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>  Remission of stamp duty on contract
notes for the trading of listed shares
or stocks

Remission of stamp duty on contract notes for the

Overseas developments trading of listed shares or stocks

» OECD releases outcome statement on
the progress of Pillars One and Two of

BEPS 2.0 project Effective from 1 January 2022, the stamp duty on contract notes for

»  European Commission adopts rules the trading of listed shares or stocks was increased from 0.1% to 0.15%
for implementing the Foreign and capped at RM1,000, instead of the previous cap of RM200 (see
Subsidies Regulation (FSR) Special Tax Alert No. 1/2022 and Tax Alert No. 8/2022). Prime

Minister and Finance Minister Datuk Seri Anwar Ibrahim announced last
month that the stamp duty rate would be reduced back to 0.1%,
effective July 2023.

To legislate this, the Stamp Duty (Remission) (No. 3) Order 2023
[P.U.(A) 208] was gazetted on 12 July 2023. The Order reduces the
stamp duty on contract notes for the trading of listed shares or stocks
to 0.1% and caps the stamp duty at RM1,000. The Order is applicable
to contract notes executed from 13 July 2023 to 12 July 2028. The
Stamp Duty (Remission) Order 2022 [P.U.(A) 2022 is also revoked.



Overseas developments

OECD releases outcome statement on

the progress of Pillars One and Two of
BEPS 2.0 project

On 12 July 2023, at the conclusion of the 15"
meeting of the OECD/G20 Inclusive Framework on
Base Erosion and Profit Shifting (BEPS), the
Organisation for Economic Co-operation and
Development (OECD) released a statement reflecting
the agreement reached by 138 of the 143 Inclusive
Framework member jurisdictions on the remaining
elements of their project on addressing the tax
challenges of the digitalization of the economy (the
BEPS 2.0 project).

The July 2023 statement summarizes the Inclusive
Framework deliverables in four areas:

a) The Multilateral Convention (MLC) on Amount A of
Pillar One

b) Amount B of Pillar One

¢) The Subject to Tax Rule (STTR) under Pillar Two

d) Plan for implementation support

The July 2023 statement will be delivered to G20
Finance Ministers and Central Bank Governors at their
meeting in Gandhinagar, India on 17-18 July.

Detailed discussion

Background

In October 2021, the OECD released a statement
reflecting the high-level agreement of Inclusive
Framework member jurisdictions on the core design
elements of Pillars One and Two of the BEPS 2.0
project. Since that agreement was reached, the
Inclusive Framework has released a series of
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significant agreed documents on the global minimum
tax under Pillar Two, including the Model Global Anti-
Base Erosion (GIoBE) Rules, Commentary to the
Model GIoBE Rules, guidance on GloBE Safe Harbors
and GloBE Administrative Guidance. The OECD also
released working drafts on the nexus and profit
allocation rules under Pillar One, as well as the
administrative aspects of Pillar Two, in the form of
consultation documents. These working drafts did not
yet reflect the consensus agreement in the Inclusive
Framework and were released to obtain input from
stakeholders.

July 2023 statement

The July 2023 statement provides an update on the
progress of the remaining work on Pillars One and
Two. The statement has been agreed by 138
members of the Inclusive Framework on BEPS.
Canada, Belarus, Russia, Pakistan and Sri Lanka are
not included in the list of members that have
approved the statement. However, Kenya and
Nigeria, which did not join the October 2021
statement, are now part of this latest statement.

MLC on Amount A of Pillar One

The July 2023 statement indicates that the Inclusive
Framework has developed a text of the MLC for Pillar
One Amount A, setting out the substantive features
necessary for it to be prepared for signature and
including several provisions designed to address the
particular circumstances of developing countries. The
MLC will be accompanied by an Explanatory
Statement setting out the common understanding.
However, the statement indicates that a few
jurisdictions have raised concerns about specific
items in the MLC and efforts are underway to resolve
these issues with the aim of preparing the MLC for
signature expeditiously. According to the statement,
the MLC will be opened for signature in the second
half of 2023 and a signing ceremony will be arranged
by year-end. The statement further references the
objective of having the MLC enter into force in 2025.



The July 2023 statement also addresses the current
standstill agreement on imposing newly enacted
digital services taxes (DSTs) and similar measures,
which runs through 31 December 2023. Under this
statement, subject to the condition that at least 30
jurisdictions, representing a minimum of 60% of the
Ultimate Parent Entities of in-scope Multinational
Enterprises, sign the MLC before the end of 2023,
Inclusive Framework members have agreed to refrain
from imposing newly implemented DSTs or similar
measures on any company during the period between
1 January 2024 and 31 December 2024 (or the date
the MLC enters into force, if earlier). In addition, the
statement indicates that if sufficient progress is made
toward implementing the MLC by the end of 2024,
Inclusive Framework members may agree to extend
this deadline to the earlier of 31 December 2025 or
the date the MLC enters into force.

Amount B of Pillar One

The July 2023 statement indicates that the Inclusive
Framework recognizes that Amount B is a critical
component of the broader agreement on Pillar One
and therefore has reached consensus on many
aspects of the Amount B framework. However, to
ensure the appropriateness of the scope and pricing
framework, further work will be undertaken on
specific aspects:

» An appropriate balance between a quantitative
and qualitative approach for identifying baseline
distribution activities

» The appropriateness of the pricing framework, the
application to wholesale distribution of digital
goods, country uplifts within geographic markets,
and the criteria for using a local database in
certain jurisdictions

A public consultation on this further work on Amount
B will be launched during the week of 17 July 2023,
with comments to be submitted by 1 September
2023.

The July 2023 statement further indicates the
intention that the Inclusive Framework will approve
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and publish a final Amount B report by year-end and
that Amount B will be incorporated into the OECD
Transfer Pricing Guidelines by January 2024. In this
regard, consideration will be given to both the needs
of low-capacity jurisdictions and the interdependence
with the signing and entry into force of the MLC.
According to the statement, the timeline
implementing Amount B will take into account both
these considerations and the time that some
jurisdictions will need to adopt relevant legislative
changes and businesses will need to prepare.

Part Ill = STTR under Pillar Two

The July 2023 statement indicates that the STTR is
an integral part of the consensus on Pillar Two for
developing countries in the Inclusive Framework.
Work has been completed on an STTR model
provision and commentary for incorporating it into
bilateral tax treaties. The STTR will apply to intra-
group interest, royalties and a defined set of other
intra-group payments that includes all payments for
intra-group services. The STTR is subject to certain
exclusions and materiality and mark-up thresholds,
and it will be administered through an ex-post
annualized charge.

The July 2023 statement further indicates that work
also has been completed on a Multilateral Instrument
(ML) together with an Explanatory Statement to
facilitate implementation of the STTR, which will be
open for signature from 2 October 2023. Inclusive
Framework members can elect to implement the
STTR by signing the MLI or bilaterally amending their
tax treaties to include the STTR when asked to do so
by developing countries that are members of the
Inclusive Framework.

These agreed documents relating to the STTR will be
published during the week of 17 July 2023.

Plan for implementation support

The July 2023 statement indicates that the Inclusive
Framework has called upon the OECD Secretariat to
prepare an action plan to support the coordinated



implementation of Pillars One and Two. In particular,
the plan should provide support and technical
assistance to developing countries in coordination
with relevant regional and international
organizations.

Implications

The July 2023 statement reflects the progress made
in the Inclusive Framework's work on Pillars One and
Two. However, work is still ongoing in significant
areas. It is important for companies to follow
Inclusive Framework developments as they unfold in
the coming weeks and months to evaluate the
potential implications for their businesses. In
addition, companies will need to monitor
implementation activity in relevant countries.
Companies may also want to take the opportunity to
engage with policymakers as the work on design and
implementation advances.

European Commission adopts rules for

implementing the Foreign Subsidies
Regulation (FSR)

On 10 July 2023, the European Commission (the
Commission) adopted rules for implementing the
Foreign Subsidies Reqgulation (the Implementing
Regulation). This follows the FSR's adoption by the
Member States and the European Parliament in June
2022 and a public consultation on the draft
implementing rules launched in February 2023. The
Implementing Regulation details procedural aspects
of the implementation of the FSR. It also contains
notification forms for concentrations involving
foreign financial contributions and for foreign
financial contributions in public procurement
procedures.

The FSR aims to prevent distortions of the European
Union's (EU's) internal market that arise as a result of
subsidies from foreign (non-EU) countries. It can
apply to EU as well as non-EU businesses that receive
such foreign subsidies. The term "subsidies" is
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defined broadly and includes contributions, loans,
grants, guarantees and tax benefits. The Regulation
focuses on public procurement procedures and
merger and acquisition (M&A) transactions
(concentrations) that meet certain thresholds in size
and amount of foreign subsidies. If these thresholds
are met, there is a notification requirement (with
standstill obligation) that must be met before closing
a transaction or rewarding a contract in a public
procurement procedure, as well as further scrutiny by
the Commission.

Other market distortions are also in-scope; hence, the
Reqgulation could also apply to smaller acquisitions
under the threshold, for example. The Commission
can impose a range of redressive measures to
address distortions, including requiring repayment of
the foreign subsidy.

The FSR is directly applicable as of 12 July 2023 and
the notification requirements commence on 12
October 2023.

Detailed discussion

Background

On 7 May 2021, the Commission published a proposal
for the Requlation, following an earlier white paper,
dated 17 June 2020. The Council and the European
Parliament subsequently reached a provisional
agreement on the Regulation, which was published on
30 June 2022. The European Parliament voted in
favor of the Regulation on 11 November 2022. On 16
November 2022, the Council (together with the
European Parliament) published an updated version
of the proposal for the Regulation. On 28 November
2022, the Council of the EU formally adopted the
Regulation in accordance with the ordinary legislative
procedure. Later, on 6 February 2023, the
Commission launched a public consultation on the
draft Implementing Regulation with a deadline on 6
March 2023. More recently, in June 2023, the
Commission published a non-binding Q&A on various
aspects of the Regulation.



The adoption of the Regulation and the Commission's
new powers over other countries should be
considered in the context of the growing attention for
the EU's trade relationship with non-EU countries. In
this context, the Commission has raised concerns
about distortions of the EU's internal market caused
by market participants from outside the EU. For
example, procurement bids may be awarded to non-
EU competitors because of subsidies and there are
concerns that non-EU companies may leverage
foreign subsidies to acquire EU companies. This is
especially sensitive if the acquired companies are
active in the high-tech, infrastructure or
pharmaceutical sectors.

The EU already has a comprehensive set of rules
against EY Member States providing distortive State
aid. The Commission is responsible for the monitoring
and enforcing these rules. For example, in recent
years the Commission launched various high-profile
State aid investigations in the area of direct taxation.
The Regulation essentially expands the scope of the
existing State aid rules to also cover State aid
provided by non-EU countries, closing an
enforcement gap and leveling the playing field.

Implementing Regulation and notification forms

On 10 July 2023, the Commission adopted the long-
awaited FSR Implementing Regulation along with two
annexes including the notification forms. The
Implementing Regulation details the reporting
obligations of notifying parties, specifying the
information that needs to be included in the
notification forms for concentrations and public
procurement procedures.

During a public consultation that took place earlier
this year, many businesses and business groups
raised concerns on the compliance burden arising
from the FSR. According to the Commission's press
release, the Implementing Reqgulation addresses
respondents' requests to limit the administrative
burden related to notifications by only requesting
detailed information on foreign financial contributions
most likely to cause distortion.
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More specifically, for concentrations, companies must
report:

» For foreign financial contributions that the FSR
considers to be the most likely to distort the
internal market, detailed information on all
financial contributions of an individual amount of
at least €1 million, granted to the parties to the
transaction over the past three years; these
distortive contributions include those (i) granted
to ailing undertakings, (ii) directly facilitating a
concentration or unlimited guarantees, and (iii)
known as "Article 5 financial contributions"

» For all other foreign financial contributions, an
overview of financial contributions granted to the
notifying party/parties over the past three years,
of an individual amount of a least €1 million and in
relation only to countries that have granted to the
parties to the transaction at least €45 million over
the three years before the concentration, subject
to a number of exceptions

For foreign financial contributions in public
procurement procedures, companies must report:

» For foreign financial contributions, detailed
information on all financial contributions falling
under Article 5 of at least €1 million individually
granted to the notifying party/parties in the three
years prior to the notification

» For all other foreign financial contributions, an
overview of financial contributions granted to the
notifying party/parties of an individual amount of
a least €1 million and in relation only to countries
that have granted each notifying party/parties at
least €4 million per country over the three years
prior to the notification.

The Implementing Regulation also includes guidance
and more details on the following:

» Notification procedures, including the person
entitled to submit a notification and the effective
date of notification

» The Commission's investigation process



» The procedural rights of the parties regarding the
protection of confidential information, access to
files and submission of observations

» The calculation and suspension of time limits for
the provision of information and submission of
commitments

» The transmission and signature of documents by
notifying parties to the Commission through
digital means, where relevant

Next steps

The FSR entered into force on 12 January 2023 and
applies from 12 July 2023. The Requlation is directly
applicable in the EU without transposition into the
domestic laws of EU Member States. As of 12
October 2023, companies will be required to notify
concentrations and participations in public
procurement procedures involving foreign financial
contributions and meeting the relevant notification
thresholds.

Implications

The Implementing Regulation focuses on the
procedural aspects of the FSR and provides insights
on the filing obligations of parties responsible for
submitting the notification (notifying parties). It thus
requires close attention in light of the forthcoming
notifications and application of the rules.

More broadly, the FSR essentially results in an
extraterritorial effect on EU State aid rules in certain
situations. The FSR will have a significant impact for
businesses that receive foreign subsidies and seek to
invest in the EU or participate in public procurement
processes, warranting a timely analysis of the rules.
This includes non-EU businesses as well as EU
businesses that receive subsidies from foreign
countries.

Businesses should review whether they have received
or anticipate receiving contributions that may be in-
scope, including tax incentives provided by third-
country governments. This is particularly relevant not
just for businesses involved in any (future) bids in EU
public procurement and/or M&A processes involving
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the EU, but also for other business activities in the EU
involving foreign subsidies. For M&A specifically,
businesses must consider to what extent the FSR is
already reflected in the M&A process (tax due
diligence) for current and future transactions. As a
notification requirement under the FSR for a specific
transaction will likely be in addition to a merger filing
under the EU Merger Reqgulation, timely preparing the
separate filings will be key. It is also recommended to
assess readiness, especially as data may be required
during FSR procedures with a quick turnaround.



Contact details

Principal Tax

Yeo Eng Ping (EY Asia-Pacific Tax Leader)
eng-ping.yeo@my.ey.com
+603 7495 8288

Amarjeet Singh (EY Asean Tax Leader)
amarjeet.singh@my.ey.com
+603 7495 8383

Farah Rosley (Malaysia Tax Leader and Malaysia Global
Compliance and Reporting Leader)
farah.rosley@my.ey.com

+603 7495 8254

People Advisory Services

Tan Lay Keng (EY Asia-Pacific People Advisory
Services Leader)

lay-keng.tan@my.ey.com

+603 7495 8283

Christopher Lim (EY Asean Immigration Leader and
Malaysia People Advisory Services Leader)
christopher.lim@my.ey.com

+603 7495 8378

Irene Ang
irene.ang@my.ey.com
+603 7495 8306

Cynthia Wong
cynthia.wong@my.ey.com
+603 7495 8129

Business Tax Services

Robert Yoon (EY Asia-Pacific Fixed Assets Services
Leader)

(based in Johor)

robert.yoon@my.ey.com

+603 7495 8332

Bernard Yap
bernard.yap@my.ey.com
+603 7495 8291

Wong Chow Yang
chow-yang.wong@my.ey.com
+603 7495 8349

Chan Vai Fong
vai-fong.chan@my.ey.com
+603 7495 8317

Chua Siong Chee
siong-chee.chua@my.ey.com
+603 7495 8410

Global Compliance and Reporting

Julian Wong (EY Asean Global Compliance and
Reporting Leader and EY Asean Managed Services
Leader)

julian.wong@my.ey.com

+603 7495 8347

Farah Rosley (Malaysia Tax Leader and Malaysia Global
Compliance and Reporting Leader)
farah.rosley@my.ey.com

+603 7495 8254

Asaithamby Perumal
asaithamby.perumal@my.ey.com
+603 7495 8248

Julie Thong
julie.thong@my.ey.com
+603 7495 8415

Liew Ai Leng
ai-leng.liew@my.ey.com
+603 7495 8308

Elias Mohammad
elias.mohammad@my.ey.com
+603 7495 8208

Linda Kuang

(based in Kuching)
linda.kuang@my.ey.com
+6082 752 660

Mark Liow

(based in Penang)
mark.liow@my.ey.com
+604 688 1899

Jaclyn Tan (Payroll Operate Services)
jaclyn.tan@my.ey.com
+603 7495 8404



Contact details

International Tax and Transaction Services

Yeo Eng Ping
eng-ping.yeo@my.ey.com
+603 7495 8288

Amarjeet Singh
amarjeet.singh@my.ey.com
+603 7495 8383

Sockalingam Murugesan (EY Asean Transfer Pricing
Leader and Malaysia Transfer Pricing Leader)
sockalingam.murugesan@my.ey.com

+603 7495 8224

Anil Kumar Puri
anil-kumar.puri@my.ey.com
+603 7495 8413

Andrew Loh
andrew.loh@my.ey.com
+603 7495 8313

Chua Meng Hui
meng-hui.chua@my.ey.com
+603 7495 8261

Sharon Yong
sharon.yong@my.ey.com
+603 7495 8478

Derek Chan
derek.chan@my.ey.com
+603 7495 8336

Florence Tan
florence.tan@my.ey.com
+603 7495 8585

Shalini R Chandrarajah

shalini.chandrarajah@my.ey.com
+603 7495 8281

EY Tax Alert | 17 July 2023

International Tax and Transaction Services (cont'd)

Gary Ling (Transfer Pricing)
gary.ling@my.ey.com
+603 7495 8388

Hisham Halim (Transfer Pricing)
hisham.halim@my.ey.com
+603 7495 8536

Vinay Nichani (Transfer Pricing)
vinay.nichani®@my.ey.com
+603 7495 8433

Indirect Tax

Yeoh Cheng Guan
cheng-guan.yeoh@my.ey.com
+603 7495 8408

Jalbir Singh Riar
jalbir.singh-riar@my.ey.com
+603 7495 8329

Aaron Bromley
aaron.bromley@my.ey.com
+603 7495 8314

Financial Services

Koh Leh Kien
leh-kien.koh@my.ey.com
+603 7495 8221

Bernard Yap
bernard.yap@my.ey.com
+603 7495 8291

Gary Ling (Transfer Pricing)
gary.ling@my.ey.com
+603 7495 8388



Important dates

31 July 2023

31 July 2023

31 July 2023

31 July 2023

15 August 2023

31 August 2023

31 August 2023

31 August 2023

31 August 2023

6" month revision of tax estimates
for companies with January year-
end

9t month revision of tax estimates
for companies with October year-
end

Statutory deadline for filing of
2022 tax returns for companies
with December year-end. A blanket
extension of time has been
provided until 31 August 2023.

Extended 2022 tax return filing
deadline for companies with
November year-end.

Due date for monthly instalments

6" month revision of tax estimates
for companies with February year-
end

9t month revision of tax estimates
for companies with November year-
end

Statutory deadline for filing of
2023 tax returns for companies
with January year-end. A blanket
extension of time has been
provided until 30 September 2023.

Extended 2022 tax return filing
deadline for companies with
December year-end.

EY Tax Alert | 17 July 2023

EY | Building a better working world

EY exists to build a better working world, helping
create long-term value for clients, people and society
and build trust in the capital markets.

Enabled by data and technology, diverse EY teams in
over 150 countries provide trust through assurance
and help clients grow, transform and operate.

Working across assurance, consulting, law, strategy,
tax and transactions, EY teams ask better questions
to find new answers for the complex issues facing
our world today.

EY refers to the global organization, and may refer to one
or more, of the member firms of Ernst & Young Global
Limited, each of which is a separate legal entity. Ernst &
Young Global Limited, a UK company limited by guarantee,
does not provide services to clients. Information about how
EY collects and uses personal data and a description of the
rights individuals have under data protection legislation are
available via ey.com/privacy. EY member firms do not
practice law where prohibited by local laws. For more
information about our organization, please visit ey.com.

© 2023 Ernst & Young Tax Consultants Sdn. Bhd.
All Rights Reserved.

APAC no. 07009948
ED None.

This material has been prepared for general informational purposes
only and is not intended to be relied upon as accounting, tax, legal
or other professional advice. Please refer to your advisors for
specific advice.

ey.com/en_my

Publisher:

Ernst & Young Tax Consultants Sdn. Bhd.
Level 23A Menara Milenium

Jalan Damanlela, Pusat Bandar Damansara
50490 Kuala Lumpur

Tel: +603 7495 8000

Fax: +603 2095 7043



