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INTERNATIONAL 
TAX 
DEVELOPMENTS

PRESENTATION BY:
DR VEERINDERJEET 
SINGH

NON-EXECUTIVE 
CHAIRMAN, TRICOR 
MALAYSIA



GLOBAL TAX 
DEVELOPMENTS 
– OVERVIEW & 
IMPACT
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INTERNATIONAL TAX DEVELOPMENTS
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Base Erosion & Profit Shifting (BEPS) Package with 15 
Action Plans

15. Develop a 

Multilateral 

Instrument

5. Counter Harmful 

Tax Practices 

More Effectively

4. Limit Base 

Erosion via 

Interest 

Deductions

7. Prevent Artificial 

Avoidance of PE 

Status 

8 – 10. Assure 

Transfer Pricing 

Outcomes are in 

Line with Value 

Creation

11. Measuring and 

Monitoring BEPS

13. Re-examine 

Transfer Pricing 

Documentation

14. Make Dispute 

Resolutions 

Mechanisms More 

Effective

12. Taxpayer to 

Disclose 

Aggressive Tax 

Planning 

Arrangements

1. Address Tax 

Challenges of 

Digital Economy

2. Neutralise

Effects of Hybrid 

Mismatch 

Arrangements

6. Prevent Treaty 

Abuse

3. Strengthen CFC 

Rules



BEPS 2.0: PILLAR 1 & PILLAR 2
– TIMELINE
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2015

• Adoption of BEPS 

package of 15 Actions to 

counter tax avoidance

• Action1 – Digitalisation 

of the economy

2016

• Establishment of the 

OECD/G20 Inclusive 

Framework (IF) on 

BEPS

• Currently comprising 

140 members

• Discussions to address 

the tax challenges of the 

digitalisation of the 

economy

• Release of “blueprints” 

for a 2-pillar solution in 

Oct 2020

October 

2021

Target dates for 

development of 

model legislation, 

etc for the 

implementation of 

the 2-Pillar Solution

2022 20232017 to 

2020

• 136 IF members join the 

Statement on the 2-Pillar 

Solution with a Detailed 

Implementation Plan

July 

2021

• Over 130 IF members 

join the Statement on 

the 2-Pillar Solution 

Target date for the 

implementation of 

the 2-Pillar 

Solution



BASE EROSION AND PROFIT SHIFTING (BEPS) 

BEPS 1.0

To provide a 

consensus-based 

long-term solution

Divided into two 

pillars

BEPS 2.0

To ensure fairness & equity 

in tax systems 

Reforming international tax 

framework due to new 

business models

REASONS

BEPS Project 

implemented by 

OECD

To address tax 

challenges of the  

digital economy 

(Action 1)

Difficulties faced in 

reaching a consensus 

under BEPS Action 1

1 2
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Pillar

1

Pillar

2



BASE EROSION AND PROFIT SHIFTING (BEPS) – PILLAR 1

❖ Focus on nexus rules & profit allocation

❖ Allocate greater share of residual profits to 

market jurisdictions by using a nexus rule 

without reference to physical presence in a 

country

❖ Who decides? What if there are disputes 

between countries?

❖ Applies to multinational groups that have 

more than €20bil (RM97bil) in global 

turnover & profit above 10% (i.e. PBT / 

Revenue)

❖ Unlikely to impact any Malaysian corporate 

group

20

Pillar 
1



BASE EROSION AND PROFIT SHIFTING (BEPS) –
PILLAR 2

Focuses on other challenges by ensuring large companies pay 

a minimum level of tax

Set a global minimum tax rate of 15%

For MNCs which meet or exceeds annual gross revenue ≥ 

€750mil (RM3.6bil)

Effective from Year 2023 (Expected)

Pillar 2
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Future of tax incentives? 

May no longer be very 

effective…..



BASE EROSION AND PROFIT SHIFTING (BEPS) –
PILLAR 2 (CONT’D)

MNCs enjoying tax incentives & low effective tax rate in Malaysia  

• Subject to a “top-up” tax in their home jurisdiction 

• Tax incentive is neutralized at the group level

Malaysia should re-look at its approach to tax incentives

Improve sustainable investment factors & enablers.

To look at non-tax incentives/ assistance, business friendly 

policies,etc.

Pillar 2
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EU WATCHLIST (“GREY LIST”)

01 06

05

0403

02

Impacts countries that receive 

passive foreign-sourced 

income, such as dividends, 

interest and royalties

Malaysia proposes to 

remove its exemption of 

tax on all foreign income

Required to commit to 

EU’s request by 31 

December 2022

Why not consider the way 

Hong Kong responded to 

their inclusion in the “Grey 

List” by implementing 

substance requirements

Once the commitment is 

fulfilled, Malaysia will be 

removed from the “Grey 

List”

Fundamental change to 

Malaysia’s tax system –

Knee-jerk reaction?
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EU 

WATCHLIST 

(“GREY 

LIST”)



WAY FORWARD

May need to reform 

the tax system

Does not mean 

Malaysia cannot provide  

low tax rates or tax 

incentives

The Government tax 

policy makers need 

to consult all 

stakeholders

Need a clear 

position on the 

matter
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Labuan IBFC Development

1990 1996 2010 2013 2019

Labuan declared as 
an International 
Offshore Financial 
Centre

Established Labuan 
Offshore Financial 
Services Authority -
LOFSA

Whitelist on OECD 
with holistic 
legislation 
framework

Repositioned as a 
MIDSHORE centre

Amendment of 
LBATA and 
substance 
requirement
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Labuan Structures

✓ Fund Raising – Cash flow

✓ Captive Insurance - Cost 
optimization  

✓ Private Foundation -
Protection for loved ones
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Fundraising Through Labuan
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Partnership Structure

Labuan 
Limited 

Partnership 
(LP)

General 
Partner

Limited 
PartnerLabuan Limited Partnership (LP)

➢ General Partner manages the
operation, personally responsible for
the liabilities

➢ Limited Partner (Investors) to
contribute funds with no voting rights

Labuan Limited Liabilities Partnership (LLP)
➢ Designated Partner & Limited Partner 

manages the operation together. 
➢ Joint-Venture business, shielded from 

liability for partnership obligations
➢ Mostly used for professional services 

providers
Projects / 

Investments 
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Sdn BhdLabuan Co

Funding

Fund from foreign investors 

Shareholding 

✓ ≥ 50 investors where the initial investment of each is not less than 
RM500,000 or equivalent in any foreign currency; 

✓ ≤50 investors where the initial investment is not less than RM250,000 
or equivalent in any foreign currency; 

✓ Prospectus or information memorandum lodge to LFSA

Private Fund Structure
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Fintech Licenses in Labuan
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Credit Token License

Credit Token 
License Company

Smart 
Contract

Investors

Token issued / 
redemption

Investment / 
Funding

Project 
Developments

Redeem the services / Products 

Investor 
protection

Shareholding / 
Investments
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Labuan Captive Insurance
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Labuan Captive Insurance

FLOW 
BACK

CAPTIVETRADITIONAL
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Comparison between Traditional and Captive Insurance Insurance
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Captive Review Awards

Labuan IBFC won the ‘International Captive Domicile” Award at 
the European Captive Review Awards 2021



Labuan Private 
Foundation
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Private Foundation

Trust         

Protection & Privacy

Management & Operation

Labuan Private 
Foundation 100% Control

Flexible

Cost Effective
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Mr and Mrs Tan Family

1% share 1% share 49 % share 49 % share

Sdn Bhd

FGH PLC

Group of 
Compani

es

Controlling entity

Mr
Tan

Mrs
Tan

Jaso
n

Jenn
y
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Mr Wong Family

Mr Wong

Mrs Wong

Labuan Foundation

Founder and 
beneficiaries 

Group of Beneficiaries 

IJK PLC

Group of 
Compani

es

100% control of Mr. 

Wong’s PLC Shares

Youngest son 
(Minor/Current wife)

Eldest son (Ex-wife) Daughter (Ex-wife)

ESOP Trust
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Ultimate Investment Holding Structure

✓ Risk of Dilution Vs Control

✓ Claims Vs Protection

✓ Family Tussle Vs Family Governance 

FGH PLC 

Sdn Bhd

Group of 
Companies

Labuan Foundation

IJK PLC 

Group of 
Companies
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Thank you
Please direct any enquiries to:

Ms. Catherine YUAN
Catherine.Yuan@my.tricorglobal.com

+6012 203 1143

Disclaimer: This presentation should not be regarded as offering a complete explanation of the matters referred to and is subject to changes in law. It is not intended to be a substitute for detailed research or the 
exercise of professional judgment. Tricor Labuan cannot accept any responsibility for loss occasional to any person acting or refraining from action as a result of any material in this presentation. The 
republication, reproduction or commercial use of any part of this presentation in any manner whatsoever, including electronically, without the prior written permission from Tricor Trustco (Labuan) Ltd. is strictly 
prohibited. Copy Rights Reserved. 

Labuan Foundation
Mr Andrew Tan
Andrew.Tan@my.tricorglobal.com
+6012 608 9809

Labuan License
Mr Elham
Wan.Elham@my.tricorglobal.com
+6012 928 8565

Labuan.klmo@my.tricorglobal.com

mailto:Labuan.klmo@my.tricorglobal.com


TRANSFER 
PRICING UPDATE 
– IMPORTANCE 
OF COMPLIANCE PRESENTATION BY:

LEOW MUI LEE

SENIOR EXECUTIVE 
DIRECTOR, TRICOR 
TAXAND

24 November 2021



TRANSFER PRICING LEGISLATION
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Where a person enters into a transaction with an associated 

person for the acquisition or supply of property or services, that 

person shall determine and apply the arm’s length price

Where the DG has reason to believe that the transacted price 

is either less than or greater than the price in a transaction 

between independent persons, he may in the determination of 

the chargeable profit of the person substitute the price in

respect of the transaction to reflect an arm’s length price

Section 17D
LBATA 1990

w.e.f YA2020



ARM’S LENGTH PRICE
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The transfer price should not differ from the prevailing 

market price for a comparable transaction
Arm’s Length 

Principle



TRANSFER PRICING LEGISLATION
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Associated Person
Persons one of whom has control over the other; or

Persons both of whom are controlled by some other person

Section 17C(6)(a) definition of “control”

– A person shall be taken to have control over the other if he exercises 

or is able to exercise or is entitled to acquire control (whether direct or 

indirect) over the company’s affairs and in particular,..if he possesses 

or is entitled to acquire the greater part of share capital or voting

Control



TRANSFER PRICING LEGISLATION
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What is ‘control’?

Section 17D(5) definition of “control” – w.e.f. YA 2020

– Refers to persons one of whom own shares of the other person, or a third person who owns 

shares of both persons, where the percentage of the share capital held in either situation is 

twenty per cent or more and –

a. The business operations of that person depends on the proprietary rights, such as 

patents, non-patented technological now-how, trademarks, or copyrights, provided by the 

other person or a third person;

b. The business activities, such as purchases, sales, receipt of services, provision of 

services, of that person are specified by the other person, and the prices and other 

conditions relating to the supply are influenced by such other person or a third person; or

c. Where one or more of the directors or members of the board of directors of a person are 

appointed by the other person or a third person.



TRANSFER PRICING LEGISLATION
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Section 17D(5) definition of “control”

> 20%

Business operations of B are dependent on IP 

provided by A

Intellectual 
Property (“IP”)

Shareholding > 20%Control

• B’s business activities (e.g. purchases, sale, receipt 

/ provision of service) are specified by A; and

• Pricing and related T&Cs are influenced by A.

Business 
Activities

1 or more of B’s BOD is appointed by A
Appointment of 

Board of Directors 
(“BOD”)

OR

OR

w.e.f. YA 2020

Entity

A

Entity

B



CONTROLLED TRANSACTION - EXAMPLE
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Substance requirement:              

- 2 FTE

- RM100,000 annual operating

expenditure in Labuan

Substance requirement met:   

Chargeable profits @ 3%

Substance requirements not met:

Chargeable profits @ 24%

Co X 
Labuan Co

(Leasing)

Holding 100%

Lease 

payment

Lease asset

Must meet arm’s 

length 

requirement



TPD – BASIS FOR ARM’S LENGTH POSITION
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Controlled  

transactions
• Who is Labuan Co transacting with? 

• Where are related companies 

located? 

Business strategies 

& pricing policy
• Factors that influence the setting of 

prices 

• Strategies and related assumptions

Selection of TP 

method
• Which of the 5 methods are applied?

• Basis for selection

FAR analysis
• Comparability, functions, assets &

risks analysis

Organisational 

structure 
• Includes organization chart

Benchmarking
• Where TNMM is selected, external 

benchmarking required in 

determining arm’s length price

Business 

description
• Details of business activity, industry

and market conditions

02

03
04

05

06

07
08

01

Other documents
• Intercompany agreements, basis

to support transfer pricing analysis



PENALTY FOR FALSE DECLARATION
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Section 25 –

Where any person willfully or negligently makes an 

incorrect or false statutory declaration under section 5, or 

10, he shall be guilty of an offence and shall, on conviction, 

be liable to a fine not exceeding one million ringgit or to 

imprisonment for a term not exceeding three years or to 

both



DISCLAIMER

1. These presentation materials contain general information only based on

our understanding of the tax position under current tax legislation and the

related practice thereof, all of which are subject to change, possibly on a

retrospective basis. We are not obligated to update the presentation slides

for any future changes.

2. Independent professional advice should be obtained on any tax matters as

the consequences / implications may differ depending on the facts and

circumstances of each case.

3. No part of the presentation materials may be disclosed to third parties or

copied, reproduced or transmitted by any means, extracted, quoted or

included in any other document or communication without our prior

consent.
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ABOUT 
TAXAND
Taxand is the world’s largest independent tax 

organisation with more than 550 tax partners and over 

2,500 tax advisors in 50 countries. Taxand focuses on 

delivering high quality, integrated tax advice, free from 

conflict creating audit work. Taxand advisors work 

together to deliver global tax services for clients.

Taxand is a global organisation of tax advisory firms. 

Each firm in each country is a separate and 

independent legal entity responsible for delivering client 

services.

© Copyright Taxand Economic Interest Grouping 2020

Registered office: 1B Heienhaff, L-1736 Senningerberg

– RCS Luxembourg C68 

www.taxand.com
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THANK YOU

TRICOR TAXAND SDN BHD

Leow Mui Lee
mui.lee.leow@my.tricorglobal.com 

Tricor Taxand Sdn Bhd is part of the Tricor Group, the leading 

business expansion specialist in Asia, with global knowledge 

and local expertise in business, corporate, investor, human 

resources & payroll, and corporate trust & debt services. 

Tricor provides the building blocks for, and catalyzes every 

stage of your business growth, from incorporation to IPO.

The Tricor Group has a dominant footprint in Asia Pacific and 

a strong global presence.  The Group operates in 21 

countries / territories and across a network of 47 offices.

For more information, please visit www.tricorglobal.com

Unit 30-01, Level 30, Tower A, 
Vertical Business Suite, 
Avenue 3, Bangsar South, 
No.8, Jalan Kerinchi, 
59200 Kuala Lumpur
T: +603 – 2783 9191
www.tricortaxand.com
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http://www.tricorglobal.com/
http://www.tricorglobal.com/


THANK YOU FOR JOINING OUR WEBINAR


