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Reduction of penalty and waiver of increase in taxes

Pursuant to the recent announcement by the Prime Minister during the Budget 2016 recalibration,
the Inland Revenue Board (IRB) has issued a guideline and media release, both dated 10 February
2016, to explain the offer to reduce penalty and waive increase in taxes.

The offer for reduction / waiver is valid from 1 March 2016 to 15 December 2016. Each
application will be considered based on the facts, merits of each case, and conditions as prescribed
by the IRB.

The salient points of the guideline are as follows:
1. Reduction in penalty

The offer for reduction in penalty applies to the following situations:

 taxpayers who have not submitted income tax returns (i.e. income tax return forms (ITRF) or
petroleum return forms (PRF)) for backlog years of assessment,

 taxpayers who have submitted incorrect ITRFs or PRFs,
 disposers who have failed to report disposal of real property within the prescribed period,

+ payers of stamp duty who have failed to submit the instruments for stamping within the
prescribed timeframe,

 tax audit and investigation cases.

The conditions for reduction in penalties are as follows:

Situation Condition Reduced Payment period
penalty rate

Voluntary Applicable to all categories of tax files. 15% Full settlement within 30 days from
disclosure . Voluntary discl bef the date of notice of assessment
oluntary disclosure betore or signing of letter of undertaking,

pomm_enc.ement of tax audit / for audit case or investigation case
investigation.

respectively.
¢ Voluntary disclosure, via submission of
backlog ITRFs / PRFs or amendment 20% Settlement via not more than 6
to incorrect ITRFs / PRFs, must be instalments from the date of notice
made within the offer period (i.e. 1 of assessment or signing of letter
March 2016 to 15 December 2016). of undertaking, for audit case or

. investigation case respectively.
e Taxpayer must sign the letter of 9 P y

undertaking and agreement to pay.
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Situation Condition Reduced Payment period
penalty rate

Tax audit case .

Investigation
case

Applicable to all categories of tax 25%
files.

Applicable to audit cases which are
settled during the period 1 January

35%
2016 to 15 December 2016.

Taxpayer receives offer letter for
penalty reduction and agrees to sign
letter of undertaking and agreement
to pay.

Applicable to the following: 25%

Cases under investigation as at 31
December 2015 and settlement
agreed via signed agreement / letter
of undertaking on or before 31 July
2016, or

35%

Investigation cases which
commence from 1 January 2016
and settlement agreed via signed
agreement / letter of undertaking on
or before 15 December 2016, or

Best judgement assessments due to
disagreement by taxpayers on the
rate of penalty imposed under
subsections 112(3) or 113(2) of ITA.
Settlement agreed via signed
agreement / letter of undertaking on
or before 15 December 2016. This
offer is valid even though Form Q
may have been submitted.

Predicated cases investigated
together with Anti-Money
Laundering, Anti-Terrorism
Financing and Proceeds of Unlawful
Activities Act 2001 case which meet
the conditions of the above
paragraphs.

Settlement of additional tax and
penalty within 30 days from the
date of notice of assessment.

Settlement of additional tax and
penalty via not more than 6
instalments.

Full settlement on the date of
agreement / signing of letter of
undertaking by the taxpayer.

Upfront payment of 50% on the
date of agreement / signing of
letter of undertaking by the
taxpayer, and balance to be
settled via not more than 6
instalments.
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Situation Condition Reduced Payment period
penalty rate

Investigation
case

Real property .
gains tax

Stamp duty

Voluntary disclosure within 14 days
from the date of inspection visit

Applicable to disposers who failed to
report disposals within the
prescribed timeframe.

Application must be made within the
offer period.

Disposers must sign letter of
undertaking and agreement to pay.

The instrument must be submitted for

stamping within the offer period.

2. Waiver of increase in tax

20%

25%

5%

8%

5%

10%

Full settlement on the date of
agreement / signing of letter of
undertaking by the taxpayer.

Upfront payment of 50% on the
date of agreement / signing of
letter of undertaking by the
taxpayer and balance to be settled
via not more than 6 instalments.

Full settlement within 30 days from
the date of signing of letter of
undertaking.

Settlement via not more than 6
instalments from the date of
signing of letter of undertaking.

Stamping (i.e. payment of duty) is
made between 1 March 2016 to 30
June 2016.

Stamping (i.e. payment of duty) is
made between 1 July 2016 to 15
December 2016.

The offer for waiver of increase in tax is applicable to taxpayers who settle the increase in income
tax, petroleum income tax, real property gains tax or withholding tax by 15 December 2016.

The conditions of the offer for waiver of increase in tax are as follows:

a) Taxpayer has tax in arrears, or

b) Taxpayer has failed to remit withholding tax together with its corresponding increase in tax,

or

¢) Taxpayer has balance of tax in arrears and not just the increase in tax, or

d) Taxpayer who has been granted a similar waiver previously but have yet to make full

settlement,

e) Taxpayer has not been issued with liquidation / bankruptcy notices by the Courts.
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* The waiver will be implemented as follows:

a) Only the increase in taxes under the provisions as listed under paragraph 4 of the guideline
will be eligible for consideration.

b) Settlement via lump sum payment or in equal instalments will be considered until 15
December 2016

c¢) If a particular case is under civil suit, the waiver will be subject to full settlement of cost or
interest (if any) imposed by the courts.

d) Waiver of increase in tax will only be given after full settlement of taxes in arrears.

» The guideline also provides examples to illustrate various scenarios.

The guidelines is available on IRB’s website www.hasil.gov.my (Internal Link > Operational
Guidelines). The guideline is only available in the Malay language.

Special personal tax relief

The Income Tax (Exemption) Order 2016 was gazetted on 17 February 2016. The gazette order
provides a special relief of RM2,000 to individuals with monthly income of RM8,000 (aggregate
income of RM96,000 or less) as proposed in the Budget Recalibration.

Tax finalisation letter for employee

IRB has issued an operational guideline dated 12 February 2016 which explains the application
procedure by an employer for tax finalisation of an employee upon cessation of employment,
retirement, death or leaving Malaysia.

The guideline is available on IRB’s website www.hasil.gov.my (Internal Link > Operational
Guidelines). The guideline is only available in the Malay language.
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| Let’s talk

Our offices Name Email Telephone
Kuala Lumpur Jagdev Singh jagdev.singh@my.pwc.com +60(3) 2173 1469
Penang / Ipoh Tony Chua tony.chua@my.pwc.com +60(4) 238 9118
Johor Bahru Benedict Francis benedict.francis@my.pwc.com +60(7) 2224448
Melaka Teh Wee Hong wee.hong.teh@my.pwc.com +60(3) 2173 1595
Au Yong paik.hup.au@my.pwc.com +60(6) 283 6169
Labuan Jennifer Chang jennifer.chang@my.pwc.com +60(3) 2173 1828
Our services Name Email Telephone

Corporate Tax Compliance
& Planning

= Consumer & Industrial
Product Services

Theresa Lim
Margaret Lee

theresa.lim@my.pwc.com

margaret.lee.seet.cheng@my.pwc.com

+60(3) 2173 1583
+60(3) 2173 1501

* Emerging Markets Fung Mei Lin mei.lin.fung@my.pwc.com +60(3) 2173 1505
= Energy, Utilities & Mining Lavindran Sandragasu  lavindran.sandragasu@my.pwc.com +60(3) 2173 1494
= Financial Services Jennifer Chang jennifer.chang@my.pwc.com +60(3) 2173 1828
= Technology, InfoComm & Heather Khoo heather.khoo@my.pwc.com +60(3) 2173 1636
Entertainment
GST / Indirect Tax Raja Kumaran raja.kumaran@my.pwc.com +60(3) 2173 1701
Wan Heng Choon heng.choon.wan@my.pwc.com +60(3) 2173 1488
International Tax Services Frances Po frances.po@my.pwc.com +60(3) 2173 1618
/ Mergers and Acquisition
Transfer Pricing, Tax Jagdev Singh jagdev.singh@my.pwc.com +60(3) 2173 1469
Audits & Investigations
International Assignment Sakaya Johns Rani sakaya.johns.rani@my.pwc.com +60(3) 2173 1553
Services Hilda Liow hilda.liow.wun.chee@my.pwe.com +60(3) 2173 1638
Corporate Services Lee Shuk Yee shuk.yee.lee@my.pwc.com +60(3) 2173 1626

Japanese Business
Consulting

Junichi Fujii

junichi.fujii@my.pwc.com

+60(3) 2173 1480

pwe.com/my
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