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Transfer pricing documentation - New ‘check the box’ requirement

With effect from the year of assessment (YA) 2014, taxpayers are required to confirm whether
transfer pricing documentation has been prepared with the inclusion of a new check box (Box
R4) in the income tax return form C for the YA 2014.

Who are affected

The Income Tax (Transfer Pricing) Rules 2012 and the Transfer Pricing Guidelines 2012 (the
TP Guidelines) require persons who undertake related party transactions domestically and
across borders to prepare contemporaneous transfer pricing documentation. Persons
carrying on a business with gross income of RM25 million or less with a total amount of
related party transactions of RM15 million or less; or persons providing financial assistance of
RM50 million or less* may opt for simplified transfer pricing documentation.

Exclusions

Transactions between persons who are assessable to tax in Malaysia and where it can be
proven that any adjustments made under the TP Guidelines will not alter the total tax payable
or suffered by both persons are however excluded. However in practice, the onus is on the
taxpayer to demonstrate that these arrangements do not have an effect of altering their total
tax.

Contemporaneous transfer pricing documentation

Transfer pricing documentation is contemporaneous when it is prepared at the time the
related party transaction is being developed or implemented; and where existing transfer
pricing documentation is updated prior to the due date for filing of income tax return for that
YA on material changes to the related party transactions.
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Issue 3/2014 With the corporate tax filing deadlines for the YA 2014 fast approaching, taxpayers must
quickly assess their level of readiness in meeting the IRB transfer pricing documentation
requirements.

As a checkpoint, taxpayers should ensure that appropriate transfer pricing documentation
for each particular year of assessment is in place.
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