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Tax Collection Framework 2015

The Tax Collection Framework 2015 (“the Framework”) was first issued in August 2015. The
Framework was amended on 20 April 2016 and posted on the Inland Revenue Board’s (IRB) website
on 29 July 2016.

The Framework provides guidance to taxpayers, employers and tax agents on the requirements
pertaining to the collection of taxes by the IRB under the following tax acts:

e Income Tax Act 1967 (ITA)

¢ Petroleum Income Tax Act 1967

» Real Property Gains Tax Act 1976

» Labuan Business Activity Tax Act 1990

The Framework also covers withholding taxes, methods of payment, collection and refund of taxes,
as well as compensation for late refunds.

In this respect, we wish to highlight the following pertaining to the compensation for overpayment
of tax under section 111D of the ITA:

» Effective from year of assessment (YA) 2013, a compensation of 2% of the amount of tax refund
will be paid to the taxpayer in the event IRB is late in paying the tax refund.

» The IRB clarified in the Framework that a taxpayer is only entitled to the compensation if the tax
return is submitted by the taxpayer within the stipulated timeframe. In the case of a company,
limited liability partnership (LLP), trust body and co-operative society, the submission timeframe
is within 7 months from the date following the close of the accounting period which constitutes
the basis period for the YA.

» The Framework also list situations where the taxpayer is not eligible for the compensation.

A copy of the Framework is available on IRB’s website www.hasil.gov.my (Laws and Regulations >
Tax Collection Framework).

Minutes of DESIRE Dialogue 1/2016

The minutes of the DESIRE Dialogue 1/2016 held on 19 May 2016 has been issued by the IRB. The
dialogue discussed issues relating to filing, penalties, tax payments/refunds and other tax matters.

The following are the salient points to take note in relation to the Form C:
1. Part A12 (Dividends) — Dividend income is now inserted under “Other Statutory Income” for

purposes of capturing dividends received by companies which are taxed on a world scope basis.
(Item 1 of the minutes)
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2. PartJ (Income of preceding year not declared) — As there is insufficient space in this
part to accommodate the information required where more than one YA is involved, a covering
letter should be submitted to the relevant IRB branch to provide the additional information.
(Item 2 of the minutes)

3. Part P18 & P19 (Total loan to/from directors) — The amount to be indicated here is the
amount outstanding as per the Balance Sheet. (Item 2 of the minutes)

4. Part R4 (Transfer pricing documentation prepared) — The taxpayer should tick “No” if
this is not applicable to the company. (Item 3 of the minutes)

5. Part L1 (Business code) — This field is marked as a mandatory field in the Form e-C. The IRB
has confirmed that no penalties will be imposed where a dormant company leaves this field
blank. (Item 5 of the minutes)

6. Completion of Form e-C — Where an item/box in the Form e-C is not applicable to the
taxpayer, the item/box can be left blank. (Item 12 of the minutes)

A copy of the minutes is available on IRB’s website www.hasil.gov.my (Internal Links > Dialogue
Minutes for Operational & Technical Issues).

Reduction of penalty and waiver of increase in tax

The IRB issued an amended guideline dated 1 August 2016 pertaining to the offer to reduce penalty
and waive increase in tax (“tax amnesty”). The changes are essentially to extend the tax amnesty to
transfer pricing audits based on the following stipulated reduced rates:

Transfer pricing documentation Penalty rates
Available 15%
Not available 25%

The reduced penalties for transfer pricing audit cases are also subject to the following conditions:
¢ Reduction in penalties based on voluntary disclosure is not applicable for transfer pricing audits.

» The tax amnesty only applies to transfer pricing audits which are on-going and completed within
the period of 1 March 2016 to 15 December 2016.

 This concession is applicable for cases which have been audited where the taxpayer had made
payment in full within 30 days from the date of notice of assessment / additional assessment.

The guideline is available on IRB’s website www.hasil.gov.my (Internal Links > Operational
Guidelines).
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Guidelines on tax clearance application

A new guideline on tax clearance application dated 31 July 2016 was recently issued by the IRB. It
outlines the documentation and application requirements in various circumstances for companies,
LLP, Labuan companies and Labuan LLP. The guideline replaces the tax clearance application
guideline dated 15 September 2009 which only covered companies.

The guideline is available on IRB’s website www.hasil.gov.my (Internal Links > Operational
Guidelines).

Public Ruling 4/2016 — Tax incentives for child care centre and kindergarten
operators

The IRB has issued Public Ruling 4/2016 — Tax incentives for child care centre and kindergarten
operators (PR 4/2016) dated 9 August 2016. PR 4/2016 provides guidance on the tax treatment of
the tax incentives available to child card centres and kindergarten operators. They are:

1. Tax exemption on the statutory income for a person who is a child care centre / kindergarten
operator. The exemption is for a period of five consecutive YAs commencing from:

* YA 2013 in relation to an existing child care centre / kindergarten, or
o  the first invoice issued by a child care centre / kindergarten that commences its business
from the YA 2013.

2. Industrial building allowance for a building which is constructed or purchased by a person who
operators a child care centre / kindergarten. The building has to be owned and used by the

person in the business of a child care centre / kindergarten operator.

PR 4/2016 is available on IRB’s website www.hasil.gov.my (Internal Links > Public Rulings).
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