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In brief 

With effect from January 1, 2016, Australia has introduced Multinational Anti-Avoidance Laws 
(MAAL) that can potentially impact large Japanese companies that sell goods or services directly to 
unrelated Australian customers or businesses.  The Australian Taxation Office (ATO) is currently 
running a program to identify and question those businesses that may be caught by the rules.  

 

 

In detail 

1. MAAL can apply to Japanese companies that meet the following criteria 

The MAAL rules have come into effect in Australia from 1 January 2016.   
 
The rules can apply to Japanese companies where: 
 

 The Japanese company has global revenues exceeding A$1bn (~JYP80bn); 
 

 Sales of products or services are made directly to Australians (unrelated customers or 
businesses); 
 

 The Japanese group has an existing Australian taxable presence such as a subsidiary or 
branch (or has dependant agents); and 
 

 One of the principal purposes of the sales model includes obtaining a "tax benefit".  

 
2. The purpose of the MAAL rules 

The MAAL amends Australia’s existing anti-avoidance rules to introduce an additional new targeted 
anti-avoidance law that applies to multinationals that supply goods or services to unrelated 
Australian customers and record the revenue from those sales overseas.  
 
The law will apply where an Australian related entity of the foreign seller performs activities 
connected with the sales (e.g., marketing services), and it would be concluded that the arrangement 
was entered into with “a principal purpose” of avoiding tax in Australia or reducing their foreign tax 
liability. 
  
Compared with Australia’s pre-existing general anti-avoidance rules, the requirement for there to be 
a principal purpose is a much lower threshold.  This new ‘purpose’ test can be met if ‘one or more of 
the principal purposes’ of the business model or structure contemplates a foreign tax benefit or 
outcome.  This can include the deferral of foreign tax payments or potentially the (accelerated) 
utilisation of foreign tax losses. 
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The law originally was intended to target 30 unnamed multinationals, but the number of taxpayers 
who will be impacted is likely to be much higher than this.  
 
Where the MAAL applies, the foreign entity will be taxed as if it had made the sales through a deemed 
Australian permanent establishment (PE). This means it will be subject to Australian tax on the 
notional profits attributable to the deemed PE, as well as withholding taxes where royalty or interest 
expenses are attributable to the deemed PE. Penalties also will apply on top of these taxes, generally 
at a rate of 100%.  For completeness, it is not likely that the rules will be applied to seek to tax an 
existing Australian subsidiary or permanent establishment for a greater amount. 
 
Observation: The tax and penalty costs to which taxpayers could be exposed under the MAAL are 
potentially significant, and could give rise to material uncertain tax positions that will need to be 
reported in the group’s financial statements. Given the potentially serious consequences, many 
taxpayers are evaluating what action they can take to address the risk of the MAAL applying, and 
whether it is appropriate to approach the ATO to discuss their arrangements. With application from 1 
January 2016, there is limited time available for taxpayers to make changes to address the risk of the 
MAAL applying, so for those taxpayers that potentially are impacted, it is critical to assess the options 
available and decide how to proceed as soon as possible. 
 
3. Where Japanese companies can potentially be affected 

Whilst we wouldn’t typically expect Japanese companies to be the intended recipients of these MAAL 
rules, there may be unintended circumstances where a Japanese company may technically breach the 
rules. 
 
Some examples of factual circumstances that are more likely to attract attention (or require further 
review) include, but are not necessarily limited to, the following: 
 

 Local Australian branch or representative office provides sales and marketing support whilst 
goods or services sold directly from an offshore entity to Australian customers. 
 

 Australian subsidiary company’s personnel substantially negotiate (or conclude) sales 
contract on behalf of Japanese parent with an Australian purchaser.  Goods supplied directly 
from foreign affiliate (group manufacturing facility in low-taxed jurisdiction) to Australian 
customer. 
 

 Japanese MNC has existing Australian presence and has previously also acquired foreign 
subsidiaries through M&A activity.  Subsidiary in a third country (with IP ownership outside 
of Japan) sells goods or services directly into Australian market with or without direct 
assistance from existing Australian presence. 

  



International Tax Services Newsalert 

 
 
 

PwC 
3 

 

Let’s talk 

For a deeper discussion of how this issue might affect your business, please contact: 

PwC Australia 
Freshwater Place, Level 19, Southbank, Victoria, 3006, Australia 
+61 (3) 8603 1000 
www.pwc.com/au 
 

Partner  
David Earl 
61-3-8603-6856  
david.earl@au.pwc.com 

Partner  
Garrick Robinson 
61-3-8603-0169  
garrick.robinson@au.pwc.com 
 

 

 
PwC Tax Japan 
Kasumigaseki Bldg. 15F, 2-5, Kasumigaseki 3-chome, Chiyoda-ku, Tokyo 100-6015 
81-3-5251-2400 
www.pwc.com/jp/e/tax  
 
Director  
Malcolm Moss 
81-80-3728-8538 
malcolm.m.moss@jp.pwc.com 
 

Senior Manager  
Daisuke Shibata 
81-80-9439-2548 
daisuke.y.shibata@jp.pwc.com 
 

 

 
 
PwC Tax Japan, a PwC member firm, is one of the largest professional tax corporations in Japan with more than 570 people. In addition to tax 
compliance services our tax professionals are experienced in providing tax consulting advice in all aspects of domestic/international taxation 
including financial and real estate, transfer pricing, M&A, group reorganisation, global tax planning, and the consolidated tax system to clients in 
various industries. 

At PwC, our purpose is to build trust in society and solve important problems. We’re a network of firms in 157 countries with more than 208,000 
people who are committed to delivering quality in assurance, advisory and tax services. Find out more and tell us what matters to you by visiting 
us at www.pwc.com. 
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