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Certain large multinationals may want to review KPMG’s analysis on the model global 
minimum tax rules released by the Organization for Economic Cooperation and 
Development (OECD), that now addresses new commentary released on March 14, 2022. 
The OECD’s commentary provides detailed and comprehensive technical guidance and 
examples on the proposed Pillar Two rules to address the tax challenges from digitalization 
and globalization of the economy.  

Large multinational companies should consider whether they may be affected by the 
OECD’s model global minimum tax rules. In particular, given that the rules are intended to 
be effective starting as early as 2023, multinationals should monitor developments related 
to these rules, including the relevant timelines and requirements of the various legislative 
and parliamentary processes to implement these rules in different jurisdictions.  

Background 
The OECD/G20 Inclusive Framework contemplates tax proposals to address challenges 
of tax and the digitalization of the economy under two specific “pillars”.  

Pillar One focuses on the allocation of taxing rights, including nexus issues. MNEs with 
global revenue above €20 billion and profit before tax above 10% of revenue will be 
covered by the new rules under this Pillar, according to the OECD, with 25% of profit 
above the 10% threshold to be reallocated to market jurisdictions. The OECD launched 
public consultations on aspects of Pillar One in February 2022 with additional 
consultations scheduled throughout 2022. 
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Pillar Two focuses on ensuring certain MNEs pay a minimum rate of tax. As part of this 
pillar, the OECD/G20 Inclusive Framework released model global minimum tax rules in 
December 2021. The release of the model rules followed the agreement of over 135 
countries, including Canada, on several key aspects of the two-pillar framework, in a 
statement on October 8, 2021. Under these rules, MNEs with revenue above €750 
million will be subject to a minimum 15% tax rate under Pillar Two. The OECD released 
almost 300 pages of commentary and examples on the model rules, on March 14, 2022. 

For details, see TaxNewsFlash-Canada 2022-12, “OECD Offers Guidance on Global 
Minimum Tax Rules”, TaxNewsFlash-Canada 2021-63, “OECD Releases Model Global 
Minimum Tax Rules” and TaxNewsFlash-Canada 2021-48, “OECD Clarifies Global 
Minimum Tax Plan for 2023”. 

 
KPMG’s Pillar Two analysis 
 
The OECD’s new Pillar Two commentary includes technical guidance on the operation and 
intended outcomes under the model “global anti-base erosion” (GloBE) rules. The KPMG 
analysis, which has now been updated to reflect this commentary, addresses the following 
issues related to Pillar Two:  

• Scope of the Global Minimum Tax 

• Income Inclusion Rule (IIR) 

• Undertaxed payment rule (UTPR) 

• Covered taxes 

• Effective Tax Rate — Normal & special cases  

• Substance-based Income Exclusion  

• Investment funds  

• Administration  

• Implementation process and timeline 

• Ten points on what tax leaders need to do  

• Additional resources 

In addition to this analysis, KPMG has also prepared an article that outlines the Top 20 
questions and answers on new GloBE Model Rules Commentary.  

https://assets.kpmg/content/dam/kpmg/ca/pdf/tnf/2022/ca-oecd-offers-guidance-on-global-minimum-tax-rules.pdf
https://assets.kpmg/content/dam/kpmg/ca/pdf/tnf/2022/ca-oecd-offers-guidance-on-global-minimum-tax-rules.pdf
https://assets.kpmg/content/dam/kpmg/ca/pdf/tnf/2021/ca-oecd-releases-model-global-minimum-tax-rules.pdf
https://assets.kpmg/content/dam/kpmg/ca/pdf/tnf/2021/ca-oecd-releases-model-global-minimum-tax-rules.pdf
https://assets.kpmg/content/dam/kpmg/ca/pdf/tnf/2021/ca-oecd-clarifies-global-minimum-tax-plan-for-2023v2.pdf
https://assets.kpmg/content/dam/kpmg/ca/pdf/tnf/2021/ca-oecd-clarifies-global-minimum-tax-plan-for-2023v2.pdf
https://home.kpmg/xx/en/home/insights/2022/03/top-20-questions-and-answers-on-new-globe-model-rules-commentary.html
https://home.kpmg/xx/en/home/insights/2022/03/top-20-questions-and-answers-on-new-globe-model-rules-commentary.html
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For further details, see a KPMG International analysis, “Inclusive Framework BEPS 
Agreement – 14 March 2022”.  

KPMG observation 
The commentary provides further details on certain aspects of the Pillar Two rules that 
may affect Canadian multinationals and subsidiaries of multinational groups.  

For example, the commentary clarifies that Pillar One tax will be included in covered 
taxes for Pillar Two purposes, while digital services taxes will not (for more on Canada’s 
proposed digital services taxes see TaxNewsFlash-Canada 2021-64, “Canada Lays Out 
Digital Tax Proposals for Businesses”). The commentary further clarifies that jurisdictions 
can extend the operation of the IIR to domestic entities (as also reflected in the draft EU 
Pillar Two directive). As a result, Canada may consider this change when enacting Pillar 
Two into domestic law.  

In addition, the OECD has opened a public consultation on the implementation 
framework (i.e., administrative, compliance and co-ordination issues) with written 
comments requested by April 11, 2022. Canadian multinationals should monitor and 
engage on any pertinent issues that are raised as part of this process.  

 
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: 

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 
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