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prevention and resolution)

Abstract

Please find below a joint submission on behalf of the Global Alliance for Tax Justice (GATJ) and 144
organizations and trade unions. GATJ is a Southern-led global coalition in the tax justice movement
and facilitates the coordination of joint-submissions together with its members, Tax Justice Network
Africa (TJNA) and the European Network on Debt and Development (Eurodad).
We underline that any Protocol must be fully grounded in the provisions and mandate of the Framework
Convention. The Protocol on dispute prevention and resolution should derive from, and remain
consistent with, the global tax rules established under the Convention. As dispute prevention and
resolution cannot be meaningfully addressed without tackling the systemic causes of tax disputes, in
particular the current corporate tax system based on transfer pricing, we reiterate our call for its
replacement with a unitary system.

We caution about the optionality approach that is inconsistent with UN treaty practice and risk
undermining coherence. We also raise concerns about the continued centrality of bilateral tax treaties
and the proposed non-superseding effect of the Protocol.

Furthermore, we address advance pricing agreements and tax rulings, arbitration, and reliance on
transfer pricing databases. Finally, we stress that while capacity building is essential, it cannot substitute
for comprehensive systemic reform.

Comments on Workstream 111

General comments

We welcome the opportunity to share our perspectives on the developments under Workstream III.

Regarding the potential approaches for the draft protocol, we want to underline several overarching
concerns about the direction proposed. We believe that this Protocol should be fully grounded in the
provisions of the Framework Convention. The Convention’s mandate is to create a fair, transparent,
effective and equitable international tax system for sustainable development. The design of a Protocol
on dispute prevention and resolution should therefore derive from, and remain consistent with the new
global tax rules established under the Convention. We want to caution against developing a Protocol



operating as a standalone text, without clearly referring to the shared substantive legal
framework that the Framework Convention should establish.

Furthermore, we want to reiterate that dispute prevention and resolution cannot be meaningfully
addressed without tackling the underlying systemic issues, and we are concerned that the discussion
continues to overlook the central factors which generate tax disputes in the first place. The Concept
Note maps out mechanisms and institutional options, yet it largely sidesteps the underlying legal and
structural causes of disputes. As recognized in the Workstream III Issues Overview from last July, the
vast majority of cross-border tax disputes involve multinational corporations and arise directly from the
design and application of international corporate tax rules. In this context, Workstream I will be
essential in addressing the fundamental problems. In our view, this should mean replacing the
transfer pricing system with a unitary approach with formulary apportionment and a fair
allocation of taxing rights. The Protocol should be conceived as an instrument to support, implement
and operationalize a fundamentally reformed system, not as a mechanism to manage the dysfunctions
of the existing one.

On optionality

The Concept note indicates that optionality would be a design feature of the Protocol, with core
mechanisms available in principle to all parties.

We want to highlight that this feature is inconsistent with UN treaty practice, and risks
undermining one of the core functions of the Framework Convention: to build a broad common
agreement and to create a consistent international tax system. Having multiple options in the same
protocol risks reproducing the very fragmentation and inconsistency in the international tax system that
the UN Tax Convention should seek to overcome.

In light of the aim to create a globally coherent and equitable system, we believe the approach of
optionality should be discarded. We also wish to caution against the use of optionality to introduce
contentious mechanisms, such as arbitration, where some countries may face political, institutional or
economic pressure to later opt into arrangements they would otherwise reject.

It is essential that the Framework Convention itself includes provisions on dispute resolution, to lay the
basis of a coherent dispute system. As long as they do not go against the agreements in the Convention
and its Protocols, smaller groups of Parties will definitely be free to adopt additional mechanisms
between them if they so wish, but the elements in the Protocol should reflect the issues upon which the
Parties have agreed.

We also note that the relationship between the Framework Convention and existing bilateral and
multilateral tax agreements has not yet been discussed and agreed upon within Workstream 1. In this
context, the proposed approach where measures developed under this Protocol would not have a
superseding effect over existing treaties would set, as a matter of principle, a very problematic
precedent. This is not to say that we support all the mechanisms developed under this protocol, but this
approach is in contradiction with this whole process.

On the scope of the Protocol

The matter of the scope of the Protocol raises central questions about the direction of the discussions of
Workstream III. We believe that the scope of this protocol should be directly defined by the
Framework Convention itself, and thus it relates to the work of Workstream I. Disputes should
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indeed relate to the application of a shared common legal ground, and we believe the Framework
Convention should provide the shared legal basis under which disputes may arise. As disputes depend
on the interpretation of legal rules, the definition of the shared agreed common rules should be the
starting point for discussing the scope and design of the Procotol. As regards resolution of the many
issues causing disputes today, we also believe that the Framework Convention has a key role to play in
creating more clear and coherent rules. In particular, the provisions relating to fair allocation of taxing
rights and taxation of multinational enterprises will be central. We want to highlight that the Protocol
on disputes, as any other protocol under this process, should derive from the Framework Convention,
and serve to implement it. Furthermore, we strongly caution against maintaining the centrality of
bilateral tax treaties within this new framework.

On dispute prevention

We agree that dispute prevention should be a key feature, and we would argue that dispute prevention
should be the priority area of work on disputes.

As the Issues note of July 2025 noted, most tax disputes today relate to multinational corporations and
the current international tax rules. In light of this reality, we believe the UN Tax Convention should
aim to replace the transfer pricing system with a unitary system with formulary apportionment.
Such a system has the potential to prevent many of the issues currently causing disputes in the
current system. Workstream I, and specifically the articles of the Convention on fair allocation of
taxing rights and equitable taxation of multinational corporations, should ensure the replacement of the
current international corporate tax system, and subsequently provide the basis for dispute prevention.
We want to underline, as it was mentioned in previous notes from July and October, that exchange of
information is a key element of dispute prevention. We believe that transparency measures in the
Convention, and not least public country-by-country reporting (pCbCR), are essential in
providing full transparency on where multinational corporations do business and how much taxes
they pay in each country. This would be an essential element of a viable and fair corporate tax system
and an essential part of dispute prevention.

On Advance Pricing Agreements (APAs) and Advance rulings not related to transfer pricing

The direction suggested under Workstream III for dispute prevention is to provide a legal basis for
cross-border administrative cooperation. Amongst the preventive mechanisms, bilateral and multilateral
APAs (even in the absence of a tax treaty), and advance rulings not related to transfer pricing are being
envisaged.

We would like to express our strong concerns about using this approach. The core problem with transfer
pricing is that the rules are ill-defined and unclear. APAs and tax rulings are tools to negotiate
agreements between individual multinational corporations and tax administrations about how these
unclear rules will be interpreted and applied, often with the aim to guarantee advance certainty for the
corporation. However, they pose significant risks for tax administrations.

These tools are agreed in “advance” and usually binding for the administrations. If the administrations
later discover that the corporation is engaged in large-scale tax avoidance, the advance agreement can
limit the administration’s chances of intervening. These agreements are usually requested by individual
corporations and issued specifically to them : this introduces the risk of special treatment for powerful



and influential corporations. And despite the fact that these agreements contain important information
about the realities of the corporate tax system, they are usually secret to the public.

After the LuxLeaks scandal in 2014, APAs quickly became known as “Sweetheart Deals”. A number
of APAs became the subject of several state aid cases initiated by the European Commission. In 2024,
the most famous of these cases — the so-called “Apple case” — ended with two APAs being struck down
by the European Court of Justice, and the court ordered Ireland to reclaim approximately €13 billion in
unpaid taxes from Apple. With this in mind, we would challenge the view that APAs guarantee tax
certainty.

We believe the uncertainties of the corporate tax system should be addressed through a
fundamental reform of the system, rather than through secret agreements between multinational
corporations and tax administrations.

On dispute resolution and arbitration

We reiterate that dispute resolution mechanisms should be designed in relation to the articles and
provisions of the Framework Convention, and that further development under Workstream I is needed
to make progress on these issues.

We note that the Concept Note presents arbitration as a possible optional mechanism under the Protocol,
and we want to reiterate our strong concern with arbitration as a form of dispute resolution. Many
countries have clearly expressed their disagreement with including arbitration in the Protocol, based on
their negative experiences with investor-state dispute settlement (ISDS), constitutional constraints, and
the risks of power imbalances. This mechanism shifts decisions on tax matters away from public
institutions and into the hands of arbitrators whose reasoning may not align with domestic policy
objectives, democratic accountability, or development priorities. Arbitration is often costly, complex
and difficult for many states to access, and tends to favour well-resourced countries. We would
therefore argue that arbitration should not be an “optional” mechanism of this Protocol, as it
could expose some countries to political or economic pressure to opt-in to it.

On capacity building as a key element to facilitate implementation

We believe that capacity building provisions should be a part of the Framework Convention, as
mandated by the Terms of Reference.

The concept note proposes to emphasize the importance of the capacity building provisions under the
Framework Convention as a key element to facilitate implementation of the dispute prevention
mechanisms, and to anchor a provision to enable the United Nations to provide technical assistance and
capacity building to support the design and use of dispute resolution mechanisms. However, we want
to stress that capacity building and technical assistance cannot resolve rules that are unclear,
inconsistent, or structurally flawed — which is the case for the current international tax system based on
transfer pricing. Without systemic reform, capacity-building efforts framed in this regard risk
entrenching existing problems rather than solving them.



On Access to information: transfer pricing databases

We welcome the broad recognition that information asymmetry is a fundamental challenge, and of the
importance of improving access to information. However, we believe that the Concept note places
disproportionate emphasis on transfer-pricing databases as an answer to these issues.

We believe that information asymmetries in the current system are not simply an issue of lack of
access to proprietary datasets, but due to the structural inadequacy of the arm’s-length system
itself. This is not least true as regards the digital economy where innovations in products and services
are quite frequent, and where the global value chains differ from one group of companies to another,
for which reason comparable uncontrolled transactions that may otherwise provide a semblance of
fairness to transfer pricing methods may be inexistent or extremely unreliable. We would argue that no
amount of expanded access to commercial comparables can compensate for this structural flaw, nor can
it offer an equitable solution.

In that regard, we reiterate a point we already raised: the most effective, fair and sustainable way to
address information gaps, and thus prevent disputes, is through public country-by-country reporting.
Such transparency would significantly reduce information asymmetries and prevent many disputes
before they arise.
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