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Let's understand MLI through a small conversation between a Mother and a
Child which occurs in Indian Household
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1. Minimum Standards

* Minimum standards are bare minimum recommendations of the OECD and BEPS
Project.
« Mandatorily needs to be adopted by the signatories to MLI (except in Limited

cases)
You have to Drink if
you want to Play

I don't want to
! Drink Milk

-

Minimum Standards are Mandatorily to adopt if any Country
wants to adopts MLI just like a Glass of Milk

Example of Minimum Standards are Article 6:Purpose of the CTA and
Article 7: Prevention of Treaty abuse




Point to Remember

Case when we can opt out of Minimum
Standard?
We can opt out only in limited
Circumstances where:
a) Existing CTA already have adequate
provision similar to minimum standard

~ or

b) When it is willing to negotiate a
comparable provision with treaty partner
on a bilateral basis

\




2. Reservations

Flexibility to opt out of a provision if it is not a minimum standard.

) . Provisional List — At Final List- While
List to_be s.ubmltted to e (e @ S e filling the ratified
Depositary: the MLI Copy of MLI

Reservations can be withdrawn or replaced at any time by
notifying depositary

No other reservation can be made except which are specified in
MLI Article.

If a country choose to reserve an entire MLI article, such shall
apply to all the tax treaties notified. Thus, Reservation is qua each
article and not qua country
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Example of Reservation
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If you don't want
to eat sweets,
Don't eat

| don't want to
Eat Sweets

Reservations are like sweets, you can choose to opt out if you don't
want to apply the same.




3. Optional Provisions

 Option to choose amongst the various
alternatives provided in certain provisions
and clauses of MLI

* Any option apply to any CTA only in case
when both the parties had selected same
option.

» If both parties choses different options none
of the option will apply to relevant CTA.

» Selected option operates qua all the
countries.
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~ Example of Optional Provision >

I don't want to
Eat Karela. | will
it paneer

You can choose among
Karela and Paneer

Optional provision are similar as Karela and Paneer you can choose
among the various options available.
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Compatibility Clauses

Defines the relationship between the MLI and the provisions of a

MLI provision applies

MLI . CTA In place of
et Applies to or
- modifies
— |n the absence of
L 2

In place of or in the
absence of
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Types of

Compatibility When applicable
Clause

Existing CTA provision is

In place of
replaced
There is an existing
Applies to provision in the CTA Application of an existing
or provision is amended without
Modifies replacing it

The provision is absent in | The provision is added to the

In absence of the CTA CTA

The existing provision is
replaced / superseded

In place of L
or The provision is present or
or absent in the CTA MLI provision is added to CTA
In absence of ) L
(in absence of existing
provision)
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How to determine applicability of MLI provision to tax treaty ?

— (=

Whether the
country

NO

\ 4
Provisions of

L is a signatory to
MLI?

YES

existing treaty to <
apply
S

A

NO
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Reservation made

by
S either of the

countries

vis-a-vis the Article

Optional provision
l EI opted
= by both the

countries

hether the treaty
with India is |
notified as
L CTA YES

Whether the Article
is a minimum
standard??

YES

_)( P

to

rovisions of MLI
apply




Documents can be referred for Interpretation of MLI

Basic Documents:

BEPS Action Plan 15
Explanatory Statement to MLI
MLI Positions adopted and
deposited by Various MLI
signatories with OECD

Report on BEPS Action Plan
2,6,7,14

Existing tax treaty

OECD Model Convention of Tax
treaty and OECD Commentaries
Synthesized text of MLI
between parties to CTA

Other Documents available on OECD
website:

» List of Signatories and parties to MLI

 Frequently Asked Questions (FAQSs)
on MLI

 Flow chart on matching of
reservations and notifications of MLI

 Legal note on functioning on MLI
under public international law

« Step by step on applying the MLI

 MLI Matching Database

Link of OECD Website: https://www.oecd.org/
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https://www.oecd.org/

Reference of Previous SITG of MLI for beginners
Series

S.NO Particulars Link
1 Basic (BEPS) Click here
2. Introduction to MLI | Click Here
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https://jainshrimal.com/mli-part-1-basics-beps/
https://jainshrimal.com/mli-for-beginners-introduction-to-mli/

Disclaimer

O This presentation has been prepared on the basis of information available in the public
domain and is intended for guidance purposes only.

A Jain Shrimal & Co. has taken reasonable care to ensure that the information in this
presentation is accurate. It however accepts no legal responsibility for any consequential
incidents that may arise from errors or omissions contained in this presentation.

O This presentation is based on the information available with us at the time of preparing the
same, all of which are subject to changes which may, directly or indirectly impact the
information and statements given in this presentation.

O Neither Jain shrimal & co., nor any person associated with us will be responsible for any loss
howsoever sustained by any person or entity who relies on this presentation. Interested
parties are strongly advised to examine their precise requirements for themselves, form their
own judgments and seek appropriate professional advice.
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