
I nternational  T a x Po licy

The New Pillar 2
Side-by-Side Framework

Effective Date

January 2026

Scope

Global MNEs



F ramework O vervi ew

Executive Overview
The New Framework at a Glance

Effective Date

1 January 2026

Core Purpose

A Side-by-Side (SbS) System

operate alongside 

Three Key Outcomes

01 Simplifications 02 Extended Treatment 03 US MNE Carve-Out

carves out US MNEs 



Co r e F r a mework

Qualified SbS & UPE Regimes
The Dual-System Design

Qualified SbS Regime
United States Recognised

IIR 

and UTPR may not apply 

Domestic System Worldwide System

All-or-Nothing Application: If elected by the UPE, applies to all Constituent Entities including Stateless Entities, MOCEs, POPEs, and Joint 
Ventures.

Qualified UPE Regime

UTPR is deemed to be zero 

Qualification Criteria

no jurisdiction

Note: GloBE Information Return (GIR) still 

required



T a x I n centives

Substance-Based Tax Incentives (SBTI) Safe Harbour
Eliminating Top-up Tax for Real Economic Activity

Objective & Mechanism

increase to Covered Taxes 

Expenditure-Based Production-Based

Substance Cap

Default Method

5.5%

Elective (5-year)

1%

Election for QRTCs/MTTCs Industry Impact Key Takeaway

A narrow, conditional framework recognising only 

incentives demonstrably linked to sustained economic 

substance. Ongoing monitoring and ETR modelling 

essential.



C o mpl iance S i mpl if icat i on

Simplified ETR Safe Harbour
Streamlined Compliance Using Financial Statement Data

Core Concept

deemed zero if ETR ≥15% 

Simplified ETR Formula

Simplified Taxes / Simplified Income
Derived from JPBT & JITE in the CFS

Timing & Election

2027

2026

Flexible Election: Unlike "once-out, always-out", MNEs can opt-in or 
out annually

Key Adjustments

Simplified Income Simplified Taxes

Four Integrity Principles

Single Tax Matching

Full Allocation Single Expense

Entry/Re-entry Test: Requires no Top-up Tax liability in the jurisdiction for the preceding two fiscal years



Str a teg ic  P l anning

Implementation Roadmap & Strategic Implications

Extended CbCR Safe Harbour

New Applicability Period

ETR Threshold

remains at 17% 

Implementation Timeline

Jan

2026
SbS Framework Effective

2026 Early Adoption

2027
Mandatory

Simplified ETR Mandatory

Jun

2029
CbCR Safe Harbour Ends

Strategic Implications for MNEs

Assess Qualification Model ETR Impact Ensure DTA Tracking Monitor Changes
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