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International review for October 

Speed read 
It has been a fairly quiet month on the domestic tax front (UK aside), 
so this update focuses on the OECD which has had a busy Autumn.  
Its report on tax incentives and the global minimum tax is designed 
to assist governments review the complicated issue of tax incentives  
in a post-Pillar Two world. It has also published a tax transparency 
framework for cryptoassets, designed to enhance visibility over  
these opaque instruments. Te OECD/G20 Inclusive Framework 
on BEPS issued its sixth annual progress report, reminding us that  
Pillars One and Two are part of a larger package of international tax 
reforms which jurisdictions are still to implement. Te OECD has  
launched yet another Pillar One public consultation, this time on the 
administration and tax certainty aspects of Amount A. Te OECD  
hasn’t forgotten about the importance of the net zero transition and 
looks at pricing greenhouse gas emissions in a new report. Finally,  
the EU has updated its list of non-cooperative jurisdictions.  
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It has been a quiet month on the domestic tax front (aside  
from the UK, of course). Tis month’s update is therefore 

somewhat of an ‘OECD special’. With all of the publicity  
generated by Pillar’s One and Two, it would be easy to 
forget that these are components of a broader package  
of international tax reforms that countries are trying to 
implement. On 6 and 7 October 2022, delegates to the  
Inclusive Framework (IF) met in person for the frst time in 
three years to take stock of progress made in international tax  
reform to date. Tese developments are neatly packaged in 
the  OECD secretary-general tax report to G20 fnance ministers  
and central bank governors. Unsurprisingly, progress on the 
two-pillar solution features prominently in the update. As I  
have closely followed these developments throughout 2022, 
this month’s edition primarily focuses on the updates provided  
in other areas. 

OECD: report on incentives and the global minimum tax 
On 6 October 2022 the OECD released Tax incentives and  
the global minimum tax: reconsidering tax incentives afer  
the GloBE rules. Tis report, prepared at the request of the 
Indonesian G20 presidency, provides food for thought for  
countries as they review the efectiveness of national tax 
incentives in a post-Pillar Two environment.  

Te anti-global base erosion (GloBE) rules under Pillar 
Two efectively clawback the benefts ofered by certain  
national tax incentives. Tis was a deliberate policy decision 
by the OECD to eliminate what it views as ‘wasteful and  
inefective’ tax incentives that have been used by countries to 
reduce efective corporate tax rates in a ‘race to the bottom’. 

Te OECD considers that the design of the GloBE rules 
provides an opportunity for jurisdictions to engage in tax  
incentive reform to make their incentive mix more efective  

in attracting real investments, while discouraging the use of  
incentives that serve only to provide windfall gains to MNEs 
through very low levels of taxation.  

However, analysing the impact of the GloBE rules on tax 
incentives is a complex issue and depends on the design of the  
incentive, on the jurisdiction and on the circumstances of the 
afected MNE, including the specifcs of the operations it has  
in a jurisdiction. Tis is yet another layer of complexity facing 
jurisdictions as they seek to implement Pillar Two within an 
ambitious timetable. Tis will be felt keenly by developing  
countries who have historically relied on tax breaks and 
incentives to attract much needed investment. Developed  
countries are not immune to the issue: tax incentives are a  
key policy tool for governments as they seek to encourage  
investment and boost growth in local economies.  

In recognition of this challenge, the report provides an  
efective tax rate (ETR) framework to support territories as 
they undertake the granular analysis required to understand  
the jurisdiction-specifc impact of the GloBE rules on tax 
incentives and to inform the appropriate policy responses. In  
addition to the framework set out in the report, the OECD 
has also launched a programme of technical assistance for  
developing jurisdictions to help them address tax reform and 
implementation of the GloBE rules.  

In the immediate term, the report encourages jurisdictions 
to consider the introduction of a qualifed domestic  
minimum top-up tax (QDMT), which would ensure that 
jurisdictions can tax low-taxed income arising domestically  
before that income is subject to top-up taxes imposed by 
other jurisdictions. Te impact of introducing a QDMT on  
competitiveness should be limited, as the income would 
otherwise be taxed by other jurisdictions under the GloBE  
rules. In other words, a QDMT can provide a safety net 
to ensure that domestic tax revenues aren’t lost to other  
territories by virtue of poorly designed national incentive  
regimes. Tis could buy countries some much needed time to 
properly assess and reform their current incentive structures –  
but the report suggests it is not a substitute for doing so.

Te report is aimed at IF jurisdictions, but of course  
businesses also need to  review the impact of their existing 
tax incentive claims as part of GloBE impact assessments.  
Just as important will be designing an internal framework 
to manage future incentive claims. Tese are ofen initiated  
outside the tax department, and unless there are processes 
and controls in place to consider the GloBE implications of  
prospective claims, businesses could face unintended Pillar 
Two consequences. 

OECD: tax transparency framework for cryptoassets,  
proposed amendments to CRS 
On 10 October 2022 the OECD published a Crypto-asset  
reporting framework, which includes proposed amendments  
to the common reporting standard (CRS) for the automatic 
exchange of fnancial account information among countries.  
Te release follows the OECD’s public consultation on the 
proposed framework in March 2022.  

Te CRS was designed to promote tax transparency with 
respect to fnancial accounts held abroad. Since its adoption  
in 2014, there has been a rise in the use of cryptoassets, 
which can be transferred and held without interacting with  
traditional fnancial intermediaries and without any central 
administrator having full visibility on either the transactions  
carried out, or the location of cryptoasset holdings. Te crypto 
market has also given rise to new intermediaries and service  
providers, such as crypto exchanges and wallet providers, 
many of which currently remain unregulated. 

Tese developments mean that cryptoassets and related  
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transactions are not comprehensively covered by CRS, 
increasing the likelihood of their use for tax evasion while 
undermining the progress made in tax transparency through  
the adoption of the CRS.

To address this issue, the framework will ensure  
transparency with respect to cryptoasset transactions, 
through automatically exchanging such information with the  
jurisdictions of residence of taxpayers on an annual basis, in a 
standardised manner similar to the CRS. 

Te framework contains model rules that can be  
transposed into domestic legislation, and commentary to  
help jurisdictions as they implement the rules. In the coming 
months, the OECD will progress work on the legal and  
operational instruments to facilitate the international exchange
of information collected on that basis of the Framework, and  
to ensure its efective and widespread implementation. 

Te OECD has also proposed a set of further  
amendments to the CRS, intended to modernise its scope to 
comprehensively cover digital fnancial products.  

Work is ongoing to develop implementation packages for 
both the framework and the amended CRS, and coordinated  
timelines for both these packages will be agreed in due course.  

OECD/G20: Inclusive Framework on BEPS – progress  
report  
On 4 October 2022, the OECD/G20 IF on BEPS published its 
sixth annual progress report. Te progress report summarises 
developments in Pillars One and Two in the past year, but  
also provides comment on some of the other BEPS Actions 
including the BEPS minimum standards covering harmful tax  
practices, treaty abuse, country by country (CbC) reporting 
and multilateral agreement procedures and some of the other  
BEPS actions. 

Steady progress has been made in respect of the BEPS  
‘minimum standards’ (those Actions subject to peer review to 
ensure timely and accurate implementation, thus maintaining  
a level playing feld between IF members) although there is 
still much work to be done. In particular the report highlights  
the signifcant challenges that developing countries continue 
to face in meeting the CbC reporting requirements, with few  
of them currently able to receive CbC reports from abroad.

Other key areas of focus over the last year have been  
the VAT/GST aspects of BEPS Action 1 (addressing the tax 
challenges of the digital economy). Te release of the 2022  
edition of the OECD Transfer Pricing Guidelines has been a 
key development in advancing BEPS Actions 8 to 10 (transfer  
pricing guidelines and hard to value intangibles).

Although the stakes are high for governments around  
the world, addressing BEPS is of particular signifcance for 
developing countries. Tese jurisdictions tend to rely more 
heavily on corporate income tax than developed countries  
do, particularly from MNEs. In this progress report, and in 
its October 2022 update report to the Secretary General, the  
OECD outlines some of the work that it is doing to support 
developing countries as they navigate international tax reform.  
Tis includes capacity building through bilateral programmes, 
regional initiatives and the global relations programme on  
taxation. Other activities include the election of Marlene  
Nembhard-Parker of Jamaica as inaugural co-chair of the IF,  
in eforts to ensure developed and developing countries have a 
strong voice in the development of international standards.  

Te success of the BEPS initiative relies on consistent and  
coherent domestic implementation of the rules across the  
135 plus countries and jurisdictions in the IF. It is therefore 
encouraging to see capacity building and support for  
developing countries as a consistent theme in recent OECD 
activity, and one that looks set to continue. 

OECD: tax policy and climate change 
Te risks of climate change need to be contained and this 
urgently requires accelerating the transition to net zero  
greenhouse gas (GHG) emissions. Tax policy can help tackle 
climate change in a variety of ways, by providing incentives  
that encourage investment in and use of clean technologies 
(‘carrots’) or by disincentives to emitting GHGs such as carbon  
taxes (‘sticks’).

In its October 2022 update, the OECD highlighted the  
fndings of its report Pricing greenhouse gas emissions: turning 
climate targets into climate action. Tis report tracks the use  
of carbon taxes, tradeable emissions permit prices and fuel 
excise duties in 71 countries, which together account for  
approximately 80% of global GHG emissions and energy use. 
Te report fnds that signifcant advances have been made  
with the use of price instruments to encourage greenhouse 
gas emissions. Across the 71 countries 40% of greenhouse gas  
emissions were covered by carbon prices in 2021, compared to 
only 32% in 2018.  

However, recent energy price hikes have presented policy 
makers with even greater challenges in their eforts to use  
carbon pricing to reduce GHG emissions. Going forward it 
will be interesting to see if and how tax policy ‘carrots’ are  
deployed to encourage the use of low and zero carbon options 
for households and businesses.  

 

 
 

 
 

 
 

 
 

OECD: progress report on administration and tax 
certainty aspects of Amount A – public consultation 
On 6 October 2022 the OECD issued a release seeking public 
comments on a Progress report on the administration and tax 
certainty aspects of Amount A of Pillar One. Te release follows 
a similar process in July 2022, where input was requested from 
stakeholders on the Progress report on Amount A of Pillar One. 

Interested parties are invited to send their comments on 
this discussion draf no later than Friday, 11 November 2022.
Te comments provided will assist members of the IF 
completing the design of the administration and tax certainty
rules. 

EU: updates to list of non-cooperative jurisdictions 
On 4 October 2022, the Council of the European Union  
adopted conclusions on the list of non-cooperative 
jurisdictions. Te Council agreed to move Anguilla, the  
Bahamas, and Turks and Caicos Islands from Annex II (the so-
called ‘grey list’) to Annex I (the so-called ‘blacklist’).  

Following this latest revision, the EU blacklist now consists 
of the following 12 jurisdictions: American Samoa, Anguilla,  
the Bahamas, Fiji, Guam, Palau, Panama, Samoa, Trinidad and 
Tobago, Turks and Caicos Islands, the US Virgin Islands, and  
Vanuatu. 

In addition, Armenia and Eswatini were added to the  
grey list following their commitments to amend or abolish 
preferential tax regimes, while Bermuda and Tunisia were  
removed from the grey list, having fulflled their commitments 
in relation to the implementation of substance requirements  
and CbC exchange relationships, respectively. 

As a result, the EU grey list now consists of the following  
22 jurisdictions: Armenia, Barbados, Belize, Botswana, the 
British Virgin Islands, Costa Rica, Dominica, Eswatini, Hong  
Kong, Israel, Jamaica, Jordan, Malaysia, Montserrat, North 
Macedonia, Qatar, Seychelles, Tailand, Turkey, Uruguay,  
Russian Federation, and Vietnam. n 
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