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On the Attribution and Distribution Requirements on Taxes and Its
Underlying Logic in the GloBE Rules

ZHAQO Zhou ZHAO Hanjun

Abstract: In order to curb the more prominent problem of tax base erosion and profit shifting
in the context of digital economy, strictly restrict and regulate the “tax race to the bottom” among
various jurisdictions, the OECD has led the formulation of the “Global Anti-base Erosion” Rules
(GloBE Rules) in recent years. By analyzing and constructing the dual structured objectives and
functional orientation of GloBE rules, the paper provides the most underlying logical framework
and guidance for designing and improving the effective tax rate (ETR) measurement rules. In order
to properly determine the “covered taxes” as the numerator for the calculation of ETR, it is first
necessary to solve the problem of the blending average of various taxes borne by multinational
groups. After comparative analysis, it is confirmed that the blending average at the jurisdiction
level can inclusively achieve the dual purposes and functions of GloBE Rules. For the imputed
allocation of covered taxes to GloBE income, it follows the basic underlying logic of “anchoring
the same income and to which global tax should be attributed”. In the legislative model rules, the
rule of “dividend and similar equity gain or loss adjustment exclusion” and the rule of “adjustment
distribution of tax across jurisdictions” are formed, which contain underlying logic of multiple
level. In addition, the legislative model sets “precise targeting” tax adjustment requirement, the
underlying logic of which is to more strictly regulate harmful tax competition. According to these
underlying logics, the relevant rule design needs to be further adjusted and perfected.

Keywords: GloBE Rules; Effective Tax Rate; Covered Taxes
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