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• Change in tax residence 
status for:

o Individuals

o Companies

• Permanent establishment

Potential tax issues during the COVID-19 pandemic 1

• Dual residence

• Immigration issues

• Taxability of employment income 
under domestic law/tax treaty

• Employer’s tax obligations
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Scenario 1:

Social visit turned 
working from home arrangement 
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Facts

• Robert Lee, a Malaysian 

• Works in UK

• Visited relatives in Malaysia on Feb 2020, expected to leave end of 
Mar

• Due to Movement Control Order (MCO), stranded

• Works from sister’s home for UK Co until further notice

• Should be able to leave Malaysia in Sep 

Issues

• Tax resident status

• Dual residence, tie-breaker rule

• Employment income -> derived from Malaysia?

• Domestic tax exemption or DTA protection

• Foreign employer’s tax obligations

• PE risk for UK Co in Malaysia

• International guidance – OECD/ Ireland/ UK/ Singapore/ Australia

UK

Malaysia

Working from 

home

MCO

Social 
Visit

UK Co

(No business entity/ 

office in Malaysia)

Feb – Mar 

Mar – further 
notice

Scenario 1: Social visit turned working from home arrangement
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Scenario 2:

Extended stay (upon completion of Malaysian 
assignment) in Malaysia for personal reasons and 
working from home 
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Facts

• John, a UK citizen, 3-year assignment in Malaysia

• Employment pass expiring in Apr 2020, coincides with employment 
period

• Contract with MY Co will end in Apr 2020, no intention to renew 

• Special request to stay back until Jul 2020, waiting for his son’s school 
term break

• In the interim, working from home in Malaysia for UK Co.

Scenario 2: Extended stay (upon completion of Malaysian assignment) in Malaysia for personal reasons 
and working from home 

MY Co

(3-year assignment)

UK

MalaysiaExtended stay due to 
personal reasons

UK Co

(No business entity/ 

office in Malaysia)

Working from home 
from May to Jul

Issues

• John’s income from May to Jul 2020 -> subject to tax in MY?

• DTA protection?

• MY Co - deemed employer’s obligations?

• UK Co’s PE Risk in Malaysia?

• UK Co tax residency?

• Immigration issues 
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Scenario 3:

Extension of short-term assignment due to MCO
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Facts

• Anthony, ex-Malaysian, holding UK passport

• Employee of UK Ltd

• Travels overseas for short-term projects

• Came in Jan 2020, expected to leave by end of May

• Due to MCO, unable to work at client’s place from 18 March onwards, 
delaying completion of assignment

• Works from mother’s home in KL during MCO.

• Likely only returning to the UK mid-July, as part of his work needs to 
be performed on client premises

MCO

UK

Malaysia

Short-term projects 
(Jan to May 2020)

UK Ltd

(No business entity/ 

office in Malaysia)

18 Mar to mid Jul

Client’s place
Working from 

home

Jan to 17 Mar

Scenario 3: Extension of short-term assignment due to MCO

Issues

• Residence status

• Dual residence 

• Employment income -> derived from Malaysia?

• Dual taxation? Foreign tax credit?

• Creation of PE? 

• Immigration issues
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Scenario 4:

Malaysian company’s employee ‘stranded’ overseas
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Facts

• Suharto, an Indonesian

• To be hired by MY Co 

• Employment commences on 1 Apr 2020

• Work permit approved but pending endorsement (only done upon his 
arrival in Malaysia)

• Due to COVID-19, Indonesia has announced a lockdown and travel ban

• Working from Indonesian home for MY Co from 1 Apr

• Payroll by MY CO starts in Apr

Issues

• Income for duties performed for MY Co in Indonesia be deemed 
derived from MY? Dual taxation?

• MY Co - employer obligations and deduct PCB

• PE Risk for MY Co in Indonesia

Indonesia

Malaysia

Indonesia –

home country

MCO

Employment by MY Co

MY Co

Apr 1 onwards

Scenario 4: Malaysian company’s employee ‘stranded’ overseas
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Recap - Corporate tax issues

Tax issues Points for consideration

Corporate tax 
residency

• Domestic tax law - management and control
• Tax treaty – Place of Effective Management (POEM) 
• OECD Guidance
• Irish/ Australia/ UK Guidance

PE risk under tax 
treaty

• Fixed place PE
• Service PE
• Other types of PE: Construction PE, Agency PE
• OECD Guidance
• Irish / Australia / UK/ SG Guidance
• Non-treaty case?
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Recap - Individual tax issues

Tax issues Points for consideration

Individual tax 
residency

• Implication of resident status vis-à-vis scope of charge
• Quantitative vs qualitative test
• Application of tie breaker rules – Treaty vs non-Treaty countries
• OECD commentaries 

Derivation of 
employment 
income

• General employment derivation rules
• Domestic exemptions vs Treaties exemptions
• Implication of OECD commentaries 

Employer’s tax 
obligations

• Technical vs practical approach
• Viability of compliance of non-resident employer
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Recap - Immigration issues

Immigration issues Points for consideration

Immigration pass 
sponsor’s 
obligations

• Who is considered sponsor, e.g. Employment Pass, Student’s Pass?

• Terms & conditions in an immigration pass endorsement on passport

• Consequences of non-compliance

Immigration
requirement 
relaxation

During & post MCO period
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For more information on the webinar, please contact sungelee@deloitte.com

FAQ on Malaysia stimulus 

package and other key 

information during COVID-19 
Live Webcast | Thursday, 23 April 2020 

2.00 p.m. – 3.00 p.m. 

In Korean language

mailto:sungelee@deloitte.com
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For more information on the webinar, please contact sbmartin@deloitte.com

Responding to COVID-19 -
Employers do’s and don’ts 
Live Webcast | Thursday, 23 April 2020 
3.00 p.m. – 4.00 p.m. 

mailto:sbmartin@deloitte.com
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For more information on the webinar, please contact jleow@deloitte.com

Key fiscal measures under the 
Economic Stimulus Package -
Your questions answered! 
Live Webcast | Friday, 24 April 2020
2.00 p.m. – 3.30 p.m. 

mailto:jleow@deloitte.com
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