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(1) 

OECD PILLAR 1: ENSURING THE BIDEN 
ADMINISTRATION PUTS AMERICANS FIRST 

THURSDAY, MARCH 7, 2024 

HOUSE OF REPRESENTATIVES, 
SUBCOMMITTEE ON TAX, 

COMMITTEE ON WAYS AND MEANS, 
Washington, DC. 

The subcommittee met, pursuant to call, at 2:50 p.m., in Room 
1100, Longworth House Office Building, Hon. Mike Kelly [chair-
man of the subcommittee] presiding. 

Chairman KELLY. So we just finished a voting series, and I 
think that more of our folks will be here. 

I want to thank you all for being here today. This is incredibly 
important, some of the things we get a chance to talk about, and 
the issue today, to me, is incredible. I think this is one of the most 
complicated issues that has come up. 

And, while I try to avoid that when I am back home, people will 
still ask me to do it, and I say, listen, I live in a world of acronyms. 
I have no idea—neither do you—as to what is going on, but we will 
try to address at least the start of it today on a global tax situation 
that makes no sense to me for America. 

So I want to thank you all for being here today. We will be talk-
ing about OECD’s Pillar 1 negotiations. And I am looking forward 
to the opportunity from my colleagues on both sides of the aisle 
and myself to hear our witnesses’ testimony and perspective on 
OECD Pillar 1 and what the Biden administration’s negotiations 
mean for America. 

So just clearly starting off—and I asked Elise who put all this 
together who—she serves with me in our office—if you could put 
some glossary together so we can look at all these acronyms and 
give us some kind of an idea of what it is that we are talking 
about, and it is almost impossible to do. But the Organisation for 
Economic Co-operation and Development is the OECD. 

The Biden administration is negotiating a bad business deal for 
America where U.S. companies and taxpayers will foot the bill. 
This Pillar 1 deal negotiated at the Organisation for Economic Co- 
operation and Development and was originally intended to elimi-
nate the digital service tax to create a fair playing field globally, 
but, in reality, their proposal will not equalize the playing field. 
This tax burden will fall disproportionately on American compa-
nies, which are nearly half of the largest and most profitable in the 
world. 

I brought several things today that are just props, and if we 
can—do we have the one? 
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So this is Atlas with the whole world on his back. And instead 
of Atlas, let’s imagine this as America. And, somehow, we are sad-
dled with the idea that, if it is to be, it is up to us, and we must 
be the participants at an unusual level in order to make some of 
these things work. 

I am sorry. I was born in America. My business is all America. 
Everything I have done is America. And, if it hadn’t been for Amer-
ica, there would probably be not the world that exists today be-
cause of World War I and World War II, and we continue down a 
road which is really scary. 

The Biden Treasury Department has worked with OECD and for-
eign governments to cramp this Pillar 1 proposal instead of with 
the legislative body which represents the Americans that will have 
to pay for this deal. And, in my eyes, the worst part of this negotia-
tion is Treasury’s complete lack of cooperation with Congress on 
OECD Pillar 1. 

The Biden administration leapfrogged Congress and put the in-
terest of foreign governments ahead of the concerns of the men and 
women elected to represent Americans’ taxpayers. We will do our 
due diligence to protect American companies and consumers and 
ensure they get a good deal. 

Let’s state the facts here. Two-thirds majority is required in the 
Senate for enactment of Pillar 1. In today’s political environment, 
it is hard to believe that we can get that much support even on 
naming a post office, let alone an international tax treaty. It is sim-
ply not feasible without taking into consideration frequent and sig-
nificant input from Congress. 

The aspect I find most ironic, Pillar 1 falls apart without the 
United States’ invested interest. Literally, the proposal written by 
OECD requires the United States to be involved in the final deal. 
But why, they ask. Without America’s taxing rights under a—Pillar 
1 collapses. That tells me everything I need to know. 

And, if we can, we will give Atlas a break. I just want you to look 
at the number of countries that are involved with this, and it 
would be an interesting exercise for somebody to take a look at this 
and understand, where is America? Who props up—there are 145 
different countries. I mean, I am trying to look at some of these 
and, quite frankly—and not that I am uneducated, but I have no 
idea who these countries are, where they are located, and more 
critically, why is it involved in any kind of a tax policy that we are 
trying to develop? 

So thank you. 
Now, the Biden administration needs to be transparent with 

Congress on strategy on Pillar 1. Congress has requested revenue 
estimates from the Biden administration. They have failed to follow 
through on this request. 

Previously, Secretary Yellen acknowledged that, if enacted, Pillar 
1 would reduce U.S. revenues. Through Treasury’s public comment 
period, U.S. businesses pointed to significant flaws with Pillar 1. 
Now, I am concerned that the Biden Treasury is putting the inter-
est of foreign governments before U.S. businesses and the Amer-
ican economy. Just this week in The Wall Street Journal, it was 
noted, the benefit to America still hasn’t appeared from the OECD 
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3 

deal that Treasury and Secretary Yellen just signed the United 
States up for. So we still don’t know, how does that help us. 

But the facts are simple. Through Pillar 1 negotiation, U.S. com-
panies would bear far more than our fair share out of the 145 coun-
tries involved. And, confirmed this week by JCT estimates, more 
specifically, if Pillar 1 would have been in place in 2021, the U.S. 
would have lost $1.4 billion in tax revenues. 

At the end of the day, folks, this is about the U.S. economy’s se-
curity. Is the Biden administration going to sacrifice the financial 
success of U.S. businesses in our economy for international ac-
counting bureaucrats’ approval or for Europe to benefit from our 
economic success? 

We are not going to stand by idly and watch the Biden adminis-
tration and Treasury Department sacrifice American tax dollars for 
political gain, and I believe we will find out today that my col-
leagues feel exactly the same way. This deal diminishes the eco-
nomic security of the United States at a time of global instability, 
and we just cannot take that risk. 

I look forward to hearing from our panel of witnesses to discuss 
with this subcommittee their expertise when it comes to OECD and 
international tax, and I really appreciate their outlook on Pillar 1. 

So now I would like to recognize my friend from California, Mr. 
Thompson, for his opening statement. 

Mr. THOMPSON. Chairman Kelly, thank you very much for 
holding today’s hearing. And thank you to all the witnesses for 
being here today. 

Today’s hearing is about a topic of great importance. It is a very 
technical and weedy topic, but that is exactly what this sub-
committee is for: doing a deep dive on some of the thorniest tax 
topics facing our Nation. 

The proliferation of digital service taxes over the past 5 years is 
concerning to members on both sides of the aisle. These taxes, as 
imposed, discriminate against some of the most innovative Amer-
ican-built businesses and act as a quick and politically convenient 
revenue grab for the governments who impose them. 

Pillar 1 of the OECD’s Inclusive Framework is the world’s at-
tempt to agree to roll back these discriminatory taxes by creating 
a novel framework to reallocate a share of the most profitable com-
panies’ profits to the jurisdictions where their customers live. 

The human resources that have been put into devising this 
brand-new international tax frame are astounding. The Biden ad-
ministration and other delegates at the OECD should be com-
mended for their tireless dedication to the task. Their goal is an 
admirable one: providing stability to the international tax system. 

With a stable tax system, everyone wins. Business wins when it 
knows what its tax bill will be when it seeks to invest in foreign 
markets. Governments win when they know they can rely on a sta-
ble revenue stream to fund their operations. And everyone wins 
when we avoid costly and protracted transfer pricing disputes, 
which wastes both government and private resources. 

Any multilateral negotiation such as this one discussed here is 
bound to be a tough one. No doubt, members will be discussing the 
JCT’s report that was released to accompany this hearing showing 
that the flow of funds between the United States and other juris-
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dictions will generally be negative for the U.S. We are, in JCT’s es-
timation, going to be losing $1.4 billion each year under the Pillar 
1 agreement. 

For some, that might be the end of the discussion. Why give up 
revenue to other countries, they will ask. My view is that we need 
to understand the benefits of the agreement and not just look at 
the cost. What are the benefits of the international stability the 
agreement could potentially provide? For instance, Amount B, if 
other countries will accede to the Biden administration’s ‘‘red line’’ 
to make Amount B mandatory, could present a real benefit for U.S. 
businesses by significantly reducing transfer pricing disputes. 

And, perhaps more important, those who look at the JCT report 
and say that we should pack our bags and go home should ask 
themselves, what is the alternative? Are advocates for abandoning 
Pillar 1 then suggesting that the patchwork of DST that will doubt-
lessly spring into place are preferable to the Pillar 1 proposal? And, 
if not, how do you believe that the United States can stave off 
those taxes? 

To be clear, I am not arguing that the administration should sign 
just any agreement. A final Pillar 1 deal must provide protection 
against unilateral DST and promote a high level of tax certainty 
and stability without conceding on key U.S. interests. 

That being said, the questions I have raised are serious ones that 
must be addressed if one advocates abandoning the OECD process, 
and the very nature of those questions is why I remain supportive 
of the administration staying at the table and devoting themselves 
to this crucially important endeavor. As they say, if you are not at 
the table, you are on the menu. 

And, Mr. Chairman, before I yield back, I would just like to ask 
that if we do this again, I would hope that we would invite the 
Treasury Department who is representing us at the OECD matter. 
If you recall, we had them before when we discussed this, and I 
found them to be very helpful. 

Again, Mr. Chairman, thank you. Thank you, witnesses. And I 
yield back. 

Chairman KELLY. Thank you. And Mrs. Yellen will be here very 
quickly at the beginning of April, so we will have a chance to talk 
to her about that. 

I would like now to introduce the panel. Let me tell you—thank 
you all for being here. You give up a day of your life to come here. 
Now, clocks and calendars don’t seem to matter in this business. 
We had it scheduled for 2 o’clock, but then we were asked to go 
and vote, which is kind of really why we were elected. So I want 
to thank you for coming here today to discuss with us what I find 
to be a very complicated issue. 

But Megan Funkhouser is with us today, and she is the senior 
director of Policy, Tax, and Trade at the Information Technology 
Industry Council. Rick Minor is senior vice president and inter-
national tax counsel at the United States Council for International 
Business. Thank you. 

Gary Sprague is partner at Baker & McKenzie. Daniel Bunn is 
president and CEO of the Tax Foundation. 
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Thank you all for joining us today. Your written statements will 
be part of today’s hearing, and you each have 5 minutes to deliver 
your oral remarks. 

Ms. Funkhouser, please. 

STATEMENT OF MEGAN FUNKHOUSER, SENIOR DIRECTOR OF 
POLICY, TAX AND TRADE, INFORMATION TECHNOLOGY IN-
DUSTRY COUNCIL 

Ms. FUNKHOUSER. Chairman Kelly, Ranking Member Thomp-
son, and members of the Tax Subcommittee, thank you for the op-
portunity to testify today. 

My name is Megan Funkhouser, and I lead international tax pol-
icy for the Information Technology Industry Council, also known as 
ITI. In this role, I represent the global technology industry’s per-
spectives before policymakers in the United States and abroad, in-
cluding on the efforts in the OECD/G20 Inclusive Framework that 
are the subject of today’s hearing. 

ITI’s membership comprises leading companies from all corners 
of the technology sector, including hardware, software, digital serv-
ices, semiconductor, platform, network equipment, cloud, cyberse-
curity, and other internet- and technology-enabled companies that 
drive innovation and rely on technologies to evolve their busi-
nesses. 

ITI’s membership includes many of the largest U.S. corporate 
taxpayers and top investors in research and development, contrib-
uting to U.S. competitiveness and the strength of the U.S. econ-
omy. That is why we greatly appreciate this committee’s leadership 
in advancing the pro-growth tax package that passed the House 
earlier this year. 

Thank you for convening today’s hearing to discuss updating 
international tax rules through Pillar 1. ITI greatly appreciates 
members’ interest in and engagement with the Inclusive Frame-
work’s efforts, from participating in meetings in Paris and Berlin, 
to encouraging the Treasury Department to hold a consultation on 
the draft Multilateral Convention to implement Amount A of Pillar 
1, as well as sending many congressional letters and statements, 
particularly those expressing strong bipartisan opposition to digital 
services taxes. 

Absent robust U.S. engagement, including that of Congress, 
there is little chance of resolving outstanding issues with Pillar 1 
and crafting a final package that provides certainty and predict-
ability for taxpayers. That is why I am glad the committee is hold-
ing this hearing today. 

All of ITI’s member companies rely on clear and established tax 
rules to innovate and grow their operations. However, the prolifera-
tion of digital services taxes has contributed to the fragmentation 
of the international tax system by departing from long-standing 
international tax norms such as neutrality, efficiency, certainty, 
and simplicity. 

The first generation of digital services taxes targeted globally en-
gaged companies that provide services like digital advertising and 
digital intermediary services. Subsequent iterations expanded to 
capturing nearly all nonresident companies engaging with the mar-
ket. We have also seen governments adopt novel approaches to in-
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troduce extraterritorial means of corporate taxation, which con-
tribute to uncertainty and instability for taxpayers. 

Congress’ consistent bipartisan opposition to digital services 
taxes and other novel approaches has undoubtedly helped to stem 
the further proliferation of these damaging measures, as have the 
Office of the U.S. Trade Representative’s Section 301 investiga-
tions. 

Ultimately, global tax policy challenges require global tax policy 
solutions, which is why ITI supports reaching a multilateral con-
sensus-based solution that withdraws digital services taxes and 
prevents their future introduction. 

In light of alternatives, ITI sees potential in the draft Multilat-
eral Convention for developing a multilateral consensus-based 
framework to alleviate the negative consequences of the increas-
ingly fragmented and controversy-heavy international tax environ-
ment. 

I would like to request to submit ITI’s response to Treasury’s 
consultation for the record, but want to highlight here three buck-
ets: one, relieving double taxation; two, securing the removal of dig-
ital services taxes and relevant similar measures; and three, ensur-
ing tax certainty. 

First, ITI firmly believes that income should be taxed once, with 
concerns of the extent of relief in some circumstances where a com-
pany is already paying taxes on residual profits in a jurisdiction, 
as well as the menu of options and limited commitments that gov-
ernments have to fully relieve double taxation. 

Two, on the removal of digital services taxes, ITI recommends 
strengthening the definition of prohibited measures to reduce sub-
jectivity, as well as introduce an enforcement mechanism to give 
greater weight to the political commitment to withdraw a digital 
services tax or relevant similar measure. 

Third, and finally, the approach under consideration in Pillar 1 
would represent a significant overhaul of international tax rules. 
Providing certainty, particularly advanced certainty, for taxpayers 
and tax administrations alike as they adapt to new rules will be 
critical for supporting an environment that fosters investment and 
innovation. 

Taking a step back to consider the bigger picture, ITI also sup-
ports extending the standstill on the imposition of newly enacted 
digital services taxes, discouraging the Canadian Government from 
advancing its digital services tax proposal, securing a robust 
Amount B, and confirming the treatment of Pillar 1 taxation for 
the purposes of Pillar 2. 

Again, absent robust U.S. engagement, including that of Con-
gress, there is little chance of resolving these outstanding issues 
and crafting a final package that provides certainty and predict-
ability for taxpayers. 

Thank you, again, for the invitation to testify. I look forward to 
answering your questions. 

[The statement of Ms. Funkhouser follows:] 
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