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The Multilateral Instrument (MLI) and its Impact on Tax
Treaties

BEPs recommendations
Milestones
- July 2013
- October 2015

. November 2015

On 24.11.2016 the text of the Multilateral Convention to implement Tax
Treaty Related Measures to Prevent Base Erosion and Profit Shifting —
(MLI)

Implementation -
Multilateral Route
Bilateral Route
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- Development
- Objective
- Functioning

. Timeline
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. Development -
- Drafting from November 2015 to November 2016
- 90 + Countries
. Text + Explanatory Statement —

O 4 BMAltilateral Instrument will savecountries from
multiple bilateral negotiations and renegotiations to
Implement the tax treaty changesin the BEPsproject.
It will help to ensure consistency Iin the
Implementation of the BEPsproject”

Angel Gurria - OECD Secretary General
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Treaties
. Objective
- To amend in an efficient way the 3000 + bilateral tax
treaties.

. To address the international issue of “inappropriate” use
of tax treaties (Article 7)

. Preamble (Article 6)

- Noting the need to ensure that existing agreements for
the avoidance of double taxation on income are
interpreted to eliminate double taxation (...) without
creating opportunities for non-taxation or reduced
through tax evasion or avoidance (including through
treaty-shopping arrangements ...)
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- Functioning

- 39 Articles

. Opt-in and out Clauses (reservation
mechanism)

. Minimum standards (no reservation
possible)
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Examples of Opt-in and opt-out clauses
Article 14 — Dispute Resolution Mechanism (MAPSs)
- Arbitration (Optional)

Article 7 - Prevention of Treaty Abuse
- Principle Purposes Test (PPT) (Ramsay principle)
- Limitation of Benefit clauses (LOBs)

- (Most Complex one Article 28 in US Tax Treaty
Model)

- Mauritius-India DTA and Protocol (Substance test)

- From April 1 2017 until 31 March 2018 - 50%
reduction in tax rate



Minimum stan

A Countries joining the Inclusive

Framework will shape the
Implementation of the minimum
standards:

Action 5 onHarmful Tax Action 6
Practices

Action 6 onTreaty Abuse

Action 13 onlransfer Pricing
Documentation and Country
by-Country Reporting Action 14

Action 14 orDispute
Resolution Mechanisms

Minimum
Standards

Source: OECD

G20/ OECD BEPS agenda and its future developm
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Legal status of the Explanatory Statement of ML

The text of this Explanatory statement to accompany the
Convention was prepared by the participants of the adhoc
Group and in Sub-Group on Arbitration to provide
clarification of the approach taken in the Convention and
how each provision is intended to affect tax agreement ...

Quaere: Does the explanatory statement fall within Article
31(2)(a) of the Vienna Convention on the Law of Treaties

The context for the purpose of the interpretation of a treaty
shall comprise, in addition to the text, including the
preamble and annexes:

(a) any agreement relating to the treaty which was made
between all the parties in connexion with the conclusion of
the treaty:.
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- Time Lines:
* 24 November 2016 — Adoption
* 7 June 2017 - Signature ceremony
* Entry into force — Article 34
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Domesticating the ML

This Convention shall enter into force on the first day
of the month following the expiration of a period of 3

calendar months beginning on the date of deposit of
the 5t instrument of ratification.



Objectives of the “Inclusiv

Enable all countrie$o

A participate in the standard setting Int:rest
process in BEPS related issues \ Deductions ]
i Hybrid Harmful
A implement the BEPS Package oyond o
Practices
Membership Coherence
1 9
. : Digital TP: Capital
A Interested countries who commit to thREPPackage s 8 & Risk
can apply for membership R
: e : Intangibl
A Members will participate on equal footing 15 7 TenEbE /10
Multi- Permanent Other High
A aSYOSNI Attt LI2 feg/ | Yy dzi\ i Rl ge. S
A Meetings arenc Mandstory
parency 11 Disclosure
. Measuring 14
A Firstkyoto June/July 2016 5 Improving
; Monitoring MAP
A Second Parig January 2017 BEPS 13
TP Docu-
A Next Amsterdam June 2017 mentation

A Source: OECD

G20/ OECD BEPS agenda and its future developme
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