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Tax juggling 
 

A year of Black Swan 

passes by but the taxmen 

retain their reins.   They 

continue with enforcement 

of tax law while coming up 

with new measures to raise 

revenue, tickle revenue 

loss and incentivize 

businesses. 

 

In this year-end issue we 

have in store for our 

readers articles on Taxes, 

Budget as well as a light 

piece on Managing Risk. 

 

Our RBI firm in Melbourne 

starts with an update on 

GST on internet purchases 

proposed to become 

effective in mid-2017.  This 

is followed by a light 

discussion of how RBI can 

help clients in addressing 

risk management, an 

important ingredient in 

sustaining businesses. 

 

China’s economies are still 

growing but at pace 

slightly below budgeted 

plan.  Our Beijing firm 

reports that a series of tax 

policies are in place to 

stimulate new 

investments and 

economies. 

 

In response to calls from 

the OECD, Hong Kong 

will roll out 4 BEPS action 

plans to address double 

taxation and double non-

taxation.  A consultation 

paper has been issued by 

the Government.  The 

consultation questions 

and the views of the RBI 

Hong Kong firm can be 

found in this newsletter. 

 

The tax amnesty program 

in Indonesia launched 

since mid-2016 has been a 

big success bringing in 

over US$7 trillion of tax 

redemption fee.  Our 

Indonesian firm reports a 

new accounting guideline 

for tax amnesty 

participants to report 

declared assets that were 

not in previous financial 

statements. 

 

The 2017 Malaysia Budget 

has some welcoming news 

to individuals and 

businesses, with relief for 

certain lifestyle spending 

for individuals and tax cuts 

for SME and businesses in 

general on increased 

chargeable profits.  A 

snapshot of the key tax 

proposals is provided by 

our Malaysian firm. 

 

Bidding farewell to 2016, 

we welcome 2017 
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Australian consumers 

who use the internet to 

order and import goods 

which cost less than 

$1,000 do not currently 

attract any GST.  On 3 

May 2016, as part of its 

package of Budget night 

announcements, the 

Federal government 

proposed that, as of 1 July 

2017, this low-value 

threshold of $1,000 will 

be abolished. 
 
The removal of the 

threshold will see many 

purchases made by 

individuals and 

businesses over the 

internet from an overseas 

vendor being subject to 

GST from 1 July 2017. 

Exactly how this will be 

implemented is yet to be 

explained. However, it is 

proposed that, as of 1 

July 2017, overseas 

businesses with an 

Australian annual 

turnover of greater than 

$75,000 will be required 

to register for GST and 

collect GST on sales made 

to Australian customers. 
 

It has been reported that 

the Federal government 

could use powers it has 

under the 

Telecommunications Act 

to force internet service 

providers to block 

websites of overseas 

businesses that do not 

meet their Australian 

GST obligations. Further 

details regarding the 

process for registration 

and implementation will 

be released in the New 

Year. 

 

 

 

 GST on Internet Purchased Imported Goods AUSTRALIA 
 

It is something for us all 

to consider 
 
You have undoubtedly 

heard the expression 

“don’t put all your eggs 

in one basket”. I can only 

assume that the original 

expression related to 

what we would call today 

a risk management plan 

associated with the 

fragile nature of eggs and 

the tendency of humans 

to be clumsy! 
 
Risk management is 

something that is relevant 

to us all. It is integral to 

insurance where we pay 

a premium to an insurer 

to take away the financial 

risk associated with 

damage to property or 

personal illness, injury or 

death. It is relevant to our 

investments where we 

spread our investments 

across alternative 

investments and classes 

of investments. It is also 

relevant to business 

where we need to 

manage risks associated 

with undue reliance on 

customers, suppliers and 

staff, business 

interruption and 

disruption risks to name 

a few.  
 
Manage what you can't 

eliminate 
 
The starting point of 

dealing with risk is to 

decide how much risk 

you are willing to bear 

yourself and how much 

you will mitigate through 

action. We can never 

eliminate risk but we can 

manage it. 
 
The accountants in 

Russell Bedford 

International (RBI) firms 

are experienced at 

helping clients deal with 

these issues: 
 
1. We work with 

businesses to address 

the risks they confront 

and then assist in 

developing strategies 

to manage these risks. 

This is often part of a 

strategic business 

planning process. 
 

2. We work with 

individuals to ensure 

that they have 

adequate and 

appropriate insurance 

cover so that they can 

have peace of mind 

knowing that the right 

level and the right type 

of insurance cover is in 

place for their your 

personal and family 

circumstances. 

3. When assessing 

 Managing Risk 

” …starting 

point…how much 

risk you are willing 

to bear…” 
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CHINA 
 

Replacing the business tax 

with a value-added tax 

(VAT) is obviously the 

most proactive financial 

policy of this year in 

China, as huge efforts are 

being made to promote 

supply-side structural 

reform of the world’s 

second-largest economy.  

Since May 1st, the taxation 

reform has been carried 

out across China with tests 

extended to remaining 

four sectors -- 

construction, real estate, 

finance, and life services. 

Statistics indicate that 

from May to October, 

almost RMB 372 billion in 

taxes has been reduced for 

all sectors under the 

reform. 
 
Meanwhile, the 

implementation of the 

Third Phase of the Golden 

Tax Project (Golden Tax III) 

in Beijing, Shanghai, and 

Guangdong, etc. has been 

completed and it is entering 

into an accelerated stage to 

cover the other locations in 

China. Under the plan of 

the State Administration of 

Taxation (SAT), the Golden 

Tax III will be rolled out 

nationwide within 2016. 

The Golden Tax III aims to 

achieve consistent tax 

administration backed by 

information technology and 

big data nationwide. Upon 

the implementation, an 

improved system and 

optimised procedure will 

help the tax authorities to 

tighten their administration 

of taxpayers. The Golden 

Tax III can automatically 

detect tax risks which were 

being ignored before. It will 

result in penalty and impact 

the taxpayer's credit on tax 

collection. The tax 

authorities also 

strengthened taxation 

cooperation between local 

and national tax bureaus. 

So far, 8,568 joint tax service 

offices have been 

established, with 17,386 

new tax windows opening 

and 20,338 new tax payers 

involved. The change 

provides convenience and 

reduced tax burdens for 

businesses in many sectors. 
 
More recently, a series of 

new tax policies have been 

released in attempt to boost 

relevant industries: 
 

A Series of China’s Tax Policies Try to Stimulate Economic 

Growth 

investment strategies, 

we assess the 

investment risk 

profile of clients to 

ensure that the 

investments match the 

risk profile.  Then it is 

possible to consider 

how the portfolio 

asset allocation can be 

developed to spread 

risk across classes of 

investment such as 

cash and fixed 

interest, equities and 

property as well as 

considering exposure 

to various 

geographies. 
 

4. In the taxation advice 

area, our role is not 

only to lodge returns 

but to assist in 

managing taxation 

risk. Having a skilled 

professional 

overseeing your tax 

affairs means you 

mitigate the risk of 

getting things wrong 

and the associated 

risk of having a tax 

audit. 
 

Although we can never 

eliminate risk, our role is 

to assist clients to 

understand the risks that 

they face in business or 

personally that can be 

mitigated or managed 

and to assist with the 

strategies to 

appropriately address 

risk. By considering risk, 

you can then deal with it 

and have the peace of 

mind that comes from 

knowing how you have 

dealt with this and only 

being concerned about 

the risks you are willing 

to carry. 
 
I am sure every RBI firm 

would appreciate the 

opportunity to talk with 

any client about concerns 

they may regarding their 

exposure to risk and 

assist in developing a 

suitable risk management 

plan. 

  

 

AUSTRALIA 
 

(Continued) 

” …have the peace 

of mind… knowing 

how you have dealt 

with this…” 
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HONG KONG 
 

Tax breaks for service 

firms with advanced 

technology in more 

locations 
 
In 2014, the Chinese 

Ministry of Finance (MOF) 

and State Administration 

of Taxation (SAT) jointly 

released the Notice [2014] 

No.59, which stimulated 

that for the years 2014 – 

2018, identified service 

firms with advanced 

technology would have 

their corporate income tax 

cut from 25 percent to 15 

percent. The firms’ staff 

education expenses will 

also be tax-deductible as 

long as they account for no 

more than 8 percent of total 

payroll. Recently, the MOF 

indicates the breaks will 

extend to cover 10 more 

cities in addition to existing 

tax breaks that apply to 

similar firms in 21 other 

cities. 
 
"Super" tax incentives 

for qualified equity 

incentive plans and 

investments 
 
The Notice [2016] No.101 

by MOF and SAT in 

September 2016 provides 

"super" tax incentives 

apply to qualified equity 

incentive plans of eligible 

non-listed companies. 

They not only defer the 

taxing point to the time of 

disposal of the shares 

acquired but also 

effectively reduce the 

maximum tax rate from 

45% to 20%. The Notice 

further enhances existing 

favourable tax treatment 

for qualified equity 

incentive plans of eligible 

listed companies by 

extending the tax 

payments over a period 

of up to 12 months (from 

previously six months) 

for domestic listed 

companies.  
 
Preferential tax policies 

on companies’ M&A 

activities 
 
In an effort to cut 

corporate debt level, 

MOF and SAT detailed 

multiple favorable tax 

breaks to businesses 

engaged in mergers, 

acquisitions and debt 

restructuring in 

November 2016. For 

example, an enterprise 

investing with non-

monetary assets can 

enjoy the policy of paying 

corporate income tax 

with instalments of five 

years. In the process of 

enterprise reorganization, 

if the enterprise transfers 

all or part of the physical 

assets and their 

associated credits, 

liabilities and labor force 

to other units and 

individuals by way of 

merger, division, sale, or 

swap, no VAT will be 

imposed on transfer of 

goods, real estate, and 

land use rights.  
 
China has made 

deleveraging one of the 

priorities to push supply-

side structural reform, 

which is believed to be 

the key to sustaining 

economic growth, 

together with tackling 

industrial overcapacity, 

reduction of housing 

inventories and lowering 

companies’ financing 

costs. 

 

 

CHINA 
 

(Continued) 

 
 
Serving Hong Kong Since 1994 

Consultation on Measures to Counter BEPS 

BEPS (Base Erosion and 

Profit Shifting) is 

currently the hottest issue 

for tax practitioners 

worldwide.  The 

Organization for 

Economic Co-operation 

and Development 

(OECD) has called for 

implementation measures 

by tax authorities on a 

global basis to tickle 

BEPS. 
 
For this purpose, 15 

action plans are put 

forward by the OECD.  

The following 4 are 

considered to be of top 

priority requiring 

implementation as a 

minimum standard to be 

adopted by a jurisdiction 

wishing to stay on the 

“white list”:   
 
(i) counter harmful tax 

practices; 
 

(ii) prevent treaty abuse; 
 
(iii) impose country-by-

country (CbC) 

reporting 

requirement; and  
 

” …”super” tax 

incentives apply to 

qualified equity 

incentive plans of 

eligible non-listed 

companies…” 
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Consultation questions Background/ Government’s 

proposal 
Our views 

Do you support codifying the 

TP rules in the tax law? 

Currently TP methodologies 

(based on OECD Guideline) 

are set out in the HK IRD’s 

practice notes.  However, they 

are not legally binding.  There 

is also no mandatory 

requirement on keeping of 

contemporaneous TP 

documentation etc. 

We support codification to 

provide clarity and certainty. 

Do you have views on the 

proposed level of penalty in 

respect of incorrect tax returns 

arising from TP adjustment? 

The Government’s proposal is 

to impose penalty on TP 

adjustments categorizing them 

in two levels as arising from 

incorrect return (i) without 

reasonable excuse, and (ii) 

willful with intent to evade tax. 

The determination of TP is 

based on many subjective 

factors and estimates.  Hence, 

no penalty or interest charge 

should be imposed on TP 

adjustment in a tax return if 

the taxpayer can provide proof 

that reasonable TP 

documentation has been 

maintained. 

What are your views on the 

proposed key features of 

statutory Advance Pricing 

Arrangement (APA) regime? 

The Government’s proposal is 

to clarify and set precise terms 

on the rights and obligations of 

the tax office and the taxpayer 

in an APA. 

The proposed contents of the 

APA regime are reasonable 

and consistent with 

international practice. 

Do you agree to exempt certain 

enterprises from preparation of 

master and local file as TP 

documentation? 

The Government’s proposal is 

to exempt a taxpayer meeting 2 

of the following 3 conditions: 

 Total revenue < HK$100m 

 Total assets < HK$100m 

 Employee < 100 

The revenue threshold for 

exemption should be higher 

(say, HK$200m) and the 

amount should be set with 

reference to the value of the 

related party transactions as 

opposed to the total revenue, 

assets or number of employees. 

 

”…profits are 

shifted from high 

tax jurisdiction to 

low or no tax 

jurisdiction…” 

(iv) improve the cross-

border dispute 

resolution regime.  

 

The root of BEPS is cross-

border transactions 

where profits are shifted 

from high tax to low or 

no tax jurisdiction.  The 

action plans are largely 

related to measures on 

transfer pricing (TP) and 

ways to eliminate double 

taxation and double non-

taxation. 
 
On 26 October 2016, the 

Hong Kong Government 

launched a consultation 

paper to gauge the 

public’s views on 

measures to adhere to the 

OECD’s minimum 

standard. 
 
According to the 

Government’s press 

release, Hong Kong has 

indicated to the OECD its 

commitment to the BEPS 

package and its 

consistent 

implementation.  As 

such, Hong Kong will 

need to quickly align its 

tax law with the 

framework established by 

the OECD’s BEPS 

package.  After closing 

the public consultation, 

the Government will 

target to introduce the 

amendment legislation in 

mid-2017 so that the 

relevant measures can 

become. effective for 

fiscal year 2017 or 2018.   
 
The consultation paper is 

available on the website 

of the Financial Services 

and the Treasury Bureau 

(www.fstb.gov.hk/tb/en/con

sultation-paper.htm).  The 

consultation questions, 

the background, the 

Government’s proposal 

and our views thereon 

are as follows: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

HONG KONG 
 

(Continued) 
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Consultation questions Background/ Government’s 

proposal 
Our views 

Do you have views on the 

compliance of CbC Report and 

surrogate filing mechanism 

(i.e. mandating a HK 

substitute to carry out CbC 

Report filing if the ultimate 

holding company is in a 

jurisdiction that neither 

requires CbC Report nor 

exchange such report with HK 

and there is no surrogate filing 

elsewhere by the group)? 

The Government’s proposal 

includes: 

 7-year record keeping 

 Chinese or English records 

 Imposition of penalty on 

without reasonable excuse 

basis. 

 Allow for surrogate filing of 

CbC Report 

We agree generally to the 

Government’s proposal but 

would repeat our view as 

above on penalty.    

Do you support introducing a 

statutory dispute resolution 

mechanism? 

Most Comprehensive Double 

Tax Agreements (CDTA) 

contain provision for Mutual 

Agreement Procedures (MAP) 

for two jurisdictions to 

compromise on treatment of a 

cross-border transaction.  This 

resolution mechanism is not 

currently in the HK tax law. 

We support the introduction 

of a statutory dispute 

resolution mechanism. 

Do you have views on the 

proposed features of the 

statutory dispute resolution 

mechanism? 

The Government’s proposal 

includes: 

 A taxpayer may initial MAP  

 A taxpayer may submit for 

arbitration issue unresolved 

under MAP 

 A solution under MAP or 

arbitration should be given 

effect 

We consider the proposed 

features are overall in order 

but would suggest more 

thoughts and details on the 

arbitration mechanism to 

ensure that it is workable. 

Do you have views on the 

enhancement of the tax credit 

system? 

The Government’s proposal 

includes: 

 CDTA overrides local tax 

law 

 Claim for tax credit within 6 

years (currently 2 years) 

 Exhaust all foreign relief 

before resorting to tax 

credit in HK 

 Mandate notification to HK 

IRD of adjustment to 

foreign tax payments 

 No tax credit if unilateral 

relief has been granted 

The proposal is along the line 

of international practice and is 

in our view in order. 

 

 

 

 

 

 

 

 

 

HONG KONG 
 

(Continued) 

” …CDTA overrides 

local tax law…” 
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Accounting Standards of Tax Amnesty 

” …assets 

declared … were 

previously not 

included in … 

financial 

statements…” 

Many corporate entities 

have signed up and 

participated in the Tax 

Amnesty program from 

the time since the 

Indonesian Government 

issued the Tax Amnesty 

Act on July 1, 2016. The tax 

amnesty program in 

Indonesia is a redemption 

program granted by the 

Government to taxpayers 

which includes elimination 

of tax payable, tax 

administrative sanction, 

and criminal sanction in 

taxation on assets acquired 

in or before year 2015 

which have not been 

included in the corporate 

income tax return (CITR), 

by declaring asset and 

paying redemption fee. 

According to the data from 

the tax authority, up until 

December 16, 2016, the tax 

amnesty program in 

Indonesia has been 

considered to be a big 

success totaling a value of 

IDR 4,025 trillion 

(exchange rate 1USD = IDR 

13,493) in declared assets 

by taxpayers, and IDR 96.2 

trillion in redemption fee 

paid by the taxpayers. 

Entities complying with 

the tax amnesty program 

reported addition of asset 

acquisition and made 

settled payment for the 

redemption. Because the 

assets declared in this tax 

amnesty program were 

previously not included in 

the CITR and entities’ 

financial statements, these 

entities required 

accounting guidance 

regarding recognition, 

measurement, presentation 

and disclosure of 

transactions in relation to 

their participation into the 

tax amnesty program. 
 
In order to provide 

accounting guidance over 

the transactions related to 

tax amnesty, the 

Indonesian Accounting 

Standards Board - 

Indonesian Institute of 

Accountants (DSAK-IAI) 

recently issued the 

Statement of Accounting 

Standards (SAS) No. 70 

regarding Accounting of 

Assets and Liabilities for 

Tax Amnesty. Some of 

the accounting issues of 

tax amnesty addressed in 

the SAS include:  
 
1. Measurement on the 

preliminary 

recognition of assets 

and liabilities for tax 

amnesty, and the 

redemption fund 
 

2. Measurement after the 

preliminary 

recognition of assets 

and liabilities for tax 

amnesty 
 

3. Presentation of assets 

and liabilities for tax 

amnesty  
 
In accordance to the 

Regulation on Tax 

Amnesty, the assets 

declared in tax amnesty 

are the ones not included 

previously in the tax 

return and financial 

statements. Such assets, 

according to the SAS No. 

70, after being deducted 

with the liability relating 

to the acquisition of the 

assets, must be recorded 

as additional paid-in-

capital, and not be 

recognized as a realized 

component of profit-loss 

nor be re-classified into 

profit-loss account. The 

redemption fee to be paid 

by the entities relating to 

tax amnesty should be 

recognized in profit-loss 

account within the same 

financial year as tax 

amnesty certification 

letter from tax authority 

is issued. Entities should 

also make adjustment to 

the balance claimed, 

deferred tax asset, and 

the provision in profit-

loss for the period stated 

in the letter of 

certification. 
 
The balance claimed 

should be adjusted due to 

the loss of rights of the 

entities on the over-

payment of tax before 

applying tax amnesty. 

According to the 

regulation of tax 

amnesty, if entities 

participate in the tax 

amnesty program, the 

said entities are no longer 

entitled to claim for 

restitution/refund on the 

previous over-paid tax, if 

any. Meanwhile, the 

deferred tax asset balance 

should be adjusted to 

recognize that they are no 

longer entitled to the 

accumulated loss balance 

on corporate income tax 

computation in future 

times. 
 
According to this SAS, 

entities are entitled to do 

re-measurement of assets 

and liabilities for tax 

INDONESIA 
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amnesty on the basis of 

fair value as per the date 

of the letter of 

certification. The balance 

of the re-measurement 

between the fair value as 

per the date of the letter 

of certification and the 

cost of acquisition of 

assets and liabilities for 

tax amnesty which has 

been previously disclosed 

shall be added (deducted) 

to the balance of 

additional paid-in-capital. 
 
If participating in the tax 

amnesty program, an 

entity is concluded to 

have acquired control 

over an investee. Such 

entity should do re-

measurement on assets 

and liabilities of its tax 

amnesty program for the 

period starting at the 

issuance of the letter of 

certification until 

December 31, 2017. If the 

investee is not a non-

under-common-control 

entity, then the entity 

shall apply the criteria on 

the measurement of 

business combination on 

the date of the letter of 

certification. Should the 

investee be an under-

common-control entity, 

then the criteria on the 

measurement of under-

common-control business 

combination should be 

applied. The 

consolidation procedure 

according to relevant 

standards should be 

applied from the time of 

the implementation of the 

re-measurement. From 

the date of the issuance of 

the letter of certification 

until before the 

implementation of 

consolidation procedure, 

entities are required to 

measure their investment 

in subsidiaries by cost 

method. The balance of 

the re-measurement 

between the fair value on 

the issuance of the letter 

of certification against the 

previously declared value 

shall be recognized as 

additional paid-in-

capital. 
 
In terms of the 

presentation of assets and 

liabilities for tax amnesty, 

the SAS of tax amnesty 

rules that the assets and 

liabilities must be 

presented separately 

from other assets and 

liabilities in the 

statements of financial 

position. Should the 

financial statements of 

entities include 

classification of current 

and non-current assets, 

and short-term and long-

term liabilities, then the 

assets and liabilities for 

tax amnesty can be 

presented separately for 

current assets and non-

current assets and short-

term liabilities and long-

term liabilities. But if 

there are no sufficient 

information to make the 

separate presentation, 

then the assets and 

liabilities for tax amnesty 

should be presented in 

long-term assets and 

long-term liabilities*** 

 

 

INDONESIA 
 

(Continued) 

“…balance of the 

re-measurement 

between the fair 

value…against 

the previous 

declared value 

shall be 

recognized as 

additional paid-

in capital…” 
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(A)  CHANGES AFFECTING INDIVIDUALS 

 

 Proposals Details 

1. 

 

Tax relief for lifestyle 

 

Effective date:  

 

Year of Assessment (“YA”) 2017 

onwards 

Existing  
 
• RM1,000 yearly for purchase of 

reading materials (except 

newspapers); 

• RM3,000 for purchase of personal 

computers (every 3 years); 

• RM300 yearly for purchase of sports 

equipment  
 
Proposal 
 
The above tax reliefs will be combined 

into a new tax relief known as “lifestyle 

relief”.  The lifestyle relief will be capped 

at RM2,500 yearly and is expanded to 

include: 
 
• purchase of printed daily newspaper; 

• purchase of smartphone or tablet; 

• internet subscription; and 

• gymnasium membership fee 

 

2. Tax relief for purchase of breastfeeding 

equipment 

 

Effective date:  

 

YA 2017 onwards 

 

New tax relief of up to RM1,000 to be 

provided for the purchase of 

breastfeeding equipment.  The 

purchase can be made either in a 

complete set or separate parts. 
 
Women taxpayers with children aged up 

to 2 years are eligible to claim this relief 

every 2 years. 

 

 

 

 
 

 

 

 

 

 

MALAYSIA 
 

“… lifestyle relief 

will be capped at 

RM2,500…” 

Budget 2017 Malaysia 

 
 
RUSSELL BEDFORD MALAYSIA 

With the Budget 2017 

tabled under a 

challenging global 

economic backdrop – 

depreciation of Ringgit 

Malaysia and 

continuous decline in oil 

related revenues, the 

Malaysian Prime 

Minister, Datuk Seri 

Najib Tun Razak 

managed to present a 

budget allocation of 

RM260.8 billion which is 

3.4% higher than the 

2016 Budget 

Recalibration. 

Below are some of the 

salient tax proposals of 

Budget 2017: 
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(B) CHANGES AFFECTING COMPANIES AND UNINCORPORATED  

     BUSINESSES 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Proposals Details 

  3. 

 

Review of corporate income tax rate for 

Small and Medium Enterprises 

(“SME”) 
 
Effective date:  
 
YA 2017 onwards 

Chargeable income Income tax rate (%) 

Existing Proposal 

Up to RM500,000 19 18 

Exceeding RM500,000 24 24 

SMEs entities will be taxed as follows: 

 

  4. Reduction of corporate income tax 

based on the increase in chargeable 

income 
 
Effective date:  
 
YA 2017 and YA 2018 

% of Increase in 

Chargeable 

Income as 

Compared to 

the Immediate 

Preceding YA 

% Point 

Reduction 

on Income 

Tax Rate 

Reduced 

Income Tax 

Rate on 

Increase in 

Chargeable 

Income (%) 

Less than 5% Nil 24 

5% - 9.99% 1 23 

10% - 14.99% 2 22 

15% - 19.99% 3 21 

20% and above 4 20 

 
The reduced rates are applicable to all 

companies and unincorporated 

businesses. 

  5.  Review of derivation of special classes 

of income 
 
Effective date:  
 
Upon coming into operation of 

the Finance Act 

Existing 
 
Section 15A of the Income Tax Act (“ITA”) 

provides that special classes of income of a 

non-resident under subsections 4A(i) and 

4A(ii) of the ITA shall be deemed derived 

from Malaysia if the services are performed 

in Malaysia. 
 

Proposal 
 
It is proposed that special classes of income 

under Section 4A(i) and 4A(ii) of the ITA be 

deemed to be derived from Malaysia and be 

subjected to withholding tax regardless of 

whether the services were performed in or 

outside Malaysia.   
 
Special classes of income under subsection 

4A(i) and (ii) of the ITA consists of: 
 
(i) Services rendered by non-resident 

person or employee in connection with 

the use of property or rights belonging to 

him, or the installation or operation of 

any plant, machinery or other apparatus 

purchased from him; and 
 
(ii) Technical advice, assistance or services 

rendered in connection with technical 

management or administration of any 

scientific, industrial or commercial 

undertaking, venture or scheme. 

 

MALAYSIA 
 

(Continued) 

“…special 

classes of income 

of a non-

resident … 

deemed derived 

from 

Malaysia…” 
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 Proposals Details 

  6. 

 

Expansion of the scope of royalty 
 
Effective date: 
 
Upon coming into operation of the 

Finance Act 

The definition of royalty, a subject where 

withholding tax is applicable, has been 

widened to include any sums paid for the 

following: 
 
(a) Use of, or right to use software; 

 
(b) Reception of, or right to receive, visual 

images or sounds, or both transmitted 

to the public by satellite or cable, fibre 

optic or similar technology; 
 
(c) The use of, or the right to use, visual 

images or sounds, or both, in 

connection with television 

broadcasting or radio broadcasting, 

transmitted by satellite or cable, fibre 

optic or similar technology; 
 
(d) Use of, or the right to use, some or all 

of the part of the radiofrequency 

spectrum specified in a relevant 

license; and 
 
(e) Total or partial forbearance in respect 

of the use of, the reception of, or the 

granting of the right to use / receive 

property or rights or any such items 

that are covered in the definition of 

royalty. 

 
 

 

 

(C) GOODS AND SERVICES TAX (“GST”) 

 

 

  Proposals Details  

  7. 

 

Amendment to Section 13(4)(b) of the GST 

Act – Supply of imported services 
 
Effective date: 
 
1 January 2017 

Time of supply is the earlier of: 
 
(a) Date when any payment is made by 

the recipient; or 
 

(b) Date when any invoice is received 

from supplier who belongs in a 

country other than Malaysia or who 

carries on business outside Malaysia  
 

“…definition of 

royalty…has 

been widened …” 

MALAYSIA 
 

(Continued) 
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(D) REAL PROPERTY GAINS TAX 

 

 

 

 
 
 
 
 
 
 
 
 
 
 

 

 Proposals Details  

  8. Amendment to Section 41(8) and Section 42 

of the GST Act – Late payment penalty 
 
Effective date: 
 
1 January 2017  

(i) Taxable person [Section 41(8)] 
 

Late payment 

(days) 

Existing 

penalty rate 

Proposed 

penalty rate * 

1 - 30 5% 10% 

31 - 60 10% Additional 

15% 

61 - 90 10% Additional 

15% 
 
(ii) Non-taxable person (Section 42) 

 
Late payment 

(days) 

Existing 

penalty rate 

Proposed 

penalty rate * 

1 - 30 - 10% 

31 - 60 - Additional 

15% 

61 - 90 - Additional 

15% 
 

* Applies to amount of tax unpaid 

 

 Proposals Details  

  9. Amendment to Schedule 2, Paragraph 12(2) 

of the Real Property Gains Tax Act 1976 
 

- Disposal of asset by way of gift 
 
Effective date: 
 
1 January 2017 

Proposal 
 
Disposal by way of gift (no gain no loss) 

between donor and recipient (where the 

donor and recipient are husband and 

wife, parent and child or grandparent 

and grandchild) is restricted to a donor 

who is a citizen or permanent resident of 

Malaysia. 

“Disposal by 

way of gift… is 

restricted to … 

permanent 

resident…” 

MALAYSIA 
 

(Continued) 
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Russell Bedford International is a global network of independent firms of accountants, 

auditors, tax advisers and business consultants. 

 

Ranked as one of the world's top accounting networks*, Russell Bedford International is 

represented by some 600 partners, 5000 staff and 290 offices in more than 100 countries in 

Europe, the Americas, Middle East, Africa, Indian Sub-Continent and Asia-Pacific. 

  
*Ranked by global revenues in International Accounting Bulletin World Surveys. Networks defined in accordance 

with IFAC Code of Ethics. 

 

Business consultants with a 
global perspective 

Russell Bedford Asia Pacific Offices & Contacts 

Disclaimer 

The information contained herein is of a general nature and is not intended to address the circumstances 

of any particular individual or entity. Although we endeavor to provide accurate and timely information, 

there can be no guarantee that such information is accurate as of the date it is received or that it will 

continue to be accurate in the future. No one should act upon such information without appropriate 

professional advice after a thorough examination of the particular situation. 

 

 

 

 

 

 

Russell Bedford International 

3rd Floor, Paternoster House 

65 St Paul’s Churchyard 

London EC4M 8AB 

United Kingdom 

 

marketing@russellbedford.com 

 

www.russellbedford.com 

Taiwan 

Arthur Lin 

jsgcpa@russellbedford.com.tw 

www.russellbedford.com.tw 

 
Thailand 

Prof. Kesree Narongdej  

kesree@amt-asso.com 

 

 
Vietnam - Hanoi 

Linh Thuy Do 

Linh.thuy.do@russellbedford.vn 

www.russellbedford.vn 

 
Vietnam - Ho Chi Minh City 

Van Anh Thai 

van.anh.thai@russellbedford.vn 

www.russellbedford.vn 

 

 

Australia - Melbourne 

Bruce Saward 

bruce@sawarddawson.com.au 

www.sawarddawson.com.au 

 

Australia - Perth 

Martin Michalik 

mmichalik@stantons.com.au 

www.stantons.com.au 

 
China - Beijing / Shanghai 

Guoqi Wang 

guoqi_wang@huaander.com 

www.huaander.com 

 
China - Hong Kong / Guangzhou / 

Shanghai 

Jimmy Chung 

jimmychung@russellbedford.com.hk 

www.russellbedford.com.hk 

 
China - Shanghai 

Charles Wang 

charles.w@jialiangcpa.cn  

www.jialiangcpa.cn 

 

India 

Shreedhar T. Kunte 

stk@sharpandtannan.com 

www.sharp-tannan.com 

 

Indonesia 

Syarief Basir 

sbasir@russellbedford.co.id 

www.russellbedford.co.id 

 
Korea (South) 

Kiwun Suh 

kws@cjac.kr 

www.cjac.kr 

 
Malaysia 

Loh Kok Leong 

lohkl@russellbedford.com.my 

www.russellbedford.com.my 

 
Pakistan 

Rashid Rahman Mir 

rsrirlhr@brain.net.pk 

 

 

 
Philippines 

Ma. Milagros F. Padernal 

mfpadernal@usacpas.com.ph 

www.usacpas.com.ph 

 

Singapore 

Douglas Tan 

douglas@stcsamasmgt.com.sg 

www.strb.com.sg 
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