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PR2/2019 — Director’s Liability

The Inland Revenue Board of Malaysia (IRBM) issued on 18 February 2019.
PR2/2019 explains the liabilities of a company director pursuant to Section 75A of the ITA.

O
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Occupying the position of Owns and controls not
director (by whatever name it is less than twenty per cent
called) including any person (20%) of the ordinary
who is concerned in the shares of the company
management of the business
or
Note: .
"Associate” in relation to a person for the purposes of this PR With one or more
means- _ e associates, directly or
a) A person in any of the fo_IIowmg relationships to that person, that indirectly controls not less
is to say, husband or wife, parent or remoter forebear, child or N
remoter issue, brother, sister and partner; or than tW@ntY per cent (20%)
b) Where that person is interested in any shares or obligations of a of the ordinary shares of
company which are subject to any trust or are part of the estate the company

of a deceased person, any other person interested therein.
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PR2/2019-Di rector’s Liability

An illustration of the liabilities of a company director is as follows:

Action can be taken
jointly on the
company and the
directors

Action can be taken
separately on the
directors

from the date the notice of assessment
Is served or the notice of assessment is
deemed to have been served on the
company



PR2/2019 — Director’s Liability

Examples from PR2/2019 on situations where directors of a company are NOT LIABLE for the company’s tax and
debt due to the Government are:

A person who is a director of a company after the notice of
assessment is served or the Notice of Assessment is
deemed to have been served

A director of a company who ceases to be a director
before the notice of assessment is served or the Notice of
Assessment is deemed to have been served

A director of a company which has taxes or debts arising
after the winding up of the company commences
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Income tax deduction for employers on PTPTN loan amount paid by employers on behalf of
employees

Subsequent to the 2019 Budget Announcement, it is proposed that employers who have made payments of
PTPTN loans on behalf of their full-time employees between 1 January 2019 and 31 December 2019 are eligible
for income tax deduction on the repayment amount, provided that the employees shall not be required to make
any payment to the employers in respect of the PTPTN loans repaid by their employers.

Would the repayment of employee’s PTPTN loan made by the
employer be classified as a benefit in kind to that employee?

Ministry of Finance’s reply: The repayment of employee’s PTPTN
loan made by employer is classified as a perquisites to that
employee and should be counted as part of the calculation of the
personal income tax. However, the government has agreed to
EXEMPT the repayment amount from the calculation of the
personal income tax for the year of assessment 20109.
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Contribution to SOCSO in respect of the EIS

The Chartered Tax Institute of Malaysia (CTIM) has sought clarification with the IRBM on
whether the employee’s contribution made to SOCSO in respect of the EIS is included as part
of the maximum claim of RM250 under Section 46(1)(n) of the ITA.
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Contribution to SOCSO in respect of the EIS

IRBM'’s reply: The amount of contribution to SOCSO in respect of the
EIS is NOT ELIGIBLE for personal deduction under Section 46(1)(n)
of the ITA because EIS contribution is pursuant to the Employment
Insurance System Act 2017 and not pursuant to the Employees’
Social Security Act 1969.

Note: Section 46(1)(n) ofthe ITAstates:- iSecti on 46 (1): I n the case of an indivi
the basis year for a year of assessment, there shall be allowed for that year of assessment personal deductions of i (n)

an amount limited to a maximum of two hundred and fifty ringgit in respect of a contribution made or suffered in that

basis year by that individual to the Soci al Security Organi
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Recent Update on MSC Malaysia Status Tax Incentives

The MSC Malaysia Status Services Incentive has been approved by the Government and companies are
eligible to apply for this incentive with effect from 2 April 2019. This incentive is given under

which was gazetted by the Government on 31 December
2018.

Qualifying Activities and Key Criteria on MSC Malaysia Status

With effect from 1 January 2019, the MSC Malaysia promoted activities for the purpose of income tax
exemption are as follows:

Qualifying MSC Malaysia Promoted Activities Non-qualifying MSC Malaysia Promoted Activities
Big Data Analytics; x Trading;
Atrtificial Intelligence; X Manufacturing;
Financial Technology; X Provision of telecommunication services.

Internet of Things;
Cybersecurity (technology/software/design and support);
Data center and cloud (technology/software/design and support);
Blockchain;
Creative Media Technology;
Sharing Economy Platform;
User Interface and User Experience;
Integrated Circuit design and Embedded Software;
3D printing (technology/software/design and support);
Robotics (technology/software/design);
Autonomous (technology/software/design and support);
Systems/network architecture design and support; or
Global Business Services or Knowledge Process Outsourcing
excluding:
A Non-technical;
Low value call center;
Data entry;
Recruitment process outsourcing

X X X X X X X X X X X X X X X X

> > D>
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Recent Update on MSC Malaysia Status Tax Incentives

There are no major changes on the tax incentives for MSC Status Company. The new substantive criteria are
summarised below:

Type of Incentives Tier 1 Tier 2 Tier 3
Percentage of income tax 100% statutory income 70% statutory income
exemption

Exemption period 5 years 5 years
Extension of exemption 5 years May apply for extension

period provided that the

company changes to
Tier 1 or Tier 2 and
fulfills the conditions being imposed.
Eligibility Criteria
X Incorporated in Malaysia under the Companies Act 2016
X Resident in Malaysia
X Not enjoying any income tax exemption
X Has been awarded MSC status
X On date of application for MSC status:
. the company has not issued any invoice for the core income generating activities in Malaysia, or
where the company has at least 60% Malaysian equity, the company has not issued any invoice for the core

income generating activities in Malaysia more than 12 months prior to the date of said application. The 60%
Malaysian ownership must be maintained throughout the exemption period.

Note : There can be no change of tier during the exemption period.

Standard Conditions Tier 1 Tier 2 Tier 3

To be complied within 24 months from the date of award of MSC Malaysia Status and thereafter during the exemption
period:

(1) Location of Designated premises Other commercial premises Not subjected to location requirements.
approved MSC within MSC Malaysia within MSC Malaysia
Malaysia Promoted Cybercities or Cybercities or Cybercentres.
Activities
Cybercentres.

2) Commencement of operation and undertaking of the approved MSC Malaysia Promoted Activities in Malaysia



Recent Update on MSC Malaysia Status Tax Incentives

Minimum KPI Numbers
Tier 1 Tier 2 Tier 3

To be complied with by the end of Year 2 from the commencement date of the exemption period and thereafter during the
exemption period:

(3) Paid-up capital RM500,000* RM250,000

(4) Minimum number of full S0 30 50 30

time employees (comprising

Knowledge Workers) Data Centre: 5 30 20

(5) Monthly base salary (for RMSk RM10k RM5k RM10k

the full time employees in (4) RM5.000 = M8.000
above) Data Centre: RM5,000 ' '

(6) Minimum annual operating RM3.5 million

expenditure and investment in . -

fixed asset Data Centre: RM10 million RM 1 million

(7) % of Malaysian Knowledge
Workers (for the full time

0 0
employees in (4) above) 70% 50%

*The minimum paid-up capital amount needs to be increased to RM2.5 million for the extension of the exemption period for
the second 5 years.

This article was written by Thomas Teoh, Director, Tax Advisory Team, Crowe KL Tax Sdn Bhd

To know more about the services provided by the
Tax Advisory team at Crowe KL Tax Sdn Bhd

CLICK HERE
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Broadening The Tax Net Under Sections 12(3) and 12(4) of the ITA

Domestic

BROADENING THE TAX NET UNDER
SECTIONS 12(3) AND 12(4) OF THE
INCOME TAX ACT 1967

This article was written by Chong
Mun Yew, Executive Director, Crowe
KL Tax Sdn Bhd and featured in the
Tax Guardian

To read more...

CLICK HERE

Malaysia has recently introduced an amendment to Section 12 of the
ITA. This amendment may be far reaching especially to those who
are unsure whether they are conducting a business in Malaysia and
therefore are taxable on the profits derived from that business.

Ordinarily, it is not difficult to know whether a person is conducting a
business in Malaysia. However, there may be cases where
businesses are more transient whereby the operations may be
conducted without a full set of business premises and the sales are
secured via agents or via the business’ website. For these borderline
cases, one may need to refer to the relevant Double Tax Agreement
(DTA) that the country of the person has entered into with Malaysia
(DTA countries). Only where the person has a “permanent
establishment” in Malaysia, will this person be held to be taxable in
Malaysia on his profits (excluding specific income such as interest,
royalty and technical fees). If he is from a country which

does not have a DTA with Malaysia (non-DTA countries), there is not

much guidance in the ITA.

Resultantly, the question as to whether a person is “doing business in
Malaysia or doing business with Malaysia” is a question of facts and
circumstances. This nebulous concept oftentimes introduces
ambiguity and complication into the Malaysian tax law. Hence,
persons from the USA, Bahamas, Serbia, Cyprus, Ecuador, etc.
which either do not have any DTA with Malaysia or have a limited
double tax treaty with Malaysia, will find their tax position to be
uncertain. So, do these new changes in Section 12 provide more
clarity or introduce more confusion as to the source of income for
Malaysian tax purposes?
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