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Question 2 – Oral Presentation (60 marks) 

The management of Golden Sdn Bhd has appointed you to provide advice on the transactions described below. 

 

 

 

 

 

 

 

 

 

 

 

GSB 

GSB is an investment holding company and also provides management services to its subsidiaries. GSB has obtained 

bank borrowing of RM 2,000,000 for the following purposes: 

 

i) Interest free loan of RM 500,000 to BSB and 

ii) Purchase of an office building with ready tenants. The office building is valued at RM 1,500,000  

 

GSB incurs salary cost for provision of management services to its subsidiary companies but does not charge any 

management fees. The rental income is currently taxed as a non-business income under Section 4(d) of the Income 

Tax Act 1967. 

 

KSB

KSB is involved in manufacturing of surgical gloves and intends to purchase 2 units of high technology equipment 

amounting to RM 2,000,000 to automate certain manufacturing process. Due to insufficient funds, KSB plans to 

obtain financing from its holding company, GSB to finance the purchase of the said equipment. GSB obtained 

additional borrowing from the bank and has an option to either extend an interest-bearing loan to KSB or subscribe 

for additional ordinary shares in KSB.

 

BSB 

BSB is involved in the business of trading of surgical gloves which sells to local and overseas markets. BSB engaged 
agents to sell their products in Singapore, Thailand and Indonesia and pays commission to these agents based on 1% 
of the value of the sales made by the agents.  
ASB 

ASB is involved in the business of manufacturing and trading of surgical mask. To achieve operational efficiency, ASB 

intends to transfer the trading of surgical mask business to BSB. The said transfer would allow ASB to focus on 

increasing its production capacity. All the assets in the trading business such as office equipment, stocks and 

warehouse will be transferred to BSB. The sales consideration is as follows: 
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Assets transferred Sale consideration (RM) 

Office equipment 2,000,000 

Warehouse 8,000,000 

Stock 500,000 

 10,500,000 

 

The above consideration will be settled by cash. The warehouse was acquired on 25 December 2018 at RM 

4,000,000. 

  

You are required to prepare a presentation to address the following to the management of GSB: 
 
a) Please state the tax implications on the interest expense and salary cost incurred by GSB.  

(6 marks) 
 

b) Please state how GSB can improve its tax efficiency in respect of the interest expense, salary cost and rental 
income. 

(6 marks) 
 

c) State the types of tax incentives that are available to KSB on its automation project and which tax incentive KSB 
should opt in order to maximise the tax benefit.  

(12 marks) 

 

d) Explain whether GSB should extend an interest-bearing loan to KSB or subscribe additional 
ordinary shares in KSB to finance the purchase of machinery from tax perspective. 

(12 marks) 

 

e) Explain the withholding tax obligations of BSB on the payment of commission to the Singapore, Thailand and 
Indonesia agents.  

(3 marks) 
 
Please advise BSB in what situations withholding tax would not be applicable on the  payment of commission to 
the Singapore, Thailand and Indonesia agents.   

(2 marks) 
 

f) State with reason whether BSB is eligible for stamp duty relief under Section 15 or Section 15A of the Stamp Act 
1949 on the acquisition of trading of surgical mask business.  

(12 Marks) 
 

g) Please quantify the real property gains tax exposure on the disposal of the warehouse by ASB. State with reason 
whether ASB is eligible for RPGT exemption.  

(7 marks) 
 
 

[End of Question Paper] 
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