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Submission from Tax Justice Aotearoa 

OECD Pillar Two: GloBE rules for New Zealand – an officials’ issues paper 

 

Introduction 

Tax Justice Aotearoa New Zealand (TJA) is a non-government organisation. We work to create a 

world where fair and progressive tax policies support everyone and work in the long-term interests 

of people and the planet. Founded in August 2018 and linked with the global Tax Justice Network, 

TJA provides analysis, ideas and information for an informed dialogue on how fair taxation builds 

societies where all can flourish. 

We are interested in the possible application of the OECD Pillar Two GloBE rules in New Zealand 

because action is required to progress fairness and effectiveness in international tax. We endorse a 

multilateral approach to issues relating to global tax and consider that multinational entities should 

pay an appropriate level of tax on their income as a matter of course, international equity, and 

adequate revenue provision.  

We note some caveats to the content of our submission. We support the general view among 

international tax justice organisations which would prefer a more thorough and effective approach to 

reforming international tax principles than that developed by the OECD. Both Pillar One and Pillar 

Two are partial steps which, to a significant extent, continue mistaken directions of the past (such as 

the continuing use of the arms-length concept). We are concerned that the OECD proposals 

represent in general terms perspectives of the more developed countries, despite comparatively 

recent attempts to include a wider range of viewpoints. We are keen to see ideas of a United 

Nations Tax Convention progress. This is not the direction taken in these proposals. 

Nevertheless, the present OECD proposals are those up for discussion right now; they are 

important, and as an organisation focused on tax justice in Aotearoa we wish to comment on them.  

We do not intend to review the relatively technical details of all aspects of the proposals. This 

submission goes through the questions in the order outlined but does not respond to all.  

 

Main points 

Our main points are:  

1. We advocate transparency in all aspects of taxation 

2. We endorse a multilateral approach to global taxation 

3. We endorse a minimum corporate tax, but do not agree with the proposed level  

4. We agree that New Zealand should implement the Model Rules in legislation 

5. We note that those individual countries which adopt the application of the Model Rules may 

‘go beyond’ the minima outlined in the Model Rules in some respects. We recommend that 

New Zealand does so in respect of: 

a. The threshold for MNEs to be considered ‘in scope’ 

b. The minimum 15% corporate tax rate. 
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Responses to specific questions 

Chapter 3: Yes, New Zealand should adopt the GloBE rules. 

While we have no comments on what a critical mass of countries would be, ideally of course it 

would be all or nearly all the 130 states which endorsed the October Statement in 2021. Even if, 

however, this number is not reached, New Zealand as an international citizen should adopt the 

rules.  

Chapter 4 (p 25): We consider that New Zealand should develop a domestic threshold for applying  

the IIR to MNEs headquartered in NZ alternative to that proposed (the level proposed is those 

MNEs meeting the threshold of 750 million euros). Hence, we do not agree with the first question.  

All MNEs should, as global citizens, be responsible for paying fair taxation, not simply the very big 

ones. Hence the proposed rules should apply to all MNEs which have a New Zealand subsidiary - 

with no threshold, domestic or otherwise. 

In relation to ‘excluded entities’ (discussed in 4.19 onwards), we consider that the exclusions 

suggested may be open to abuse, for example, the rather broad category of ‘international 

organisations’.  

Chapter 6: While we have no comments on the question asked on p 44, we wish to comment on the 

proposed level of the ‘top-up tax/minimum rate’ – this is not discussed in this or any other chapter. 

We realise that the international agreement in October 2021 related to a minimum rate of 15%. But 

our position, similar to other tax reform groups, is that a 15% rate is wholly inadequate. As ICRICT 

said in commenting on a slightly earlier version of the OECD proposals: 

… the minimum effective tax rate should be set at a minimum of 25%, which is the weighted 

average rate globally. This recognises that in most tax systems, depreciation, investment 

allowances and other measures allow a normal return on capital, and most corporate profit is 

rent. This is especially the case for large MNEs, which benefit from the economies of scale 

and scope and other advantages resulting from globalised markets. The highly digitalised 

companies that currently dominate our lives and have continued to reap enormous profits 

even during the pandemic are only the most prominent examples.1 

We note that the decision to adopt a 15% rate ignored the views of many developing countries. 

Oxfam has called the deal ‘unfair and unambitious’, and argues that the rate will ‘become even 

lower because of significant exemptions’.2 

A higher tax rate in New Zealand would also be more consistent with the domestic tax rate. We 

consider and recommend that New Zealand in implementing the Model Rules in our legislation 

should fix the ‘top-up rate’ at no less than our existing corporate rate of 28%. 

Chapter 8: In relation to the questions on p 56, we understand the need for transitional timelines. 

We consider that the maximum period for full implementation should be no more than 5 years, 

rather than 10. 

Chapter 10: In relation to the questions on p 63: we consider that an ‘incorporation by reference’ 

approach should be used as the method to implement Pillar Two in our domestic legislation. The 

‘partially ambulatory’ approach sounds reasonable; and we also agree with the ‘negative-update’ 

                                                           
1 ICRICT response to the OECD Consultation on the Pillar One and Pillar Two Blueprints, 13 December 2020 
https://static1.squarespace.com/static/5a0c602bf43b5594845abb81/t/5fda47118edfa347ac155555/1608140561687/I
CRICT+DECEMBER+2020+OECD+SUBMISSION+13+12+2020+SUBMITTED.pdf 
 
2 https://www.oxfam.org/en/press-releases/oxfam-reaction-european-commission-proposals-corporate-tax-are-far-
cry-fair 
 

https://static1.squarespace.com/static/5a0c602bf43b5594845abb81/t/5fda47118edfa347ac155555/1608140561687/ICRICT+DECEMBER+2020+OECD+SUBMISSION+13+12+2020+SUBMITTED.pdf
https://static1.squarespace.com/static/5a0c602bf43b5594845abb81/t/5fda47118edfa347ac155555/1608140561687/ICRICT+DECEMBER+2020+OECD+SUBMISSION+13+12+2020+SUBMITTED.pdf
https://www.oxfam.org/en/press-releases/oxfam-reaction-european-commission-proposals-corporate-tax-are-far-cry-fair
https://www.oxfam.org/en/press-releases/oxfam-reaction-european-commission-proposals-corporate-tax-are-far-cry-fair
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approach. We note that some of the language used in the Model Rules may be unfamiliar in the 

New Zealand context, and that explanatory guidelines and interpretation will be essential.  

Chapter 11: While we do not have a strong view on the relatively technical issue of how the UTPR 

should be implemented in New Zealand, we favour Option 2: that is, the separate tax liability 

approach for the reason outlined on p 66. 

Chapter 12: In relation to the questions on p 72, we broadly agree that treating GloBE as a separate 

tax type is appropriate. Certainly, reporting information should be standardised. We consider that 

the level of monetary penalty for late or non-electronic filing be consistent with other penalties 

imposed by New Zealand tax authorities.  

Chapter 13: We agree (p 74) that tax paid in New Zealand under the GloBE rules should not give 

rise to an imputation credit. 

Chapter 14:  The idea of a domestic minimum tax in New Zealand, instead of the OECD minimum 

corporate tax rate, has pros and cons. It could provide some remedy for our unfortunate lack of a 

capital gains tax. On balance, however, and given our commitment to a multilateral approach, we do 

not support the domestic minimum approach.  

Chapter 15: With reference to p 78, we agree that GloBE tax imposed by other countries should not 

give rise to a tax credit or tax deduction in NZ, for the reasons set out in 15.3. 

 

Further issues 

We suggest that further research be undertaken and information provided on several issues before 

decisions are finalised. These should include:  

1. Analysis of the implications of the new rules for developing countries, in particular, those 

states with which we have special relationships such as Pacific nations; 

2. Analysis of the implications of the new rules for corporate behaviour in New Zealand.  

 

Summary 

We commend any attempt to make fairer rules relating to international tax and wish to be involved in 

future discussions on this and related issues. 

We are concerned about any possible attempts to further dilute the application of the proposals in 

New Zealand. 

We are happy to respond to further queries about aspects of our submission. Thank you for this 

opportunity. 
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