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Corporate tax

Removal of Thin Capitalisation Rules
(TCR)

TCR was introduced during the 2009 Budget
but its implementation has been deferred to
take effect from 1 January 2018.

With the proposed implementation of the
Earning Stripping Rules to replace TCR with
effect from 1 January 2019, it is proposed that
the current provisions in Section 140A of the
Income Tax Act relating to thin capitalisation
for financial assistance between associated
persons to be removed.

(Effective from 1 January 2018)

Takaful business - Extension of scope of
deductible management expenses

It is proposed that the scope of management
expenses which are deductible for tax purposes
be extended to the following:-

(1) Any other fee receivable by the
Shareholders’ Fund from the General
Takaful Fund, and

(i) Any other fee receivable by an investment
fund from the Family Takaful Fund.

The amount of deductible management
expenses is computed based on a prescribed
formula.

(Effective from year of assessment
2018)
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Notification to the Director General
(DG) on the Change of Accounting
Period and Penalty for Non-Compliance

It is proposed that a company, limited liability
partnership, trust body or co-operative society
shall notify the DG in the prescribed form on
the change of accounting period by the
prescribed due date -

Accounting Due date to notify the DG on the

change of accounting period

period of new
accounts

Less than 12 .
months

30 days before the end of the
new accounting period

More than 12 .
months

30 days before the end of the
old accounting period

‘Where the taxpayer fails to notify the DG on the
change in accounting period by the prescribed
due date, it is proposed that -

« any penalty for late filing of tax return that
had been imposed based on the old
accounting period; and

any penalty for unpaid tax instalments or
failure to furnish an estimate of tax payable
that had been imposed,

shall be recoverable as if it were tax due and
payable to the Government or under the Act.

(Effective from year of assessment 2019)




Corporate tax

Residual Expenditure (RE) for Asset Classified as Held for Sale (HFS)

When an asset is classified as HFS in accordance with generally accepted accounting principles in
the basis period for a year of assessment, the asset is deemed disposed under the Income Tax Act
1967 (the Act) in the following basis period. This applies to both situations where the asset is sold
and where the asset is not sold in the following basis period.

Upon disposal or deemed disposal of the asset, balancing charge or balancing allowance has to be
computed as the difference between the disposal value and RE as prescribed under the Act.

urrent treatmel

Proposed treatment

In determining the RE of the The total qualifying expenditure (QE) The total QE incurred shall be reduced by —
asset classified as HFS for incurred shall be reduced by — i .
. (a) Any initial allowance (IA) made in
purposes of computing the .
balancing charge or balancing An amount of annual allowance relation to that asset for any year of
(AA) which would have been assessment;

allowance in the following

scenarios:— made for that following basis

period as if the asset had been
in use in that following basis
period for the purpose of (c) An amount of AA which would have
business. been made for the basis period in

which the asset was classified as
basis period for a year of HFS as if the asset had been in use in
assessment in which the asset is that_ basis period for the purpose of a
classified as HFS business.

(b) Any AA made in relation to that asset for
any year of assessment; and

(a) Assetis sold or;

(b) Asset is not sold

in the basis period following the

(Effective upon coming into operation of the Finance Act)
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'Real property gains tax

Revised treatments involving non-citizens and non-permanent residents

« Duty of acquirer to retain part of
purchase consideration and pay
the amount retained to the
Inland Revenue Board (IRB)

urrent treatment

Where the purchase consideration
consists wholly or partly of money, the
acquirer is required to retain either the
whole of the money or 3% of the
purchase consideration, whichever is
lesser, and pay the amount retained to
the IRB.

Proposed treatme

In cases involving acquisition of real
property from a person who is not a
citizen and not a permanent resident,
the retention sum is either the whole of
the money or 7% of the purchase
consideration, whichever is lesser.

(Effective from 1 January 2018)

«  Transfer of assets between
spouses; or

«  Transfer of assets owned by an
individual, by his wife or by an
individual jointly with his wife or
with a connected person to a
company which is controlled
by such individual, by his wife,
jointly with his wife, or jointly
with a connected person. The
consideration of the transfer is
> 75% shares of such company

The disposer’s actual disposal price is
disregarded in computing the gain/loss
from such disposals for real property
gains tax purposes.

The actual disposal price is deemed to
be equal to its acquisition price. The
disposer is deemed to accrue no gain
and suffer no loss on the disposal.

The current treatment shall continue to
apply only to disposal of real property
owned by a citizen.

Where the property is not owned by a
citizen, the actual disposal price will be
reinstated in the computation of
gain/loss from such disposal.

(Effective from 1 January 2018)

+  Real property gains tax rates

The real property gains tax rates
applicable to gains arising from disposal
of real property by non-citizens and non-
permanent residents are as follows:

« Disposal within 5 years — 30%
« Disposal after 5 years — 5%

The real property gains tax rate
applicable to non-citizens and non-
permanent residents are to be
extended to an executor of the estate
of a deceased person who is not a
citizen and not a permanent resident.

(Effective from 1 January 2018)
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' Real property gains tax

Conditional contracts

Date of disposal where the
disposal is conditional

rrent treatment

a) The date of disposal is the date of
signing the contract; or

b) If the disposal requires approval by the

Government or State Government or
an authority or i i

Proposed treatment

The current treatment under (b) shall
continue to apply only to approvals
required from the Government or State
Government and shall cease to apply
to approvals required from an authority
or cc i appointed by the

by the Government or State
Government, the date of disposal
shall be on the date where such
approval is secured; or where the
approval is conditional, on the date
where all the conditions to such
approvals are satisfied.

Government or State Government.

(with effect from 1 January 2018)
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'Goods and Services Tax

Contributions to Human Resources Development Fund

Payment of human resources development levy under the Pembangunan Sumber Manusia Berhad
Act 2001 by an employer is neither a supply of goods or a supply of services.

(Effective date to be Gazetted by the Minister of Finance )
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| The Academy brings to you...

Forging Ahead
Budget 2018 Seminar

Kuala Lumpur

Date: 8 November 2017
Venue: Connexion@The Vertical, Bangsar South,
Kuala Lumpur
Contact: Fazlina Jaafar / Fiona Ren
+60(3) 2173 3830 / + 60(3) 21731313 Forging ahead
Email: events.info@my.pwe.com Bu
Johor Bahru
Date: 9 November 2017
Venue: DoubleTree By Hilton Johor Bahru
Contact: Brenda Beh / Chew Yiann
+60(7)-218 6000
Email: brenda.hk.beh@my.pwe.com
ann.y.chew@my.pwce.com
Penang
Join aur Pl toe specialists oz
Date: 14 November 2017 j g':dx;fﬁsf: a:::‘ F:ﬁm a.:!
pwc the tax Jandscope.
Venue: G Hotel Penang -
Contact: Ann Yew / Susan Ong
+60(4) 238 9291 / +60(4) 238 9169
Email: siew.lay.yew@my.pwc.com
susan.ong.lay.khim@my.pwe.com
Melaka
Date: 22 November 2017
Venue: The Pines Hotel, Melaka
Contact: Roslena Yaakup / Lydia Chue Soh Lin
+60(6) 283 6169
Email: roslena.yaakup@my.pwe.com

lydia.s.chue@my.pwe.com
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| Let’s talk

Our offices Name Email Telephone
Kuala Lumpur Jagdev Singh jagdev.singh@my.pwe.com +60(3) 2173 1469
Penang / Ipoh Tony Chua tony.chua@my.pwe.com +60(4) 238 9118
Johor Bahru Benedict Francis benedict.francis@my.pwe.com +60(7) 218 6000
Melaka Benedict Francis benedict.francis@my.pwe.com +60(7) 218 6000
Au Yong Paik Hup paik.hup.au@my.pwe.com +60(6) 283 6169
Labuan Jennifer Chang jennifer.chang@my.pwe.com +60(3) 2173 1828
Our services Name Email Telephone

Corporate Tax

Compliance & Advisory
= Consumer & Industrial Margaret Lee margaret.lee.seet.cheng@my.pwe.com  +60(3) 2173 1501
Product Services Steve Chia steve.chia.siang.hai@my.pwe.com +60(3) 2173 1572
= Emerging Markets Fung Mei Lin mei.lin.fung@my.pwe.com +60(3) 2173 1505
= Financial Services Jennifer Chang Jjennifer.chang@my.pwc.com +60(3) 2173 1828
= Technology, InfoComm Heather Khoo heather.khoo@my.pwe.com +60(3) 2173 1636
& Entertainment Lavindran Sandragasu lavindran.sandragasu@my.pwe.com +60(3) 2173 1494
GST / Indirect Tax Raja Kumaran raja.kumaran@my.pwe.com +60(3) 2173 1701
Chan Wai Choong wai.choong.chan@my.pwe.com +60(3) 2173 3100
Yap Lai Han lai.han.yap@my.pwe.com +60(3) 2173 1491
International Tax Frances Po frances.po@my.pwe.com +60(3) 2173 1618
Services / Mergers and
Acquisition
Transfer Pricing, Tax Jagdev Singh Jjagdev.singh@my.pwe.com +60(3) 2173 1469
Audits & Investigations
International Hilda Liow hilda.liow.wun.chee@my.pwe.com +60(3) 2173 1638
Assignment Services Lim Phing Phing phing.phing.lim@my.pwe.com +60(3) 2173 1651
Corporate Services Lee Shuk Yee shuk.yee.lee@my.pwe.com +60(3) 2173 1626
Japanese Business Yuichi i yuichi.sug .pwe.com +60(3) 2173 1191
Consulting
China Desk Lorraine Yeoh lorraine.yeoh@my.pwe.com +60(3) 2173 1499
pwe.com/my

TaXavvy is a newsletter issued by PricewaterhouseCoopers Taxation Services Sdn Bhd. Whilst every care has been taken in compiling this newsletter, we
make no representations or warranty (expressed or implied) about the accuracy, suitabiliy, reliability or completeness of the information for any purpose.
PricewaterhouseCoopers Taxation Services Sdn Bhd, its employees and agents accept no liability, and disclaim all responsibility, for the consequences of
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