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Implementation of BEPS 2.0: IRAS Consults
on Draft Subsidiary Legislation to MNE Bill

Introduction

In February 2024, Singapore announced that it would implement the Multinational Enterprise Top-up Tax
("MTT") and the Domestic Top-up Tax ("DTT") under Pillar Two of the Base Erosion and Profit Shifting
("BEPS") 2.0 initiative. The MTT and DTT will impose a minimum effective tax rate ("ETR") of 15% on the
profits of large multinational enterprise ("MNE") groups from financial years ("FYs") starting on or after 1
January 2025, in line with the Pillar Two Global Anti-Base Erosion ("GloBE") rules.

Since then, the Multinational Enterprise (Minimum Tax) Bill ("MNE Bill") was introduced in Parliament for
First Reading on 9 September 2024 to implement:

1. The MTT, which will impose a top-up tax on constituent entities ("CEs") of MNE groups to which the
MNE Bill applies ("in-scope MNE groups") located in Singapore if the CE (i) is a responsible
member as defined in clause 13 of the Bill); and (ii) has ownership interests in CEs located in
jurisdictions with an ETR of less than 15%.

2. The DTT, which will impose a top-up tax on CEs located in Singapore to raise their ETR to at least
15%.

On 4 October 2024, the Inland Revenue Authority of Singapore ("IRAS") announced a public consultation
titled "Consultation on the Proposed Multinational Enterprise (Minimum Tax) Regulations — GIoBE Safe
Harbours and Transition Rules" ("Consultation"). It covers the proposed subsidiary legislation that will
provide further details on the calculation of the top-up tax, specifically regarding:

1. GloBE Safe Harbours to simplify the compliance process, namely:
e Transitional Country-by-Country Reporting ("CbCR") Safe Harbour;
¢ Qualified Domestic Minimum Top-Up Tax ("QDMTT") Safe Harbour;
e Simplified Calculations Safe Harbour.

2. Adjustments in computing adjusted covered taxes under the transition rules that will apply when an
MNE group first comes within the scope of the GIoBE rules (including MTT or DTT in Singapore).

The Consultation will run from 4 October 2024 to 18 October 2024, and we elaborate on its details below.
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https://www.iras.gov.sg/media/docs/default-source/uploadedfiles/pdf/iras-public-consultation-paper.pdf?sfvrsn=a9a43f4b_6
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GloBE Safe Harbours

GloBE Safe Harbours were introduced by the Inclusive Framework on BEPS ("IF") to address concerns
that the GIoBE Rules might impose a disproportionate compliance burden on certain MNES in respect of
their operations in high-tax and low-tax jurisdictions. These safe harbours will relieve MNEs from

performing full GIoBE calculations in respect of particular jurisdictions if the relevant conditions are met.

The draft Multinational Enterprise (Minimum Tax) (GloBE Safe Harbours) Regulations 2024 ("Safe
Harbour Regulations") will cover the following safe harbours for the purposes of MTT and DTT (where
applicable):

Safe Harbour Effect Applicability
Transitional Allows an MNE Group to avoid undertaking Applies during the transitional
CbCR Safe detailed GloBE calculations in respect of a period for FYs commencing on
Harbour jurisdiction through the use of information or before 31 December 2026

contained in the MNE Group’s Country by- and ending on or before 30
Country Report, where conditions are met June 2028
QDMTT Safe Eliminates the need for an MNE group to Applies only to MTT
Harbour perform a MTT calculation in Singapore, in

addition to the calculation already required
under a QDMTT regime in a foreign jurisdiction

Simplified Reduces the extent of computation an MNE Available to MNE Groups with
Calculations group has to make under the GIoBE rules non-material CEs in a foreign
Safe Harbour through the use of alternative calculations jurisdiction (for MTT) or

Singapore (for DTT)

Among other matters, the Safe Harbour Regulations set out which CEs are eligible for each Safe
Harbour, and the applicable conditions and/or disqualifying conditions.

Transition Rules

The draft Multinational Enterprise (Minimum Tax) (Transition Rules) Regulations 2024 ("Transition Rules
Regulations™) will allow existing deferred tax accounting attributes at the beginning of the transition year
of an entity to be used for purpose of computing adjusted covered taxes.

It will also provide for the transition year to be refreshed for the purposes of computing DTT when (i) a
foreign jurisdiction introduces the GIoBE Rules; (ii) such GIoBE Rules apply to the Singapore entities of
an MNE Group; and (iii) this takes place after Singapore implements the DTT.

When a transition year is refreshed, certain tax attributes under the DTT will be eliminated or re-stated, so
as to ensure that the DTT in Singapore aligns with the tax attributes applied by the foreign jurisdiction
during and after the refreshed transition year.

Definition of transition year

In relation to determining the adjusted covered taxes of a CE (X) of an MNE group, a transition year is
defined in the Transition Rules Regulations as follows:
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Applicability Definition of Transition Year
Under Part 2 of 1. The first FY, whichever is earlier, that:
the MNE Bill e X, or any other CE located in the same jurisdiction, comes within the

scope of the law of any jurisdiction imposing a qualified Income
Inclusion Rule ("IRR") or a qualified Undertaxed Profits Rules ("UTPR");
or
e achargeable entity of that MNE group is liable for MTT in relation to X;
or
2. Where X is eligible for the Transitional CbCR Safe Harbour — the first FY that X
loses its eligibility for it or did not elect to apply it.

Under Part 3 of 1. The first FY, whichever is earlier, that:
the MNE Bill e any CE of the MNE group located in Singapore comes within the scope
of the law of any jurisdiction imposing a qualified IIR or a qualified
UTPR; or
e for which the MNE group is liable to be registered under Part 4; or
2. Where X is eligible for the Transitional CbCR Safe Harbour — the first FY that X
loses its eligibility for it or did not elect to apply it.

For a section 29(b) entity (Y) of an MNE group, a transition year is defined as the
first FY, whichever is earlier, that:

1. Y comes within the scope of the law of any jurisdiction imposing a qualified IIR
or a qualified UTPR; or
2. for which the MNE group is liable to be registered under Part 4.

Further Information
The draft Safe Harbour Regulations and Transition Rules Regulations should be read together with the
published GIoBE Model Rules, Commentary and applicable Administrative Guidance issued by the IF,

which are available here on the OECD website.

For more information on the steps Singapore has taken to implement BEPS 2.0 Pillar Two, please see:

¢ Rajah & Tann Singapore September 2024 Legal Update titled "Bills Introduced in Parliament to
Implement BEPS 2.0 Pillar Two, Amend Income Tax Act"; and

¢ Rajah & Tann Singapore June 2024 Legal Update titled "MOF Launches Two Consultations on
Implementation of BEPS 2.0 Pillar Two, Amendments to Income Tax Act".
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https://www.oecd.org/en/topics/sub-issues/global-minimum-tax/global-anti-base-erosion-model-rules-pillar-two.html
https://sg.rajahtannasia.com/viewpoints/bills-introduced-in-parliament-to-implement-beps-2-0-pillar-two-amend-income-tax-act/
https://sg.rajahtannasia.com/viewpoints/bills-introduced-in-parliament-to-implement-beps-2-0-pillar-two-amend-income-tax-act/
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Rajah & Tann Asia is a network of legal practices based in Asia.

Member firms are independently constituted and regulated in accordance with relevant local legal requirements. Services provided by a

Myanmar
Rajah & Tann Myanmar Company Limited

T +951 9253750
mm.rajahtannasia.com

Philippines
Gatmaytan Yap Patacsil Gutierrez & Protacio
(C&G Law)

T +632 8248 5250
www.cagatlaw.com

Singapore

Rajah & Tann Singapore LLP

T +65 6535 3600
sg.rajahtannasia.com

Thailand
Rajah & Tann (Thailand) Limited

T +66 2656 1991
F +66 2656 0833
th.rajahtannasia.com

Vietnam

Rajah & Tann LCT Lawyers

Ho Chi Minh City Office
T +84 28 3821 2382
F +84 28 3520 8206

Hanoi Office

T +84 24 3267 6127
F +84 24 3267 6128
vn.rajahtannasia.com

member firm are governed by the terms of engagement between the member firm and the client.

This update is solely intended to provide general information and does not provide any advice or create any relationship, whether legally
binding or otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage which

may result from accessing or relying on this update.
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Rajah & Tann Singapore LLP is one of the largest full-service law firms in Singapore, providing high quality advice to an impressive list of clients. We place strong
emphasis on promptness, accessibility and reliability in dealing with clients. At the same time, the firm strives towards a practical yet creative approach in dealing with
business and commercial problems. As the Singapore member firm of the Lex Mundi Network, we are able to offer access to excellent legal expertise in more than
100 countries.

Rajah & Tann Singapore LLP is part of Rajah & Tann Asia, a network of local law firms in Cambodia, China, Indonesia, Lao PDR, Malaysia, Myanmar, the Philippines,
Singapore, Thailand and Vietnam. Our Asian network also includes regional desks focused on Brunei, Japan and South Asia.

The contents of this Update are owned by Rajah & Tann Singapore LLP and subject to copyright protection under the laws of Singapore and, through international
treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly displayed, broadcast (including
storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein) without the prior written permission of Rajah & Tann
Singapore LLP.

Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended to provide a general
guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course of action as such information may not
suit your specific business and operational requirements. It is to your advantage to seek legal advice for your specific situation. In this regard, you may call the lawyer
you normally deal with in Rajah & Tann Singapore LLP or email Knowledge Management at RTApublications@rajahtann.com.
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