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Tax Espresso
Finance Act 2017

The Finance Act 2017 has been published in the Gazette on 16
January 2017 and shall come into operation on 17 January 2017.

Whilst there are minor changes comparing the Finance Act 2017
with the Finance Bill 2016, they do not have significant impact.
We wish to remind you of the following changes to the Income
Tax Act 1967 may impact your tax position or your responsibility
as a taxpayer.

1. Derivation of Special Classes of Income

The proviso in Section 15A is removed 17 January
and income from services rendered by 2017
non-residents under Special Classes of
Income under Section 4A shall be
deemed to be derived from Malaysia
regardless of whether the services are
performed in Malaysia or outside
Malaysia.

In other words, with the amendment,
payment to non-residents for onshore as
well as offshore services would be subject
to withholding tax under Section 109B
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http://www2.deloitte.com/us/en.html

2. Royalty

The definition of royalty has been 17 January
widened to include amongst others the 2017

use of or the right to use software. A
revisit to your existing contract may be
required to ascertain whether your
payment to non-residents could fall within
the definition of royalty.

3. Reduction of SME income tax rate

The income tax rate of SME (resident and | YA 2017
incorporated in Malaysia) and limited
liability partnership [with total capital
contribution (whether in cash or kind) not
exceeding RM2,500,000] on chargeable
income up to the first RM500,000 is
reduced from 19% to 18%.

We suggest a revisit of your tax estimate
submitted for the years of assessment
(YAs) 2017 and 2018 to avoid over-
payment of tax.

4. Amendments to the exemption of certain
interest income under Schedule 6

Exemption of interest income under YA 2017
Paragraphs 33A and 33B of Schedule 6 of
the ITA will not apply in the case of
interest paid to a company in the same
group.

Given that the exemption would no longer
apply to intra-group interest, group of
companies may need to review their
inter-company financing.

For our detailed comments on the Finance Bill 2016, please click
on the following . We recommend that you do that as other
changes may also impact your tax position.
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