
Replies from Google to written questions 
 

 

Did the adoption of OECD BEPS prompt Google to change its tax planning strategy? Did 

Google change its tax planning strategy following the revelations of the tax scandals by 

the press? 

 

There is an ongoing process of legislative changes around the world stemming from the 

OECD’s BEPS recommendations from 2015. For our business, the US Tax Cuts and Jobs Act 

passed at the end of last year changed the taxation of US multinationals in line with OECD 

recommendations. That legislation ended tax deferral for overseas profits, a unique feature of 

the US tax system that primarily concerned US-based multinationals. The law also mandated 

retroactive taxation of any previously untaxed foreign profits and imposed a new minimum tax 

on foreign intangible income. 

 

Alphabet has always had a policy of paying all of the taxes we owe in every jurisdiction in which 

we operate. Under the existing international tax system, we are required to pay most of our 

taxes in the United States. 

 

What impact has had the US Tax Reform in your tax planning strategy? 

 

The US Tax Cuts and Jobs Act passed at the end of last year has brought an end to tax deferral 

on overseas profits, imposing a one-time retroactive tax on companies’ accumulated foreign 

profits (in the case of Alphabet, this tax charge amounted to nearly $10 billion). Tax deferral on 

overseas profits was a unique feature of the US tax system, which primarily affected US 

multinational companies. Unlike most other countries, the US historically has taxed the profits of 

US multinationals on a worldwide basis, rather than a territorial one. This legislation made the 

US system more closely resemble tax regimes in place around the world. At the same time, the 

TCJA introduced a minimum tax on US multinationals’ foreign intangible income.  As a 

consequence of this law, Alphabet’s effective tax rate over the ten years to 2017 rose to an 

average of 26%.  

 

This is the first year in which, pursuant to Council Directive (EU) 2016/881 of 25 May 2016 

amending Directive 2011/16/EU as regards mandatory automatic exchange of information 

in the field of taxation, and transposing national legislation, Google would have to 

provide, inter alia, a country-by-country report for each tax jurisdiction in which you do 

business, the amount of revenue, profit before income tax and income tax paid and 

accrued. Would you agree to share that report with the Committee? 

 

G20 governments agreed that companies’ country-by-country tax declarations would be 

prepared for tax authorities, for the exchange of information among tax authorities. The reports 

include confidential information about our business and data that we do not make available 

publicly. We file independently audited public accounts on an annual basis -- including in 

individual EU countries -- that detail our financial status, revenue, profit, and income tax.  



  

What is the share of income obtained from royalties in relation to the turnover of your 

corporation? 

 

Google’s core business is advertising. As disclosed in our 2017 annual report, 87% of Google’s 

revenue last year came from the sale of advertising. Our other primary sources of income 

include applications, in-app purchases, and digital content distributed via the Google Play store; 

Google Cloud offerings; and the sale of hardware. In line with our US securities requirements, 

we do not publicly disclose the amounts of these other revenue sources. 

  

Have the Paradise Papers revelations or any other public report related to tax avoidance 

and the fact that you are mentioned therein had any impact on your consumers’ 

behavior? Have you suffered any damage on account of those revelations? If that is the 

case, which is the damage you have suffered? What measures have you taken to reduce 

this damage? 

 

Google’s tax structure is widely known and has been widely reported. What that showed was 

that we like other US multinational companies, could defer taxation on overseas profits. This 

reflected a unique feature of the US tax system, prior to the passage of the US Tax Cuts and 

Jobs Act late last year. Throughout, we have made a concerted effort to explain to the public, 

the press, and this Parliament, that we pay a lot of tax and that tax is primarily due in the US, 

our home market. There is an ongoing concern about how corporate profits are apportioned 

among countries and that is not unique to our business, or even the technology sector. This is a 

feature of the international tax system and we have, going back to 2012 and the beginning of 

the OECD’s BEPS process, publicly supported international tax reform.  

  

How does Google structure the collection of income related to image rights? Do you use 

any specific subsidiaries in some countries? If this is the case, can you specify the 

country and explain why have you chosen that jurisdiction? Have you changed your 

practice in the last 2 years? 

 

We do not collect income related to image rights. Our primary source of revenue is online 

advertising.  

  

How many people in-house and outsourced do respectively work on direct corporate tax 

planning and compliance? What percentage of your staff does it represent? 

 

We do not disclose staff numbers in relation to specific projects or roles. We have a dedicated 

team that is responsible for accounting, financial filings, audits, and tax compliance.  

 

Which is the relation between the expenditure your company incurs for innovation-

related activities and the amount of royalties income? 

 



In terms of our expenditure on innovation, last year Alphabet, Google’s holding company, spent 

a total of $16.6 billion on research and development, equal to 15% of gross revenue. As 

described previously, 87% of Google’s revenue last year came from the sale of advertising. Our 

other primary sources of income include applications, in-app purchases, and digital content 

distributed via the Google Play store; Google Cloud offerings; and the sale of hardware. 


