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Large multinational companies may see a minimum global corporate income tax rate of at 
least 15% as soon as 2023, and larger multinational companies may also see significant 
changes to the global allocation of taxation rights. In a statement issued on July 1, 2021, 
the OECD/G20 Inclusive Framework on base erosion and profit shifting (BEPS) said 130 of 
its 139 member countries have agreed on a framework to reform international tax rules 
under a two-pillar approach. This agreement reflects a significant departure from the 
standard international tax rules which largely require a physical presence in a country 
before that country has a right to tax and do not set a floor for tax competition by stipulating 
a minimum rate. 

The statement provides the key terms for a high-level agreement of the two-pillar approach 
to international tax reforms and calls for a comprehensive agreement by the G20 Finance 
Ministers and Central Bank Governors meeting in October 2021, with changes coming into 
effect in 2023.  

Background 
Generally, the OECD/G20 Inclusive Framework is looking at new tax proposals under 
two specific “pillars”. The first pillar focuses on the allocation of taxing rights, including 
nexus issues. These proposals typically allocate more taxing rights to market or user 
jurisdictions where value is created through businesses’ participation in the user or 
market jurisdiction that is not recognized in the current framework for allocating profits. 
The second pillar focuses on ensuring multinational entities pay a minimum rate of tax. 
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The OECD released two detailed reports, which it calls “blueprints”, on it’s proposed two-
pillar approach on October 12, 2020. For details, see TaxNewsFlash-Canada 2020-77, 
“Digital Economy — OECD Releases Taxation Blueprints”. 

Canada’s Finance Minister and the other G7 finance ministers subsequently agreed to 
support a minimum global corporate income tax rate of at least 15% on a country-by-
country basis under Pillar Two, at a meeting on June 4 and 5, 2021, that considered 
taxation issues related to globalization and the digitalization of the economy. The G7 
finance ministers also committed to several other measures in a communique issued on 
June 5, 2021, including how market countries would be awarded taxing rights under 
Pillar One, and coordinating the application of these new international tax rules with the 
removal of digital services taxes. For details, see TaxNewsFlash-Canada 2021-32, 
“Minimum Global Corporate Tax Rate Gains Support”. 

  
OECD/G20 Inclusive Framework agreement  
 
The statement, released on July 1, 2021, reflects high-level agreement among 130 
member countries (including Canada) on key political questions and design features of 
Pillar One and Two following a two-day meeting of the Inclusive Framework. The statement 
differs in important respects from the Pillar One and Pillar Two blueprints, but also resolves 
certain key open items from the blueprints, and builds on them.  

The Inclusive Framework members that have not joined in the statement include Barbados, 
Estonia, Hungary, Ireland, Kenya, Nigeria, Peru, St. Vincent and the Grenadines, and Sri 
Lanka. Several of these members (including Ireland and Hungary) had expressed concerns 
in the weeks leading up to the Inclusive Framework meeting. 

For further details and observations on the OECD/G20 Inclusive Framework agreement, 
see a recent alert from KPMG’s U.S. member firm, “OECD/G20 Inclusive Framework 
agreement on BEPS 2.0”. 
 

KPMG observations 
With an expected implementation date of 2023 for these tax changes under Pillar One, it 
appears that Canada’s digital services tax (DST) could still be implemented for 2022. 
Canada previously announced a new 3% DST in the 2021 federal budget, which would 
apply to certain revenue streams of certain large businesses, effective January 1, 2022. 
Finance said that this temporary measure will apply until an acceptable multilateral 
approach comes into effect. Canada has not yet introduced legislation for these 
changes, and the public consultation on these measures just recently closed on June 18, 
2021.  For details, see TaxNewsFlash-Canada 2021-21, “2021 Federal Budget 
Highlights”. 

 
 
 
 

https://assets.kpmg/content/dam/kpmg/ca/pdf/tnf/2020/ca-digital-economy-oecd-releases-taxation-blueprints.pdf
https://assets.kpmg/content/dam/kpmg/ca/pdf/tnf/2021/ca-minimum-global-corporate-tax-rate-gains-support.pdf
https://home.kpmg/us/en/home/insights/2021/07/tnf-kpmg-report-oecd-g20-inclusive-framework-agreement-beps.html
https://home.kpmg/us/en/home/insights/2021/07/tnf-kpmg-report-oecd-g20-inclusive-framework-agreement-beps.html
https://assets.kpmg/content/dam/kpmg/ca/pdf/tnf/2021/ca-2021-federal-budget-highlights.pdf
https://assets.kpmg/content/dam/kpmg/ca/pdf/tnf/2021/ca-2021-federal-budget-highlights.pdf
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We can help 
 
Your KPMG adviser can help you assess the effect of the OECD’s proposals on your 
business and provide guidance on how this might impact you going forward.  
 
For more information, contact your KPMG adviser, or one of the following tax 
professionals: 
 
Penny Woolford 
National Leader International Corporate Tax 
T: 416-777-8906 
E: pennywoolford@kpmg.ca 
 

Demet Tepe 
National Leader Transfer Pricing 
T: 514-840-5767 
E: dtepe@kpmg.ca 

Walter Sisti 
National Leader Indirect Tax 
T: 416-777-3920  
E: wsisti@kpmg.ca 
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