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Limited Liability Partnership

Limited Liability Partnership(LLP)

• Accounts are not required to be audited and the 
Company secretary is not required

• Partners and LLP are separate legal entities and end 
with ‘PLT’

• LLP can be sued on its own capacity
• Partners will be assessed under Section 4(b)  on 

employment income
• LLP will be given deduction for such remuneration 

provided it is stated under the LLP agreement
• Basis period can be 31.12 or non 31.12  
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Limited Liability Partnership(LLP
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• Income from an LLP will be taxed at LLP level

• Definition of “person’ includes PLT->Provisions of ITA, 
exemption orders and income tax rules applicable but not 
specific incentives provided to a company
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Limited Liability Partnership(LLP)

Non deductibleDeductible

EPF, SOSCO, insurance 
in general 

Basic salary & fixed 
allowances

Restriction on 
partner’s salary 
deduction 

Not specified or 
provided for in the 
LLP agreement 

Must be documented
in the LLP agreement 
as evidence

Capital contribution ≤ 
RM2.5million 

Incorporation 
expenses 

Eg 49.2 pg 526
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Conventional Partnership & 
LLP

LLPConventional P/ship

Taxed at LLPTaxed at the respective 
partners’ level, aggregated 
together with their share of 
divisible income and 
constitute the adjusted 
income of the partner from 
the partnership business

Interest income

Allowed as deduction 
when arriving at LLP’s CI 
to the extent provided 
under the LLP 
agreement .

Employment income for 
the partners

Taxed at the respective 
partners’ level, aggregated 
together with their share of 
divisible income and 
constitute the adjusted 
income of the partner from 
the partnership business 

Partners‘ salaries

Paid at LLP’s level
Subsequent distribution 
= exempt from income 
tax 

Share of divisible income 
=share of p/ship profits to 
be taxed at partners’ level

Distribution of 
profits
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Conversion to LLP
• Company to LLP

->all the shareholders of the SB are also the partner of LLP
->the assets of the SB are not subject to any charge at the time of 

conversion.

Transfer of assets = control transfer
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Unabsorbed  CA/Losses= allowed to be carry to LLP and 
deducted in arriving at the AI for a YA following the relevant 

year of conversion.

Sep/Dec 2021 Q(1)(a),comparison 
between Co & partnership
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Conversion from P/ship to Co
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Conversion from P/ship to Co
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Conversion from P/ship to Co
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Conversion from P/ship to 
Company
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Conversion from P/ship to Company
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Conversion from P/ship to 
Company
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Limited Liability Partnership(LLP)
-CA

• An LLP is not entitled to claim capital allowances on 
assets that have been transferred during the 
conversion of partnership or company to the LLP if 
the capital allowances have been claimed by a 
partner or a company in the same year of 
assessment where changes to the entity occurs. 

• LLP is entitled to claim CA on the assets used in the 
business despite changes in the partners (Eg 14 -16, 
PR5/2014)
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Eg 6 PR 5/2015

Limited Liability Partnership(LLP)

• Distribution of profits  to partners are exempt from 
tax and no WHT on profits paid, credited or 
distributed to the partners

• Partners are not liable to tax on their share of 
income from LLP (whether distributed or not). They 
will be taxed on remunerations, perquisites and 
benefits-in-kind received from the LLP.

• Submission of tax estimate must be complied with  
• Distinction between a limited liability p/ship, a 

p/ship and a company – pg 5 of PR5/2015
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June 2022 Q4(a)(i)(ii)
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June 2022 Q4(a)(i)(ii)
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June 2022 Q4(a)(i)(ii)

Sarah/2023 17

June 2022 Q4(a)(i)(ii)
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