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What is Global Minimum Tax and 
why MNCs need to act now
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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.

Overview of Global Minimum Tax

Ultimate parent company

Country A

Ultimate subsidiary

Country B

Low-tax jurisdiction

MNE

The GMT tax rate 
would apply to 
companies with 
over EUR 750M 
annual revenue
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Impact of the change in the tax 
treatment on Foreign-Sourced 
Income (FSI) in Malaysia
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Exemption Orders Relating to Specified FSI

Income Tax (Exemption) (No. 5) Order 2022
[P. U. (A) 234/2022]

All Types of FSI
Received by Individuals, except for individuals 
carrying on a partnership business in Malaysia

Conditions:
• Subject to tax

Dividend Income
Received by:
• Individual carrying on a partnership business 

in Malaysia
• Limited liability partnership
• Company

Conditions:
• Subject to tax
• Headline tax of ≥ 15%
• Economic substance requirement

Income Tax (Exemption) (No. 6) Order 2022
[P. U. (A) 235/2022]
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Recap on BEPS 1.0 and how it 
impacts businesses
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MLI | Key impact areas vis-à-vis Malaysian tax treaties 

For evaluating extent of modification of the Malaysian tax treaty, Malaysia's MLI positions need to be compared with the 
MLI positions taken by its counterpart. 

• A statement of intent that a DTA is to 
eliminate double taxation without 
creating opportunities for non-
taxation or reduced taxation through 
tax evasion or avoidance. 

• Adopt Principal Purpose Test (“PPT”) 
to prevent treaty abuse.

• Broader agency permanent 
establishment (“PE”) rule to apply to 
address artificial avoidance of PE 
status through commissionaire 
arrangements and similar strategies.

• Address avoidance of PE formation 
through specific activity exemptions
and anti-fragmentation rule.

• Malaysia will fully adopt the Mutual 
Agreement Procedures (“MAP”) 
provisions to its CTAs, another 
minimum standard under BEPS 
Action 14. 

Preventing 
tax treaty 

abuse

Widening 

PE scope

Improving 

dispute 

resolution

Key prominent modifications in Malaysian 
bilateral tax treaties
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Action 6: Preventing the granting of treaty benefits in inappropriate circumstances

Was obtaining the benefit one of 
the principal purposes of any 
arrangement or transaction that 
resulted directly or indirectly in 
that benefit?

Eligible for treaty 
benefit

Is granting that benefit in 
accordance with the object and 
purpose of the relevant treaty 
provision(s)?

Not eligible for treaty 
benefit

NO

YES

YES

NO
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Tax implications that could arise 
under the remote working policy
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