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interpretation and the operation of the rules. The Inclusive Framework has provided interpretive
guidance to ensure consistent and common interpretation of the GloBE Rules, provide certainty for
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31) To the extent that tax has been paid with respect to a distribution from a non-Constituent Entity
which is not included in the Parent Entity’s GloBE Income, that amount is not included in the
Adjusted Covered Taxes of the Main Entity/Parent Entity. To the extent that the cross—crediting
allocation mechanism allocates tax to non-GloBE Entities (i.e. Entities that are not Constituent
Entities, Joint Ventures or JV Subsidiaries) in which it has a direct or indirect Ownership Interest,
that amount of tax must be allocated to such non-GloBE Entities to ensure that such tax is properly
excluded from the Adjusted Covered Taxes of the Constituent Entities, Joint Ventures or JV
Subsidiaries of the MNE Group for GloBE purposes where the distribution is not included in the
GloBE Income or Loss of the Main Entity/Parent Entity. Tax allocable to non-Constituent Entities
will not be excluded from the Adjusted Covered Taxes of the Main Entity/Parent Entity if the
distribution is included in the Main Entity/Parent Entity’s GloBE Income or Loss (for example, if the
Main Entity/Parent Entity has a Short-term Portfolio Shareholding in the distributing Entity). OECD
A2 %, 2024.6.

32) To the extent a Constituent Entity is subject to a Blended CFC Tax Regime with respect to the
income of non-ConstituentGloBE Entities (i.e. Entities that are not Constituent Entities, Joint Ventures
or JV Subsidiaries) is subject to the Blended CFC Tax Regime in which it has a direct or indirect
Ownership Interest, an amount of CFC tax imposed under the Blended CFC Tax Regime must be
allocated to such nonConstituentGloBE Entities to ensure such tax is properly excluded from the
Adjusted Covered Taxes of the Constituent Entities, Joint Ventures or JV Subsidiaries of the MNE
Group for GloBE purposes .OECD 3 A3, 2023.12.
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A (foreign tax credit)® 1A=+ 45
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(A=) A8 A= WE FZF) Cross—crediting regime A cross—crediting regime applies in
a territory if, under the laws of that territory: taxes paid with respect to one source of
income arising in another territory give rise to foreign tax credits, and those foreign tax
credits can be used against another source of income arising in a third territory)
MTT25520 - Calculating the effective tax rate: Covered tax balance: Allocation of current
taxes under cross-crediting regime, HMRC internal manual ultinational Top-up Tax and
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38) Income and tax computations generally need to mirror the GloBE Rules to ensure functional
equivalence. Customization of a QDMTT is permissible, however, in two situations. First, it is
permissible to make the QDMTT more restrictive than the GloBE Rules where the tighter restriction
is_consistent with local tax rules. 10. Definintions, 118.20, OECD Commentrary 2025.5.
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For purposes of computing the ETR, a QDMTT shall exclude Covered Tax expense of: (i) a
Constituent Entity—owner under a CFC Tax Regime that is allocable to a domestic Constituent Entity
under Article 4.3.2(c) of the GloBE Rules; (i) a Main Entity that is allocable under Article 4.3.2(a) to
a Permanent Establishment located in the jurisdiction; (iii) a Constituent Entity-owner on income of a
Hybrid Entity or a Reverse Hybrid Entity that is allocable under Article 4.3.2(d) to a Hybrid Entity or
a Reverse Hybrid Entity that is either located in the jurisdiction or is included in the scope of the
QDMTT because the QDMTT applies to stateless Flow-through Entities created in the QDMTT
jurisdiction; and (iv) a Constituent Entityowner (e.g. net basis taxes), other than a withholding tax
imposed by the QDMTT jurisdiction, that is allocable to a distributing Constituent Entity located in
the jurisdiction under Article 4.3.2 (e). 10. Definintions, 118.30, OECD Commentrary 2025.5. . 7|
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53) Stateless Constituent Entities are subject to a stand-alone ETR and Top-up Tax computation for
GloBE purposes. A QDMTT does not need to apply to Stateless Constituent Entities to be
functionally equivalent to the GloBE Rules. In the case of Flow-through Entities that are Stateless
Constituent Entities, however, jurisdictions are free to impose the QDMTT on these Entities when
they are created under the domestic law of the jurisdiction. In the case of Permanent Establishments
that are Stateless Constituent Entities, jurisdictions are free to impose the QDMTT on these Entities
provided that the place of business (or deemed place of business) is located therein and either there
is no tax treaty applicable or there is an applicable tax treaty and the jurisdiction where the place of
business (or deemed place of business) is located has the right to tax in accordance with such
treaty. 10. Definintions, 118.8.1 OECD Commentrary 2025.5.
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(treated)3Ft}= FAHS 5311 93, In both cases, these Entities shall be subject to separate ETR and
Top-up Tax calculations and shall still be treated as Stateless Constituent Entities for GloBE and
QDMTT purposes, regardless of whether they are subject to a QDMTT charge. 10. Definintions,
118.8.1 OECD Commentrary 2025.5.
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62) Income and tax computations generally need to mirror the GIloBE Rules to ensure functional
equivalence. Customization of a QDMTT 1is permissible, however, in two situations. First, it is
permissible to make the QDMTT more restrictive than the GloBE Rules where the tighter restriction
is_consistent with local tax rules. 10. Definintions, 118.20, OECD Commentrary 2025.5.
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64) The tax must be implemented and administered in a way that is consistent with the outcomes
provided for under the GloBE Rules and their Commentary, including the prohibition against the
implementing jurisdiction providing any collateral or other benefits that are related to such domestic
tax as discussed further in the Commentary to the definition of a Qualified IIR, 10. Definintions, 116,
OECD Commentrary 2025.5.
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68) The charging provisions in Chapter 2 are not suited to a QDMTT because the IIR and UTPR
primarily apply with respect to the income of foreign Constituent Entities. In contrast, a QDMTT applies
exclusively with respect to domestic Constituent Entities 118.9, OECD Commentrary 2025.5.
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69) In order to produce functionally equivalent outcomes, a QDMTT must apply with respect to the
Constituent Entities of an MNE Group that are located in the jurisdiction as determined under the
GloBE Rules. This means that:

a. the definition of Ultimate Parent Entity, MNE Group, and Constituent Entity in the QDMTT need to
correspond with the definitions in the GloBE Rules; and

d. the QDMTT must compute the tax liability for the jurisdiction by taking into account the income
and covered taxes of Constituent Entities that are located in the jurisdiction as determined under the

GIoBE Rules.118.3, OECD Commentrary 2025.5.
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73) A QDMTT is not required to have a de minimis exclusion pursuant to 5.5 in order to be considered
functionally equivalent to the GIloBE rules. However, if the QDMTT provides for a de minimis
exclusion, it shall be based on the Average Revenue and Average Income or Loss, and the relevant
thresholds can be equal or lower than the ones provided for under Article 5.5.1. The election shall be
an Annual Election.118.39, OECD Commentrary 2025.5.
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77) Jurisdictions may choose to implement rules that apply their QDMTT only to Groups where all of
the Constituent Entities located in that jurisdiction are 100% owned by the UPE or a POPE for the
entire Fiscal Year. Jurisdictions that limit the application of their QDMTT to MNE Groups where all
the Constituent Entities located in the jurisdiction are 100% owned by the UPE or POPE for the
entire Fiscal Year shall similarly not apply their QDMTT to Joint Ventures, JV Subsidiaries and
Minority-Owned Constituent Entities located in the jurisdiction. 118.10, OECD Commentrary 2025.5.

78) Thus, in order to be functionally equivalent, a QDMTT must determine a separate ETR and Top-up
Tax amount for MOCEs. 118.6, OECD Commentrary 2025.5.
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82) Jurisdictions may choose to implement rules that apply their QDMTT only to Groups where all of
the Constituent Entities located in that jurisdiction are 100% owned by the UPE or a POPE for the
entire Fiscal Year. Jurisdictions that limit the application of their QDMTT to MNE Groups where all
the Constituent Entities located in the jurisdiction are 100% owned by the UPE or POPE for the
entire Fiscal Year shall similarly not apply their QDMTT to Joint Ventures, JV Subsidiaries and
Minority-Owned Constituent Entities located in the jurisdiction. 118.10, OECD Commentrary 2025.5.

As the results of these computations may be different from the results of a blended ETR and Top-up
Tax computation, a QDMTT must also determine a separate ETR and Top-up Tax amount for Joint
Ventures and JV Subsidiaries located in the jurisdiction in order to be functionally equivalent to the
GloBE Rules. 118.7, OECD Commentrary 2025.5.
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90) Investment Entities and Insurance Investment Entities are often tax neutral and their income is
subject to a single level of taxation in the hands of their shareholders. A QDMTT may exclude
Investment Entities or Insurance Investment Entities from its scope (.e., it could be limited to other
Constituent Entities located in the jurisdiction). In this case, the income of such Investment Entities
and Insurance Investment Entities would remain subject to Top-up Tax under the IIR or UTPR if
their ETR is below the Minimum Rate. 118.40.4, OECD Commentrary 2025.5.

91) A QDMTT that applies to Investment Entities and Insurance Investment Entities must compute the
ETR and Top-up Tax pursuant to Article 7.4 in the same manner as the GloBE rules, except taxes
that would be allocated to the Entity pursuant to Article 4.3.2(c) and (d) are not taken into account in
the ETR computation. Liability for the QDMTT tax charge can be allocated to any Constituent Entity
pursuant to paragraph 118.12. The liability for any QDMTT Top-up Tax determined under Article 7.4
should generally be allocated to another Constituent Entity (if any) that is located in the jurisdiction
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to preserve the tax neutrality of Investment Entities or Insurance Investment Entities.118.40.5, OECD
Commentrary 2025.5.
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95) In general, the QDMTT is designed to impose Top-up Tax where there would otherwise be a
Topup Tax liability under the GloBE Rules. Consistent with that design principle, a QDMTT should
also _contain safe harbours that align with the safe harbours agreed under the GloBE Rules, including
the transitional safe harbours. 118.45, OECD Commentrary 2025.5.
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98) Transition Period covers all of the Fiscal Years beginning on or before 31/12/2026 but not including
a Fiscal Year that ends after 30/6/2028. Box 1.1. Transitional CbCR Safe Harbou, OECD Commentrary
2025.5.
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99) Transition Period means the Fiscal Years which run no longer than 12 months that begin on or
before 31 December 2025 and end before 31 December 2026. Box 4.1. Transitional UTPR Safe
Harbour, OECD Commentrary 2025.5.
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101) This means that for most MNE Groups, the Transition Period will provide three Fiscal Years of
compliance relief for the IIR and two Fiscal Years of compliance relief for the UTPR. The safe
harbour would only apply during the Transitional Period (i.e., beginning on or before 31/12/2026 but
not including a Fiscal Year that ends after 30/6/2028). At the end of the Transition Period, the safe
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harbour would expire and no longer be available. 24, 1. Transitional CbCR Safe Harbour OECD

Commentrary 2025.5.
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106) Article 9.1.1 sets out a general rule that an MNE Group must carry its existing deferred
taxattributes into the GloBE Rules with certain adjustments, such as a recast at the Minimum Rate.
These tax attributes will generally reverse in future years in which the MNE Group is subject to
the GloBE Rules and may result in increases or decreases to Adjusted Covered Taxes. Because
Adjusted Covered Taxes are key component of the GloBE ETR computation, it is essential that the
deferred tax starting point for a QDMTT mirror that of the GloBE Rules, 118.48.OECD Commentrary
20255.
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