Foreword

The Malaysia Master Tax Guide 2013 is specifically designed as a reference
guide to help tax professionals, accountants and taxpayers prepare their
income tax returns for the 2012/2013 income year. It also provides
information on tax incentives, double taxation and tax implications taxpayers
may face in 2013 due to their decisions and transactions.

The Guide explains the rules affecting everyday business and answers
personal tax questions in the simplest possible way. Examples show how
these rules apply and how they assist in tax return preparation. Throughout,
the Guide rests on the firm foundation of the Income Tax Act 1967, ancillary
acts and the decisions of the courts. The Guide also incorporates the latest
public rulings issued. Investment incentives, capital allowances, exemptions,
double tax treaties and the administrative provisions are given special
coverage.

The book highlights the main legislative, judicial and administrative changes
in tax law since the 2012 edition. The text includes tax changes announced in
the 2013 Budget, the Finance Act 2013 and recently issued exemption orders.

Special features of the book include tax rate tables and a tax calendar.
Checklists show income items and deductions which go into the calculation of
the tax payable in most cases. An index rounds up the Guide.

Not only will this book provide help in the preparation of income tax returns,
but it can also be used as a stepping stone to complete information on income
tax, real property gains tax and double taxation problems.

The law is stated as at 10 January 2013.
CCH Tax Editors
January 2013

@ 2013 CCH Asia Pte Limited

r & ) 4

GENERAL TABLE OF CONTENTS

Page
Table of Contents

Expanded. Table o ComBanm®s; .. cum.u e msmsnmummessmssmmsmsnmmmsmss cosmssnssss ssnssamassorss vi
Highlights of 2012/2013 Tax CHANGES ..o sinssomssssinssmssissssssnisisansasits 1
DTV v i 2 s A A B e S VP S 12
TV ITANS: womuscnis osinamiunssinisaniosnisss vvasssn e ssmsasas s o SHE S s S R i G R 33
COMPANTEE  vucanasiss oottt s o o o e Ry Ty T s 51
NMatial CoNPRINE s R s s e 75
Fartiers (WY DAttt tshifis oo cmmmanmmrmmsmir s s sty 87
Estapes,.Trusts, Beneficiaries, Settlements .........ccovuovveeniricnennmcsneesneesensneans 103
Basis of Assessment and Tax AcCOUNNG .....ccocviviiiniiiin e 123
What is Included in Assessable INCOME? ......coveiiiicnnrecc s 147
Exemptions and Exclusions from Assessable Income ...........occovmimmniisiiinnne. 251
Business DEAUCHONS «..ccocoemeirrieirieneirissnissssssnsssssssssssssssesessssssssssensssssssssesssnressasess 301
Non-Business Deduchions ... i nissnemesonissssi s iesssssessmsenssssisss 427
Capital ATTOWAINONE  uccommammimssmimessiiatsiss it aeoshisa s sass s s s ses i asmussivais 453
Non-Residents and Special Cases ... 527
Inivestinerit INCONHVES i musissrsmiimemississsoi s dors s iintini 589

The AdmINISIrative PrOVISIONS .....cciiviiiiceseisseisssieissesssssssssssssssssssssnesssssssssssssosasess £ OF

Tax Treaties — Double Taxation Relief ... 841
Tax Avoidance and Tax EVASION ....cvcocceeeerieeeerrenenressees e ssssseserssssssssssesnanes 921
Real Property Gains TaX ... s 941
SEAMP DIIEY orereeccc st s s nn s s s s s e s s 965
P DOV A RNOMES .o vsn v s s (A s e s By 979
CASE TADIE .ot s e e 985
Section Pty Tk . ..cuecommmssmommmas s masimnismsmsavssmnsosivisstisoans 995
Rules, Guidelines and Subsidiary Legislation ..........ccoeeerrieisecnssceiiescees 1,015
TR s s e s AR T ST 1,025

Malaysia Master Tax Guide




Vi r vii

EXPANDED TABLE OF PARTNERS AND PARTNERSHIT
e 11 o A———EE L 14-100
CO N TE N TS Returns, accounts and assessment of Partners ... 94-200
Partnership return Form P simplified ... 94-300
HIGHLIGHTS OF 2012/2013 TAX CHANGES ..ot 1100 Partnership net income or loss and partner's Share ... s
OVERVIEW Hindu JOINE FAMLY wooveoseessisenres s 94-500
o — £200 Limited liability partnerships (LLPS) voeereecnseasissmssnmanssssmsssssassisssssassssssas 14-560
..................................................................................................... ENEFI E N 'S
Tax rates for YAS 2002—2013 ....cwuesansnissasssssmmmssscisssssiossssssnssnssarsssasnns 1210 ESTAEE;‘?ES?EJ{E retumsc LARIES, STTLEME _______________________________________ 15-100
Tax rebates for IiVIAUALS .ocovvrorissssss s 220 e O ——-: $5-200
COMPANY TALES ovevvomussemsunemmrenseaseesmsassomussserazssetseasssnesmass s et tiasssass sanseies 9230 R T L T ————— SR LU 95-300
Triistee and eXECUEOT FATES ..iicvcemrimsmmsomnissersssesssnsisssssssessasssnsnmnrmnsss sessseses %240 BENEFICIATIES wvovveversensesnsasmsssssisissssiesemsmmms s ssississassssesssemmassstamasssssssssseasosansioss 15-400
Association and b Tate8 ..o issesssisrsmmssns s amsasass 9250 GEHLLINIENILS .vvusseversssisenssiasssaassissssnssasmussasssssssuss sarasasmss ssssstsss ssasesssssnsseness f5-500
WithhOIAINgG FAte ......oouemersimerraes st ssss st s em s sanee s e 1260 BASIS OF ASSESSMENT AND TAX ACCOUNTING
Tax deduction rate from dividends ......cecoeeeveereessresmessnsesssssssssirenssens 270 PN T T s R 16-100
Real pr_operty GAINS BAX wovucirriersnessesssisiis et sass s sassssssassssasasesenes 6300 TSt () T S—————EES R 16-300
P - 5400 A e §6-400
INDIVIDUALS Chahge of aCCOUNHNG AALE orvsooosscsssssssnessmsssssesssssmssssssizssesssss 16-500
Ty ivAdUAlS 25 HAXPAYETS 1uvnescssnsessorssssssessommssssesssassssssssisssisssssssssssssssisisnssd 91-100 Rloserves and PrOVISIONS ... essssssses 96-600
Whio miust file S retummn? .....comemmanm oo nassssmssssassoss 1-200 Allocation of profits to acCOUNtNG PETIOAS wwvwrwrrvrsvsscrsrsernses 6-700
WK FOEIL BOUSET -nooosoessermsanimessmssemssemseseemassssmssssasonssanssrossessensssasascns 91-300 e i o ——— 96-800
Individual return Form B/BE SIMPHEEd ....c..c.oovcoevrersrrrrerrees J1-400 WHAT IS INCLUDED IN ASSESSABLE INCOME?
When and where pebarns are 10 50 FIE. ... 1-500 } What m‘mcome? e §7-050
Deceased taXpayer’s TELUITL ........ccvimssiuserussusensmsssasersmsensaasmassssasssassnsanes 91-600 \ Ssacriamyment ! taxablt_a g A T e = =T =10
TR TR s S v s 55 s B v st AP 91-700 s LD Rerscnal N e
Personal reliefs and deductions .........ccocacvmrmsmsmssmrmrssni e ceceiccsesaeions f1-80Q Facotue St trade,. busmgss, PRSI UL FORRLR e sssscsm e
"""" Income compared with capital a0
Compulsory payment SCHEIMES ..........ccowummsmissmisesssmssssssessssssissssnsesess I i i
COMPANIES Foreign exchange tranSactions ... ssssssssssssssmmmsssssssss s 47-500
Comipani ¢ , Company HGUIAAHON ..o st 97-580
T E esf e N\J2-100 Dividends, interest and diSCOUNES .........umeemsssisssssssssssssssssmssnsssssisssess 7-600
CZ’]':::PEE}?I (;:Sompames ........................................................................... ¥2-300 Pensions, annuities and other pEl’iOdiCEll Pa}rments ____________________________ q7-700
BB . v e cinanus s as s sesny s A H LA O SR e -400 In fro o 1 A—————EE R 7-8
Pay_n}ents to ShArehiOldBES ..uvrmmmrimsaissssmmsasmsonsssnsmsasassammessessesiistsisinn E—ﬂ]{} Ot(ifg zssesI:alP;:;] TECEIPES weecumucernssmssssssssssssaassnssss s s nees 1]17 -Qgg
Eﬂ?ﬂ: ﬂfnog to Y: 2008 under the imputation system ..........ccoceec... f2-515 Miscellaneous business or employment TeCeIpts ......ccriimammmmmnns §7-990
NAISHADUE PIOFES ..vv.vcrsinrrsssismssssuasiissossamssasassssssmsissassissssssussssbssassanss 2-600 EXEMPTIONS AND EXCLUSIONS FROM ASSESSABLE
Financial institutions, non-resident shipping and air INCOME
. transport con}pam'es ....................................................................... 12-700 Concept Of eXEMPHONS cccvvvvvvveussirrrssssssaimsssss s s {8-100
ayment of tax by inStalMents .......c.cewremisrmmesmisesisessesmseessasessssisnns 12-800 RULETS <..oomoevooessssssesssssnsssssmsesssssssssssessssssessmssassassssssssessissmsssasssaseassssasssssssases 18-200
MUTUAL CONCERNS Y0 g Te 0t L S —————S SR §8-300
MIUBUATEY oo {3-100 Companies and Other INSHEUHONS w.....ocvvrrirrrrssmsssssssssssnss s {8-600
G sosomoaawin BUSINESS DEDUCTIONS
................................................................................... 3-200
DDA BEBOGTAEINND: oo ne s s 73553530 RS R S N 1][3—300 What are business deductions? ........c.oewueesmmmmmmmmmmmmssssssssss s 19-050
BT BOEIEEIEE rormemeesremoreecomamser s R SR 13-400 Employee’s deduCHONS ....ocuvervemsssssmissssssssmssses s 19-200
O OPETALIVES: sscusmsssuinmissssasursssinsorsaes 5ot saremsomemmamausppsnsamasyeamsmesss suvanasnass 13-500 Deductions from property inCOME ...uwrmrmrrssimsssssssssssssssssssmssmsasesees 19-300
Retumms. 13-600 [nvestment iNCOME EXPEMNSES w....wusrrsrmmrmrinsmmmsmmmssssssssssmmnsssasssssssssssanesssses 99-350
"""""""""""""""""""" Trading expenditure S U SR, - |
@ 2013 CCH Asia Pte Limited - .
Malaysia Master Tax Guide




viii
B I BB B I 0 imsssisssssssssiissss 397090
T e 00 R ot e R 19-400
Losses through theft, embezzlement or misappropriation ...............§9-450
Legal and professional eXPenses .........c s 99-470
Interest, taxes and cONtrIbUHONS ...c.cvivimisrinniiins s $9-500
Repairs, replacements, improvements and alterations ...................... 99-600
Costs of refresher courses and conference eXpenses ..............c.oueueeens 99-650
Head office and management eXpenses ...........cccuucueuessersesuesacsssssans §9-670
Miscellaneous expenses deductions ... 19-702
O L TLGTUEL w55 S S A SO RS TSRS 99-800
Error and mistake Telief ...... oo s s ee e 99-830
Double dedUCHOMS ..cvveeeereecereeraeereesraeeersessesssessaesseraeesesssasssssassessessssssessaes 19-860
Expenditure referable to taxXation ......c.cccisneene e 19-900

NON-BUSINESS DEDUCTIONS
Non-business deductOnS ....coouevviecercenee e s sess e sas 910-050
Who is entitled to these deductons? .....cvvevvcveecerrcecienie e 910-100
B[ 3 3T [ 4 UL 910-150
Personal TELHELS .....c.ccvecieereriiesiessseissnsssaenssiss s st smsssssesessessnessesnsenanesan 910-200
Husband relief ...t ea et erenenes 110-250
Wife relief ....... A R B R A SR TR RS S 910-300
Reliets for ChEldren . occuimissiomiaosimmisisssinssi i 910-400
Interest expense on a residential property ......cooevrernencseennn: f10-500
Life insurance premiums and contributions to approved

schemos and funds oo mwvimaaromin s §10-550

L G U ANNCEY 5.05557 i wsmasionsssivs iAo b A S 910-600
Contributions to approved funds and schemes ........cccccccecconuncn... J10-700
T T 1 T RN L1, o,
TR PO CRPOIEEE s isvurs i s s Gt i P s oo LE~N0
TR DEDBEE ot R T AR §10-950

CAPITAL ALLOWANCES )
Concept of capital alloWances ..........cccniiiesscnnssnsisessnsnnsd ONY... $11-050
Mining allOWamCeS ...iiusesvsmrsomsssissossossssinsasssssnsnamsnssaessensrassrsrsosusssses 911-100
Prospecting eXpenditure ..o sssssssscsens f11-150
Agriculture allOWANCES .........cccemimirimssmeasessensmssssseamesssssssessssssesssessmseses f11-200
Forest allOWATIOEE i iinieimmmmensmsisiiinisesimmstsassssmsrenssassssnrensansanssomsassess 911-400
Industrial Buildings ..o sesessmsmmessessmsasssssssennensens 911-500
Plant and machineTy ..o sssssessseessessens 911-600
Renovation and refurbishment allowance of business

PIEITHSOS .ocoeoicicccemeae e nmseeremssnsseserreesas s sen s s s ssas s s s neenssesssssnmnns 911-697

Renewal or replacement Basis ..............owreeermemreeesmesirseessessnssnenns 911-700

Carry forward of unused capital allowances ...........cccoueeereeeccecernner J11-800

NON-RESIDENTS AND SPECIAL CASES

Non-resident COMPANIES .........cveruemseureurerrerssesrennersesmssesesssassassassssses 912-100
Commercial representatives ..........cococeeeceerceerenesneseeresssossesessesensss §12-150
Other representations ...........ccicecemesresssesessessssssasssssesn §12-170
Agents Of NON-TESIABNES ......cuoevureereseremsrmseessesssnssessassssmiesssssesmsesessensed 912-200

© 2013 CCH Asia Pte Limited

ix
Foreign branch or subsidiary or joint VeNture ... 112-300
Royalties, technical advice and SEIVICES .....ceerrrescamrrrrsesssasramrinssneas 12-320
OHher ACHVIHES ....ocooesrerrinisinsssssiasserassssessasrsssssansssssnosssseasssismsssassasssnssane s 912-350
Trading by non-resident persons — CoONtrol ... 912-370
Operation of ships and AIrCraft ...........oourccssnsniinenn! 112-400
Hire-purchase and instalment plan trading ... 112-460
LRASIIG +.vvornerssmsssusisssassessses s asssss s s s sms s s s 12-500
Crew of ships and aircraft ... §12-600
Interest payments to NON-TESIACIIES cvvirrseeeisicieeiseassiaereseesssasrsaessaesansen 912-630
Dividends paid t0 NON-TeSIAents ......ccc.ovvivimimresmmiemimmmisimsres s 912-680
Income distributed by REITs to non-resident unit holders .............. f12-685
Taxation of takaful participants ...........emeesiseiimsecsmimms s §12-690
Construction contractors and property developers ... 112-700
NON-TeSIAENEt PATINELS coc.vvrvieireicsicsecisnses st sass s sanas 112-790
Non-resident contractors and professionals .........ccoeiiinnnnns 912-800
Othernon-resident iNdividuals .......cccovciiiecnininsinisss s s 912-830
AR ..corcnveemrenesstiseosassnsssss sonsammmas sassmssasssesensrarrasassssosesmanass senensnass sanasssssanan 112-850
INVESTMENT INCENTIVES
Investment incentives — Promotion of Investments Act ................. 13-030
PIONEEE SEALUS ..ovcerriarereresnesirersssesaesesesemssessran s ssnmsensensssssssnsassssasnssinisssrans 113050
Investment tax alloOWANCE ......cocevveermsisninirsissresrsssnses st snesane s §13-150
Pioneer status or investment tax allowance incentives
granted to specific INAUSHIES ... vvvvrevcernnirss s, §13-201
HOTE] INCEINEIVES 1viciearrcuiirmereneransressrasasssssssssenssnsssssranesassessssasessassrssssasasans 113-230
INFrastructiure AllOWANCE ..occcovecvreesseseeeerseamensnessrss s ssnsssassnenenssesases 913-250
Allowance for increased eXPOTtS .......ocoweeeesimmimsesess s §13-300
Double deductions for promotion of exports ... f13-370
Tax incentives — Income Tax ACE ..., §13-400
ReitivesHIent AlLOWaNTE - cemimiisiiasiasssmstsssasaessnsresmsmmsssssassan 913-420
Operational headquarters (OHQS) ..o 913-440
Venture capital COMPANIEs ........cceeueiricscmmmssmsrmssmmeaesssssssssssssssssana, 913-500
Venture capital management COMPANIES .......covewurrmirmsissnissesssssinnd 913-565
Investment holding companies (THCS) ..o f13-571
TTIUHE REUSES. ....vonossencomesiosimiossssssisassbantsasssssosshsosssssmissmessssrs st acesssossmsassnss 13-600
Closed-end FUnds s wmmimiissmiom s f13-670
Overseas IMVESHNBNL v iiimiissmassmimmro i it s ees 13-700
Foreign fund management COMPANIES ..........coucuueiimnmmmmmmmsssssssesenss 113-720
B OTVICHS SOOEOT ..cooms s ssins v anioms sk SRS b ove s o s S e oA Cnm R 913-730
International procurement centre (IPC) companies ..o 913-740
Regional distribution centre (RDC) cOmMpPanies ... 913-750
International trading COMPANIES .....ccveurereemmviirimsimsiscisinsss e 913-760
Treasury management centre (TMC) ..o 113-761
Group relief for food production ... 913-770
Group relief for resident COMPANIES ...t 913-790
Tourism, SPOrtS, CUMTUTE, €1C .....ccocvreeciresrsisissessssin ! 913-800
Incentives for health CATE .......cccccciseseiiesmsiossinsssmnmsasassnssresessnsenssss 13-805

Malaysia Master Tax Guide




X
© MSC MAlAYSIA coooeensreessnss s 1}3—313
o ‘Biotechnology industry e r s 13-
 Iskandar Development Region (IDR) ............occocueeermmrsrorsorrso. 713-848
OHer INCENHVES ...c.cccovcnesisioarensrinsmresasassssssrsssmsmessessrsserssmsas 913-850
Labuan International Business And Financial Centre
(LAbuan IBPC) ..oocvimmimmsmimnssionmmmsmsansssmsmssmmssssosmsinssasesensiss, 913-900
THE ADMINISTRATIVE PROVISIONS
Objects of administration ... 914-050
AAMINISEFALION ... vicanssisaisiiemmsmmmsmmensosssnmesmsensssssssmssms e siosssses s sesssness 914-100
Self-assessment fOr COMPANIES ......c.ueveeuriveereeerreeeeseseoooooo, f14-123
Self-assessment for other taxpayers ..............ooooooomooveoeoooooo 914-138
T " 114-200
The machinery of assessment, collection and repayment 914-300
Offences and penalties .............owroreooesoseeeeeosseeeeooooooooo 914-500
APPOAIS ..cvocriuuionsiiisssiinecsmsrssasensmssssasessessssmasessssssmmmmessessemssss st st 914-600
Finality of an assessment ...............uuuuueuecooooroosoooseeossoso 14-700
Tax agents of a taxpayer ..........coeeveeeeeeeeccmeoosoroeooo 914-750
REVIEW PANEL .......oooooveeeeeeeenssesee oo 14-800
Fund for tax refund .........c...ooovevoeeomeemmeeemnoeoo 914-850
o 914-860
TaX QUL vt 914-880
Tax inVeSHGAHON ..u...eceevvceeeeeeeeeeeeeeeeeceeeeeeeeoeeees oo 914-920
TAX TREATIES — DOUBLE TAXATION RELIEF
Double taXation .............cuuuemeereemeeemeeeseesee oo 115-050
Tax treaties and domestic [aW ..........evoeoersoomovroooooo 1115-100
Malaysian double taxation agreements tirrssmsensnassssssssansarssssssnssssnosnssa  19=1 50
Residence and SOULCE ...........eevveeeceommsnmseseeeseeseososooooeooooooooo 915-200
Permanent establishment ...................ooooecommmmmvoooooooooooo R3250
Specific items of INCOME ........co.umrmreeeoreeeeeeeceeeeeeeooooooo $15-300
Miscellaneous articles in Malaysia agreements ... Y15-500
Relief PIOVISIONS .......ovvuerevesieceeeseremmeeesessssssess oo oo AN T15-600
Special tax iNAUCEMENES -.....c.vvvvvvercereereeeeeeeeoe e 115-630
The competent AUtOTILY ........oo.ovvvooveceeeeeeeeeeeeoessesssssesoeoooooooees o 915-650
Unilateral Telef ...........ooucccieemermmemreemeeeeeeecoeseesssensesoeeeoooooeooeo oo 915-700
International tax avoidance and evasion ... 1115-800
Tax treaty ShOPPING ......occuuvvuumvemmreeeneeeemmmoss oo §15-900
TAX AVOIDANCE AND TAX EVASION
L f16-100
PO IR crvviiocisniissivsmiossisisbmmiverossass s eommmtmmsecnssmromemesss coettemstn st 916-200
LEGISIAHON wuvvcancrommssisecsstenisnnmsmnnsereessseessseneeesssessesesesssssssseseeseeseeeeees 16-300
IOVESHBANON w.cossiisicimmssssinsisiasmmmmmmansssssssossismessessssissssesiommsscomscoenss i $16-400
REAL PROPERTY GAINS TAX
Real property gains tax (RPGT) ....ooooeeeerereoceceerseemmmsooooooooo 117-050
Who is chargeable? ...........ooooooeoooooorooocesoeeoceooesoooos oo 917-100
Chargeable aSSet ... oo 17-150
Chargeable gains and allowable 10SS€S ......c.oovovrooooooooooo §17-200

© 2013 CCH Asia Pte Limited

Acquisition PRI evaivevsiisnimmsssvmivmsrioes it st s e A i 17-250
TSR] PR scussussssusnsass s isad s s A SRR 17-300
Date of disposal and date of acquisition ..., 17-400
Transfers between COMPANIES .....cccuuimsiininisssisssisiarisssinses 17-450
Transfer of assets I 17-500
Acquisition and disposal of shares in real property
ORI PEII . concimasaias o s MR aA  SE  h 117-620
Private TESIARTIERS ueeeerieieeeeeeee e ee e een e eeseeeasseeeaeeneeesreenreaes 117-700
RAEES OF FAX wovvvererereeeeeemmmssssessseesseseeesssanes Ceveesssessssssssemsases st sessmasss e 17-750
TR oo o o st S S S s SRS 17-800
DUTY
STAN‘IE"P}rpes of duty, what is chargeable and how it is chargeable ........... 918-100
Small and medium eNtErPriSes . ... i issimecamaressisrsasmssiamasins 918-200
Islamic banking / fINANCING ......iesmssimsmsasmmssisssssssssssmsessssssssssisssiosssass 918-300
B EINIOTIS e covsucscsmsuuiinsonivessosimas s s o A eSS SR 918-400
PRI ocunuismsisiasivammeies S v oo A s SeETTs  SEEem 118-500
PPPERLS oo i s e s RS T 9118-600
ARBREVIATIONS
CASE TABLE
SECTION FINDING LIST
RULES, GUIDELINES AND SUBSIDIARY LEGISLATION
INDEX

Malaysia Master Tax Guide



