 

earns a GloBE  Income 
of N100 (N200). 
SBIE = 40

Jurisdiction has IIR, 
collects N4 top-up tax
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UPE

Op Co 2
[tax =N15]

Hold Co

Op Co 1
[tax =N10] Op Co 3ETR = 12.5%

Top tax = (200-40= 160) x 15%
-12.5% = 160 x 2.5% = N4

Jurisdiction A

Jurisdiction B

Jurisdiction DJurisdiction C

No IIR

THE GloBE RULES APPLICATION
Application of IIR where UPE doesnt Apply IIR

• Op Co 1 & Op 2 each 
earns a GloBE  Income 
of N100 (N200). 
SBIE = 40 Jurisdiction B has IIR, 

collects N4 top-up tax

No QDMTT
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UPE

Op Co 2

Hold Co

Op Co 1 Op Co 3

No Qualifying Rules

No Qualifying Rules

No Qualifying Rules

Allocation of top-up tax 
under  UTPR using 

substance-based allocation 
key

Jurisdiction A

Jurisdiction B

Jurisdiction DJurisdiction C

THE GloBE RULES APPLICATION
Application of UTPR
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oQDMTT -
• is the only rules out of the three rules that seems to favour source taxing right.
• should, at best, be one of the several options available for source countries
• however, its has severe limitations including: -

• Applies only to MNEs with turnover > 750 million euros (says nothing about 1000s of others doing
businesses in WATAF jurisdiction).

• meddling with source countries prior right to tax income sourced from their jurisdiction in
accordance with its domestic legislation- and seeking to restrict such right without a treaty.

• seeking to subject source country’s domestic legislations to vigorous qualifying process which may
violate legislative privileges or the sovereign rights of the source jurisdiction. Doesnt consider the
propriety of subjecting laws by non-IF members to such qualification.

• threatening to discountenance taxes imposed by source jurisdiction under the guise of not
recorgnising such taxes as covered taxes

• introducing SBIE to compasate assets and payrol expense that may have been compasated under
CIT.

• two complex to impliment and admnister and prone to BEPS
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Is QDMTT the Answer?



The GloBE & TAX INCENTIVES 
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The GloBE & TAX INCENTIVES 

Source: 
IISD.org
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The GloBE & TAX INCENTIVES 

Source: World Bank

« WATAF - ENGAGING FOR DEVELOPMENT | FAFOA - S’ENGAGER POUR LE DÉVELOPPEMENT | WATAF - ENGAGEMENTO PARA O DESENVOLVIMENTO »  



The GloBE & TAX INCENTIVES 
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o TAX INCENTIVE REFORMS 
oALTERNATIVE MINIMUM TAX 
oDMTT
oQDMTT 

THE POLICY OPTIONS
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Policy Options
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I. The global minimum tax is an important development in the international tax architecture that 
provides an opportunity for countries, including WATAF members, to review their corporate 
income tax regimes, especially with respect to profit based tax incentives.

II. For many WATAF members the “do nothing” option is not viable. At the very least, countries will 
need to assess whether inscope MNEs (domestic and foreign) operate within the country and 
evaluate the existing tax code, particularly tax incentive regimes.

III. Qualified Domestic Top-up Taxes (QDMTT) are an important feature of the rules and can ensure 
that the minimum tax is applied and taxes are not topped-up elsewhere. However, countries may 
design Alternative Minimum Taxes that ensures the same or equivalent outcome. 

IV. It may not be necessary for WATAF countries, especially those without UPE, to implement the 
core GMT rules—the IIR and UTPR.

V. Clarity is still needed with respect to how non-IF countries, which include many developing 
countries, can comply with the new GMT regime.

Conclusion
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