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- Generally, Malaysia does not impose CGT except for gains arising from the disposal of
n r O u C I O n real property in Malaysia which may be subject to Real Property Gains Tax (“RPGT”) at a
maximum RPGT rate of 30%.

So, what is CGT?

Basically, CGT is a tax levied on capital gains accruing from disposals of investments,
i.e. shares, bonds, cryptocurrencies, precious metals, real properties, etc. The tax will be
levied at the point of disposal of the investments.

Although CGT in general covers a wide group of assets, the proposed CGT in Malaysia
as announced in the Revised Budget 2023 will only be imposed on capital gains from the
disposal of unlisted shares by companies.

As a comparison, some ASEAN countries that have already implemented CGT and their
respective tax rates are as follows:

Country Headline corporate CGT rate (%)

Thailand Subject to standard corporate income tax (CIT) rate 20%
Indonesia Subject to standard CIT rate 22%

Vietnam Subject to standard CIT rate 20%
Cambodia Subject to standard CIT rate 20%

10% for non-oil and gas sector;

UL 40% to 50% for oil and gas sector




What can you expect |
from the Revised Budget estoemed Finance Minister had made an announcement on &

March 2023 during his keynote speech at Invest Malaysia 2023

2023 an nouncement On Eorﬁ(\)/\llt\jléng further clarification on the introduction of CGT as
Capital Gains Tax?
The implementation of CGT will be reviewed thoroughly

(2
In line with the Government’s continuous efforts to raise revenue ©-0 with extensive engagements with stakeholders;
collections and reduce our country’s fiscal deficit, our esteemed
Finance Minister has proposed to introduce CGT at a “low tax rate” on
the gains from disposal of unlisted shares by companies beginning in
the year 2024. It is hoped that the government will stay true to the @ Assurance that the proposed CGT will not be imposed on
proposal as announced to only impose CGT at a “low tax rate” on gains from disposal of listed shares; and
unlisted shares that are disposed by companies.

Though it will lead to an increase in revenue collections for the country,
the introduction of CGT is_ expecteq to also have some adverse impact Disposals of unlisted shares through an approved initial
on the economy as _the |n_troduct|on of C_:GT on disposal of unlisted ./il public offering (IPO) will not be subject to the proposed
shares by companies will have a direct impact on corporate CGT.
restructurings, Mergers and Acquisitions (“M&A”), Initial Public
Offerings (“IPO”) and might also potentially impact inbound
investments.

This further update from our Finance Minister is timely to provide
However, these adverse impacts are expected to be for the short term comfort to businesses and investors.
as companies will have to gradually come to accept and adapt to CGT

in the longer term.

© 2023 Crowe Malaysia PLT



Furthermore, economists expect an increase in the number of

Wh at Can you eXPECt companies going for IPO in the coming years and the exclusion from

CGT on disposals of unlisted shares through an approved IPO will

f th R 2 d B d t provide relief to these companies as a listing exercise cannot be
rOI I I e eVISe U ge rushed for completion before the implementation of CGT.

2023 an nou ncement On Meanwhile, companies that are looking to restructure their corporate

shareholding structures or going for M&A deals should consider

bringing forward their plans to be executed in the year 2023 to avoid

Cap I tal G al n S Ta,X ? (CO nt) the added tax burden from CGT, where possible.

Notwithstanding, there is still a lot of uncertainty surrounding the
implementation of CGT which we hope the Government will review
thoroughly and address accordingly before rolling out CGT in full. One
matter being discussed is whether the government will only impose
CGT on unlisted shares acquired on or after 1 January 2024 in line
with the implementation date, etc.

If.not, now is the.time for companies to review their corporate plans
and perhaps look at possible ways to mitigate the impact of CGT in
the future.

To quote Winston Churchill -

He who falils to plan is
planning to fall

Photo'Source: The Edge Markets




on the
Implementation of CGT

Will long term investments (e.g. held for
more than 5 years) be subject to CGT?

Are losses available for carry
forward to future years?

Any exemptions given for sales of shares within a group
without any real gains e.g. group restructuring exercise?

How to determine cost of the shares in special
cases e.g. shares distributed as part of a capital
distribution in specie?

What are the filing requirements?

What type of shares will be subject to
CGT, e.g. ordinary shares only or
includes preference shares?

Will CGT replace RPGT for disposal of Real
Property Company shares?

What will be the tax
rate for CGT?

Will there be double taxation issue where gains are subject to both CGT
and other taxes, such as corporate income tax, withholding tax and RPGT?

© 2023 Crowe Malaysia PLT 6



Actions
Required

What Should Companies Do?

Businesses should proactively review their
group’s corporate plans in the coming years and
assess whether there are any opportunities for
restructuring of the group’s corporate structure,
divestment of companies or undertake any other
corporate exercises that may involve the transfer
of unlisted shares.

© 2023 Crowe Malaysia PLT.

How Crowe
Can Assist You

Tailored Solutions to Meet Your Needs

In addition to reviewing the group’s corporate plans and
highlight transactions that may be impacted by CGT, we
will also provide insights on the potential tax implications
such as:

« To comment on the potential impact of CGT (when
more information is provided by the Government).

» To highlight other potential tax implications, i.e. RPGT,
stamp duty, corporate income tax, etc.

e To recommend tax efficient methods to meet the
group’s objectives.
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Contact us About Crowe Malaysia PLT

Crowe Malaysia PLT Crowe Malaysia PLT is the 5th largest accounting firm in Malaysia and an independent
Level 16, Tower C member of Crowe Global. The firm in Malaysia has 13 offices, employs over 1,200 staff,
Megan Avenue Il serves mid-to-large companies that are privately-owned, publicly-listed and multinational
12, Jalan Yap Kwan Seng entities, and is registered with the Audit Oversight Board in Malaysia and the Public
50450 Kuala Lumpur Company Accounting Oversight Board in the US.

Malaysia

Tel: +603 2788 9999 About Crowe Global

www.crowe.my

Crowe Global is one of the top 10 accounting networks with over 200 independent
accounting and advisory firms in more than 145 countries. For almost 100 years, Crowe
has made smart decisions for multinational clients working across borders. Our leaders
work with governments, regulatory bodies and industry groups to shape the future of the
profession worldwide. Their exceptional knowledge of business, local laws and customs
provide lasting value to clients undertaking international projects.

This communication is prepared and issued by Crowe Malaysia PLT, it is meant for general information purposes only and it is not intended to be professional advice. Recipients should not act upon this communication and please consult qualified advisors for professional advice and
services. Crowe Malaysia PLT or any of Crowe’s entities will not be responsible for any loss or consequences of anyone acting in reliance on this communication or for decisions made based on this communication.

Crowe Malaysia PLT is a member of Crowe Global, a Swiss verein. Each member firm of Crowe is a separate and independent legal entity. Crowe Malaysia PLT and its affiliates are not responsible or liable for any acts or omissions of Crowe or any other member of Crowe and
specifically disclaim any and all responsibility or liability for acts or omissions of Crowe or any other Crowe member.
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