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Malaysia deposits instrument of 
ratification for BEPS 
Multilateral Convention

Malaysia has deposited the instrument of 
ratification for the Multilateral Convention to 
Implement Tax Treaty Related Measures to 
Prevent Base Erosion and Profit Shifting (“MLI”) 
with the OECD on 18 February 2021.

Arising from the deposit of the MLI, the MLI will 
now enter into force for Malaysia on 1 June 
2021. The effective date of the relevant 
provision under the MLI is subject to the date  
of deposit of the MLI instrument of the 
respective DTA partners. 

Entry into force
The MLI will enter into force for Malaysia on 1 June 2021 (the first day of the month following the expiration of  
a period of three calendar months beginning on the date of deposit of the instrument of ratification with the 
OECD).

Entry into effect
The effective dates of the MLI provisions for Malaysian double tax agreements (DTA) which are covered 
under the MLI are generally as follows:

● Withholding taxes: 1st January of the next calendar year after the DTA is modified by the MLI.

● Other taxes: Taxable periods beginning on or after the expiration of a period of six calendar months 
after the DTA is modified by the MLI. 

The “modification date” generally refers to the later of 1 June 2021 and the date on which the MLI enters into 
force for the other DTA partner. Examples of the determination of effective dates for some key Malaysian 
DTAs covered under the MLI is provided in the following pages.

Key MLI provisions applicable to Malaysian DTAs
Malaysia’s final choice of optional provisions under the MLI is consistent with the provisional choices 
indicated at the time of signing of the MLI. The key mandatory and optional provisions of the MLI impacting 
Malaysia are as follows:

● Artificial avoidance of permanent establishment status
● Prevention of treaty abuse
● Mutual agreement procedures
● Corresponding adjustments
● Transparent entities

Please refer to TaXavvy Issue 47/2020 for more information on these provisions.  

https://www.pwc.com/my/en/assets/publications/Taxavvy/2020/pwc-taxavvy-47-mli.pdf
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MLI Signatory Date of deposit 
of MLI 

Date of entry into force Modification date of DTA 
between Malaysia and the 
MLI Signatory

Date of entry into effect for 
WHT under the modified 
DTA between Malaysia and 
the MLI Signatory

Date of entry into effect for 
other taxes under the 
modified DTA between 
Malaysia and the MLI 
Signatory

(1st day of the month 
following the end of 3 months  
from date of deposit of MLI 
with OECD)

(the later of 1 June 2021 and 
the date on which the MLI 
enters into force for the other 
MLI Signatory)

(1st January of the next 
calendar year after a bilateral 
treaty is modified by the MLI)

(Taxable periods beginning on 
or after the end of 6 months 
after a bilateral treaty is 
modified by the MLI)

Malaysia 18 Feb 2021 1 June 2021

Australia 26 Sep 2018 1 Jan 2019 1 June 2021 1 Jan 2022 1 Dec 2021

China Pending Pending deposit of MLI by 
China

Pending

(Date of entry into force for 
China will be the later of the 2 
dates) 

Pending

(1st January of the calendar 
year after the date of entry 
into force for China) 

Pending

(taxable periods beginning on 
or after the end of 6 months 
after the date of entry into 
force for China)

India 25 June 2019 1 Oct 2019 1 June 2021 1 Jan 2022 1 Dec 2021

Ireland 29 Jan 2019 1 May 2019 1 June 2021 1 Jan 2022 1 Dec 2021

Japan 26 Sep 2018 1 Jan 2019 1 June 2021 1 Jan 2022 1 Dec 2021

 Examples of date of entry into effect for some key Malaysian DTAs covered under the MLI
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 Examples of date of entry into effect for some key Malaysian DTAs covered under the MLI (cont’d)

The list of MLI signatories including their respective date of entry into force and choice of optional provisions can be found at the OECD’s website at 
http://www.oecd.org/tax/treaties/multilateral-convention-to-implement-tax-treaty-related-measures-to-prevent-beps.htm 

MLI Signatory Date of deposit 
of MLI 

Date of entry into force Modification date of DTA 
between Malaysia and the 
MLI Signatory

Date of entry into effect for 
WHT under the modified 
DTA between Malaysia and 
the MLI Signatory

Date of entry into effect for 
other taxes under the 
modified DTA between 
Malaysia and the MLI 
Signatory

(1st day of the month 
following the end of 3 months  
from date of deposit of MLI 
with OECD)

(the later of 1 June 2021 and 
the date on which the MLI 
enters into force for the other 
MLI Signatory)

(1st January of the next 
calendar year after a bilateral 
treaty is modified by the MLI)

(Taxable periods beginning on 
or after the end of 6 months 
after a bilateral treaty is 
modified by the MLI)

Malaysia 18 Feb 2021 1 June 2021

Pakistan 18 Dec 2020 1 Apr 2021 1 June 2021 1 Jan 2022 1 Dec 2021

Singapore 21 Dec 2018 1 Apr 2019 1 June 2021 1 Jan 2022 1 Dec 2021

United Kingdom 29 June 2018 1 Oct 2018 1 June 2021 1 Jan 2022 1 Dec 2021

http://www.oecd.org/tax/treaties/multilateral-convention-to-implement-tax-treaty-related-measures-to-prevent-beps.htm


5  |  TaXavvy  | Issue 5-2021

Next steps

In view of the effective dates of the MLI of 1 December 2021 and 1 January 2022, multinational groups of 
companies (MNCs) should start to consider the following:

Review existing business structure and 
operating model in light of the changes 

introduced by the MLI

MNCs resident in countries which do not have a DTA with Malaysia should consider the Place of Business 
rules under Section 12 of the Income Tax Act 1967, as  the IRB broadly adopts provisions which are 
equivalent to the PE rules under the MLI as illustrated in the IRB’s Guidelines on the Application of 
Subsections 12(3) and 12(4) of the Income Tax Act 1967 in Determining a “Place of Business” (refer to 
TaXavvy Issue 38-2020).

Review existing activities which constitute preparatory and auxiliary activities based on the 
permanent establishment definitions under the DTAs before modification by the MLI, taking 

into account the overall activities of entities within the group

Review existing arrangements with 
agents who conduct in-country 

activities on behalf of a principal entity

http://images.insights.pwc.my/Web/PRICEWATERHOUSECOOPERSASSOCIATESSDNBHD/%7B91c594b3-df27-4fc5-bcc3-cdfd6201cdc8%7D_TaXavvy_38-2020_Place_of_Business.pdf
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