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Tax Planning (cont’d)Tax Planning (cont’d)
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Trading stock

Permanently about to cease business

Transfer / sold to another co. to be used as 
stock in trade

Transfer price = consideration / increase value 
(subject to market value) if disposer has 

unabsorbed CA / tax losses

S35(5)

Single or separate businessesSingle or separate businesses

Important as utilisation of CA cannot be set off 
against income from another business source

Depend entirely on the nature and interdependence 
of such activities 

Case law: ‘ if one or two activities cannot be stopped 
without affecting the framework of the other ->same 
business’
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Single or separate businessSingle or separate business

Whether sharing the same characteristics  of the following:

Core ingredient of the existing business

Overall control and management 

Manufacturing processes is  entirely/almost  the same?

Using the same equipment and expertise?
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Tax planning (cont’d)Tax planning (cont’d)

Trade debtors

Subsequent 
bad debts

Capital assets to the acquirer

≠ tax 
deductible

Excess amt 
recoverred

≠ taxable

Hence, reasonable 
specific provision 

made before transfer
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Tax planning (cont’d)Tax planning (cont’d)

Current year biz loss

= allowed against all sources of income

= can surrender ≤ 70% to related company (if conditions fulfilled)

Unabsorbed biz loss ( carried forward up to 10 YAs after its incurrence
)

= can only be used to set off against the aggregate statutory business
income

= unabsorbed tax losses cannot be transferred, hence investor should
buy up the equity of the co. with tax losses and then introduce
profit-making business into the tax-loss co.

= must have commercial reasons to do so ( take note of Section 140
anti avoidance)

June 2022 Q3(a)(i), consolidation of the 
business under one company 

GROUP RELIEFGROUP RELIEF

6

Loss making company 
(surrendering company)

related co 
(1)

[claimant co]

related co 
(2)

[claimant co]

Current year business 
loss ≤ 70%

Relationship
≥ 70% real

and effective
ownership

  

  

Mutually exclusive

(i)   PS or IT
(ii)  M'sian ship exemption   
(iii) Income tax exemption
(iv) RA or
(v)  Revenue deduction

on approved food            
production

(vi) cost of acqn of 
foreign owned co or 
proprietary rights

WEF YA2019,claimant co that has unabsorbed ITA &  current year 
loss from pioneer biz under PIA is restricted to participate in group 
relief. 
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GROUP RELIEF (Cont’d)GROUP RELIEF (Cont’d)

7

Conditions( for surrendering & claimant companies):
(1)Tax resident + incorporated in M'sia (including the medium companies wef
YA2022)

(2) Related co throughout that yr + 12 month period prior to that YA 
( surrendering co must have commenced business for a period of 12 months)

(3) PUC > RM2.5 million 

(4)Common 12 mth period ending on the same day 

(5) Make an irrevocable election to surrender or claim the biz loss in their  
respective tax return 

(6) Subject to income tax at 24% 

(7) Claimant co has defined aggregate income (DAI) for that YA.   
Does not permit the claimant Co. to claim the biz loss > its DAI 

Marc/June 2021 Q1©

GROUP RELIEF (Cont’d)GROUP RELIEF (Cont’d)

 WEF YA2019 ,the transfer of adjusted losses to a related company only applies to 
surrendering company which first commences its operation (i.e. start-up company).

 Surrendering of adjusted losses by the surrendering company is restricted to 3 
consecutive YAs, whether or not any adjusted losses are surrendered:

(i) It commences immediately following the YA which consists of a basis period of 12

months the  company first commences operation.

(ii) If the basis period for a YA the surrendering company first commences operation 

is less or   more than 12 months, the surrendering company is allowed to

commence surrendering its   adjusted losses immediately after the second basis 

period for the YA the surrendering company   first   commences operation and the

second basis period consists of a period of 12 months.

FRS 38 - 8
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GROUP RELIEF (Cont’d)GROUP RELIEF (Cont’d)
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Defined aggregate income

Aggregate income

-S44(1) (a) Current year loss XX
(b) Prospecting expenditure /
pre-operating biz expenditure (X)
(c) Donations (X)

(d) Other donations (X)

Defined Aggregate Income XX

GROUP RELIEF (Cont’d)GROUP RELIEF (Cont’d)
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Penalty

● incorrect information on adjusted loss surrendered

● adjustment on claimant Co. 

● penalty imposed on surrendering Co.

= amount of tax undercharged by claimant Co.
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June 2021  Q1©June 2021  Q1©

FRS 38 - 11

June 2021  Q1©June 2021  Q1©

FRS 38 - 12
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June 2021  Q1©June 2021  Q1©

FRS 38 - 13

FRS 38 - 14

June 2021  Q1©
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June 2021  Q1©June 2021  Q1©

FRS 38 - 15
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Tax planning (cont’d)Tax planning (cont’d)

Investment in a company

Equity Debt Financing

Retained profit c/f
/ current year

Single tier - Tax 
exempt

Return of investment

Dividend

Return of investment

S33(2) interest 
Restriction/interest  attributable 

Permanent loss

Interest restriction

Interest incomeQuantum is ↑ No restriction

Tax deductible for 
investee if utilised in 
the prod. of income 

of that source(*)

Investor  charge 
the required amt of 
interest income to 
offset the interest 

exp suffered

ACCA article share/asset  deal
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Dec 2022 Q1Dec 2022 Q1

FRS 38 - 17

Dec 2022 Q1Dec 2022 Q1

FRS 38 - 18
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Dec 2022 Q1Dec 2022 Q1

FRS 38 - 19

Dec 2022 Q1Dec 2022 Q1

FRS 38 - 20
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Dec 2022 Q1Dec 2022 Q1

FRS 38 - 21

Dec 2022 Q1Dec 2022 Q1

FRS 38 - 22
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Advantages of SMEAdvantages of SME

Lower income tax rate of 15%/17%/24% on the first 
RM150,000/RM450,000 of its CI

Can claim CA on small value assets and not limited to RM20,000 
per YA

Exempted to file tax estimate for first two YAs ( no need to meet 
the criteria of gross income <=RM50 million)

SME= incorporated in Msia;+

= Tax resident in Msia;+

= PUC at the beginning <= 2.5million;+

= Gross income from business<= RM50 million;+

=NO related companies having PUC > 2.5.million

= at least 80% M’sian incorporated companies and or/Citizen

FRS 38 - 23
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Tax planning (cont’d)Tax planning (cont’d)

Distinction

Business income

 Availability of CA

 Availability of current yr loss

 Carry forward unabsorbed loss

 Biz income can be offsetted  

against unabsorbed biz loss
even though different sources

Investment income

 Deductibility of expenses =   
wholly & exclusively test

 Excess = permanent loss

 Current year loss ≠   offset   
against other income
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Tax planning (cont’d)Tax planning (cont’d)

Assets

Financing arrangement Disposal

Wholly in cash LeasingVia term loan
/ overdraft

HP

Full amt of qualifying 
asset s.t. RM50k / 100k 
for passenger vehicles 

HP interest HP capital 
portion

Allow tax 
deduction

New instal. Old instal.

IA AA AA

↑ CA, hence ↑ unabsorbed CA.
Able to offset against the same
biz source only.

To incur K expenditure at the 
end of the financial yr than at 
the beginning

≠ owner of the asset

Operating Finance

No tax adj. s.t. 
RM50k / 100k 
for passenger 

vehicle

Principal 
portion

Rev. deduction

Timing
Set off

Full amt of lease rental is 
given rev. deduction

↑ adj loss able to 
shelter other income

Eg 39.1, pg 422
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Tax planning (cont’d)Tax planning (cont’d)

Assets

Financing arrangement Disposal

≤ 2 yrs Timing Controlled tfr (btw 
group of co.)

BC = CA 
claimed

BA

BC

s/b disposed of at y/e 
to shelter biz profit

Postpone to the 
following yr to defer 

tax liability

Transferor Transferee

Deemed transferred at 
TWDV. Hence, no BA/BC

Claim AA on 
ori. acqn cost 
s.t. remaining 

TWDV

Transferor

2) Unabsorbed CA
– should transfer where Sch 3 Para 38 N/A
– BC may arise to be shelter by unabsorbed CA
– IA+AA to be given to acquirer based on mkt value

1) ≠ RE
Value transfer = mkt value
Diff = mkt value – NBV = a/ctg π = 
≠ taxable
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March 24 Q1March 24 Q1

FRS 38 - 27

March 24 Q1March 24 Q1

FRS 38 - 28
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March 24 Q1March 24 Q1

FRS 38 - 29

March 24 Q1March 24 Q1

FRS 38 - 30
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March 24 Q1March 24 Q1

FRS 38 - 31

March 24 Q1March 24 Q1

FRS 38 - 32
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March 24 Q1March 24 Q1

FRS 38 - 33

March 24 Q1March 24 Q1

FRS 38 - 34
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March 24 Q1March 24 Q1

FRS 38 - 35

March 24 Q1March 24 Q1

FRS 38 - 36
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March 24 Q1March 24 Q1

FRS 38 - 37

March 24 Q1March 24 Q1

FRS 38 - 38
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March 24 Q1March 24 Q1

FRS 38 - 39

March 24 Q1March 24 Q1

FRS 38 - 40
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