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Authorised Share Capital (RM) Fees (RM)
FTHIES A2 (RM) 3+ E(RM)
Up to 400,000 1,000
400,001 - 500,000 3,000
500,001 - 1,000,000 5,000
1,000,001 - 5,000,000 8,000
5,000,001 - 10,000,000 10,000
10,000,001 - 25,000,000 20,000
25,000,001 - 50,000,000 40,000
50,000,001 - 100,000,000 50,000
100,000,001 and above 70,000
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Setting up Business in Malaysia

There are types of business organization which include the branch of a foreign
company, limited company, representative office, etc available for Korean investors.
Among, the private limited company is the most popular form of

organisation. Herewith, we list down the requirements and restrictions for setting
up a private limited company in Malaysia, the minimum share capital requirement,

equity condition, etc.

Name of a
Malaysian
Company

Registered
Office

Directors

Resident
Secretary

Paid Up Share
Capital

Share Capital
Duty

Setting Up of a Malaysian Company Limited by Shares

A Malaysian Company having a share capital may be incorporated as a
private limited company (identified through the words “Sendirian
Berhad” or “Sdn. Bhd.” appearing together with the company's name) or
public limited company (identified through the word “Berhad” or “Bhd”
appearing together with the company’s name).

The Malaysian Company must have a Registered Office where all
communications and notices may be addressed to.

(If the Company Secretary is a professional firm, the address of the
Company Secretary is usually the address of the Registered Office of the
Malaysian Company.)

A minimum of two directors who must be natural persons and each has
his principal or only place of residence within Malaysia.

The directors of a Malaysian Company may be the same or different
persons from the shareholders.

The Malaysian Company must have at least one qualified Secretary (as
defined under the Malaysian Companies Act, 1965) who must be a
natural person.

The minimum paid-up and issued capital for a Malaysian Company is
RM2.00 comprising at least two ordinary shares of RM1.00 each.

Each application for the incorporation of a company shall be
accompanied with share capital duty payment as per the following
schedule:

Authorised Share Capital (RM) Fees (RM)
Up to 400,000 1,000
400,001 - 500,000 3,000
500,001 - 1,000,000 5,000
1,000,001 - 5,000,000 8,000
5,000,001 - 10,000,000 10,000
10,000,001 - 25,000,000 20,000
25,000,001 - 50,000,000 40,000
50,000,001 - 100,000,000 50,000
100,000,001 and above 70,000

The issued share capital can be at any amount not exceeding the
authorised share capital.
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Shareholder

Foreign and
bumiputra
equity
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Share capital
Requirement
for Work

Permit

Information
and Time

Required for

Incorporating a

Malaysian

Company

In practice, though, the share can be issued at full nominal value of RM1
or a part of it with the balance to be called upon at later stages.

A minimum of two individual subscribers is required. If the shareholder
is a corporation, the company may have only one shareholder. If the
intention is to have a wholly owned subsidiary, these shares may be
transferred to a corporate entity at a later date.

There is no requirement for a Malaysian Company to have resident
shareholders unless specified in certain permits or licenses as further
elaborated below.

With effect from 17 June 2003, 100% foreign participation is allowed for
manufacturing sector.

There were liberalisation initiatives in several services sub-sectors (e.g.
education, healthcare, tourism, telecommunication, IT related etc),
allowing for up to 100% foreign participation in these sectors since
20009.

The limit on foreign equity ownership of Islamic banks, investment
banks, insurance companies and takaful operators is 70% from 2009
onward. With effect from 9 June 2014, 100% foreign equity ownership is
allowed for unit trust management companies.

Bumiputra equity conditions may be imposed in the strategic sectors
such as energy, water, telecommunications, and ports.

In relation to the wholesale, retail and trade business, based on the
guidelines on foreign participation in the distributive trade services
Malaysia issued, the minimum share capital requirement is ranging from
RM1 million to RM25 million and there is a need for bumiputra
participation from 30% to 70%.

For service providers operating in the oil and gas industry that require a
Petronas license, they are required to have paid up share capital of not
less than RM 100,000 and minimum bumiputera shareholding
participation of either 30%, 51% or 100% depending on the type of
services.

The minimum share capital for a company to employ an expatriate
under a work permit is as follows:

100% local company owned - RM250,000
Local + foreign owned - RM350,000
100% foreign owned - RM500,000 and above

To incorporate a Malaysian Company, the following is needed:

- The name of the proposed company.

- Type of business activity.

- The names, latest residential address, certified passport copy,
nationality and business occupation of the directors and
shareholders of the proposed company and for shareholders, the
number of shares subscribed by each subscriber.

(If the shareholder is a corporation, certified copies of the



Opening of
Bank Accounts

Annual General
Meeting
(\\AGMII)

Tax Rate For a
Malaysian
Company

Return on
Investment /
Repatriation of
Profits

Certificate of Incorporation, company profile from the Registrar of
Companies ("ROC") and Power of Attorney or a corporate
representative certificate or notice (whichever is applicable) is
required.)

(The incorporation of a Malaysian Company would take 2-3 working days
if all the documents for submission to the ROC are complete and in
order.)

The Malaysian Company may open bank accounts with any banks licensed
with the Central Bank of Malaysia.

(The timeline for opening of a bank account depends on the bank
concerned; may be as fast as two weeks or up to two months.)

A Malaysian Company is required to convene its AGM once a year to
table its audited accounts made up to a date not more than six months
before the date of the AGM. The audited accounts is required to be
lodged with the ROC within a month from the date of the AGM. Under
certain circumstances, approval from shareholders can be obtained by
convening an Extraordinary General Meeting ("EGM").

A Malaysian company required to submit its tax return to the Malaysian
Inland Revenue Board within seven months after its financial year end.
A Malaysian Company is subject to corporate tax rate of 24%. In the
case of a SME company where the paid up share capital is not more than
RM2.5m, the corporate tax rate is as follows:

First RM500,000 19%
In excess of RM500,000 24%

Return of investment into a company is in the form of dividend. Dividend
can be distributed out of the retained earnings of the company. Dividend
payment is exempt from tax in the hand of the shareholders, both local
and foreign shareholders.



Key Changes Under the Companies Bill 2015

The Companies Bill 2015 (“the Bill”) was passed at Dewan Rakyat on 4 April 2016 and Dewan Negara
on 28 April 2016. It is anticipated that it will come into force by end of 2016. The Bill aims at easing
the undertaking of business in Malaysia and strengthening the corporate governance.

In this connection, we are pleased to provide you with the summary of the key changes under the
Bill, the summary is non exhaustive. This update would certainly be helpful to the Korean Companies
in better understanding the changes made as many Korean investors are already having companies
or in the midst of setting up their companies in Malaysia.

Minimum Number
of Directors

Annual General
Meeting ("AGM")

Key Changes Under the Companies Bill 2015

Private Company

Existing Acts
A minimum of two directors who

must be natural persons and
each has his principal or only
place of residence within
Malaysia.

Revised Acts

A company can be incorporated
by a single member and that
single member can also be the
sole director.

Existing Acts

A private company is required to
convene its AGM once a year to
table its audited accounts made
up to a date not more than six
months before the date of the
AGM.

Revised Acts
Private companies are no longer
required to hold AGM.

v' Following the abolishment of
AGM, there will be a timeline
to circulate the audited
accounts among the
shareholders.

v There is also a mechanism
for the automatic
reappointment of auditors,
unless the shareholders
decide otherwise.

Public Company

Public company must have at
least two directors.

Public companies are still
required to hold AGM every
calendar year.



No-Par Value
Regime

Memorandum and
Articles of
Association
(\\M&AI!)

Introduction of
Solvency
Statements

Distribution of
Dividends

v The main method for private
companies to make decision
will be by way of written
resolutions.

Existing Acts
The minimum paid-up and issued capital for a Malaysian

Company is RM2.00 comprising at least two ordinary shares of
RM1.00 each.

Revised Acts

e Shares to be issued are without par value.

e Shares will be issued at a price.

e Share premium account, capital redemption reserves ("CRR")
and the concept of authorised capital will no longer be
applicable.

e Transitional period of 24 months will be given to companies
to utilise the amount standing in credit in the company’s
share premium account.

Existing Acts
An original of the Memorandum and Article of association shall

each be stamped at RM100.00. Stamps are affixed at the Inland
Revenue Board’s stamp office.

Revised Acts

Companies will no longer be required to have a M&A. However, if
a company wishes to tailor certain provisions for itself, it can
then adopt a Constitution. Existing companies will have their
respective M&A be deemed to be the new Constitution.

Existing Acts
No such provision.

Revised Acts

There will be different varieties of new ‘solvency test’ that will be
applied for different situations. Directors must sign on the
equivalent of a statutory declaration to verify that the company is
solvent when the company undertakes the following:

Reduction of capital

Redemption of preference shares
Provision of financial assistance
Share buyback

Where there is a breach of this solvency test, the directors will be
personally liable and may face criminal sanctions.

Existing Acts
Return of investment into a company is in the form of dividend.

Dividend can be distributed out of profits of the company.

Revised Acts

e Dividends may only be distributed out of profits.

e Distribution can only be made when the company is solvent
i.e. the company is able to pay debts as and when they fall
due within 12 months immediately after the distribution is
made.



e If after authorization but before distribution is made, the
company ceases to be solvent, the directors must take
necessary steps to prevent the distribution.

e Company may recover distribution paid from shareholder
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