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Overview of Global Minimum Tax

Ultimate parent company Subsidiary
Country A Country B
| |
MNE
G\Oba/
&
| . A%
‘ t’ vl olo
The GMT tax rate \O$
would apply to e $
. 0 , b R
companies with Minj Tak oy
over EUR 750M Imum G
annual revenue g\“‘ Y
&

(@
({7
(G

Low-tax jurisdiction

Source — OECD brochure July 2021 — Addressing the tax challenges arising from the digital economy
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With Global Minimum Tax (GMT), wherever you
operate (be it in the high tax country, low tax country, tax
haven or country that offers tax holiday), YOU will need to
pay a minimum tax of 15%!

Top up to 15% if effective tax rate (ETR) in a
country is below 15%.

ETR is calculated with a very complex formula.



What are the Latest Developments
on Global Minimum Tax?
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Global Minimum Tax — Malaysia’s journey so far .
OECD released a Pillar Two

Implementation Package including:
*  Safe Harbours and Penalty

MoF published a public Relief document
OECD released the consultation paper with *  Public consultation papers for OECD released the Agreed
commentary to the regards to the implementation the GloBE Information Return Administrative Guidance for
GloBE model rules of the GloBE Rules in Malaysia and for tax certainty Pillar Two

@, O O O

December October December February

2021 2022 2022 2023

OECD released the Ministry of Finance (MoF) issued a During Budget 2023, the During the re-tabled Budget 2023,
Pillar Two GloBE Model pre-budget statement which government announced that the government reaffirmed
Rules shared that Malaysia is currently Malaysia will introduce GMT and Malaysia’s commitment to introduce
reviewing the technical details of plans to implement Qualified GMT and QDMTT
the GMT Domestic Minimum Top-up Tax in
2024

© 2023 Deloitte Tax Services Sdn Bhd



Republic of Korea

*  Domestic legislation enacted
for IIR & UTPR

* Effective: 1 January 2024 for
both IR & UTPR

China

* Launched a public consultation
on the IASB Pillar Two
Exposure Draft for proposed
amendments to IAS 12

-

Qatar

* Introduced provisions for

GMT in its corporate tax ®

law; details to be issued in
the Executive Regulations

Global Minimum Tax Implementation in Asia and Oceania

Japan

* Draft legislation for IR

* Finance Bill published for
parliament approval

e Effective: 1 April 2024 for IIR

Thailand

Enacted GMT legislation
Draft GMT legislation
European Union (draft GMT legislation)

African Tax Administration Forum (draft
QDMITT legislation for discussion)

Announced GMT implementation/ GMT
public consultation launched
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Thai cabinet has approved the
GMT proposal, QDMTT is
expected to be included
Effective: 2025

Taiwan
. Announced QMT .
implementation
e Effective: 1 January 2024 .
at the earliest
T— ®
L]
L]
L
\

[ J
Singapore
* Announced GMT
implementation,
including QDMTT
e Effective: 2025

- 0

HongKong

Announced implementation of IIR,
UTPR and considering QDMTT
Effective: 2025

Vietnam

Confirmed implementation and
legislation of GMT

Established a Special Working Group
under the Prime Minister’s Decision
No 55/QDb-TTg on GMT

Malaysia

Announced GMT implementation,
including QDMTT

Reaffirmed in the Budget 2023
Touchpoint & National Tax Conference
Effective: 2024

Indonesia

Issued Regulation No. GR.55/2022 in
December 2022 as a legal basis to
adopt GMT

Effective: 2024

Australia

e Launched a public consultation
for GMT implementation

New Zealand
* Launched a consultation
for GMT implementation



Global Minimum Tax Implementation in Europe and Africa

United Kingdom
* Draft legislation for IIR

e Announced implementation for QDMTT @
* Effective: 31 December 2023, UTPR 1
year later

European Union (EU)

* The 27 EU member states reached
agreement to implement GMT

» Effective: 31 December 2023

Jersey

* Issued a policy paper to inform their
study of GMT and launched a public
consultation

Switzerland
* Parliament approved the constitutional
amendment to implement GMT
* Effective: 1 January 2024
Liechtenstein
* Announced GMT implementation o——

* Effective: 1 January 2024
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African Tax Administration Forum (ATAF)
— @ Members
e Discussing draft legislation for QDMTT

Mauritius

e Draft legislation for QDMTT

South Africa
* Announced during Budget 2023 that a draft position

| on GMT implementation will be published for
inclusion in the 2024 Taxation Laws Amendment Bill

Enacted GMT legislation
Draft GMT legislation
European Union (draft GMT legislation)

African Tax Administration Forum (draft
QDMITT legislation for discussion)

Announced GMT implementation/ GMT
public consultation launched




Global Minimum Tax Implementation in the Americas

Canada
* Launched public consultation for GMT
implementation

United States

* President Joe Biden stated during the United
Nations General Assembly in September
2022 that the US champions GMT and will

| ® work to see it implemented

* The Agreed Administrative Guidance

Mexico
* Announced intention to provided some clarity on the treatment of
legislate GMT in 2023 ¢ GILTI taxes for fiscal years on or before 31
e Effective: 2024 December 2025
Bermuda

® ° Announced that it is examining GMT
implementation during its 2023 Budget

British Virgin Islands
* BVl International Tax Authority Director of
the BVI stated that they are working with
® the OECD and the current focus will be on
Enacted GMT legislation 1 information exchange with jurisdictions
Draft GMT legislation h introducing the top up tax
European Union (draft GMT legislation)

African Tax Administration Forum (draft
QDMTT legislation for discussion)

Announced GMT implementation/ GMT
public consultation launched
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Pillar Two — Scope

(Q) WHO ARE IN SCOPE?

Groups that:
* Operate in at least 2 jurisdictions

Has annual consolidated group revenue of at least €750 million in at least two of the four immediately preceding fiscal years

ANY EXCLUDED ENTITIES?
Entities being:

Investment funds/real estate investment vehicles which are ultimate parent entities
Pension funds, governmental entities, international organisations, non-profit organisations
Rules may apply to other entities/sub-groups within the MNE Group

DE MINIMIS EXCLUSION?

Jurisdictions having:

* Less than €10 million Average GloBE Revenue; and
* Less than €1 million Average GloBE Income or Loss

“Average” referring to a period of 3 years, which is the current and two previous fiscal years

© 2023 Deloitte Tax Services Sdn Bhd
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Jurisdictional Blending

A& Minimum tax rate of 15% on a jurisdictional basis 4
Country A
A Co
Country 1 Country 2
=== BCo -------- B ey CCo --—------ - === DCo -~ A ECo - !

B Co: profit 100, tax 10. ETR 10%
e CCo: profit 100, tax 40. ETR 40%
* ETR for Country 1: 25%

No top-up tax

* D Co: profit 100, tax 15. ETR 15%
e E Co: profit 100, tax 5. ETR 5%
* ETR for Country 2: 10%

Top-up tax applies

Qualified Domestic
Minimum Top-up Tax
(QDMTT)

Income Inclusion Rule
(lIR)

Undertaxed Profits
Rule (UTPR)

‘ EURO 750m, MNEs
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‘ Countries can apply rules to smaller businesses headquartered in their country
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Effective Tax Rate Formula

Jurisdictional ETR

© 2023 Deloitte Tax Services Sdn Bhd

Adjusted Covered Taxes for all Constituent Entities in the
jurisdiction (Covered Taxes)

Net GloBE Income for all Constituent Entities in the
jurisdiction (GloBE Income)
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Adjusted Covered Taxes for
all Constituent Entities in the
jurisdiction {Covered Taxes)

Top-Up Tax Formula

Jurisdictional

ETR
Net GloBE Income for all
. Constituent Entities in the
jurisdiction (GloBE Income)
Additional
Top-up Tax Top-up Tax Exce.ss Current Domestic Top-
(for a jurisdiction) Percentage Profits up Tax
Top-up Tax
Top-up tax o . Exclusion of a fixed return on tangible
Percentage LV [l etk — (BT assets and payroll expenses.
* Payroll: 10% (to be reduced to 5%
Excess profit Net GloBE Income - Substance-based over the years). Includes salaries,
income exclusion health insurance, pension
Additional current Additional top-up tax in respect of a prior Substance-based contr|but|ons,. employ.ment ta).<es :?md
top up tax period income exclusion employer social security contributions.
Eligible employees include
Amount payable domestically, calculated independent contractors.
Domestic top-up as per the model rules, provided that the * Tangible assets: 8% (to be reduced to
tax country ‘does not provide any benefits 5%). Includes property, plant and
that are related to such rules equipment, and natural resources.
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What is the Impact on Businesses? '°... g

coe : : : :::.:.:::.::. .:::.'.::. ........
S5

© 2023 Deloitte Tax Services Sdn Bhd



Why Impact Assessment on Global Minimum Tax is Crucial

* Evaluation of cash repatriation strategy

* Adverse impact on dividend payout
* Pricing
* Disclosure on the impact of GMT

© 2023 Deloitte Tax Services Sdn Bhd

Impact on

Cash Flows

Impact on
Bottom

Line

Impact on

Existing
Incentives

Impact on
Reporting
Requiremen

Are the existing tax incentives still
relevant?

Is there a need to renegotiate with
investment authorities?

Readiness of system?
Additional resources?
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What is Next for Business?
Timeline for December Year-Ended Companies

30 June 2026 6 Filing of the first GMT return
GMT reporting
(GMT Return &
Notifications)
Issuance of Annual Report for
30 April 2025 () FY 2024 to Bursa Malaysia
IAS 12
disclosures
(proposed . .
Issuance of Annual Report for amendments) Provisions/disclosure
30 April 2024 ()~ - = FY 2023 to Bursa Malaysia for quarterly &
b _ R _ _ annual reporting
Reporting
controls & Other tax/
. . ) ) processes non-ta
1January 2024 () First financial year impacted by GMT on-tex
T _ ] considerations
Data & Impact
technology assessment
Resources
required
NOW
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Client Service Team
Our Lead Service Team

Tan Hooi Beng

Deputy Tax Leader
International Tax Partner
SEA International Tax Leader
Deloitte Malaysia

Office: +603 7610 8843
Mobile: +6017 330 0891
Email: hooitan@deloitte.com

Hooi Beng is the International Tax Leader of Deloitte Malaysia. He has more than 20
years of experience in corporate and international tax.

He has vast experience in advising multinational corporations on corporate structuring
and restructuring, mergers and acquisitions, international offshore financial centres,
business model optimization, tax treaties and cross-border taxation generally.

He has extensive experience in advising Malaysia and multinational companies in
particular in technology, telecommunication, manufacturing, pharmaceutical, chemical,
automotive industries as well as retail / wholesale / direct selling companies.

In recent years, he has been very much involved in BEPS (“Base Erosion & Profit Shifting”)

1.0 and BEPS 2.0 related projects.

Hooi Beng is a Chartered Accountant of the Malaysian Institute of Accountants, a
member of The Malaysian Institute of Certified Public Accountants as well as a licensed
tax agent under the Malaysian Income Tax Act, 1967. He holds a Bachelor of Accounting
from the University of Malaya. Hooi Beng has been listed in the current edition of “The

World’s Leading Tax Advisers” (Euromoney).
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Kelvin Yee
International Tax Director
Deloitte Malaysia

Office: +603 7610 8621
Email: keyee @deloitte.com

Kelvin has more than 10 years of tax experience in providing tax advisory services for
local and multi-national corporations in the manufacturing, services, real estate, oil and
gas, financial institution, hotel, retail, telecommunication and information technology
industry.

Kelvin has vast experience in due diligence exercise, group restructuring, stamp duty
exemption application and tax incentive application.

He also has experience in advising clients on general tax issues, cross-border
transactions, Labuan tax matters, stamp duty issues and real property gains tax matters.

He has advised various clients on OECD Base Erosion and Profit Shifting-related projects
including assignments related to Global Minimum Tax.

Kelvin is a fellow member of the Association of Chartered Certified Accountants and a
Chartered Accountant of the Malaysian Institute of Accountants.
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