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[2.3.7. Application of the GloBE rules to international shipping]

However, the unique features of the international shipping industry will require further work
on whether, and to what extent, the GloBE rules should apply to this industry.

111. The international shipping industry is subject to special tax rules. The capital intensive
nature, the level of profitability and long economic life cycle of international shipping has led
a number of jurisdictions to introduce alternative or supplementary taxation regimes for this
industry. Taxes, such as tonnage taxes, may result in less volatile outcomes for shipping and
provide a more stable basis for long term investment. The widespread availability of these
alternative tax regimes means that international shipping often operates outside the scope of
corporate income tax. Including international shipping within the scope of the GloBE rules
would therefore raise policy questions in light of the policy choices of these jurisdictions.

112. Additionally, if international shipping was included within the scope of Pillar Two,
questions have been raised regarding the implications of this, noting that the revenue effect
may be limited given the design includes an unlimited loss carry-forward, a formulaic
substance-based carve-out and tonnage taxes would constitute covered taxes. Finally, the
typical operating model of an international shipping firm is such that most shipping income
is sourced from third parties or other group members that are subject to low or alternative
taxation regimes. This operational structure may render the undertaxed payments rule an
ineffective back-stop to the income inclusion rule meaning that applying the GloBE rules
could lead to competitive distortions and unstable outcomes.
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[Chapter 2. Scope of GloBE rules]
188. A segment of members believe that_international shipping should be exempted from

the GloBE rule. As pointed out in the Blueprint (para. 111), alternative tax regimes, such
as the tonnage tax, have been introduced in many countries, and the application of the
GloBE rule could cause problems in the framework and policy decisions of each country
with respect to international shipping. Some members note that any approach should apply
equally to profits from shipping for third parties as well as shipping businesses within an
MNE group.
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