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Get ready for global minimum top-up tax

• Respond to the IASB by 10 March 2023.

• Assess the potential impacts of the new tax
rules.

• Determine which disclosures to provide now.

• Get ready to provide the proposed
disclosures.

What’s next?What’s the impact?

The proposed amendments to IAS 12 would introduce 
a temporary mandatory exception from 
accounting for deferred tax related to top-up tax.

However, companies would be required to provide 
new disclosures, particularly before the top-up tax 
rules come into effect.

Some information for the new disclosures may already 
be available as part of preparing consolidated financial 
statements under the existing requirements.

To address concerns about uneven profit distribution 
and the tax challenges of the digitalisation of the 
economy, various agreements have been reached 
globally and many countries are busy amending their 
local laws to introduce a global minimum top-up tax.

Implementing the new rules and determining their tax 
and accounting impact may be challenging.

Stakeholders raised significant concerns about 
deferred tax accounting in relation to the new top-up 
tax under the IFRS® Accounting Standards. In 
response, the International Accounting Standards 
Board (IASB) is proposing to amend IAS 12 Income 
Taxes.

What’s the issue?

What is the global minimum 
top-up tax? Who needs to pay it? How is it calculated?

Does it trigger deferred tax 
impacts and will there be a 

relief?

When and how would the 
proposed deferred tax relief 

apply?

What disclosures would a 
company provide before and 

after top-up tax applies?

What disclosures to provide 
before the proposed relief 

applies?
What are your next steps?
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How to account for a loss-making contract?

Our 7-step guide sets out 
a logical approach to 
accounting for loss-
making contracts under 
IFRS® Standards.

What is the global minimum top-up tax?01

03 How is it calculated?

04

05

Does it trigger deferred tax impacts and will there be a relief?

02 Who needs to pay it?

06

When and how would the proposed deferred tax relief apply?

07

What disclosures would a company provide before and after top-up tax applies?

Proposed relief 
from deferred 
tax accounting

Our guide explores the 
proposed amendments to 
IAS 12 and will help you get 
ready to provide new 
disclosures. 

What is the global minimum 
top-up tax? Who needs to pay it? How is it calculated?

Does it trigger deferred tax 
impacts and will there be a 

relief?

When and how would the 
proposed deferred tax relief 

apply?

What disclosures would a 
company provide before and 

after top-up tax applies?

What disclosures to provide 
before the proposed relief 

applies?
What are your next steps?

08

What disclosures to provide before the proposed relief applies?

What are your next steps?
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What is the global minimum top-up tax?

In October 2021, more than 135 jurisdictions representing more than 90 
percent of global GDP agreed to a major international tax reform. This 
reform involves a two-pillar1 solution. 

There are four mechanisms under Pillar Two (referred to as a ‘global 
minimum top-up tax’ or ‘top-up tax’) that countries can adopt.

It is up to the individual countries to decide how to implement Pillar Two 
using one or more of the four mechanisms.

Regardless of the mechanism(s) chosen, the tax impacts of all four Pillar 
Two mechanisms would be in the scope of IAS 12 under the proposals in 
both consolidated and stand-alone financial statements.

01

Subject to tax rule*

Payer collects top-up tax if recipient is not adequately taxed (<9%)

Domestic minimum tax

Local jurisdiction domestic minimum tax (based on the GloBE rules)

Income inclusion rule (IIR)**

Jurisdiction of ultimate parent generally collects top-up tax if overseas 
group companies are not adequately taxed (<15%)

Undertaxed payment rule (UTPR)**

Deductions denied or additional tax if ultimate parent does not collect 
top-up tax under IIR

*  In development 

** Part of the global anti-base erosion (GloBE) rules

Pillar One aims to ensure a fairer distribution of profits and taxing rights among countries.
Pillar Two aims to ensure that large multinational groups pay at least the minimum rate of 
15 percent on income arising in each jurisdiction in which they operate.

1

Pillar Two mechanisms

What is the global minimum 
top-up tax? Who needs to pay it? How is it calculated?

Does it trigger deferred tax 
impacts and will there be a 

relief?

When and how would the 
proposed deferred tax relief 

apply?

What disclosures would a 
company provide before and 

after top-up tax applies?

What disclosures to provide 
before the proposed relief 

applies?
What are your next steps?
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Who needs to pay it?

Pillar Two rules apply to multinational groups that have consolidated 
revenues of EUR 750 million or more in at least two out of the last four 
years. 

These groups will be required to calculate their effective tax rate (ETR) for 
each jurisdiction in which they operate under the GloBE rules. When this is
below the 15 percent minimum rate, the group will be liable to pay a top-
up tax for the difference. 

In many cases, the group company liable for the top-up tax will differ from the 
group company that triggered it.

Typically the ultimate parent will be liable to pay top-up tax for its low-taxed 
subsidiaries and the parent’s local tax authority will have a right to collect it. 
However, an intermediate parent or other group company can be liable for all or 
a part of the top-up tax in some circumstances.

02

Ultimate parent 
Co A

Liable for 
top-up tax

Company D 
ETR 15%

Company E
ETR 5%

Jurisdiction X

Pillar Two legislation applies 

Jurisdiction Y

Jurisdiction Z

ETR at the 
jurisdictional

level is < 15%

ETR at the 
jurisdictional

level is > 15%

Triggers 
top-up 

tax

85% 100%

100%100%

No 
top-up tax

What is the global minimum 
top-up tax? Who needs to pay it? How is it calculated?

Does it trigger deferred tax 
impacts and will there be a 

relief?

When and how would the 
proposed deferred tax relief 

apply?

What disclosures would a 
company provide before and 

after top-up tax applies?

What disclosures to provide 
before the proposed relief 

applies?
What are your next steps?

Company B 
ETR 32%

Company C
ETR 12% 
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How is it calculated?

The accounting framework will impact the amount of the top-up tax.

In addition, a calculation of the effective tax rate under the GloBE rules 
differs from a calculation of the effective tax rate under IAS 12.

03

Qualifying taxes (Step 1)

GloBE income (Step 2) 

Effective tax rate
(Step 3)=

Excess profit
(Step 4)

Top-up tax rate
(Step 5)

Top-up tax
(Step 6)=x

1. Determine qualifying (covered) taxes for all group companies in the
same jurisdiction.

2. Determine the GloBE income for all group companies in the same
jurisdiction using the same accounting framework as is used for the
consolidated financial statements – e.g. US GAAP or IFRS Accounting
Standards.

3. Calculate the effective tax rate by dividing qualifying (covered) taxes by
GloBE income.

If the ETR is less than 15 percent, then … 

4. Determine excess profit as GloBE income minus qualifying deductions.

5. Determine the top-up tax rate, which is the minimum 15 percent rate
minus the ETR.

6. Calculate the top-up tax by multiplying the excess profit by the top-up
tax rate.

The company liable for the top-up tax would need to do the following.

What is the global minimum 
top-up tax? Who needs to pay it? How is it calculated?

Does it trigger deferred tax 
impacts and will there be a 

relief?

When and how would the 
proposed deferred tax relief 

apply?

What disclosures would a 
company provide before and 

after top-up tax applies?

What disclosures to provide 
before the proposed relief 

applies?
What are your next steps?

If the ETR is less than 15%, then … 
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Top-up tax differs from income taxes that arise under ‘traditional’ tax regimes. This 
has led to questions from stakeholders, particularly about the accounting for 
deferred tax impacts under IFRS Accounting Standards, including the following.

Does it trigger deferred tax impacts and will there be a relief?04

The timing of the relief is critical because as soon as a single jurisdiction 
in which the group operates enacts or substantively enacts changes to its 
tax laws, the entire group may be impacted. 

IASB’s proposed relief

Temporary mandatory exception from 
accounting for deferred tax related to top-up tax.

Proposed amendment to IAS 12

What is the global minimum 
top-up tax? Who needs to pay it? How is it calculated?

Does it trigger deferred tax 
impacts and will there be a 

relief?

When and how would the 
proposed deferred tax relief 

apply?

What disclosures would a 
company provide before and 

after top-up tax applies?

What disclosures to provide 
before the proposed relief 

applies?
What are your next steps?

What is the tax base of assets and liabilities for the purposes of the GloBE
rules?

Do the GloBE rules create additional temporary differences?

Does a company need to remeasure its existing temporary differences in 
relation to deferred tax recognised?

In response, the IASB has proposed to amend IAS 12 to provide a temporary relief.

How will companies determine the rate for measuring the deferred tax 
impacts of top-up tax?
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9 January 2023 
Proposals released

10 March 2023
Comments due

Expected before 30 June 2023
Proposals finalised. 

The relief is effective immediately and would 
apply retrospectively in accordance with 
IAS 8 Accounting Policies, Changes in 
Accounting Estimates and Errors 

30 June 2023
The proposed new disclosure 
requirements (other than the disclosure 
on applying the relief) would apply to a 
group with an annual reporting date of 
30 June only for 2024 annual financial 
statements

31 December 2023
The proposed new disclosure requirements 
(other than the disclosure on applying the 
relief) would apply for annual reporting 
periods beginning on or after 1 January 
2023

When and how would the proposed deferred tax relief apply?05

What is the global minimum 
top-up tax? Who needs to pay it? How is it calculated?

Does it trigger deferred tax 
impacts and will there be a 

relief?

When and how would the 
proposed deferred tax relief 

apply?

What disclosures would a 
company provide before and 

after top-up tax applies?

What disclosures to provide 
before the proposed relief 

applies?
What are your next steps?
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What disclosures would a company provide before and after top-up tax applies?06

Once tax law is enacted but before top-up tax applies

• Information about legislation enacted (substantively enacted) to
implement Pillar Two rules in jurisdictions in which the company
operates.

• For low-tax jurisdictions where the average ETR for the current
period determined under IAS 12 is below 15%:

‒ a list of those jurisdictions; and 

‒ in aggregate, information about profit before tax, income tax 
expense and weighted-average ETR.

• Whether, based on the assessments made in preparing to comply with
the Pillar Two rules, there may be:

‒ other jurisdictions where the company may be exposed to top-up 
tax; or

‒ an indication of no top-up tax exposure in a current low-tax 
jurisdiction.

After top-up tax applies

• Current tax expense related to top-up tax.

The proposals do not specify whether the disclosure requirements 
would apply in the stand-alone financial statements of all individual 
companies in the group. Our initial thinking is that those companies 
legally liable for the top-up tax would need to provide the proposed 
disclosures in their separate financial statements. 

The proposed disclosure requirements (other than the disclosure on applying the relief) would apply only in the annual financial statements and 
a company would need to provide information prepared under IAS 12 for the current period only. 

Some of this information may already be available as part of preparing the consolidated financial statements. 

What is the global minimum 
top-up tax? Who needs to pay it? How is it calculated?

Does it trigger deferred tax 
impacts and will there be a 

relief?

When and how would the 
proposed deferred tax relief 

apply?

What disclosures would a 
company provide before and 

after top-up tax applies?

What disclosures to provide 
before the proposed relief 

applies?
What are your next steps?
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What disclosures to provide before the proposed relief applies?

Engage with your users of financial statements now to determine the 
appropriate level of disclosures in the financial statements for 
periods commencing before 1 January 2023.

07

Before tax law is enacted and before the relief 
applies 

• The fact that they operate in low-tax jurisdictions with
a statutory tax rate lower than 15%.

• The fact that they operate in jurisdictions where the
government provides support through tax incentives,
tax exemptions or additional tax deductions, resulting
in an effective tax rate lower than 15%.

• Information about expected enactment of Pillar Two
tax laws and their effective dates.

• Information about management’s assessment of the
possible impacts, indicating that they are not yet
known or reasonably estimable.

IFRS Accounting Standards do not require disclosure of possible future 
changes to tax laws, unless they have been announced. 

However, if companies expect GloBE to affect them and that information is 
relevant to the users of financial statements, then they should consider 
providing qualitative disclosures before the changes to tax laws are enacted 
or substantively enacted and the proposed relief applies.

What is the global minimum 
top-up tax? Who needs to pay it? How is it calculated?

Does it trigger deferred tax 
impacts and will there be a 

relief?

When and how would the 
proposed deferred tax relief 

apply?

What disclosures would a 
company provide before and 

after top-up tax applies?

What disclosures to provide 
before the proposed relief 

applies?
What are your next steps?
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What are your next steps?08

04
Get ready to provide the 
proposed disclosures

01
Respond to the IASB 02

Assess the impacts of 
GloBE model rules

03
Determine which 
disclosures to provide now

• Consider the proposals and
provide your input to the IASB
by 10 March.

• Engage with tax specialists, assess
the impacts and monitor the
progress of implementation of GloBE
rules into your jurisdictions’ tax laws.

• Determine whether the group may
potentially be subject to the top-up
tax.

• Engage with users now to determine
the appropriate level of disclosures
in the annual financial statements for
periods commencing before
1 January 2023.

• Ensure that you collect sufficiently
detailed information to provide the
proposed disclosures about your
operations in low-tax jurisdictions.

What is the global minimum 
top-up tax? Who needs to pay it? How is it calculated?

Does it trigger deferred tax 
impacts and will there be a 

relief?

When and how would the 
proposed deferred tax relief 

apply?

What disclosures would a 
company provide before and 

after top-up tax applies?

What disclosures to provide 
before the proposed relief 

applies?
What are your next steps?
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Keeping in touch
Whether you are new to 
IFRS Accounting Standards or 
are a current user, you can find 
digestible summaries of recent 
developments, detailed guidance 
on complex requirements, and 
practical tools such as illustrative 
disclosures and checklists. Tracking the 

development of 
IFRS Sustainability 
Disclosure 
Standards

KPMG IFRS on 
LinkedIn

Follow us and share 
our insights with 
your connections

Insights into IFRS®

Helping you apply 
IFRS Accounting 
Standards to real 
transactions and 
arrangements

Guides to financial 
statements

Illustrative 
disclosures and 
checklists

News

Search all KPMG 
articles on IFRS 
Standards

Financial reporting 
in uncertain times 
resource centre

Climate change 
financial reporting 
resource centre

Follow 
‘KPMG IFRS’ 
on LinkedIn 
or visit 
home.kpmg/ifrs

IFRS Today

Blogs, podcasts 
and videos

What is the global minimum 
top-up tax? Who needs to pay it? How is it calculated?

Does it trigger deferred tax 
impacts and will there be a 

relief?

When and how would the 
proposed deferred tax relief 

apply?

What disclosures would a 
company provide before and 

after top-up tax applies?

What disclosures to provide 
before the proposed relief 

applies?
What are your next steps?
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