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This advisory is published by Alston & Bird LLP to provide a summary of significant developments to our clients and friends.  It is intended 
to be informational and does not constitute legal advice regarding any specific situation. This material may also be considered attorney 
advertising under court rules of certain jurisdictions.

International Tax ADVISORY n
SEPTEMBER 20, 2023

Seeking Shelter in Your International Tax Safe Harbors, Even if They  
Are Temporary 

Since the release of the Pillar 2 Model Rules in December 2021, the Organisation for Economic Cooperation and 
Development (OECD) has added two transitional safe harbors that temporarily relieve certain large multinational 
corporations from Pillar 2 compliance burdens. Companies should carefully evaluate the safe harbors and identify 
steps to take before year-end to avail themselves of the safe harbor benefits. 

Background
Certain large multinational enterprises (MNEs) will be subject to Pillar 2 Global Anti-Base Erosion (GloBE) rules starting 
in 2024, marking a critical milestone in the OECD’s decade-long effort to impose a 15% global minimum corporate tax 
rate. In particular, the European Union has unanimously adopted the Pillar 2 Model Rules and required its members 
to adopt certain Pillar 2 rules into domestic law by December 31, 2023. This development will soon subject MNEs to 
a new and complex tax regime. 

Recognizing that the shift to Pillar 2 will generate significantly increased compliance burdens, the OECD developed 
two transitional safe harbors that relieve MNEs from certain taxes and compliance requirements in the initial period 
when Pillar 2 rules are being introduced in various countries: (1) Transitional Country-by-Country Report (CbCR) Safe 
Harbor; and (2) Transitional UTPR (formerly Undertaxed Payments Rule) Safe Harbor. These transitional safe harbors 
acknowledge the likelihood that the United States will not enact legislation adopting Pillar 2 until after 2024. MNEs 
should carefully evaluate any planning steps that should be taken before December 31, 2023 to take advantage of 
the safe harbors.

Transitional CbCR Safe Harbor
The Transitional CbCR Safe Harbor, introduced in December 2022, provides a short-term measure that excludes an 
MNE’s operations in certain lower-risk jurisdictions from the scope of GloBE rules in the initial years. MNEs can undertake 
certain steps now to benefit from less onerous reporting obligations. 
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The safe harbor applies when an MNE demonstrates, based on its qualifying CbCR and financial accounting data, 
that it meets any one of the three tests in the relevant jurisdiction: (1) de minimis test; (2) simplified effective tax rate 
(ETR) test; or (3) routine profits test. As a prerequisite, the MNE must “comply with the filing requirements in the GloBE 
Information Return that are specific to the Transitional CbCR Safe Harbour.”

The de minimis test is satisfied when the average GloBE revenue for a jurisdiction is less than €10 million and the 
average GloBE income is less than €1 million (or there is an average GloBE loss in that jurisdiction). The test evaluates 
only total revenue and profit before income tax of the current year as reflected in the CbCR and extends the safe 
harbor’s benefits to MNEs that have not prepared financial accounts based on standards set forth in the Model Rules 
but have switched to meet such standards.

The simplified ETR test allows the MNE to calculate a jurisdiction’s ETR by dividing that jurisdiction’s simplified covered 
taxes by its profit before income tax as reported on the MNE’s qualified CbCR. The jurisdiction’s simplified covered 
taxes are the aggregate simplified covered taxes of the constituent entities resident in that jurisdiction for CbCR 
purposes. If the ETR of the jurisdiction equals or exceeds the transition rate, then the tested jurisdiction qualifies for 
the safe harbor. If the ETR is below the transition rate, it would not qualify for the safe harbor, and the jurisdictional 
ETR is disregarded for the provisions of the GloBE rules.

Finally, the routine profits test compares a tested jurisdiction’s substance-based income exclusion (SBIE) amount 
with that jurisdiction’s profit before income tax per the MNE’s qualified CbCR. If a jurisdiction’s SBIE amount equals 
or exceeds its profit before income tax, then that jurisdiction would qualify for the safe harbor on the assumption 
that little (or no) excess profits likely arise in that jurisdiction.

Transitional UTPR Safe Harbor
The OECD’s December 2022 guidance identified the need for another transitional safe harbor relating to the qualified 
domestic minimum top-up tax (QDMTT). If an MNE’s ultimate parent entity (UPE) jurisdiction (e.g., the United States) 
does not have a QDMTT or an income inclusion rule (IIR), other countries can apply top-up taxes under the UTPR 
to reach the 15% minimum tax. Recognizing that certain countries, including the United States, will not enact tax 
legislation that complies with the QDMTT or IIR before 2025, the OECD released administrative guidance in July 2023 
that established the second transitional safe harbor, referred to as the Transitional UTPR Safe Harbor. 

Qualifying for the Transitional UTPR Safe Harbor is much simpler than the Transitional CbCR Safe Harbor. Under the 
Transitional UTPR Safe Harbor, the UTPR top-up tax amount calculated for the UPE jurisdiction shall be deemed to be 
zero for each fiscal year during the transition period if the UPE jurisdiction has a corporate income tax that applies at a 
rate of at least 20%. The nominal 20% rate test ensures that only an MNE with a UPE in a jurisdiction with a corporate 
income tax system and sufficiently high corporate income tax rate benefits from this safe harbor.

Transition Periods
The Transitional CbCR Safe Harbor will provide three fiscal years of compliance relief for fiscal years beginning on 
or before December 31, 2026 (but not including a fiscal year that ends after June 6, 2028). After that time, the safe 
harbor will expire.

The Transitional UTPR Safe Harbor offers transitional relief in the UPE jurisdiction during the first two years the GloBE 
rules are in effect. The transition period includes the fiscal years that run no longer than 12 months that begin on or 
before December 31, 2025 and end before December 31, 2026. For a calendar year taxpayer subject to Pillar 2, the safe 
harbor applies for years 2024 and 2025. This shorter transition period is intended to ensure that the safe harbor does 
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not disincentivize a jurisdiction from adopting the GloBE rules or incentivize an MNE to invert into a jurisdiction that 
has not yet adopted a QDMTT or shift profits into UPE jurisdictions with lower effective tax rates.

Conclusion
While MNEs prepare for a new regime of international tax rules and the absence of new U.S. tax legislation that 
conforms to Pillar 2, the two transitional safe harbors offer some temporary relief from the full extent of Pillar 2 
compliance. To avail themselves of temporary relief from potential compliance and tax burdens associated with Pillar 
2, MNEs should carefully evaluate the requirements of the safe harbors and implement necessary tax planning before 
December 31, 2023. After 2026, the safe harbors will expire, and MNEs will be fully immersed in the Pillar 2 regime for 
countries that have enacted their versions of the GloBE rules.

For more information, please contact Richard Slowinski at +1 202 239 3231 or Brody Klett at +1 404 881 7181.
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You can subscribe to future International Tax advisories and other Alston & Bird publications by completing our 
publications subscription form. 

If you have any questions or would like additional information, please contact your Alston & Bird attorney or any of the following:

WWW.ALSTON.COM

© ALSTON & BIRD LLP 2023

ATLANTA: One Atlantic Center n 1201 West Peachtree Street n Atlanta, Georgia, USA, 30309-3424 n +1 404 881 7000 n Fax: +1 404 881 7777
BEIJING: Hanwei Plaza West Wing n Suite 21B2 n No. 7 Guanghua Road n Chaoyang District n Beijing, 100004 CN n +86 10 85927500 

BRUSSELS: Rue Guimard 9 et Rue du Commerce 87 n 3rd Floor n 1000 Brussels n Brussels, 1000, BE n +32.2.550.3700 n Fax: +32 2 550 3719
CHARLOTTE: 1120 South Tryon Street n Suite 300 n Charlotte, North Carolina, USA 28203-6818 n +1 704 444 1000 n Fax: +1 704 444 1111
DALLAS: Chase Tower n 2200 Ross Avenue n Suite 2300 n Dallas, Texas, USA, 75201 n +1 214 922 3400 n Fax: +1 214 922 3899
FORT WORTH: Bank of America Tower n 301 Commerce n Suite 3635 n Fort Worth, Texas, USA, 76102 n +1 214 922 3400 n Fax: +1 214 922 3899
LONDON: LDN:W n 6th Floor n 3 Noble Street n London n EC2V 7DE n +44 20 8161 4000
LOS ANGELES: 333 South Hope Street n 16th Floor n Los Angeles, California, USA, 90071-3004 n +1 213 576 1000 n Fax: +1 213 576 1100
NEW YORK: 90 Park Avenue n 15th Floor n New York, New York, USA, 10016-1387 n +1 212 210 9400 n Fax: +1 212 210 9444
RALEIGH: 555 Fayetteville Street n Suite 600 n Raleigh, North Carolina, USA, 27601-3034 n +1 919 862 2200 n Fax: +1 919 862 2260
SAN FRANCISCO: 560 Mission Street n Suite 2100 n San Francisco, California, USA, 94105-0912 n +1 415 243 1000 n Fax: +1 415 243 1001
SILICON VALLEY: 755 Page Mill Road n Building C - Suite 200 n Palo Alto, California, USA 94304-1012 n +1 650 838 2000 n Fax: +1 650 838 2001
WASHINGTON, DC: The Atlantic Building n 950 F Street, NW n Washington, DC, USA, 20004-1404 n +1 202 239 3300 n Fax: +1 202 239 3333

George B. Abney 
+1 404 881 7980 
george.abney@alston.com

M. Nicole Brown 
+1 404 881 7167
nicole.brown@alston.com

Andrew B. Claytor 
+1 704 444 1081 
andrew.claytor@alston.com

James E. Croker, Jr. 
+1 202 239 3309 
jim.croker@alston.com

Jasper L. Cummings, Jr. 
+1 919 862 2302 
jack.cummings@alston.com

John Harden  
+1 404 881 7990
john.harden@alston.com

Brian D. Harvel 
+1 404 881 4491 
brian.harvel@alston.com

Raleigh Johnston
+1 214 922 3415
raleigh.johnston@alston.com 

Jacob L. Kaplan
+1 404 881 4296
jake.kaplan@alston.com

Stefanie Kavanagh 
+1 202 239 3914 
stefanie.kavanagh@alston.com

Sam K. Kaywood, Jr. 
+1 404 881 7481 
sam.kaywood@alston.com

Brody Klett
+1 404 881 7181
brody.klett@alston.com

Clay A. Littlefield 
+1 704 444 1440 
clay.littlefield@alston.com

Sarah Ma
+1 202 239 3281
sarah.ma@alston.com

Terence H. McAllister 
+1 704 444 1138 
terence.mcallister@alston.com

Ashley B. Menser  
+1 919 862 2209 
ashley.menser@alston.com

Daniel M. Reach 
+1 704 444 1272 
danny.reach@alston.com

Heather Ripley 
+1 212 210 9549 
heather.ripley@alston.com

Margaret Ward Scott
+1 404 881 7962
margaret.scott@alston.com

Richard L. Slowinski 
+1 202 239 3231 
richard.slowinski@alston.com

Carolyn E. Smith
+1 202 239 3566
carolyn.smith@alston.com 

International Tax Group
John F. Baron 
Co-Chair  
+1 704 444 1434 
john.baron@alston.com 

Scott Harty 
Co-Chair  
+1 404 881 7867 
scott.harty@alston.com

Edward Tanenbaum 
+1 212 210 9425 
edward.tanenbaum@alston.com

Shawna Tunnell 
+1 202 239 3040 
shawna.tunnell@alston.com

R. Mark Williamson
+1 404 881 7993
mark.williamson@alston.com

Joon Yoo 
+1 212 210 9452
joon.yoo@alston.com

https://www.alston.com/en/
https://www.alston.com/en/resources/subscriptions-form
https://www.alston.com/en/
https://www.alston.com/en/professionals/a/abney-george
mailto:george.abney%40alston.com?subject=
https://www.alston.com/en/professionals/b/brown-m-nicole
https://www.alston.com/en/professionals/c/claytor-andrew-b
mailto:andrew.claytor%40alston.com?subject=
https://www.alston.com/en/professionals/c/croker-james-e
mailto:jim.croker%40alston.com?subject=
https://www.alston.com/en/professionals/c/cummings-jasper-l-jack/
mailto:jack.cummings%40alston.com?subject=
https://www.alston.com/en/professionals/h/harden-john
mailto:john.harden%40alston.com?subject=
https://www.alston.com/en/professionals/h/harvel-brian-d
mailto:brian.harvel%40alston.com?subject=
https://www.alston.com/en/professionals/j/johnston-raleigh
https://www.alston.com/en/professionals/k/kaplan-jacob-l
https://www.alston.com/en/professionals/k/kavanagh-stefanie-e
mailto:stefanie.kavanagh%40alston.com?subject=
https://www.alston.com/en/professionals/k/kaywood-sam-k
mailto:sam.kaywood%40alston.com?subject=
https://www.alston.com/en/professionals/k/klett-brody
https://www.alston.com/en/professionals/l/littlefield-clay-a
mailto:clay.littlefield%40alston.com?subject=
https://www.alston.com/en/professionals/m/ma-sarah
mailto:sarah.ma%40alston.com?subject=
https://www.alston.com/en/professionals/m/mcallister-terence-h
mailto:terence.mcallister%40alston.com?subject=
https://www.alston.com/en/professionals/m/menser-ashley-b/
mailto:ashley.menser%40alston.com?subject=
https://www.alston.com/en/professionals/r/reach-daniel-m
mailto:danny.reach%40alston.com?subject=
https://www.alston.com/en/professionals/r/ripley-heather
mailto:heather.ripley%40alston.com?subject=
https://www.alston.com/en/professionals/s/scott-margaret-ward
https://www.alston.com/en/professionals/s/slowinski-richard
mailto:richard.slowinski%40alston.com?subject=
https://www.alston.com/en/professionals/s/smith-carolyn-e
https://www.alston.com/en/professionals/b/baron-john-f/
mailto:john.baron%40alston.com?subject=
https://www.alston.com/en/professionals/h/harty-scott-a
mailto:scott.harty%40alston.com?subject=
https://www.alston.com/en/professionals/t/tanenbaum-edward
mailto:edward.tanenbaum%40alston.com?subject=
https://www.alston.com/en/professionals/t/tunnell-shawna
mailto:shawna.tunnell%40alston.com?subject=
https://www.alston.com/en/professionals/w/williamson-mark
https://www.alston.com/en/professionals/y/yoo-joon
mailto:joon.yoo%40alston.com?subject=

