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BEPS 2.0 Two-Pillar Approach

Nexus and Profit Allocation

Re-allocate some taxing rights
from home countries to
markets jurisdictions

Pillar 1

Global Minimum Tax (“GMT”) Plllal’ 2

Subject multinational groups to
GMT of 15% regardless of
where HQ is or the jurisdictions
in which they operate
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Overview of Piliar 2 - Global Minimum Tax

Who

MNE Group with

annual revenues > EUR
750 million in at least

2 out of 4 immediately
preceding financial years

Where

Each jurisdiction

How much

Amount required to
achieve 15% effective
tax rate

Responsibility

Ultimate Parent Entity
(“U PE”)
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Top-up Tax Galculation

Covered Taxes

calculated on a jurisdictional basis

— Effective Tax Rate (ETR)
on a jurisdictional basis

. 4

Excess Profit = GloBE Income — x Top-up Tax % = 15% Minimum
Substance-based Income Exclusion Rate - Jurisdictional ETR

GloBE Income
calculated on a jurisdictional basis

<II

(

~

Jurisdictional Top-up Tax = (Excess Profit x Top-up Tax %)
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Substance-based Income Exclusion (SBIE)

GloBE Income

Eligible Payroll Costs 5-10% of eligible
payroll expenditure

. : 5-8% average
Eligible Tangible Assets

Excess Profit
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Top-up Tax Galculation-Example

Fact pattern

* An in-scope MNE Group has 3 wholly owned
subsidiaries in Malaysia, A Co, B Co and C Co

* Financial details as follows:-
MNE Group

A Co B Co C Co Total

(in Malaysia)
Covered Taxes 2,500 2,500 0 5,000
GloBE Income / Loss 10,000 40,300 -300 50,000

Substance-based
Income Exclusion 400 1,000 100 1,500

What is the jurisdictional top-up tax in Malaysia ?

GloBE calculations
Formula

Effective Tax Rate 5,000 / 50,000 10%
Top-up tax % 15% - 10% 5%
Excess Profit 50,000 — 1,500 48,500
Top-up Tax 48,500 x 5% 2,425

KPMG

Top-up tax allocation to each Constituent Entity
(i.e. in-scope entity) in a jurisdiction

GloBE Income of a CE
Top-up Tax for a

jurisdiction Aggregate GloBE Income of all
CEs

- GloBE Income / Loss Top-up Tax of CE
A Co 10,000 482.11
(10,000 / 50,300 x 2,425)
B Co 40,300 1,942.89
(40,300 / 50,300 x 2,425)
C Co -300 0
Total 50,000 2,425.00
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Overview of Pillar 2inMalaysia

Enacted in Malaysia by virtue of gazette of Finance (No. 2) Act on 29 December 2023

Multinational Top-up Tax (MTT)

Income Inclusion Rule (lIR) equivalent — Top-up Tax (TuT) collection mechanism for
Malaysian parent entities on low-taxed entities outside Malaysia.

Domestic Top-up Tax (DTT)

Qualified Domestic Top-up Tax (QDMTT) equivalent — TuT collection mechanism for low-
taxed entities in Malaysia.

Scope and Effective Date

« Applicable to MNE Groups with annual revenue exceeding EUR 750 million threshold.
« Effective from Financial Year (FY) beginning on or after 1 January 2025

No announcement on Undertaxed Profits Rule (UTPR)
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Other Players in ASEAN

O

Vietnam

* lIR and DMTT applicable to FYs
starting on or after 1 January 2024

Singapore

* lIRand DMTT applicable to FYs
starting on or after 1 January 2025

«  UTPR deferred

«  No announcement on UTPR

Thailand

* |IR and DMTT applicable to FYs
starting on or after 1 January 2025

«  UTPR applicable to FY's starting on

Indonesia or after 1 January 2025

* |IR and DMTT applicable to FYs
starting on or after 1 January 2025

*  UTPR applicable to FYs starting on or
after 1 January 2026

O
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G/ Statement on Global Minimum Taxes

G7Statement

On 28 June 2025, the G7 (comprising Canada, France, Germany, ltaly, Japan, the United
Kingdom and the United States) released a statement which outlines a shared
understanding of a “side-by-side” solution to US concerns on Pillar 2




~ Pillar2compliance
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Registration Form One time Once per jurisdiction that has implemented Pillar 2 To be determined depending on each
jurisdiction’s requirements

GloBE Information Annual One central filing (elective), generally filed by UPE, but 15-18 months after close of fiscal year
Return (GIR) can be filed by designated filing entity.

In Malaysia, local CEs to file Notification if GIR is filed
by UPE / designated filing entity of jurisdiction with
QCAA with Malaysia.

Top-up Tax (TuT) Annual To be determined, but expected to have some filing in To be determined depending on each

Returns each jurisdiction with Pillar 2. jurisdiction’s requirements, but likely between
E.g. In Malaysia, each and every CE has to file a TuT local filing deadlines and when the GIR is due.
return (certain jurisdictions allows filing on behalf of E.g. In Vietham, TuT due within 12 months as
other CEs) opposed to usual 15-18 months.

Notification of Filing Annual Filed annually per jurisdiction To be determined, but likely with local GloBE

filing requirements

EHZH 11
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Sections of GIR

3 GloBE Computations

BE Computations — Jurisdi 1al schedules

The Filing Constituant Entity shall complete Section 3 on a junsdictional basis. for each jurisdiction (or subgroup, where relevant) where
exceptions ta the GloBE computation do not apply.

2 Jurisdictional Safe Harbours and
Exclusions

mputation —
Jurisdictional safe harbours an

121678 1 MNE Group Information

The Filing Constituent Entity shall comglete Section 2 on a j
cormputation apphy.

1.1 Identification of the Filing Constituent Entity
Rale wie the Filng CE is & H sricione for Exchange of information [if relevan)
Ty of subipre

|den qroup (il any)

1.2.2 MNE General accounting information

1. Comsalidsied Firancial Stalements of the UPE [ype] | 2 Fire ouning slandarnd wsed for the CFS of the LIPE 3
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Sample TuT Returns (Belgium)

ng van de binnenlan : ISmpit nationa:

Snapshots of Belgium’s draft QDMTT
returns (in Dutch and in French)

Edn subgroe,  tabblad J Un sous-grou) ar oeglet
5.1 Kenmerken van de jurisdictie / 5.1 Caractéristiques de la juridictian

5.1.1 Naam van de jurisdictie f 5.1.1 Dénomination de [a juridiction e ]
5.1.2 Type van de subgroep | 5.1.2 Type de sous-groupe [ 1
513 Idensti sivgroep {513 u soes-groape L 1
52 52

« Eleven (11) pages in total

erekening van de binnenlandse bijheffing / 5 Cakcul de limpdt national complémentaire

521 Binnenlandse bighetfingsboiastingtariet { 5.2.1 Taux dimpot m
Eén subgroep per tabblad / Un sous-groupe par onglet
2.1.a Netto-inkomen of -veri de financitie /5 52 van de jurisdictie / 5.1 Caractéristiques de la juridiction
2.1.b Notto kowalficerend inkomen of verlies | 5.2.1.b Bénédice ad
51.1.c Balasting uit definancie werslagiegging [ 5.2.1.0 Charge d% .1 1 Naam van de jurisdictie / 5.1.1 Dénomination de la juridiction
2
;)

* Information requested amongst others:

1.0 Aargepaste betrokken belastingen (art. 15, 51, WFZ) /521 5.1 3 Type van de subgroep / 5.1.2 Type de sous-groupe
- La Aanin roepsenthsien bedral g g3 e van de subgroep / 5.1.3 Identification du sous-groupe

SR » Details on designated local entity;

5, va /5.2 Calcul du taux d'impét national complémentaire
5.2.1.g Het binnenlincke biheffingsbelastingtarief / 5.2.1.g Tause d'

5.2.1 Binnenlandse bilheffingsbelastingtarief / 5.2.1 Taux dimpét national complémentaire

N - |dentificati f MNE G ;

B == 5.2.1.2 Netto-inkomen of -verlies uit de financiéle verslaglegging / 5.2.1.a Résultat net comptable e n I ICa IO n O ro u p 3
5.2.1.b Netto kwalificerend inkomen of verlies / 5.2.1.b Bénéfice admissible net ou perte admissible nette [A]

53.1.2 Percentage van de bipwetfing {157% - binnenlandsa bijeffings 52.1.c Belasting uit de financiéle versiaglegging / 5.2.1.c Charge d'imp3t exigible comptabilisée dans le résultat net comptable

531 Op bask van substance wigedoten iskcmen /53,10 Bxcus 5.2.1.d Aangepaste betrokken belastingen (art. 15, §1, W P2) / 5.2.1.6 Montant ajusté des impbts concernés (art. 15, 51, P2) el C O r o ra te Stru Ct u re .

5.3.1.c verwingt { 5.3.1.¢ Bénéfice sxcédentaire 521 2 Aan in Belgié igd bedragen art. 19, §1, §3, §4 en §5, W P2, met uitzondering van de aanmerking komende Belgische roerende 161 p y

53 Ld Bl bijhetfing /53 1.d / 5.2.1.e Montants accordés aux entités constitutives établies en Belgique conformément & l'art 19, §1, §3, §4 et §5, L P2, & I'exclusion du précompte mobilier belge éligible

53.1.¢ Binnenlandse bijhefing in presentatiovaluta f 5.3.1.¢ Impat - R R

531 Binnestandse bijheffing in eura {5.3.1 Impte aasional camy_5-2-L Het bedrag van betrakken igen [art. 27, 1', W P2) / 5.2.1.f Mantant des impots nationaux concernés ajustés fart. 27, 17, L P2)
5.2.1.g Het binnenlandse bijheffingsbelastingtarief / 5.2.1.g Taux d'impét national complémentaire

Details on UPE;

54 betrokke 53 van de / 5.3 Calcul de 1

5.4.3 Aan In Belgt gevestigde bedrags 531 bijheffing { 5.3.1 Impét national complémentaire H H .
oy Oy etalls on S/ enuty type
Sk Asn in Belpit 3B 5.3.1.2 Percentage van de bilheffing (15% - )/ 53.1aP de limpét (15% - taux d'impét national compiémentaire) ’

canformémant 3 an. 19,3, L 72 5.3.1.b Op basis van substance uitgesloten inkomen / 5.3.1.b Exclusion de bénéfices liée & Iz substance

5.4, Aan in Bl gevestigde groppsentiteiten toogekende bedrage
confoemément 3 1'art. 19, 84, L P2

5.4.0 Aan in Beigi g

ynnmﬂmxde.spm:gﬂ in Belgh6} / 5.4.d Mostants accordés
il par |2 Beigique sur s distridutions peovenant d'une entiti
s4e K Balgit op uither
izt dune détatbo en Begiqu
5.4.f = 4an in Belgl & gevestigde prospsenthisiten tosgekende bedrag
woerheffing (art. 27, 17, WP2) / 544 = Montants accondds s entip
mbiar beige igible {an. 27, 1%, L P2}

2025 KPMG Tax Services Sdn. Bhd., a company incorporated unc

5.3.1.c Overwinst / 5.3.1.c Bénéfice excédentaire

5.3.1.d Bijkomende binnenlandse bijneffing / 5.3.1.d Impét national complémentaire suppiémentaire

s3le bijheffing in 1 5.3.1.e Impot national dans Iz devise de
5.3.1.f Binnenlandse bijheffing in euro / 5.3.1.f Impdt national complémentaire en euros

5.4 Detail van het bedrag. betrokke: /5.4 Détail du montant des impéts nationaux concemeés ajustés

5.4.3 Azn in Belgié gevestig bedragen art. 19, §1, W P2 / 5.4.3 Montants accordés aux entités constitutives établies en Belgique
conformément & I'art. 19, §1, L P2

5.4.b Aan in Belgia igdh i bedragen art. 19, §3, W P2 / 5.4.b Montants accordés aux entités constitutives établies en Belgique
conformément & l'art. 19, §3, L P2

5.4.c Aan in Belgié o bedragen ig art 19, §4, W P2 / 5.4.c Montants accordés aux entités constitutives établies en Belgique
conformément  Fart. 19, §4, l Pz

5.4.d Aan in Belgie bedragen art. 19, §5, W P2 (incl. roerende voorheffing die door Belgie wordt geheven op uitkeringen van een

groepsentiteit die is gevestigd in Belgi) / 5.4.d Montants accordés aux entités constitutives établies en Belgique conformément 3 l'art. 19, §5, L P2 {y compris le précompte mobilier
prélevé parla Belgique sur les distributions provenant d'une entité constitutive établie en Belgique)

5.4.2 Roerende voorheffing die door Belgié wordt geheven op uitkeringen van een groepsentitait die is gavestigd in Belgié / 5.4. Précompte mobilier prélevé par a Belgique sur les
distributions provenant d'une entité constitutive établie en Belgique

5.4.1 = Aan in Belgié bedrage g art. 19, §1, §3, 64 en §5, W P2, met uitzondering van de aanmerking komende Eelgische roerende
voorhefing [art. 27, 1%, W P2] / 54§ = Mantants accordés aux entités constitutives établies en Belgique conformément 3 Fart 18, §1, §3, 64 et §5, L P2, & lexclusion du précompte
mabilier belge éligible fart. 27, 1°, L P2)

Malaysian law and a member firm of the KPMG global organization of
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<G+ [H
)=[1] in euro / [1}=[1] en
euras

(1]

(2]

131

(4]

(51

[6]= [1]+[2]+[3][4]-[5]

YV V V YV V V VY

Safe harbour;
Elections;
Calculation of QDMTT
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Transitional CbCR Safe Harbour

Safe harbor tests

01 De minimis test

CbCR Revenue of less than €10 million and Definitions
Simplified GIoBE Income of less than €1 million for
the Fiscal Year Qualified CbC Report
CbC Report filed using the Consolidated Financial Statements of the UPE
02 Simplified ETR test or separate financial statements of each Constituent Entity provided, in
broad terms, they are prepared under an authorized accounting standard

Simplified ETR calculation for a jurisdiction by
referring to the Simplified Covered Taxes divided

by the Simplified GloBE Income. The applicable Simplified GloBE Income

.. i i
gl(;]zlrg; ;nn;ﬁiﬁf;ﬁ:&gfi%i?sagsg?r?fi% i1n62AE)26 Profit (Loss) before Income Tax from the MNE’s Qualified CbC Report.
(1} o

and are reliable (Qualified Financial Statement).

Simplified Covered Taxes

Routine profits test Income Tax Expense from the MNE’s Qualified Financial Statements
The amount of the Substance-based Income subject to certain adjustments to exclude taxes that are not Covered
Exclusion is greater than the Simplified GIoBE Taxes as defined in the Model Rules and uncertain tax positions.
Income.




~ Future of
Incentives
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Towhat extent an incentive may contribute
to Top-up Tax?

Tax incentives

Income-based tax Expenditure-based tax

. . . . Grants / subsidies
incentive incentive

Full / partial Reduced tax
exemption rates

Investment Tax Allowance
| Reinvestment Allowance




Tax Summit 2025 A »

Malaysia's State of Play for Incentives

Survey form

Investment Promotion Agencies (“IPAs”)

A Global Minimum Tax Survey Form has been shared by IPAs
in Q1 2024, completed by Q4, 2024.

The survey form has three (3) parts, i.e.:-

» General survey;

» Group information; and

« Company information.

Main objective: to assess the impact of Global Minimum Tax

and the survey form will serve as a basis for renegotiation of
incentives with taxpayers

© 2025 KPMG Tax Services Sdn. Bhd., a company incomporated under Malaysian law and a member firm of the KPMG global organization of
independent memberfirms affiiated with KPMG Intemational Limited, a private English company limited by guarantee. All rights reserved.

CONFIDENTIAL

GMT GENERAL SURVEY FORM

1. How well do you understand the implementation of the GloBE Rules?

1 2 3 4 5
(Not understand) (Fully Understand)
O O ad O O

2. Is your company/group within the scope of GloBE Rules?

O Yes Piease fill in GMT Group Form and/or GMT Company Form

O No

3. The Government of Malaysia through the National Budget 2024 has announced
the implementation of GMT in 2025. How well has your company/group prepared
for GMT?

Background

Name of Ultimate Parent

Entity (UPE)
Country of UPE
Name of Companies within | :
the same group operating Name of No. ROC & Tax Tax Incentive
in Malaysia company Reference No status
(Y/N)
*If yes, please
indicate type

*Each Company that has been granted tax incentives o fill in Form
GMT Company Form

Is the company required to | : Yes / No

Document Classification: KPMG P ublic ‘
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Incentives around the region

National Competitiveness
Enhancement for Targeted
Industries Act

Board of Investment (BOI)-
promoted companies subject
to Pillar 2 will be entitled to tax
credits 30-50% for qualifying
expenditure

BOI-promoted companies can
use the tax credits to offset
their tax liabilities.

Refundable Investment Credit
(RIC)

Awarded on qualifying expenditure
incurred for carrying out qualifying
activities

RIC may be used to offset
Corporate Income Tax, including
Domestic TuT and Multinational
Enterprise TuT

Tax Summit 2025 A »

Investment Support Fund

Investment support for
eligible taxpayers in
targeted industries where
stipulated conditions are
met.

19
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Next Steps

01

Monitorthe
changes to tax
laws

Monitor the implementation of
the Pillar 2 Rules into relevant
jurisdictions’ tax laws

02

Assess theimpact
ofthe Pillar2Rules

Determine whether the group
may potentially be subject to
Top-up Tax

03

Renegotiationof
existing tax
Incentives

Simulations to assess Pillar 2
impact and liaising with
authorities

© 2025 KPMG Tax Services Sdn. Bhd., a company incomporated under Malaysian law and a member firm of the KPMG global organization of
independent memberfirms affiiated with KPMG Intemational Limited, a private English company limited by guarantee. All rights reserved.

04

Accounting
disclosures

Collect appropriate
information to provide
accounting disclosures about
potential exposure

Tax Summit 2025 A »

05

Compliance

Compliance with local Pillar 2

requirements (e.g. registration
/ notification, preparation and
submission of GloBE
Information Return and local
Pillar 2 returns)

Document Classification: KPMG P ublic ‘ 21
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KPMG

Some or all of the services described herein may not be permissible for KPMG audit clients and
their affiliates or related entities.

in f© X

kpmg.com.my/TaxBusinessSummit

The information contained herein is of a general nature and is not intended to address the circumstances of any particular
individual or entity. Although we endeavor to provide accurate and timely information, there can be no guarantee that such
information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on
such information without appropriate professional advice after a thorough examination of the particular situation.

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global
organization.
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