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1.0 IHEHANIE
Investment climate

1.1 £ Business environment
Sk E2BBAGER - BEDS WA ZHE NG A R AR EI R BTN S -

Malaysia is a federated constitutional monarchy, with a bicameral federal parliament
consisting of an appointed Senate and an elected House of Representatives.

1957 - RER DAL EEMN T BRER T RAA =5 O - T pon LIS WA RS A
TREFE - £ 2020ERE ARERERT - BRELNEFEE 2020 ERANZEREH
x5 -

Following independence in 1957, rapid industrialisation has transformed the economy from
one relying primarily on the production of mineral and agricultural export commodities

into one dominated by manufacturing and services. Under the “Vision 2020" blueprint for
economic development, Malaysia aims to become a fully developed nation by 2020.

SRMIEREER IV TFENSINEH RN ©E2RERERILE DR EZ N E
Z— - SRATEEABMRAS - BFMBESFmNEFENEOE - B&SEHSEEY LS00
MERI36%

Malaysia continues to play a leading role in world markets for some of its commodities: it is

the leading producer of palm oil and one of the main sources of rubber. The country is also
a producer and exporter of oil and natural gas as well as electrical and electronic goods, the
latter accounting for 36% of total export value of manufactured goods.

MM RTRAEREFEAESHNER - SREWERBETAH - EMMREEDRHEL
FgE -

However, to elevate the nation to a more advanced economy, Malaysia is shifting to a new
economic model based on innovation, creativity and knowledge-based activities.

SRETVHNTZUERE R - EHFENARNRASEERES - HEGREERENEZHOB R -
BamEr - URARBRIVRSWHATD - (FARPITEZREKSE (RHE) Mol REMNAESR
RSK (AFTA) MENEER - SRAODABBIEN B RIAORE - AMSSAABBRRSK
WELEM - 22— PMXANRYEBRRBNGST -
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RE(ASEAN)EZ AR EANCEE - RIGE - (EEML - EH - SRAT - 6 - FFEE - FM
® - mEMERE  E-MRESZMERSHE - SEREREMREURSHE ZBELFNEEN
HHEE - NMET R — MRS HIARRSISNERZMIRE -

Malaysia is committed to a multilateral trading system. The country maintains a relatively
open trade policy regime, with policies aimed at improving market access for exports of
primary commodities, manufactured products and, increasingly, services. As a founding
member of the Association of Southeast Asian Nations (ASEAN) and a signatory to the
ASEAN Free Trade Area agreement (AFTA), Malaysia intends to eliminate import duties on
all products and thereby realise AFTA's ultimate target of creating an integrated market with
free flow of goods within the region.

ASEAN - comprising Brunei Darussalam, Cambodia, Indonesia, Lao People’'s Democratic
Republic, Malaysia, Myanmar, Philippines, Singapore, Thailand and Vietnam - is a trade and
social alliance intended to foster economic and social cooperation among ASEAN members
and others, to establish a joint market for attracting foreign trade and investment.

SkpItZETSAA - BE - ARSH - JIZHEE - IRIFRINE BTSRRI EE®L
=il (GSP) -

Malaysia also enjoys generalised system of preferences (GSP) privileges from Japan, Norway,
Belarus, Liechtenstein, Kazakhstan, Switzerland and Russian Federation.

N EH Price controls
EARSSEAEEBESREANS - - EAMNENINE - FEEZBNNEET HERET
WHEEH] -

The Ministry of Domestic Trade, Co-operatives and Consumerism controls prices of liquefied
petroleum gas, sugar, cooking oil and flour. Prices of specific food staples are also subject to
price controls during festive seasons.
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#NiIR7= Intellectual property

SRATZ HREAR AR (WIPO ) KRR Z — » BRI Z2ERF LI = NXERALMNFRF
XZZARERBREAANEET - A 7THRERDRATIRNRFPR/FSERRE - HAERW
IMERBRURF  DRATVNSE 7TESRSBRNOMRNDE (TRIPS) - HNAZRNE
TERA LR JESME M INE -

Malaysia is a member of the World Intellectual Property Organization (WIPO) and a signatory
of the Paris Convention for the Protection of Industrial Property and the Berne Convention
for the Protection of Literary and Artistic Works. Malaysia also signed the Agreement on
Trade-Related Aspects of Intellectual Property Rights (TRIPS) and acceded to the Patent
Cooperation Treaty and the Nice and Vienna Agreement, to ensure that intellectual property
protection in Malaysia conforms to international standards and provides protection to both
local and foreign investors.

SRAWHIANR =N RF MBI - €8 ~ b - TWigit - M3ErSMER BB EIKR
i BRSO E - SRALEAEESASRENMBATBRNBAENIOER - ARIEDHHN
ER - BRALPWBEFNRFROER - BNBANESHE 7 ERAR=NBEE -

Intellectual property protection in Malaysia covers trademarks, patents, copyrights, industrial
designs, geographical indications and layout designs of integrated circuits. In this regard,
Malaysia has strong laws with adequate civil and criminal penalties, and takes a proactive
approach to enforcement. There is an Intellectual Property Court and the government has
crafted a National Intellectual Property Policy.

SRAWFNR =N EHEEMEERRFRNTH(BIAN - 2002F SR AW 1B WENR=HOE
<~ 2000F IR AS ~ 2000FEEMBBEEIRINAS ~ 1976FBINES ~ 1983FETFE
2L 1996 F TWRIHAS ~ 1987 FMABOEL)MEMARRINRNELL - SIA0 - ERRFNT5
ERHEWRFZAIEZ AR IR NEZ ERIIAR -

The Intellectual Property Corporation of Malaysia manages and regulates the laws (i.e.,
Intellectual Property Corporation of Malaysia Act 2002, Geographical Indications Act
2000, Layout-Designs of Integrated Circuit Act 2000, Trade Marks Act 1976, Patents Act
1983, Industrial Designs Act 1996 and Copyright Act 1987) and other matters relating
to intellectual property such as providing advisory services on intellectual property and
promoting public awareness on the importance of intellectual property.
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1.2 %5 Currency
SR ESM/SE (MYR) -

The currency in Malaysia is the Malaysian Ringgit (MYR).

1.3  MZFFEE Banking and financing

HRHE2001-2010F EA BRI £ R 2 AEMK - DERAWRTIWIFHT T REHA - BEENEANE

B - REERMLERNRTWETE 7 BIWEMN - SR TEANEIRENNEETMNBEENTE
I - EZANREAKR201E £ FH92011- 2020 F HIEME RIER - XN EEE TS RE
MEIPFEVEHRR & - URBRASHINE - SWANSRATZEFIRERERSISNEHES R
21 - ERNEHEIMNFTEN A RNE R CREIEENIER - ILAXEE—PI1gR8e
FNEHZHXIE— AL - NMEB NN R R E S S EZXIEH RS -

PH=%rHBREABZNMT - 2006588 53k BATIR H K Sk L E bR P =& ri 5
DRI RIEE 7 SR L USRS T - Dkl RS MRBIEANEERSHOE
PR @i i -

The Malaysian banking sector has undertaken significant restructuring, consolidation and
rationalisation efforts in accordance with the Financial Sector Master Plan (FSMP), which
was for the period 2001-2010. These financial reforms have placed the banking sector

on a stronger foundation with increased resilience and improved performance to face
foreign competition. The second master plan, the Financial Sector Blueprint (Blueprint), was
released in 2011 for the period 2011-2020. The Blueprint builds on the achievements of the
FSMP to evolve a financial ecosystem that will best serve a high value-added, high-income
Malaysian economy, while also having an increasingly important role in meeting the growing
financial needs of emerging Asia. Initiatives will continue to be pursued to strengthen
financial sector linkages and support intra-regional integration to effectively and efficiently
intermediate Asia’s surplus funds towards the vast investment opportunities in the region.

Islamic financing is of growing significance. The Malaysia International Islamic Financial
Centre initiative was launched in August 2006 to position Malaysia strategically in this area.
Malaysia also continues to promote Labuan as an international financial centre for offshore
services.
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1.4 5MEIREE Foreign investment
RENRETR IR ALNRSE] - DRAWEBG A FIFRsmINERE -

BUFB2009FEHHRETRSWFTWEBL - £ ESK - 28N FTl ( 8F1E4ES
RSB - fopl - izl - BERBW - HENRARRSW ) FLWEHE - 8 7R
E - BRI P EHRBSUIERANETEEZRS -

HNSKRHIMERENT RNAMENEN - SRAWHEL —ZARBEER - S1I0 - #TW
AT ~ FIAMR BB ~ SMBRUCIER - MERAARE ~ WEHR , SRABR (55
BIEBRNARRAZN60%EE ) ~ ABUFHIRGEUR 2 7580 T FE XA BUS 2B A1 53
R RBEXNEROMXEER S LHZIAE - BN EEREIIMARE « 3KI "KE$L" #
BRAS NI =AME -

SRAETNSREBRETNSRRAT ~ KFREEBRASIFR/NEEWAR AR
KR - BRI EREREIEW BE - BTIRSS - EREARRS - EMEAK - FH=% -
MBERE ~ RSB ~ FoFW -~ FERW - Af - AEZHHIE - TRATWMRE - TABERMMH
RIRP - AWBNBEEMUST=ZME - 2018FEM BB =ML 7 — IR RRE R -
SRS R EARRSE IR AAREIESH - BEN=A - TWPBRMSERARKHER - [
TU4.0%R - ZshiE R N2018 22020 M F ( JE2 MRMFNT 2R ) KEMED
1,000 h M e ART LRFEMEAXBRMENERERE -

PUR1.S5ET it — St 7 ARBBAEE -

The Malaysian government generally encourages foreign investment, although restrictions
are imposed on investment in certain sectors.

The government has been liberalising services sub-sectors since 2009 and allowing foreign
equity participation, and it is expected that 128 sub-sectors (in areas including health and
social services, tourism, transport, business services and computer and related services) will
be liberalised. A National Committee for Approval of Investments in the Services Sector has
been established to facilitate investments.
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A broad range of incentives are available for companies seeking to invest in new projects
or expand existing projects. These include pioneer status, special investment capital
allowances, a variety of tax deductions, accelerated capital allowances; double deductions;
reinvestment allowances (i.e., a 60% allowance on capital investments made in connection
with qualifying projects), access to government-sponsored industrial estates and
concessional grants and loans from government agencies.

Investments in less-developed areas qualify for many of the same programs, but may
receive additional benefits. Incentives for “principal hub” companies also are available.

Incentives are provided for high-technology companies in the Multimedia Super Corridor
Malaysia, companies in the Economic Development corridors and small and medium-sized
enterprises. Other favoured activities include manufacturing, hotel, healthcare services,
information technology services, biotechnology, Islamic finance, venture capital, services,
tourism, certain types of agriculture, petroleum, car component manufacturing, specialised
machinery and equipment and energy conservation and environmental protection. Offshore
financial services are favoured on the island of Labuan. The Budget 2018 proposes a new
incentive to encourage the transformation to Industry 4.0 which involves the adoption

of technology drivers such as big data analytics, autonomous robots, industrial internet

of things, etc., by the manufacturing sector and its related services. The incentive would
provide accelerated capital allowances and automation equipment allowances on the first
MYR10 million qualifying capital expenditure incurred during years of assessment 2018 to
2020 (fully claimable within 2 years of assessment).

Available tax incentives are described further under 1.5. below.

1.5 #iHB{AE Tax incentives

3 T i1 (PS) AN EHULR T (1TA)

N T WA BEEEEATEWRANT0% 2R ( FLERN100% ) AHHSEFIJEKED
F o MMTWHAIAEERT NS "SHEE" AT "SH ~m’ Was - B9 'R
MU R E K A0ENNBRNE NS BEAZHN60% Z100% IREEARIGEZRBEN - Fr¥ T
W AT R3S B A WORL e 2 A BE R AT 3B IR -
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Pioneer status (PS) and investment tax allowance (ITA)

PS incentive involves a tax exemption of 70% of statutory income (100% for certain activities)
for a period of five years which can be extended to a tax holiday of up to 10 years. The

PS incentive is available to companies undertaking a “promoted activity” or producing a
“promoted product”. Alternatively, the ITA provides a 60% to 100% allowance on capital
investments made up to 10 years. Both ITA and PS incentives are mutually exclusive.

g

BURB& ARG FFMriERE ( 8RB2017E7A7H BT NKE R OER ) DUEH SR E2015
FARMHY "XEPL" WRIIARE - KEPOEE-FRESREWTMAAIIH SR A
FRERBMNERUFZEEMHNAT - A TEE - FHAZHEWFEERE - SFEXNKR
B REEE ~ REEHWEES B - WH - ERMANTRFIREE -

AN XIS RO ATESFRNZE0% ~ 5%E10% AW ( MAZ2018RBEEHN24%
ERTBE ) HUEBRLERSTE - WTHANLRT - @RcCHBELLSH (OHQ) - ERX
e (IPC) X D480 (RDC ) HBRHIMA LT - JUEAFAREIBERAZZX

HPOZERFBRNE - KPP OAEBNSELER /T AER T E3KFIPC/OHQ/RDCEEEE
W FIPC/OHQ/RDCIAEMIA AT - BuiEHTEMIA AT -

X/ elE M E MR T

c WUEFEYMAENRT - ENBARLBEREZA - N TEEERASKAETmE
G EFMEMEENEME - TR - SR NaYER —ELTRTH#R

* TARUMB/FRANEX ;

* RFINBERBEWMERERULEHWS ;

« IRESRALIEKSHRKS - WFERENNE LRSS ;

ANCEEREN ;A

s ETREUFSARNFENSRAWINEIIERRWEE - tHERENINERRIRT

2015F5A18# - BRI TEFRRE RO (IPC) ~ KEa8 0 (RDC ) MEEEEL
(OHQ ) Bk -

1
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Principal hub

The government has issued detailed guidelines (including the revised Guidelines for
Principal Hub dated 7 July 2017) for tax incentives to promote the establishment of
“principal hubs” in Malaysia introduced in April 2015. A principal hub is a company
incorporated in Malaysia and that uses Malaysia as a base for conducting its regional
and global businesses and operations to manage, control and support its key functions,
including management of risks, decision making, strategic business activities, trading,
finance, management and human resources.

New principal hub companies will enjoy a reduced corporate tax rate of 0%, 5% or 10%
(rather than the standard corporate tax rate of 24% effective from year of assessment
2018) for a period of five years, with a possible extension for another five years. For existing
companies, including existing companies with approved operational headquarters (OHQ),
international procurement centre (IPC), or regional distribution centre (RDC) status, the
Principal Hub incentive grants full tax exemption on Value Added Income, for a period

of five years. Extension for another five years is not available to existing companies that
have obtained approved IPC, OHQ or RDC status and have been granted IPC/OHQ/RDC
incentives, but is available for the other existing companies.

The following incentives will also be available:

- A customs duty exemption for goods-based companies on raw materials, components
or finished products brought into free zones for production or repackaging, cargo
consolidation and integration before distribution to the final consumers;

+ No requirements for local equity/ownership;

- Permission for a foreign-owned company to acquire fixed assets for the purpose of
carrying out the operations of its business plan;

+ Use of foreign professional services if such services are not available in Malaysia;

+ Flexibility in foreign exchange administration; and

- Certain permitted posts for expatriates, based on the requirements of the company’s
business plan and subject to Malaysia's current policy on expatriates.

The scheme replaced the incentive schemes for international procurement centres, regional
distribution centres and operational headquarters, effective 1 May 2015.
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1.6 SMLCEHI Exchange controls
SRATABAEMNASKHERZBENINCESIE R - PRBITATINCEFIFABHE - A
MBNRTT IR 2 E bR 5 450 2 A AU EGR TN -

A FANAE (B2ERS A2 - €N% - HENAE ) JEBER - RSB EERMNA
SR INCEBAECAMNTEREE - DEMS - REMRTHEREASIDERNER -

Malaysia maintains a liberal system of exchange controls that applies uniformly to
transactions with its trading partners. The central bank handles foreign exchange controls
and regulations aimed to assist the banks in monitoring settlement payments and receipts
of international transactions.

Repatriations of capital, profits and income (which include dividends, interest, royalties, rents
and commissions) are freely permitted. Foreign exchange administration rules have been
relaxed or eliminated, except for trade with certain countries. Generally, restrictions apply
only to a resident with domestic ringgit borrowing.

13
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2.0 12T
Setting up a business

2.1 FBFEBPWAME Principal forms of business entity
BVARTERVEEARAS(EHRIMAAAT) - MEATEL M D ZAHNME - BWE
£ AREAESNK - GRKARBRAER - WHIEBRRZEMS - BRATWEXAEAREN - XiPE
O LIERANGRSTERSE—ECERN - RIPASSHHEENF R (BFENIESAT ) -
FAABRASIRHIR AL - T EAEBESRNANESHEL [ ARTKAME - AL TET
BRAERANBRATRNEANARAT - WAATUUERAARAT - RZINA -

The main types of business organisations include the limited company (either public or
private), local branch of a foreign company, business trust, limited liability partnership,
partnership and sole proprietorship. Among foreign investors, the limited company is the
most popular form. It limits liability to the unpaid portion of the nominal value of the shares
held, safeguarding the interests of all parties (including the foreign parent company). Private
limited companies restrict the right of share transfers and may not seek capital - either
equity or debt - from the public. All limited companies that do not meet the conditions
governing private firms are deemed public. Private companies may be converted into public
companies, or vice versa.

IR ABIF £ Formalities for setting up a company
EREFNT KEBHBEERATFHREIERK  EBINRAREILAHNEW AL -
M - AZEHNEBSBEEW U - FEMNRTIHINERARFEENFAIMREKAET -

TR SRAWKRE A RBMIDA)BAFIHAARAKLILNN - BFEGH - BARE - WAL
BIRS  BINEXEHABEE -

The country’'s economic expansion has been accompanied by a steady rise in technical
assistance as a means to transfer technology to new ventures. Nevertheless, most such
transfers through licensing agreements have been limited to subsidiaries and to affiliates of
the foreign licenser.

It no longer is necessary to obtain approval from the Malaysian Industrial Development
Authority (MIDA) for technology transfer agreements, including joint ventures, technical
assistance, licensing and engineering services.
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AT)IR1I Incorporation of company
EIROWAILAT - HIUATRUZHRERUANNR I AT BRI AN - HEOATER

FOEMRER

(1) BRSRAN ; (2) 8RR, (3)FEGNMEN,; (4) ES5/KEAREESH ; M (5
) AEDEMMFAERLCR - BEBME (1) A (2) 2oER - BEERBRATRI - (EAE
K —ERD - AT P NEENMERNATDEZRSH TN AW - RETmolLUERE]
ATILIIEHZ0RA - BRI ATZERAMYCOIDELI TP EEH "BRFE" - IUE—KRZ
NIERERATIREDR -

To establish a company in Malaysia, a similar name search must be conducted for the
availability of the proposed company’s name, and a nominal fee paid to the Companies
Commission. After that, the following documents, together with registration fees, must be
submitted to the Companies Commission within one month from the date of approval of
the company's name:

(1) the memorandum of association; (2) the articles of association; (3) statutory declaration
of compliance; (4) statutory declaration by a director/promoter; and (5) summary of
incorporation details. It is to be noted that (1) and (2) are optional except for a company
limited by guarantee. As part of the requirements, a company secretary who is a member
of a prescribed body or is licensed by the Companies Commission must be appointed
although the appointment can be postponed to 30 days after incorporation. The
incorporation of a domestic company can be completed within one day, through the
“superform” accessible through the Companies Commission’s online MyCOID portal.

A SR Forms of entity

EHRMBABRIELTER

Requirements for public and private limited companies

BE  WARVEIBHAEMILERNDARA - REZEARER - BRI DIATESNE
st - ERAEMEN  HELSABRIRIIB=TRTHK

Capital: There must be a minimum of one subscriber holding one share of MYR1 each.
There are no legal reserve requirements. Contributions can be made in cash or in kind, with
valuation carried out by an impartial party.

15
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B 2AERIEENIRBIZER - WTMABRAE - KRN EBAIS0AN - AEESATSE
FRAENERNAIES -

Shareholders: For a private limited company, shareholders are restricted to a maximum of
50, excluding employees and former employees of the company or its subsidiary.

BE2 WABRATNIAENE - M ERATNKMBZRD2E - EIRANKAEES
NESRAMEFRNES (JLUIESRATAR) -

Board of directors: Private limited companies must have at least one director and public
companies must have at least two directors that maintain their principal (or only) place of
residence in Malaysia (although they need not be Malaysian citizens).

Bl AT : WEBRIES2NATRETLARIEK - ERREZATOUEEIEERS -
Management, labour: There is no requirement that labour be represented in management or
on the board of directors. There are no nationality or residence requirements for management.

BMBMEBA  RUIASNEWERNTEM2,5002500058M 7 - KTKRE - GiFEEMTE
R - BRI BEREAUMENTER - AM—RAMATERZERTTIE - MINEAEE
== AENELELHS5,0005 T 270,000 MHEMZE -

Taxes and fees: The formation of a company involves professional fees ranging from MYR2,500
to MYR5,000. There are no taxes on the issuance of shares, bonds or other issues, although
stamp duty may be payable. A local company is subject to an incorporation fee of MYR1,000 and
a foreign company is subject to an incorporation fee ranging from MYR5,000 to MYR70,000.

BRGTEE - ROMDIEIS - EMRASREFATNEBERDIIMAFSHIREN - MR OIAE
Y - HUBENKRE - BE - AAELSAFIRIOFERE -

Types of shares: Shares must be registered, and ordinary shares in a public company and

its subsidiary must carry equal voting rights. Preferential shares are permitted and may carry
special rights or restrictions on dividends, voting, repayment of capital, etc.

£  RENEBE B RS HERNNRRAEN - B2 - BREBATIVNESRER - BREN
MEHEERIIBEL TN 7 =RU EZH (FHRAN ) B -

Control: Decisions are made by a simple majority of capital, except in the case of a company
limited by guarantee for amendments to the memorandum or articles of association and
reductions of share capital, where a three-fourths majority (special resolution) is required.
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SMEABIN A2 Branch of a foreign corporation
SEATTUBEARTEZRARRRIMEN B FRIEH LN R ZERARBIBFET AL - L
HRIVEASBMW DAY - BIR—BEWHAE - JEMHE (A0 SNERSHEEBAE R
PRI ~ RBIF AT SR EMERIN (W TERBRATNOGET ) ~ ESBHFMAZER -
SNEATIRIBRNEESR - HUENE AT BN ) FEQTZRBIFITAR - 52
—HERERANTERS - DN TLITREZS MBZAENARATEZBNN DR AT ERH
BF AL -

Branches may be established by making an application to the Companies Commission on a
prescribed electronic form to ensure the availability of the proposed company's name, along
with payment of a nominal fee. After that, registration documents (i.e., a notice of registration of
the foreign company, statute or memorandum and articles of association or other instrument
defining its constitution (optional unless for a company limited by guarantee), details of its
directors, a statutory declaration by an agent of the foreign company and supporting documents
approving the name of the foreign company) must be submitted to the Companies Commission,
together with the registration fees, within one month from the date of approval of the company’s
name. A branch also must supply the name and address of at least one Malaysian resident who
is authorised to accept notices served on the company.

MRFAEEL - SERTINDZHNEER LEHBAAFFSRALVARER - £TBUTEMINE
AEEIMTRFAS  BERATIMEZNEDRRABIEALER D ZNEIZEE - KD
SNHSERASMERNMEHRE K - BEHBEAERTHREAE - mENIE XNFFIE
KB SRAWHFFSREARIER - IRDZHWRELNFRE) - WS HREA D]
BAFERMNF LT -

Branches of foreign corporations in Malaysia are generally treated as non-residents

in Malaysia for tax purposes. As part of the government'’s efforts to encourage foreign
companies to incorporate local subsidiaries, certain tax benefits enjoyed by resident
companies are not available to branches. Although branch operations are subject to income
taxes similar to those levied on resident companies, branches generally are not eligible for
tax incentives and must supply proof of income not derived from Malaysia. If a branch does
decide to incorporate, it may not carry forward its existing business losses on incorporation.

17
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BUNSZHMIRILFASNRREMEZ XA IUA T RENRKEIE - IRSENTHRE
EHEZIRWALR - R IUERI—FRAOZHNE (ESHHE ) - BERI—FRF2T (
EREFRENWN(E ) -

The tax implications associated with establishing a branch versus a subsidiary depend, in
substantial part, on the tax regime imposed by the home country. Where the latter taxes
the worldwide income of its residents, a company may initially open a branch (during the
loss-making period) and subsequently incorporate a company (when the business begins to
make a profit).

SERATHNARL IR ENDELAES KA T EEDFIENEAFTEOATERZIMM -
M - EOZUAMIDAR RN L E - BEAZAN2F - XENFREZLHFEIRML A
B -

A representative office or regional office of a foreign company performing permissible
activities in Malaysia is not required to be registered with the Companies Commission.
Approval must be obtained, however, from MIDA and is normally valid for two years. These
offices are not subject to tax in Malaysia.

2.2 MIZ#M Regulation of business

®\FH Mergers and acquisitions

ZHI - N TRIRSTETER BN —8T - SEREZERS (FIC) NE FTBRBBHE™ - &
FANUWTE FR IR A AT AW SHAEN - 2009FINERAZR2MEE - MIBERBHIE - Bk
TIRENMEREL LT WSSHNRMR I - MESRETRNRS - 28M - NMeEESEEY

EMEDSM2,00055U EALTE ([RER ) SUBNFIBRN A =HRmEZE T EFEN LA E
(EPU) - BRILZSN - BB AP ARREPURLAE - BSNE AT A= MmN ERSD
FTE5mI100% -

Previously, the Foreign Investment Committee (FIC) regulated guidelines on the acquisition of
assets, mergers and takeovers of existing companies and businesses in Malaysia to ensure
consistency with the objectives of the New Economic Policy. The FIC was disbanded in 2009,
however, and the guidelines have been liberalised. No equity conditions apply except for those
imposed by regulators in certain strategic sectors. However, any direct or indirect acquisition
of property valued at MYR20 million and above that results in the dilution of ownership
interests held by Bumiputera (indigenous peoples) or a government agency requires approval
of the Economic Planning Unit (EPU). No other property acquisitions require EPU approval, but
foreign interests cannot acquire property valued at less than MYR1,000,000 per unit.
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ZEWTFNEE S EHI Monopolies and restraint of trade

SkACRZEIDASN "2l WEIIRAMNENY - EEATWEF R AEMEMEZ S
At HENTFE - KIEERWIERBZHRKE - FEHTHEH - B85 - ZEEMDE
WHENFEESRE TR ME - AERFRSMNBEBEBRERER - 280 - FLeA IR
ABBH ARG ~ RS MEEEF0NES B EIBATHRE -

000FE RS FEEREMMRFRHR - BFE MEARFENRIER - RESMHHIN - BAH
WAL E D T FHREEAR -

KIE010F SRANLRFERDEZRBUNIRAV TS ERS (MyCC) BUHBATTNIT
20108855 - EEZFRRESSNIRPEIF AT  HRENMERL T -

Malaysia does not have antitrust legislation or a formal definition of “monopoly”. Its free
enterprise economy encourages healthy competition and fair play of the market forces of
supply and demand. Industry consolidation is undertaken in the financial, communications
and multimedia and plantation sectors to strengthen local companies, in lieu of implementing
trade and investment liberalisation measures under the country's World Trade Organization
commitments. However, certain strategic sectors still are protected from competition through
government procurement and trade licensing or permits.

The Competition Act 2010, which is anti-monopoly and anti-cartel, includes traditional pillars
of competition law concerning anti-competitive agreements, abuses of dominant position and
mergers having the effect of substantially lessening competition.

The Malaysia Competition Commission (MyCC) is an independent body established under the

Competition Commission Act 2010 to enforce the Competition Act 2010. Its main role is to
protect the competitive process for the benefit of businesses, consumers and the economy.
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23  £it - FARAFIHEK Accounting, filing and auditing requirement

XN FIEFAA LR - BREAWMSIREEN ( MFRS ) 2&HIERN - BRLSAE iF AN
SIREEN (FRS ) AEZRIERER - EERIEMAFRSWIER B SLANME2018E1BIHE 2 5 A
HFEEAEEEMERS -

SRAWFASLEREENMPERS) EATRARLME (2016F1R1HH ZENMSHRE ) - T
B UEEZEEAMRS « MEBHHEEFRSMABLABTERE2018F1R1EH 2 A A
B HR 83 E FBMFRSEIMPERS -

NEDARRFERE - ESRENMFTFURELIKALLTEZRZ(CCM) - WHIREN
MAETBUSINIEE IR IRTI & - RIE "2016FA8NE" Ml "2001EZRAT AT ERS
L RERANAERASARBRSHEIHR - ARELT - TWARINFET RN A
g FEFRMNATRERRFIN - BABRSEMRIBR AL T HHMFIRE - FFW LR
BHEFETERILT -

MFRS is mandatory for non-private entities, with the exception of certain entities that are
permitted to apply the Financial Reporting Standards (FRS) framework as an alternative. A
non-private entity that has chosen to apply FRS will have to comply with MFRS for annual

periods beginning on or after 1 January 2018.

Malaysian Private Entities Reporting Standards (MPERS) apply for private entities (effective
for financial statements beginning on or after 1 January 2016). Private entities may opt

to adopt MFRS in its entirety; a private entity that has, in the alternative, applied FRS as

its financial reporting framework will have to apply either MFRS or the MPERS for annual
periods beginning on or after 1 January 2018.

Companies must submit an annual return, directors’ report and audited financial statements
to the Companies Commission of Malaysia. Financial statements must be independently
certified by government-approved auditors. Pursuant to the Companies Act 2016 and the
Companies Commission of Malaysia Act 2001, certain categories of private companies

are eligible for audit exemption, i.e., dormant companies, zero-revenue companies and
threshold-qualified companies. An eligible company that elects to be exempted from audit
must lodge its unaudited financial statements with the Registrar accompanied with the
required audit exemption certificate.

20



3.0 £ MI#35

Guide to Taxation and Investment in Malaysia - 2018

Business taxation

3.1 ik Overview

ESRMIARADEBBRRASMER ~ Ah=NSRIHEN -

YN EFSET R - AT CIERSEREN ZBRUILE -

WEES T @AM NEEIRULS (IRB) ATTERL NAMNPTAEN B | 1967 FSH
%~ 1967 FER(FTSHR)E ~ 1976 FAFFRFRDE ~ 1986F IR BRIEE ~ 1949 F ENTEREA

1990 FE M H BB WEEN X

Corporations in Malaysia are subject to corporate income tax, real property gains tax and

goods and services tax.

As noted above under 1.5, a wide range of tax incentives is available.

The Inland Revenue Board (IRB), an agency of the Ministry of Finance, is responsible for

the administration of direct taxes enacted under the Income Tax Act 1967, the Petroleum
(Income Tax) Act 1967, the Real Property Gains Tax Act 1976, the Promotion of Investments
Act 1986, the Stamp Act 1949 and the Labuan Business Activity Tax Act 1990.

OkAELASHE N
Malaysia Quick Tax Facts for Companies
PEPREBIHER 24% TE3.3
Corporate income tax rate ltem 3.3
DA 24% IE3.3
Branch tax rate ltem 3.3
BANGSTR R 5%-30% (A7~ real property); 0% (Eftild  WE3.4
Capital gains tax rate F*other property) Item 3.4
EARIRN EHAERD - BRRTRTT - Rk - ZEEEm
B BRSM
Basis Territorial, except for income from
banking, insurance or air and sea transport
25%% ¥
Participation exemption No
SHER% Loss relief
- EUREEIRR Carryforward  JERRER Unlimited TmME3.3
- TERIBIEE R Carryback & No ltem 3.3
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OkAETASHEN
Malaysia Quick Tax Facts for Companies
WERL RS B IME3.5
Double taxation relief Yes ltem 3.5
SN 7 - BAUBEEERBERNRN SR’ ImE3.7
Tax consolidation No, but group loss relief may be available  Item 3.7
AL EN A B ImH3.6
Transfer pricing rules Yes ltem 3.6
REAGEAN 2018 1RTHRRER: - BN 22N T TE3.6
Thin capitalisation rules 2019 1 ATH BRI FIEHIN ( 2018 Item 3.6
FMBINERRW )
Abolished from 1 January 2018 and to be
replaced by Earning Stripping Rules effective
from 1 January 2019 (Budget 2018 proposal)
SEINE A SR x IE3.6
Controlled foreign company rules  No ltem 3.6
MR FE W
Tax year Fiscal year
FREFLUL = IE3.7
Advance payment of tax Yes ltem 3.7
BB 2 HA T HESARENT A
Return due date Seven months after end of accounting
period
0% withholding tax
- = Dividends 0% IME4.0
- M2 Interest 0%/15% ltem 4.0
- FIFRE A ZE Royalties 10%
- RARRS LR/ imERS T 10%
— Fees for technical or
installation/operation services  10%
- o< Rental of movable
properties 10%
- ARZ APublic entertainer 15%
- DX AAFEC LR Branch No

remittance tax
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SkAEL QS HE N
Malaysia Quick Tax Facts for Companies
AN ¥
Capital tax No
HTaRES N IR - EE1L75% - E5R0.5% ; IE4.5
Social security contributions BN NTIE  BE12%/13% ; BE11% ltem 4.5
1.75% (employer) and 0.5% (employee)
for social security; 11% (employee) and
12%/13% (employer) for Employees
Provident Fund
T ANTIRR R GFUHEMXES
Quit rent and assessment Varies
ENTERL BOELLEBIE : 0.3% IES5.5
Stamp duty WrFEeLl - 1%-3% ltem 5.5
0.3% (share transaction documents);
1%-3% (property transfers)
HEER 6% WES51
Goods and services tax ltem 5.1
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3.2 #ER Tax Residence
MW EBREGIFTEEDRAL - AIEAASRATEREW -

A corporation is resident in Malaysia if its management and control are exercised in
Malaysia.

3.3 RMFEiIFREF1FiZE Taxable income and rates

NSRBI R—ARN24% - M2OTRFERL - WFESRATAIIND/NEEERW ( ESD
WHRANKAST25085H - FEABTHBBILZBEHN A ATNEWER ) - ERESHE
S50 S RMNMATE T LUIER18%MFIER - B 28 N M iE 24 %R =X -

F201752018RMEF - MREWHNABRABHERT L RBEFBR 7OPNES - WK
R T BE1%2N4% - REERNR I ER T NAKRASIEINERD

The standard corporate tax rate is 24%, while the rate for resident and Malaysian-
incorporated small and medium-sized companies (SMEs, i.e. companies capitalised at
MYR2.5 million or less and not part of a group containing a company exceeding this
capitalization threshold) is 18% (with effect from YA 2017) on the first MYR500,000, with the
balance taxed at the 24% rate.

For YA 2017 and YA 2018, companies will be eligible for a reduction of between 1% and

4% on the standard tax rate for a portion of their income if there is an increase of 5% or
more in the company's chargeable income, compared to the immediately preceding YA. The
reduction in the tax rate will apply to the portion of chargeable income representing the
increase.

OIRTEE WU AIEKEEH) OB BRERD MR B

% of Increase in Chargeable % Point of Reduction Reduced Income Tax
Business Income as Compared to  on Income Tax Rate Rate on Increase in
the Immediate Preceding Year of Chargeable Business
Assessment Income

INTF5% Nil 24%

Less than 5% x

5% - 9.99% 1% 23%

10% - 14.99% 2% 22%

15% - 19.99% 3% 21%

20% and above 4% 20%

20% KA E
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SRS ARSI AT ERZ38% « W TR ASASAESHRAMBHNARNE - HiEH
MEZ8% , N TRARE (BRMASHRSUEIRNER ) WPSNER24%MEE - S1F
HE—MBHKBRLE - ISAST3IHEMIEDEBERRERZI% ; MY TRZ7/5H3MH
o HiSABERN24% ( B2015RBF-EER ) -

Tax is levied on petroleum income at a rate of 38%. Insurance companies are taxed

at 8% on investment income and capital gains of life funds, and 24% on the income of
shareholders' funds (including surpluses actually transferred from the life fund). Cooperative
societies are taxed on a sliding scale from 0% on the first MYR30,000 to 24% (effective from
YA 2015) for income exceeding MYR750,000.

N ABPS AW 5T - BIREREFEFTEM AN EBIE2 5005 M/ AMERAREFRE
MEBEFER (BIEFR ) - dE (1990FHHEREE) - EHRBHEERKARBWEDNR
MR DUIEER2 S B M e L B it a2 FER3%ME - th25 ATt o] 8% (1967ER
B/EE) WAENN - BX—EEZATHER -

No local taxes are levied on corporate income, but there is an excess profits tax (i.e., windfall
profit levy) imposed on oil palm fruit producers when the monthly average price of crude palm
oil exceeds MYR2,500 per metric ton. Companies incorporated under the Labuan Companies
Act 1990 undertaking Labuan trading activities may choose between paying a 3% tax based on
audited net profits or a flat rate of MYR20,000. Such companies also may make an irrevocable
election to be taxed under the Income Tax Act 1967.

MM E X Taxable income defined

NENBABENSRATREARNSHN NS - BIERSEREMEEFRSHAE - KE - F
B e - SiFNERZE - RS EMITE - XLEISEATESRATIRIIN D 2
RIS -

Taxable corporate income includes all earnings derived from Malaysia, including gains or profits

from a trade or other business, dividends, interest, discounts, rents, royalties, premiums or other
current earnings. These rules apply to branches as well as to entities incorporated in Malaysia.

N EENMBRE M ERR T EHIE MOEERE - SREWM008FHHSLTRER - X
MBEBET  WATMARFASIERNASHEREN - FILRARSKREBAZRHR -

25



Guide to Taxation and Investment in Malaysia - 2018

To simplify and ease the administrative burden under the previous tax imputation system, a
single-tier tax system was introduced with effect from YA 2008. Under this single-tier tax system,
income tax imposed on a company's chargeable income is a final tax and dividends distributed
are exempted from tax in the hands of the shareholders.

FRTINEWF—RABES KAWL - BN —LERFEWS - AIRTIL - R - fiask
R\ SERONE - BRIFEPRSAIS I E R AR T SRALLSMES) - ENREIRIR
TERAWWARFT - MAER - AN AEFTUEEMLEE D AW AKIR TR -

Foreign-source income is not subject to tax in Malaysia, although tax is levied on worldwide
income for certain activities, such as banking, insurance, and air and sea transport operations.
Unless profits or gains are attributed directly to activities conducted outside Malaysia, they are
assumed to be derived from Malaysia. Thus, the burden is on the company or branch to prove
which part of its income is foreign-source.

NTNERHAZEHNAT) - TERRTRHERZENNS - BMRIERAZES - AETIERE
* NEI AT REINREZRBN -

For a company carrying on Labuan trading activity, income derived solely from the holding of

investments, i.e., Labuan non-trading activities, is not subject to tax. Any dividend received from
such a company is tax-exempt.
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¥2R% 2 Sl E Holding company regime

SEER AT (IHC ) BEMUBERBATHEEWA (ABFEKRETRAZWHEWRA ) B
80% U IR BERENAT - —MMsS - ERASIPIAENZERARBERERASIENE
BEHEANTEPOAPAER "OIH0BRZERA" EXAZRH O ER AR -

An investment holding company (IHC) is a company whose activities consist mainly of the
holding of investments and that derives no less than 80% of its gross income (other than
gross income from a source consisting of a business of holding of an investment) from such
investments. Generally, only direct expenses attributable to the respective gross income and
expenses falling within the definition of “permitted expenses” in the tax legislation qualify for
a tax deduction in respect of an IHC.

#1B% Deductions

NAETHEAMNNERERE IR TRESMESNARS O - EPmEaENE « INRYF
NERABRELERW - B2 - EHENRANNAEESEN  SEEREWAMERINZEBLR
BEFIBR -

Deductions are allowed for any revenue expenditure incurred wholly and exclusively in

the production of income, including interest, royalty payments and certain taxes. However,
deductions in relation to single-tier dividend income shall be disregarded for the purpose of
ascertaining chargeable income of the taxable person.

FFAZEHNERFSEBINRZAMREIN - B - WEMEARWBERES L - ELDPIFEN0%
RSEEAN LR - EXTRERFNNLANE - £ LTHERLEN9%RSEE AN o] IR -

Interest expense deductions are restricted when borrowings are used for nontrade
purposes. Similarly, deductions are restricted to 10% of aggregate income for donations
to approved organisations and 19% of deductible remuneration for the employer's
contribution to the Employees Provident Fund.

HHE - BAZERETT 2 - 2% - BEXHEAIHERN - BRIEE (1967 FMSH

E) SETIAERSAEME - AINEWEMATMNTRS - SR BBAEIIER - BfMER
AMESE -
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No deduction is allowed for preliminary or pre-operating costs, capital expenditure or
costs of flotation, registration, winding up or liquidation of a company, unless specifically
permitted by the Income Tax Act 1967 or Ministerial Orders - such as the deductions
for incorporation expenses, pre-commencement recruitment and training expenses and
expenses for registration of trademarks and patents.

B % (Hi5517I8) Capital Allowance (Tax Depreciation)
BRHIE F 2EBWERRRER (KRBZHAEX) - AN —EEBXANENITIERU MY
REERFWLLRSFEA - WTMMEESERARREIE = 1EH - HRRE - KEMEG
S AESENEEFI0%ITERIA - —RIMAIRE I UEOCFERNEESE4% T EIRIA - EEEA
WA B ZE RN 2ELIF ARG F20%HEHTIH - 2018F MBI F 12 WAF E LA AR &
(BN - PN - BRI RS ) oI IBE2017 R ELER20%F B EEITIHER ( EFIRMG
NEBE0BREMEFRL ) - A8 1,300F M EMERA L —FRDEIHRITIH - £FX3EF/NE
- FEABBIE3,0005 -

The government sets depreciation rates for various assets, with favourable rates for some
items to promote their sale or use. There are three general classes of annual capital
allowances for plant and machinery. Office equipment, furniture and fittings are subject to
an annual depreciation allowance of 10% over eight years. The depreciation rate for general
plant and machinery is set at 14% over six years. For heavy machinery and motor vehicles,
the rate is 20% over four years. The Budget 2018 proposes that certain types of plant and
machinery such as computers including computer software packages are given special
annual allowance rate of 20% from YA 2017 onwards (note: for customised computer
software from YA 2018 onwards). Small value assets with a cost not exceeding MYR1,300
each are fully depreciated within a year, subject to a maximum amount of MYR13,000 per
year for non-SMEs.

RIESEITIHE - W TRENMENTWES ( EBZ2ET] MOE - ASHAER) - HE
—FITIEEAN3% - BESFERELETIHI% - TAERE XN EREEL - Bk - 8k - 4l
WMRFEE - FHNERTIE - TR FRIAEMAEND - AAER - SEIFEP O
RIEEBESERS - IELVERHNAR - SFEIEETARN0% -

Under the standard rates, industrial buildings (principally factories and warehouses, but

not office buildings) are depreciated at 13% in the first year and 3% annually thereafter

on a straight-line basis, regardless of whether constructed or purchased. The definition of
“industrial building” also applies to a dock, jetty, wharf, hotel, airport or motor racing circuit, as
well as buildings used for research, schools or other educational institutions, private hospitals,
senior care centres and living accommodations for employees, etc. Depending on the usage of

the industrial building, the annual allowances may be at a higher rate of 10%.
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SRAIHSVSRIVERAS - ERFEFRENIE PRBHNN - REMAENT ZHN
RAAXH - IIUZA60%NBRA/MSE - ZIABEFESHETINIWIUAS - B ASN%
NEUH B3RS RIR X T AT st UL B SR [ R B BB S -

A reinvestment allowance (RA) of 60% is granted to resident manufacturing or agricultural
companies that incur capital expenditure on qualifying plant, machinery and factory
buildings for qualifying projects. This incentive is granted to pioneer companies as well,
subject to the forfeiture of their pioneer status or grant of investment tax allowance.

BRER JMESBMEZS - TR - Bt - X - BEMER (R EAR ) ZTHIH/RE
e

There is no provision for depreciating patents, trademarks, copyrights, goodwill or leases
(except mining leases) unless specifically permitted by the Ministerial Orders.

513 Losses
SRR UEEESRHTIRD ( RKEELASIWMBENEAEERTENB LRI ) - &
WSROI ZEREFRT - SIRA @ EIEEHTEWNFE -

Losses may be carried forward indefinitely except where there is a substantial change in the
ownership of a dormant company. The carried forward losses may offset income from all
business sources. The carryback of losses is not permitted.

3.4 HAFEH Capital gains taxation
SR - R 7 S5 THAEERRN AN - RERENARE W ELNFE AR
B -

Malaysia does not tax capital gains from the sale of investments or capital assets other than
those related to land and buildings.

ADFEFSRERTESRA B S MANERT Y - ERENHEMS Lt AARONF] - 58
BEEAHRIRNOVFE - AR5 ZEREAHFIENZELTNME A M A
AN - HEXEAAD T RIBEERRENT5% ( ABIS50MRR - ERABY
SAPREERINAT) -
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A real property gains tax (RPGT) applies to the sale of land in Malaysia and any interest,
option or other right in or over such land. This includes gains from the sale of shares in a
“real property company,” i.e., a controlled company (one with no more than 50 members
and controlled by no more than five persons) whose holdings of real property or shares in a
real property company amount to 75% or more of its total tangible assets.

FEMERIFALE - ENEKREERN30% ; EEVERSILURESFHE - EREDHIA
20%M15% ; EEMERESECFRNZELE - ERMFANSY °

The rate is 30% for such disposals of real property made within three years of the date
of acquisition. The rates are 20% and 15% for disposals in the fourth and fifth years
after acquisition, respectively, and 5% for disposals in the sixth year after acquisition and
thereafter.

HEAAS N EAST I DAREHEILEHENHEAFE - SSRMLERQTIRBHE
HOERMBAN IETHE LA E - BERFIIRSN ARt ol et -

Capital losses arising from the sale of real property may be used to offset against capital
gains from such sales. Gains resulting from the disposal of property compulsorily acquired
are exempt from the tax, as are asset transfers by resident companies under an approved
restructuring scheme.

3.5 WEHUUR % Double taxation relief
SR RET SRAIRANNATSER - RETEIMNIMESEDSRKATALER (1ENS
RIT ~ R ~ Z=EI AW ASIBRAN ) -

Since Malaysia taxes only income that accrues in or is derived from the country, foreign

income derived by a resident is not taxed in Malaysia (except for banking, insurance, and air
and sea transport operations).
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BiE % Unilateral relief
BIME IO DI E — R AN SRAT R ( ELHBINERNER T - REEREIINIR
RIS0%IHITIRIN ) - (B 2| A SBIIZINIMNE UL A FE D S 75 T A7 S B MAORL AR -

Foreign tax paid may be credited against Malaysian tax on the same profits (limited to
50% of foreign tax in the absence of a tax treaty), but the credit is limited to the amount of
Malaysian tax payable on the foreign income.

HHULHE Tax treaties

SBxMmIBT ZHHRRINMEMNSE - ERWIHERBEBEEASHRNEDA - ST BN E
BETAGEABEENEEREANE (IRESXRANFELFERMWBERE - BMENDNE
HAEEBT204FAEBEHRARMPWNETEAE26RE (5) AWANE - ATFRIIBREBETER) -
—LEAOERESK - BRI ER - REFMENSIER - WEBENAELREMW N F R NE
IR BHE—MERNBE—TMERERAINVER - HRP—EZRNERATIRZS—NE
KA ERTUL -

R E AR T BB 15 O] UM IR BT PSR B IREIE IR L - I IERRE R X M AR
FEEREMERNRLBEPBIS -

Malaysia has a broad tax treaty network, with the treaties generally following the OECD
model treaty. New treaties contain OECD-compliant exchange of information provisions
(and based on a policy decision made by the Malaysian competent authority, the exchange
of bank information is allowed even if the bilateral agreement does not have the provision
equivalent to article 26(5) of the 2014 OECD model tax convention). Standard requirements,
such as those relating to tax residence, beneficial ownership, etc. apply. Treaties generally
provide for relief from double taxation on all types of income, limit the taxation by one
country of companies resident in the other and protect companies resident in one country
from discriminatory taxation in the other.

A claim for tax treaty relief can be made in a taxpayer's income tax return form, or a written

request can be made for treaty relief within two years from the end of the relevant year of
assessment for which the claim for relief is made.
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Sk WU 1) E R 45

Malaysia Tax Treaty Network

F/REETT EE FRE X3NiE
Albania France Luxembourg San Marino
SRR R = SR pUESTaIETA (!
Australia Germany Malta Saudi Arabia

B R B FEKEr EER

Austria Hong Kong Mauritius Seychelles
B &5 F E3=] H N

Bahrain Hungary Mongolia Singapore
&MU E ENE 5% 5 EZELS
Bangladesh India Morocco South Africa
sezlliN] EDE e LA [iiheidg

Belgium Indonesia Myanmar Spain
RETEN & BT 4 FER PHREETD EEd

Bosnia & Herzegovina Iran Namibia Thailand

PYE 3 BIR= = +THHE

Brunei Ireland Netherlands Turkey

mzEx BAAH = TESHE
Canada Italy New Zealand Turkmenistan
=l SN il fH A S EKE
Chile Japan Norway United Arab Emirates
P A= EEHE BE EEEER)
China Jordan Pakistan United Kingdom
T E T M&EE e A8 B/ LA 5755818
Croatia Kazakhstan Papua New Guinea  Uzbekistan
ERHNE FHE JEREE ZNIHH

Czech Republic Korea (ROK) Philippines Venezuela

EE BHE R= HE

Denmark Kuwait Poland Vietnam

B®R EREi e RIER 2EHT

Egypt Kyrgyzstan Qatar Zimbabwe

£ = ZEEL Hrg s

Fiji Laos Romania Slovak Republic
F= REW BT H

Finland Lebanon Russia

32



Guide to Taxation and Investment in Malaysia - 2018

3.6 [EFHIN Anti-avoidance rules

BiLEM Transfer pricing
IRBEERILENIEEPNA 7 HMARRERSE2EFa SRR RSN 5 A oJtbIES
BEMEE - BEHENEE - BANBE - REEMIEMFAERELE - W T aREKARESHE
EXHT/RENRG - MRAFELFERZEN - IRBENFHTIEE - RESIEPXTMN QLM
SORERS REFING AT - LEAh - WTFBIRER S MUSIT MAEN X -

Malaysia has transfer pricing guidelines where the IRB has introduced five testing methods
to determine whether a related party transaction is made on ordinary commercial terms:
the comparable uncontrolled price, resale price, cost plus, transactional net margin and
profit split methods. Any transaction for the supply or purchase of properties/services with
an associated person that is not at an arm’s length price can be adjusted by the IRB. Failure
to demonstrate arm’s length consideration also may result in additional taxes and penalties.
However, an advance pricing agreement is available for cross-border transactions.

S55RMIRANRINREATI ZENRZS - SREMHE - T3 - EtMZERARNASBUIAEF
EFRSRERERPHE - WRADMDAEFEMSRERET LPREBMINEEHUICHEES
FEBENRS - BRRBAENRERELLEAY - BRRNBAXHETEZEFERSHERDE
PREVERZY - REMAXGBEZEZNNM - ANFEFSIRBIEXK - RI|WSHERW AR -
A EN PN CIBEE F3RISF IS -

Transactions with related companies within or outside of Malaysia must be disclosed on the
annual income tax return, including purchases, loans, other expenses and other income.
Taxpayers must also declare on the annual income tax return whether they have prepared
a transfer pricing report for the period for which the return is made. Documentation should
be prepared by the annual tax return filing due date although there is no statutory deadline
to submit. Documentation should be contemporaneous and should be made available to
the IRB upon request. Advance pricing agreements are possible for a period of three to five
years, depending on the nature of the business.

E RIS Country-by-country reporting
REESEHKRERM A EEREBIMTHIT MR TEERIEREILENSIHEREN - 3
kAT EA£RM0T7FIATBE 2 B BN EEE REIFIRZERRS (CoC) HIE 7 AN
IER - B—OMEFTRE2018F12F31HAIRER - H2017F1/17HE - BT REERRZCbCIR
SHRRBIRNPIRE - GERERARS - AAEFHEANTHRASLIUEE GBILHEMmEIE
A - WAL T2HEM - ABII0FEMIMRH BN BN RN ME T -
RO7TEFSE (B ) EFR" N LA TIMEET Y KUK =SS a e A U E A
BERRMLZHRIEN -
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In line with the OECD BEPS action 13 recommendations on transfer pricing documentation
to be prepared by multinational enterprises, Malaysia has introduced rules and guidelines
on the preparation and submission of country-by-country (CbC) reports for financial years
beginning on or after 1 January 2017, with the first submissions being due by 31 December
2018. With effect from 17 January 2017, a penalty of not less than MYR20,000 and not more
than MYR100,000 or imprisonment for a term not exceeding six months or both, for failure
to furnish a CbC report or for filing incorrect return, information return / report or failure
to comply with the Rules made by the Minister to implement or facilitate the operation of

a mutual administrative assistance arrangement. The Income Tax (Amendment) Act 2017
extends the abovementioned penalties and offences to include implementing or facilitating
the operation of a double taxation arrangement and information exchange arrangement.

BASEE (BUEREMMES ) Thin capitalisation to be replaced by Earning
Stripping Rules

RIE2017F10 827 B AHR2018E M M E 2R R2017F12 298 TIAR20174F ( 5825 ) MK
EL - BR019F1RTHE - DR EMRGEHERN (ESR ) UEEKEMAN "FRGHIE"
BT EHEASHEIERER0IBFIRTIEMBE AR EMN BRI AN - WEHBANFHFEE
BAHRRTBEPSHEATUT I RIRERI - PURHIERBK AT 2B ENSHRMSEHN
BHWNR - REATE - B—EBAAE 2 BN AN SR IRIBR EWEE R HITRS - ZLE
KR AT - MM2018FTRTHRE - BAFEMN E R R -

According to the Budget 2018 announced on 27 October 2017 followed by the gazette of
the Finance (No. 2) Act 2017 on 29 December 2017, Earnings Stripping Rules (ESR) would

be introduced as from 1 January 2019, to replace the thin capitalisation rules that have
been incorporated in the Income Tax Act but that have not yet entered into force because
their application previously had been deferred until 1 January 2018. The ESR would be in
line with the OECD recommendations under BEPS Action 4 to address tax leakages due

to excessive interest deductions on loans between related companies. Under the rules,
interest deductions on loans between companies in the same group would be limited based
on a ratio that is yet to be determined. The provision for thin capitalisation rules is abolished
as from 1 January 2018.

Z1E45ME/AE] Controlled foreign companies
SkAIEAZEMNEASTAN -

Malaysia does not have CFC rules.
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—RR [ M0 General anti-avoidance rule
ERATHE RGN IUEEFTZENEN T RERBLEMHTHOHSAL - 3
RXANENtE —LEEEREFEAN -

Malaysia has a general anti-avoidance rule that allows tax schemes being entered into with
a primary or dominant purpose of obtaining a tax benefit to be disregarded. There are also
several specific anti-avoidance rules.

3.7 #HUEE Administration
MFEE Tax year
NENMREE (BIIHREE ) 2S2EVBREE -

The tax year (i.e. the year of assessment) for a company is its fiscal year.

BRIz T Filing and payment

W BIURIEI RN G B DA - DHANNERBEZESHSS ZAIHM - N8
RBEAZ D BB EIEA10%HITIFR - 1R N MR EET AR ERI30% - B EER 7
MEA10%BWTTR - M2016RBFRE - B ASTMIURRFIEE - M2018IRIZELE - MR
FENABFER I TVBRERRE - EEMNAR (CP204 ) SETT B MRZH ( CP204A ) BRIk
% o

BT ERIEAEEREN7 N BREAENES BT B EH 5 T ERBERINT B IRE -
PIREE T RS ERM WA - EIEHE A D BRI 2 5 0l BEF I RN ( BT
EPIRE IE B ZATHY ) HERGRTA - WTIRBEENMIEFPERM RN - AT
EREBEIE30HRSAS -

RNEETFERBROITHHZAEMLAT

Companies must pay tax in monthly instalments based on estimates of tax payable.
Instalments must be paid on or before the 15th day of each month. Late or insufficient
instalments may incur a 10% penalty. Underestimation of tax payable would also result in a
10% penalty if the actual tax payable exceeds the estimate by more than 30%. A company
shall furnish its Form E with effect from YA 2016 and estimate (CP 204) or revised tax
estimate (CP 204A) with effect from YA 2018 by way of an electronic medium or electronic
transmission.
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Companies are required to electronically submit a return on the prescribed form to the IRB
within seven months from the end of their accounting period. The form is used to report
actual tax liabilities, which may result in a balance of tax payable (which must be settled by
the filing deadline) or a refund from the tax instalments paid. Any additional assessment
raised by the IRB must be settled within 30 days from the day the notice is served.

Penalties apply for failure to comply with the tax law.

A F 1R Consolidated returns

BRILATEFABERINTE - BRBEANIEHNFE  BREATIUEBLYESHRNTIONE—

NRESPRBEAT) - EEHREHNMATE TG

- FAERENEE - EHATEEMITEMER (BAIEBNZEWAS ) WSSWEABN25053
m;

- EERIEBFIBHEAREZENI2NEA - EHABZBNABERANNFEEFE |

- EANTNPRFASERNHREZ—3N

- EANTBERRNASTEELE RS -

SAMAKTWHAL/FTEMN - REBBE R - HSRA[RAMANER RN RS AEEHIE
EINRIFAE -

There is no provision for consolidated returns but, under a group relief system, resident
companies may surrender up to 70% of current year adjusted losses to one or more related
companies. Amongst others, the following requirements must be met to qualify for group
relief:

- The group companies (i.e., surrendering and claimant companies) have a paid-up capital
of more than MYR2.5 million at the beginning of the basis period for the relevant year of
assessment;

* The group companies are related in the period in which the claim for group relief is made,
as well as in the 12-month period immediately preceding that period;

+ The chargeable income of the group of companies is subject to tax at the same rate; and

- The group companies have the same accounting year end.

Companies enjoying pioneer status, an investment tax allowance, a reinvestment allowance
or an exemption of shipping profits are not eligible for group relief.
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B¥%4 Statute of limitations

—AERI - WA RIS ENREELTENAERNTA (URIHESEILENERS
EKZELE) - MRBBBNARBENATERERGIRN - Wa] UBREIEK AT - BIN Y
ETERNTA - 2AM - WRARWAGERVES R FTARFRRWIBER - o] R BT
B o BEAh - NWBAER AR AR AR UBES -

The general statute of limitations for an assessment or additional assessment is five years
(extend to seven years if the assessment is in connection with transfer pricing) from the
end of the relevant year of assessment. If the IRB is of the view that a transaction is not

at arms-length price, the statute of limitation is extended by another two years to seven
years. However, if there is fraud, wilful default or negligence on the part of the taxpayer, an
assessment can be made at any time. There is no statute of limitations for the collection of
unpaid tax.

#5414 Tax authorities
AR FB(RBMNZEESEREERI - EXRHEERERT - BNV AHZER -

I

The IRB is responsible for the administration of direct taxes. The Royal Customs Department
administers customs and excise duties and goods and services tax.

#%E Rulings
HNWHERXSHNBFMIE - MBATURKEEBEHTE - BSNARMSRBAHETE -

Taxpayers may request an advance ruling on the tax treatment of a specific transaction.
Public rulings also are issued.
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4.0 FH0#
Withholding taxes

41 B%E Dividends
ESXRAT - TNRBAHIEERASHEAULTUIIR -

Malaysia does not impose withholding tax on dividends paid to non-residents.

4.2 FIE Interest
FTNNELIED KA ERFBIHIHIS%WININF - BRIEX—FRIEFTEANFUII E P 2R
SfR1E - SXRATVRTOFEEREZIMNWANEEZRHEN - EERkATFRBTHEFREMNE R E
FERERRO A S BR AN -

1967 FFISBOEME "EHUETTR WNB R - "EHbERFR SRBHEFEREBUT - 5
MR OEENAH N AR A BBUFBRIEIR -

Interest paid to a non-resident is subject to withholding tax of 15%, which may be waived or
reduced under an applicable tax treaty. However, interest paid to a non-resident by banks
operating in Malaysia is exempt from tax, except for interest paid on funds required to
maintain networking funds as prescribed by the Central Bank of Malaysia.

Interest on “approved loans”, as specified in the Income Tax Act 1967, is exempt from tax.
Approved loans include those made by a non-resident to the government, local authority,
statutory body or a person guaranteed by the government.

43 HSENSEARSE Royalties and technical service fees
TR NERBRNREARRSHRAED KA T ERBHHI0%W NN - BRIEX—EEFE
FRRIB UL I T8 P 42 5 BRI PR -

B2017F1R17HEE - PRSH0E MU R ZRAVE SO AR s B th I B A9 6 FH 3l (5 AT SR (
PINSDE - 845 « X4 - FHNESEARBERNWIE ) FEAR - X—BHED I RIFNX
ERABERPHIRNIEX - FHZEE 7 SREBE RO EANFENERSE - LS EssE
AEFZI0%WIMTRELHHINION ( FRIFPTERMBRUNER M 7 BERTIINRE ) -

Royalties and technical service fees paid to non-residents are subject to a 10% withholding
tax, which may be waived or reduced under an applicable tax treaty.
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With effect from 17 January 2017, the definition of royalties under the income tax act include
payments for the use of, or the right to use, software, among other items (e.g., items relating
to technologies such as satellite, cable, fiber optics and the radiofrequency spectrum). This
measure reduces the ambiguity regarding the application of withholding tax on royalties,
particularly by clarifying that payments in relation to software would be treated as royalties,
which would be subject to withholding tax at the prevailing rate of 10% (unless a lower rate
is provided under an applicable tax treaty).

4.4 HZHMCHF Branch remittance tax
SR AEW D TN E R -

Malaysia does not levy a branch remittance tax.

45 FE#/sLSRES Wage tax/social security contributions
KIEFTSEI I ANE (PAYE) - BERESRASHEFHBAT S RSN AR HEMATSE -
EEMERIBRE L BN RETSRENE(SOCSO) - —MRME - BEHIESFHIMNN
1.75% ; BRHMHBECHIMN0.5% - BEFER E D Bz E RFFINI12%/13%F011% 50 A
& (EPF) - M2016F3FZI20174F 128 - FTEMR TEPFOEIMGFRENEE8% #AM - RO
PR ILHAIB 4R DI % O EL Bl 7E -

Tax on employment income is withheld by the employer under a pay-as-you-earn (PAYE)
scheme and remitted to the tax authorities.

Both the employer and the employee are required to make contributions to the Social
Security Organisation. The employer generally contributes 1.75% of an employee’s
remuneration while the employee contributes 0.5% of his/her monthly wages. The
employer and the employee also contribute to the Employees Provident Fund (EPF) at a
rate of 12%/13% and 11% of the employee’s remuneration, respectively. The required EPF
contribution rate for employees is temporarily reduced to 8% from March 2016 through
December 2017; however, employees may opt to continue contributing at the 11% rate
during this period.
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4.6 EHtFi#IFHE Other withholding taxes

EIFERZ M HEHEDRAMIREARERANZRRFZHRS T - FEHH0% TR
B - BRIFTEFTERMBRUIINE PR BB EE - WTIEERIEHEAILZEBIWA - R
TEWANEAETEDRATIRANRHUNRSN A BEE D RAW AT -

1967 F PR BUE AN ZHMAMEN NS WAL I0%RI TN - LS ABEEWARE - #
B RS AR MBI A - TR A OEN - FREEMERAN - —RME - XE
EXIEEREUSH —ZRME" WA - B0 - B8R -

A 10% withholding tax applies to income received by nonresidents from the rental of
movable property or from technical or installation services rendered in Malaysia, which may
be waived or reduced under an applicable tax treaty. Income received by nonresidents from
technical or installation services currently is subject to withholding tax in Malaysia only if the
income is attributable to services that are carried out in Malaysia.

A 10% withholding tax is also imposed on gains or profits falling under section 4(f) of the
Income Tax Act 1967 - income that is not from a business, employment, dividend, interest,
discount, rent, royalty, premium, pension, annuity or other periodical payments. Generally,
it refers to “one-off” income received by the non-resident, such as commission or guarantee
fees.
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5.0 B8]
Indirect taxes

5.1 %% Goods and services tax
20154818 #E - SRANEER ( GST ) FHUASEHE - B N6% - HERAE T ZAINEES
BRSSH -

With effect from 1 April 2015, Malaysia has implemented Goods and Services Tax (“GST") at the
rate of 6%.

HERER T ESRAIREAR N 5T KBRS A - EZRIE TS AT O S AN e 2 R

% .
GST will be imposed on the supply of taxable goods and services in Malaysia. GST will also be
imposed on imported goods and some imported services.

T SERF N O] DU RIS IR AR - M AR R E AP ARG R B & - JRENAR A B 1
BN EAENBSEENA -

Supplies of goods and services can be either taxable or non-taxable supplies. A taxable supply is
either standard-rated or zero-rated. Non-taxable supplies are either exempt or out-of-scope.

PR R R BTN AR S ML BB BRI R R 06% - ST BB BRI AR A IS B AR UEUH

B - AEENRELDEE P I LUEHIATR - ERRENZ ISR HRSEBOS R R
0% - BB AAWEVERDEZER - EAENBRIBTARAAI - EREMUT DFEFNE

m o WAOK RS A N8 RAVEAFTERSE - ENMEAK - BREAEN300F RN
7 BB - RREN S TAEBUETR - A ANRECHESRRH BEA o iiENgE"gie A
REGEIR - RPN EREREE - AFRK - BARERS - RABBERS - /KRS - K
WHMRAHAN ~ AHZBENSERBEINE - ABTMEERNN SR AEAREAEN B -
BREIFBURS - NSRAEINEEB REI S — D DRAWIZ I KPR FEEBUFIR AR
% - BINETTIRSS ~ BMFOIERTT ¢

Standard-rated supplies of goods and services are subject to GST at 6%. A taxable person who
is registered under GST has to collect GST on the supply and is eligible to claim input tax credit
on his business inputs in making taxable supplies. Zero-rated supplies are subject to GST at a
rate of 0%. In this respect, businesses do not collect any GST but are entitled to claim credit on
inputs used in the course of the business. Zero-rated supplies includes basic essential goods
such as rice, fresh fish, meat, chicken, cooking oil and fresh vegetables; water for domestic use;
the first 300kWh of electricity for domestic use; and exports of goods. Exempt supplies are not
subject to GST. Businesses do not collect GST and are not entitled to claim credit on inputs used
in the course of business. Exempt supplies include residential buildings, life insurance, private
health services, private educational services, financial services, land for agricultural and public
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use, public mass transportation and highway toll. Out-of-scope supplies do not fall within the
charging provision of the GST Act. They include non-business transactions, sale of goods from a
place outside Malaysia to another place outside Malaysia as well as certain services provided by
the Government sector such as healthcare services, education and issuance of licences.

HBEBN T NRBEERERBNRE—RRETHRSANT (018 ) - RMRBEEE—
A =B REKRENEMEE -

GST returns must be submitted and paid (if any) not later than the last day of the following
month after the end of the taxable period. The taxable period is either one month, three
months or such other period as determined by the Director General.

5.2 HEAMN Capital tax

SREW I AR - (BEM—RZATHEMLE91,0005T - MIMEASER—FRD AN
FA4N5,0005 HEI70,0003 A EMZE -

No capital duty payable but a local company is subject to an incorporation fee of MYR1,000
and a foreign company is subject to an incorporation fee ranging from MYR5,000 to

MYR70,000.

5.3 TiFIFNITAEF Quit rent and assessment
SR - SMW T H B @RI EBRRAR -

Individual states levy quit rent and assessment at varying rates.

5.4 Eit#i Transfer tax
BRT7ENFERL 29 - BTEMZZH (OIS ESLET )

None, except for stamp duty (see 5.5 below).

5.5 EN{EH: Stamp duty
W R AN E LN B 1% E3%RIENTER: - BRI BIREA0.3%MENTER -

Stamp duty is levied at rates between 1% and 3% of the value of property transfers, and
0.3% on share transaction documents.
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5.6 AREFENEMH Customs and excise duties
WRE ~ EHMNEE ~ AshFEH - AEARCSIERE RN - KRS ER S0 O R
EMSBZEI0%AE - MBI EWMHH ORBIKIES IS ST EMSBE35% A -

Excise duties are levied on tobacco, beer and liquor, motor vehicles, playing cards and
mahjong tiles. As for import duty, the rates range from 5% to 30% for dutiable goods. Import
duty on a motor vehicle will depend on the cylinder capacity, and ranges from 5% to 35%.

5.7 ¥IE#H Environmental taxes
x

None

5.8 [kifE#i Tourism tax

B017F981HEE - W T EBETIRANEAEBRANNERE (BIFMBIED KRBT AR
ZRIEERANKAEREE ) SERES®REEWII0ETHRES - AEEDMNEEER
NIEW - ZEEBEIAEEHMES - WESIEE 2SI FAFLUARSEMEXEEE
RUFNEBNEBRSWEB R - BMEQUESRY - BFKRE RS kRS - KEEMERE
BE  FeHEHEEREEWTR -

With effect from 1 September 2017, a tourism tax is levied at a fixed rate of RM10 per
room per night applicable to foreign tourists (i.e., all non-Malaysian national tourists or
non-Malaysian permanent resident guests) staying at any accommodation premises in
Malaysia, which is collected by the operator of that accommodation premises, i.e., any
building, including hotels, inns, boarding houses, rest houses and lodging houses, held out
by the proprietor, owner or manager, either wholly or partly, as offering lodging or sleeping
accommodation to tourists for hire or any other form of reward, whether or not food or
drink is also offered.

5.8 EHft#ilUZ Other taxes
RRBMSRIBIESTIR25%NHRAW - AT TFZREZRERHM -

HthIR BB AR (IR MM BN E AL ) AR -

An entertainment duty of 25% of the admission price is charged, although many
performances are exempt.

Other taxes include a road tax (levied on vehicles, based on the type of vehicle and the type
of fuel used) and gaming taxes.
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6.0 PABIUL

Taxes on individuals

ESRMI - PAETZEADAGE - AHFHER - tRES - LR ER - 78
B~ HERRL

ESRA - BFBBUT 20— WD APREBIAA -

Individuals in Malaysia are subject to personal income tax, real property gains tax, social
security contributions, quit rent and assessment, stamp duty and GST.

The federal government is the only authority that levies income tax on individuals in Malaysia.

SRBE LA ABULE T
Malaysia Quick Tax Facts for Individuals
PSRt = 0%-28% mE6.2
Income tax rates ltem 6.2
RAFEHRRE 0%-30% (FehF=s AshFe A B D) 0% (BftAzh  TiE6.2
Capital gains tax rates ) - BRTAR/KARBR ltem 6.2
0%-30% (real property or shares in a real property
company); 0% (other property) for citizens/
permanent residents
5%/30% (ABIFsi AshF= AR D) - EATIEAR/
FXRAER
5%/30% (real property or shares in a real property
company) for non-citizens and non-permanent
residents
AERL R B AR
Basis Territorial
WE RS B ImE6.2
Double taxation relief Yes ltem 6.2
MRLFE BHRF
Tax year Calendar year
B H HA REHRFEL4H30H/6F30H
Return due date 30 April/30 June of following calendar year
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SRELAABULE T

Malaysia Quick Tax Facts for Individuals

0% withholding tax

- &2 Dividends 0% ImH4.0
- & Interest 0%/15% ltem 4.0
- RF N EAZE Royalties 10%
- RARBSBHZHEAZER 10%
%525 Fees for technical
or installation/
operation services
- 7% Rental of 10%
movable properties
- M Z APublic 15%
entertainer
7B ¥
Net wealth tax No
HaRES YN RRES - EE175% ; E50.5% IH6.6
Social security BNARE  BE12%/13% ; BR11% ltem 6.6
1.75% (employer) and 0.5% (employee) for social
security; 11% (employee) and 12%/13 (employer) for
Employees Provident Fund
R/ B T8 5% and 30% (-~ zhi=real property) FESRANL AR WE6.3
Inheritance/gift tax for non-citizens [tem 6.3
TR AN IR MEGEMXES
Quit rent and assessment  Varies
ENTER EROELLFERE  03% 5.5
Stamp duty EMFREAL A ERE  1%-3% ltem 5.5
0.3% (share transaction documents); 1%-3%
(property transfers)
HERI 2015F4F1HFEF AU - BIZE 6% WHES51
Goods and services tax 6% from 1 April 2015 ltem 5.1
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6.1 #MHEE Tax residence
E—MNHAEPEDRANERZI2KG M EW PN NFEAANDRATARER - HE - £F
FEBEMRARFIULNERFEENAELSEEPEDRANERE - MRWINASEE182KK
MEMEEESR - BMERERBIX - EHESEETIHENASRKATMNRER - HHHER
ZHEREEDRANENERBIOXR (MR BREAMEY ) - HEZEFNEEBIETELH -
WD NEBREBRNDRKATAREROZG - DPABFUBEERENS - BNt AEES
MARUBOR R 3B -

Individuals are considered tax residents if they are in Malaysia for 182 days or more in a
calendar year. Residence also may be established by physical presence in Malaysia for a
mere day if it can be linked to a period of residence of at least 182 consecutive days in an
adjoining year. Other residence tests involve a minimum of 90 days of physical presence

in Malaysia (if certain other conditions are satisfied) or residence for a specified number of
years preceding or following the year in question.

Individuals who do not meet the residence qualifications described above are taxed at a flat
rate and are not eligible for personal tax reliefs or tax rebates.

6.2 R#MFiFFEFIFiZE Taxable income and rates
—RME - FERSMNFE IR  BE  EAREESERENRERTLEBY -

Generally, income taxes are withheld from salaries and are subsequently settled upon the
filing of income tax returns after the close of the tax year.

M AFRUIA Taxable income
MNEBEEEDRKATIRENWAMKBIESEHRAEWDNAFSH - oI UESSTHRN AR
% - RIFWAZSIRATIER - ENMNRINNEHWAZRFH -

Resident individuals are taxed on Malaysia-source income at normal personal rates. They
are entitled to various deductions and personal reliefs. Foreign-source income is exempt.

PRS/BABRRES - WHEHTWRSPHRBOWR - HB ( 2FETAENEEEZEREDR
) AR - EEEN R S - UREE - ARTEE AR LEEF
MEBFERS PRIV RWAZRHRN - EEERKHET - REZSAFEARL - HIRALA
MEETRMIEY - AINEESHFEN -
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Income includes gains or profits from any trade, business or profession; salary or wages
(including any GST output tax borne by the employer); benefits-in-kind; value of living
accommodation; dividends, interest or discounts; and rent from property. An exemption is
allowed for interest income from banking and financial institutions and certain federal and
state government bonds. Single-tier dividends also are exempted. Taxpayers must report
employer-provided allowances such as those provided for housing or education.

AT EEMBEEUEPR T EEE FREERS - SREWM2008FH IR TRERG - EX
MEBERET - NASNHBRASLERNFIEREREN - HIERAINSREBRAZRHRH -

To simplify and ease the administrative burden under the previous tax imputation system,
a single-tier tax system was introduced with effect from YA 2008. Under this single-tier tax
system, income tax imposed on a company’s chargeable income is a final tax and dividends
distributed are exempted from tax in the hands of the shareholders.

AANBESRAWEAFAERR - BELEANTH AN 2T RE LR EGE S PALEA
SRS (RPGT) - EHEEGMZER AR - DA BIFEEAET0,0005 Mk 5P
BI0%WtrERR - LIRS ENE - ARMKABRUZK—RLEMAETETNREEHR - BR
MEERHIZAE LHRIEHR -

Capital gains are not taxed in Malaysia, except for gains derived from the disposal of real
property or on the sale of shares in a real property company, which are subject to real
property gains tax (RPGT). Individuals may claim a standard exemption of MYR10,000 or
10% of the chargeable gain, whichever is higher, on each sale of any type of real property.
Citizens and permanent residents also are entitled to a full exemption on one sale of a
private residence. These exemptions apply to both residents and non-residents.

Y RIRISMNE UL E Special expatriate tax regime
ESDRALFWAIINEAN L UTTERBEMR AW - BTE DR IR NSRS N0
B - WIMNEATTE—NBHFEERESRKALR WG ( SFHEZBNE ) ABEE0KR - HiZALR
EDXRATMMBER - WHSHZEMSOHEIRKALER - BIAEASHETIIALES
SR MESHEMI I PHEREB RS HEBEO0X @ stELEHRSS — a2 N EH
SBHEBBI0X - AM - MEATHIRA B IERESANRRNEZZ 2R -
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Foreign employees in Malaysia must register as taxpayers with the IRB and are subject to
normal taxation if they derive income from Malaysia. An expatriate’s employment income is
exempt from income tax where the duration of employment (not the period of residence)
does not exceed 60 days in a calendar year and the employee does not qualify as a tax
resident. The exception will not apply where such individual is in Malaysia for a continuous
period exceeding 60 days which overlaps over two successive basis periods or where the
continuous overlapping period together with another period or periods exceed 60 days. An
exemption also may be granted under a tax treaty, where applicable.

EPNESRETAHRK - WRENBFERMGEDNIIER LA TERARLMAE - NS
PH=MN S5 RAURARSEHUIMEERIRFRE -

Special tax concessions are available for foreign nationals employed in qualifying activities
in Labuan or in the Iskandar Development Region. An exemption is granted to foreign
experts in Islamic finance and those participating in the Malaysian Technical Cooperation
Programme.

EHAENEIZRES - EFRRB PO ~ KD ER O KIS TIFRISNMEAL - Blih])
SR TP KRB BN NS -

Expatriates working in an approved operational headquarters, international procurement
centre, regional distribution centre or regional office are taxed only on the portion of their

chargeable income attributable to the number of days that they are in the country.

HIBRFE % Deductions and reliefs
AIRTINUMREREBRTSENS FWEERSRR -

Employees may deduct only those expenses wholly incurred in performing employment
duties.
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PABRF R EE ( HPED B2017RBFEEX ) - 90008 M MARER ( MZ5EE 15,000
5m) ; MEFERZFHSH - XN EBE40008MIMEEENT,5005M) ; KH18F KK
EFLENFRER2,0005M (#MEHEZENG6,0005™ ) 18T EIEERHABNFX
(OBISKRZEAREL L ~ AHRF TR U EZ BN FLORR78,0005™ ( MEEESD
WEN14,0008™M) ; ASRERARE (&REEE6,0005™) ;| HBERELRE (ESAR
3,0008™) ; MAFZEENFE RS (RSHAR3,0005M ) ;| REEAE (RSHAR
50008 ) ; DA~ EEBMFOMEELRSE ( &EH%26,0005™ ) ;| NEAN DA - EE -
TRHRXEWXEBRS (&SRER6,0005M ) | KADEREAR - RSHREABE (
EEAR70005M ) ; MLESRY - BEE - DARMN - BHEAEMIHNRENEZRLE
B (&&E%2,5005M ) ; A - FIREREF X ER2SEIWREAR R E TSR ERR
1,0008 ; = FRETMIHNOE ( ZSMR2505T ) ;| BRFWAAEL24,0008 M
REYALS00ET - AFE—ERN | MRAEFLOFABICHE/ L EP LN ERA
BELEMMILE - oJ3kS1,0003 MRESR ; 2018 F M & 212 1 e 92018 ~ 2019 ~ 2020
BHEFESRENIROTAEERMNGHESRALT0%HFHE (BEEEERES
AEB2,0008™ ) - UREHNRWAKSBEFRRA TFNENIRWIRARZELS12NHEH
e (FE2017FI0R27TEEVEA2ENRWIREE) -

Personal tax reliefs include the following (some with effect from YA 2017): MYR9,000 for

the taxpayer (MYR15,000 if disabled); MYR4,000 for a spouse (MYR7,500 if disabled) if joint
assessment is elected; MYR2,000 for each unmarried child below the age of 18 (MYR6,000
if disabled) or MYR8,000 for each child above 18 studying at the diploma level or above in
Malaysia or studying at degree level or above overseas (total relief of MYR14,000 if disabled);
life insurance premiums and provident fund contributions (up to MYR6,000); medical

and education insurance premiums (up to MYR3,000); premiums for deferred annuities
and contributions to private retirement schemes (up to MYR3,000); medical expenses of
parents (up to MYR5,000); medical expenses where the taxpayer, spouse or child contracts
a serious disease (up to MYR6,000); purchases of supporting equipment for a disabled
taxpayer, spouse, child or parent (up to MYR6,000); approved technical or vocational or any
postgraduate education fees (up to MYR7,000); purchases of sports equipment, books or
personal computer or subscription of broadband internet or gym membership fee (up to
MYR2,500); purchase of breastfeeding equipment by working women with child aged up to
2 years (up to MYR 1,000); contributions to social security (up to MYR250); and MYR1,500
for each parent whose annual income does not exceed MYR24,000, subject to certain
conditions. Additional tax relief of MYR1,000 is available for the enrolment of children aged
up to 6 years in registered child care centres or kindergartens. The Budget 2018 proposes
exemptions of 50% on rental income received for YAs 2018, 2019 and 2020 (monthly rental
not exceeding MYR2,000 for each residential home) and of employment income for up to
12 consecutive months for women returning to work after a career break (at least 2 years of
career break on 27 October 2017).
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MFERRES - BERRNRIEL=FE%10,0003™ - ZHENBIUE ol DI IR0
B - EBRASBUWANT% - PH=RBEAFRIUMLARAFER

Relief also is granted for interest on housing loans up to MYR10,000 for three consecutive
years, provided certain conditions are met. A deduction is available for approved donations,
restricted to 7% of aggregate income. Islamic religious dues may be deducted from the tax
payable.

ZFHWA SRR T BRI AR T IR - ERIRE R D DUR I ED AR - ERA/2
TRMBE P - DPARCIERZHNMABRBA (B PARR ) BT 350005Ma=524008M
BUGER/RE ; EEH AR NAED - J=28008 MBI WUIER/RL -

A wife's income is assessed separately from that of her husband. She may then claim the
above personal reliefs under separate assessment. Single or married couples with taxable
income (net of personal reliefs) of less than MYR35,000 are entitled to tax credits/rebates of
MYR400 under single/separate assessment and MYR800 under combined assessment.

FiZ Rates

SRATMNRERE—NEDIXEHB - L& IRS5,0005 TN ZERI0% - 8100

FEMEMAMEERN28% - IEDKALWHNHER - EIRATEEBHWA - BEHEIN28% -

WTAMZAER  BEEVERIFALE  HWREHMEANI0% ; EEHUEEWSE4FNE
SHEHE - HREZSHR20%M15% ; BEEMESFEHEEMEA0 - WTEIRALLR

MIEXKARER - BEMENEHTHESFALE - ERN30% ; MELCFERMUEEE - XN
5% -

Residents are taxed on a sliding scale from 0% on the first MYR5,000 to 28% for income
exceeding MYR1,000,000. Nonresidents are taxed at a flat rate of 28% on Malaysia-source
income only.

The RPGT rate is 30% for disposals of real property made within three years of the date

of acquisition. The rates are 20% and 15% for disposals in the fourth and fifth years after
acquisition, respectively, and an exemption applies for disposals after five years. For
non-citizens and non-permanent residents, the RPGT rates are 30% for disposals within five
years and 5% for disposals in the sixth year and thereafter.
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6.3 4REMMEFH Inheritance and gift tax
Sk BT A RS A S B SE -

Malaysia does not levy inheritance or gift tax.

6.4 #I17# Net wealth tax
SR IEWE VR -

Malaysia does not levy a net wealth tax.

6.5 AmIULZEH Real property gains tax
RTADF=RIER - ESE L6 25T -

See 6.2 above for the real property gains tax.

6.6 tL&fRIEE Social security contributions
BEEMERBD AL REFHFINN12%/13%MT1%H M T% (EPF) - M20165E3 B EI2017412
A FIRMRTEPFATM TR ENEE8% A - 53 L Ol RRAE I HAEI RS U1 % RO EL 61144
% - EFNERNBHM T REHHSRKANNE (SCOSO ) - —RME - BEHMNESFHMN
1.75% - ERBME D FHM0.5% -

Both the employee and the employer are required to make contributions to the EPF at a
rate of 11% and 12%/13% of remuneration, respectively. The required EPF contribution rate
for employees is temporarily reduced to 8% from March 2016 through December 2017;
however, employees may opt to continue contributing at the 11% rate during this period.
The employer and employee also contribute to social security: the employer generally
contributes 1.75% of an employee's remuneration, and the employee contributes 0.5% of
his/her monthly wages.
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6.7 Efth#iUZ Other taxes
¥

None

6.8 Sl Compliance
MM FEZARFEE -

WIEPISIAAE (PAYE) - ERREMSHRTHETANNS - DRATRANZER
MEEIE - PAMDRERFEN4F30HFH6H308 R AN EZEMSNAE ST EBRITE
BREN -

HEEFENSERZ O LUAEHE S LIMPIRME -

MITRAAFTEREMERZRL] -

The tax year for individuals is the calendar year.

Tax on employment income is withheld by the employer under a pay-as-you-earn (PAYE)
scheme and remitted to the tax authorities. Malaysia imposes a self-assessment regime. An
individual deriving employment income or business income must file a tax return and settle
any balance owed by 30 April or 30 June, respectively, in the following calendar year.

A married couple living together may opt to file a joint or separate assessment.

Penalties apply for failure to comply with the tax law.
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7.0 T{EfI%
Labour environment

7.1 RATINFFEZ Employee rights and remuneration
SRATEFENFTIECFISFRMIWIES ~ 1959F TRES ~ 1967F TIWRFIES ~ 19695
RTHAREESTNINFRTAREES -

Malaysia’s main labour laws include the Employment Act 1955, the Trade Unions Act
1959, the Industrial Relations Act 1967, the Employees’ Social Security Act 1969 and the
Employees Provident Fund Act 1991.

T {ERYiE Working hours

BELENEERAITEE[E48/NNRIIE6XR - BRIIESNNN - TWMAAERT —REE
TAE44 N - BREZIMI0ANNE - FRBERBHMOIUER A MF2N%ES ( PFI2RE
NF2:45270E ) -

ETFHBEMIIRMESENE BN - FFTIER (B - B ) BEEEmaH o
B2fE ; AR BREIENIIEE BHFERA3ME -

Normal working hours are limited to 48 hours or six days per week, at eight hours per day.

A 44-hour working week is common for industrial and office employees. The maximum
allowable overtime is 104 hours per month. A generally observed convention requires that all
Muslim men be allowed to attend prayers on Friday afternoons (between noon and 2:45 p.m.).

Overtime on working days is compensated at a minimum of one-and-a-half times the regular
hourly rate. On non-regular working days, such as Sundays, overtime is paid at twice the
regular rate; public holidays require an overtime rate of three times the regular wage.

7.2 #BH{EF Wages and benefits
SRATLTREFEFHEFSNRELIREERN - ABMARIAEH000 ; DE - D
MR AHET20 - FHEEBMNINAGHETRANE7NLIER -

Malaysia has implemented a minimum wage policy that raised the basic wages of all
employees to a minimum of MYR1,000 in Peninsular Malaysia and MYR920 in Sabah,
Sarawak and Labuan respectively. Wages earned must be paid no later than the seventh day
after month-end.

53



Guide to Taxation and Investment in Malaysia - 2018

FFZ% Pensions

19NFRIRB(EPFAREBFIAERSSTHWR T EZNRIENKRSE - FIBEETMR L MIUEIE L
FEE, ALEEVEBRYMEARTENNY - EEMITFEBENR I MNAEPFEIMG12%/13%
S FOE BRI ASMEHNZEHRWGEN - LEFRRIEHRERSRIAFHN
19% - BnJifE AEPFSLEMBUSHUERM MBS X - PrBINER TR E =5 R b M
9, HE - BRI EFERERHEN% - BESASMIMERTHBSEM - BRTEPFSN -
EEo W BETHUENFE S I RIFTHREN -

The Employees Provident Fund (EPF) Act 1991 provides for a compulsory contributory
retirement fund that is payable to employees in full when they reach age 55. All employers
and employees must contribute to the fund; the minimum mandatory employee’s
contribution is 11% of basic monthly pay. An employer must contribute another 12%/13% to
each employee’s personal EPF holding, which is tax deductible in determining the employer’s
corporate income tax. The relief provided to employers may be extended to contributions of
up to 19% of an employee’s monthly pay that is placed into an EPF or another government-
approved savings scheme. All foreign workers/expatriates and their employers are exempt
from compulsory contributions; alternatively, expatriates may elect to make contributions

at 11% of their monthly wages, with employers providing MYR5 per expatriate per month.
Employers can seek tax deductions for contributions to their own approved pension
schemes, in addition to the EPF.

#1&1RF& Social insurance

HEREARATEEMBR LW T HITMFEETR - AW - LLHNDEEHESWASH
4,0009FENBEDEEAR - —RBERT - KB LHEMERETR - EXHFSZINRTIBHFMNL75% - B
R SZ M B#0.5% -

The Social Security Organization (SOCSO) administers both the Employment Injury Scheme
and the Invalidity Scheme for all workers. However, the contribution is capped at a
percentage of earnings of MYR4,000 per month. Generally, employers contribute 1.75% of
an employee’s wages while employees contribute 0.5% of their respective monthly wages
under the Employment Injury and Invalidity Schemes.
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Hith#EF Other benefits
ZNMBATWABRBMEBIERRE - AT - EEEBEATGFRIEGINITK -

BHAREEM2,000F NBETAEE2EU TR T ZABESKEHKR ; ABLIE2FE5FH
RIZABFRA®HR ; BESFNRAT=ABFI6RHHR - Lbr L - KZHRTEFER
BUAXSEHER - THERBARMIA3IB/NER -

M EMNETEDT2EFNRTIEFAEURIBR ; 2F2SFNRTZEI8KX ; SFUENRTE22
X NFBFER - TFHFBRBILEMEEFOOKX - AZHLIRHERET RS - KUERTRIESE
BOOXHHR(ERSNNE) ERTIEBTRAMNEROEMPINESE LA < (2018FE MK
MEEPRBIEMBI0KRHHFH =k ) -

ESRAIRE O DZERFEEN - — L RTNFEXEZRIE3NHANEHE -

Holiday and annual leave provisions vary widely among the states and industries. However,
11 paid holidays are mandatory nationwide.

An employee whose wages do not exceed MYR2,000 per month and with fewer than two
years of service is entitled to eight days paid annual leave each year. An employee with
service of two to five years is entitled to 12 days paid annual leave, and those employed for
more than five years are entitled to 16 days. In practice, most employees receive around 14
days of paid annual leave per year, and executives expect three weeks of annual holiday.

The above employee is entitled to 14 days of annual sick leave if employed for less than
two years, 18 days for two to five years and 22 days after five years. If hospitalisation is
necessary, paid medical leave is extended to a total of 60 days per year. Most companies
provide free medical facilities. Female employees are guaranteed 60 days of paid maternity
leave (for up to five surviving children) at the greater of the employee’s normal rate of pay
or MYR6 per day. (It was proposed in Budget 2018 that it will be increased to 90 days paid
maternity leave).

Bonus payments can be discretionary or fixed in Malaysia. Generally, employees receive an
annual bonus equivalent to one to three months of salary.
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7.3 #|tFEfH Termination of employment

AT EANTNEE—RRARPEOU—HFLRIEERRRZNTE - B8 BREARZZRI—
ARAMSEE—EHE - BRIFMINPIEEKNNE - RABMEA O BER IR0 A - SA
—RUBAZHATE - IREZNNBEESNESETAELSHFRANRE - AO—HELERA
BHBIOIZ LSS -

MEAPRARPBAAR  OEZRNEANSITED T2EN R TMIURAIARBEA ; TIF225F
HIRAIOAEA ; TR SFHIRASEEA -

TE1980F RN ( L LIEMES ) MIED - ABTIREU MR T=AZM0RFENE TR
T TYR2RISFEBIARFH R, TIFBESFA20RFHE -

Employment contracts must include a clause stating the procedures for termination by
either party. Normally, one month's notice of dismissal or one month’s salary must be given,
unless a longer period is stipulated in the agreement. The notice period may sometimes

be as long as six months, or there may be provisions for lump-sum severance payments.
Either party may end a contract without notice if an indemnity is paid equal to the amount
of wages involved.

Where notice is not provided for in the agreement, the law stipulates that four weeks' notice
must be given for employment of less than two years of service; six weeks for two to five
years of service; and eight weeks for service exceeding five years.

Under the Employment (Termination and Lay-off Benefits) Regulations 1980, employees are
entitled to a redundancy benefit of at least 10 days' wages for each year of service under
two years, 15 days’ wages per year for two or more but less than five years of service, and 20
days' wages per year for five years of service or more.

7.4 FHR% Labour-management relations
RIBADEIREE Z2017FIBMW AU EIE - TEBI1,454 B TAPNBARAHNEMALR
B - TRMME TREBSEN DEM - SRR - FHRAZREMIEI A -

Based on statistics by the Ministry of Human Resources as of September 2017, only
about 6.0% of the country’s over 14.54 million workers are unionised. Trade unions must
be registered with the Trade Union Affairs Department. Labour relations are generally
harmonious and non-confrontational.
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7.5 [E5 3R T Employment of foreigners

B ZHEHEBAEMNRNDRATLHELER - BUTEKFIAIINERE AT HMI]E%R
AR TRIFIIIE LR B MNER TECLERBIRURTIRIN - FHAEEREE MR
fil - (EARLMAE - AT URERRERIATCWNE - 28M - BT F MG - BURTEXLER
REHORRE -

It is encouraged that firms employ Bumiputras at all levels proportional to the local ethnic
composition. The government also requires all foreign investment firms to set up training
programs for their Malaysian staff and plan for the gradual replacement of expatriates
(except those holding key posts) by Malaysians, particularly in managerial and white-collar
positions. As part of the application for certain incentives, firms may be required to present
a localisation schedule. A labour shortage, however, has compelled the government to be
more flexible in applying these policies.

BRERSATRBBEARENIEARES - DA TWA TN Bt ERE PSS REEL
A - MRS WABHAZBERNOAELMEY - IER T oJLUERMNETIERS - SMEAL DY
BEZRMUEKIOE - EIMEALZIRIENR - HFRMIBEMZIRAIAEY I E S8 -

The government has made it easier for companies to hire skilled foreigners. Automatic
approval is granted to recruit highly skilled workers where no local expertise is available.
Expatriates may fill executive posts if no Malaysians can be found with the necessary
qualifications and experience. The expatriate may hold the post for up to 10 years. Within
one year of the expatriate’s arrival, a training program must begin for a Malaysian to fill the
position.

SNEARVER I SR LB R EMIDARIE - ZIRA L R ASIMAERBHZREBAEBR RN AT
BIENAHRSBHVEPBBUTER - 2AMAKSSHBENY - EMRAAHUERT - £/ -
REGANESTWAH A PRIBITHLESERS ©

Approval for expatriate posts usually is handled by MIDA. The Multimedia Development
Corporation approves applications from companies with Multimedia Super Corridor status,
and the Public Service Department approves applications from government hospitals and
clinics and public higher education institutions. Other approving authorities are the Central
Bank and the Securities Commission for the banking, finance, insurance and securities
industries.
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EXEASPARA S HIMEMIE X - BMAESEARIE - LR EEESE -
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