THE MALAYSIAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS (MICPA)

CHARTERED TAX INSTITUTE OF MALAYSIA (CTIM)

JOINT MEMORANDUM ON PROPOSED TAX TREATMENT FOR LLPs IN MALAYSIA

PREAMBLE

In response to the invitation by the Companies Commission of Malaysia (SSM), The Malaysian
Institute of Certified Public Accountants (MICPA) and Chartered Tax Institute of Malaysia (CTIM) are
pleased to submit this Joint Memorandum on Proposed Tax Treatment for LLPs in Malaysia for the
SSM'’s consideration. We hope that our joint memorandum will contribute towards the preparation of
the tax legislation for LLPs in Malaysia.

In this Memorandum, the Institutes have identified and analysed the tax treatment of LLPs in Malaysia
for several proposed alternative perspectives. Each proposed tax treatment may require various

amendments to the current tax legislation. We propose that the LLP legislation should be introduced
together with the relevant changes in tax legislation to ensure smooth implementation.

ANALYSIS

Our analysis of the various tax treatments which may apply to LLPs in Malaysia is set out as follows:-
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PROPOSAL

The Institutes propose that an LLP be treated as a partnership (Method A above) or treated as a
company (Method B above). The Institutes further propose that an LLP be given an option to elect the
most suitable tax treatment for itself i.e. either as a partnership or as a company at the incorporation
or conversion to an LLP. This election should be irrevocable unless allowed by the IRB on good

business grounds.

A summary of the Institutes’ additional suggestions in relation to the above is provided in the table

below:

The Institutes’ suggestions

A. Treat as partnership
(current partnership treatment)

B. Treat as company

exemption on conversion to LLP.

a) To be taxed at SME tax rate of 20% for the first RM500,000 N/A Yes
chargeable income.

b) Existing tax incentives for partnerships to be extended to Yes Yes
LLPs.

c) Allow election for partnership or company tax treatment. Yes Yes
However, election is irrevocable unless allowed by the IRB
on good business grounds

d) Partners be treated as employees No Yes

e) Deduction for EPF of partners by the LLP No Yes

f) RPGT, income tax, stamp duty and indirect tax neutrality / Yes Yes




The Institutes’ suggestions A. Treat as partnership B. Treat as company
(current partnership treatment)

g) All unutilised allowances, losses and tax benefits of the Yes Yes
transferor should be transferred to the LLP.

h) Profit distributions are not taxable N/A Yes

i) Basis period should follow companies and not restricted to Yes Yes
calendar year

CONCLUSION

We wish to thank the SSM for inviting the Institutes to submit our proposed tax treatments for LLPs in
Malaysia. We hope that the SSM will give due consideration to our proposals.




