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Updated Transfer Pricing
Requirements 2023

TP Documentation (“TPD”) Flowchart

The guidelines states that companies involved in related party transactions in Malaysia
should prepare a TP documentation yearly. Companies who fall below this threshold may opt
to prepare a limited scope/ minimum TPD while companies who exceed it should prepare full
scope TP documentation.
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Revenue <RM25
million

Financial assistance

RPTs < RM15 million < RM50 million

The TPD Flowchart is a chart that assists taxpayers in determining the circumstances where
full or minimum TPD is required. Some of the salient points highlighted in the flowchart
covers:

v Only taxpayers carrying on a business and is involved in controlled transactions should
prepare a TPD

v' Permanent establishment in Malaysia must prepare full TPD, regardless of the threshold
v/ Companies transacting with overseas related companies must prepare TPD

v' Companies can be exempted from preparing if any adjustments made does not alter the
total tax payable (i.e. both companies do not enjoy incentive, suffer losses or taxed at
different rates)
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A PE should prepare a full TPD
regardless of the threshold
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MINIMUM TPD

— Para11.2.4 (a) -
Organisational structure;
— Para11.2.4 (c) -
Controlled transaction®;
and

— Para 11.2.4 (d) - Pricing
policies®@

@ For a minimum TPD, taxpayers
may only provide a general
business description of all the
relevant associated person.

@ For a minimum TPD, taxpayers do
not have to prepare a complete
comparability study and may apply
other than the five methods as
described in the Malaysian TPGL
provided it result in, or best
approximates, arm’s length outcomes.
(As an example, taxpayer may use a
price list to justify the price used for
both controlled and uncontrolled
transaction)

It is mandatory for all
companies with cross border
transactions to prepare full TPD

—

FULL TPD

As required under TP Rules;

and Any relevant information
as explained

under the MTPGL (including

Appendix)
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Minimum Transfer Pricing Documentation Template (PIN 1/2022)

U The template was released to simplify compliance for SMEs and reduce administrative
burden of compliance

U The template reinforces that companies involved in related party transactions (“RPTs”) in
Malaysia should prepare a TP documentation

U Companies can opt to use this template if their:
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Financial assistance
< RM50 million

Revenue <RM25

million RPTs < RM15 million

U Template consists of 4 parts as follows:

= Company reg no. = Characteristics/ Principal
= Tax reference activity
= Address *= Industry code

= Financial period

= Name, Country, Address and Tax No. of Ultimate,
Holding Subsidiary and Affiliate Companies

: GfOUP_ *=  Global and Company organization chart

information « Reporting lines

= Type, amount of RPT and % of transactions

= Name, Country, Business activity, Tax No. and relationship
of related companies involved in transaction

= Agreement/ supporting documentation

=  Pricing policy for each type of RPT

= Pricing basis (i.e. costs elements & profit mark-up)
=  Sample documentation

=  Comparability study

= ==:—L e !
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Transfer Pricing Penalties

Fine between RM20,000 to
RM2100,000; or

Imprisonment 6 months; or
Both.

Failure to
submit within
14 days
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Surcharge of not more than 5%
of the total adjustments

regardless if there is additional
taxes payable.

5% surcharge
on
adjustments
made by tax
authorities

Penalties on
additional tax
payable

The rates can range from 30% to

100%

[llustration on Penalties

AB Sdn Bhd AB Sdn Bhd
was submitted
requested to later than 14

submit TPD days

Adjustments Audit findings

gave rise to
RM25,000

resulted in
adjustment of

additional tax RM100,000.

By

Penalty (RM)

Fine between RM20k and
RM100k. (assumed at 20,000
minimum penalty amount)

5% surcharge x 100,000 5,000
Additional tax payable 25,000
Penalty on additional tax 8.750

(assumed at 35%)

Total 58,750
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Key Take-aways

U Tax authorities have provided a cost efficient template for SME companies to encourage
compliance

U In addition to the template, taxpayers also need to include documentation or analysis to
justify that the RPT is carried out at market price (i.e. comparability study)

U TPD or Template and analysis needs to be updated yearly

U While there are exemptions to preparing TPD, it is not always possible determine whether
adjustments will result in additional tax until the audit is carried out

U Keep in mind that the penalties have not been amended or adjusted for such exemptions.
The risk of IRB imposing the 5% surcharge on adjustments on top of remaining penalties
are still present.

How We Can Help

Our dedicated team of professionals has experience in various disciplines to respond
effectively and efficiently to our clients’ individual requirements. This professional capability
allows us to advise and plan strategies critical to our clients’ needs and success within the
challenges of the present business environment.

Our service includes a total approach to our clients’ problems and needs. Using a team
approach, our services are tailored to meet our clients’ individual requirements. We stress on
a high degree of competence, professionalism and commitment among our team members.

We offer the following services with a clear focus on the business issues and regulatory
requirements of the client’s industry:

* Audit and Assurance * Migration Advisory
* Tax & Transfer Pricing Advisory and * Offshore Advisory
Compliance * Risk, Governance and Sustainability
* Business Advisory Advisory
* China Belt and Road Desk * Valuation Advisory

* Financial and Transaction Advisory

Should you have any questions or require any assistance on the above, please do not
hesitate to drop us an email or call us.

This publication contains information in summary form and is therefore intended for general guidance only. No person should rely on the
contents of the aforesaid publication without first obtaining advice from a qualified professional person. ShineWing TY TEOH is not
responsible for the results of any actions taken on the basis of information neither in this publication, nor for any error in or omission from
this publication. ShineWing TY TEOH expressly disclaims all and any liability and responsibility to any person, whether a reader of this
publication or not, in respect of anything, and of the consequences of anything, done or omitted to be done by any such person in reliance,
whether wholly or partially, upon the whole or any part of the contents of this publication.
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WHY ShineWing TY TEOH Rt AEFE XKD FERE ?
ShineWing TY TEOH is a leading regional chartered accountants, tax, transfer pricing, valuation and consulting group with
office presences in Malaysia to provide a diverse spectrum of business solutions and consulting services to public listed
companies, Fortune 500 companies, multi-national corporations, local small and medium companies representing a cross

section of major industries.

EXRPMEBZ—FIASCHXEZUSESF, EBRAMWRAENEL - HEHEW - WESC0ZEEW - BEEWRS
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+ Registered Auditor of Public Company Accounting Oversight Board (PCAOB), USA
EE MRS BREZERSAEME D

-+ Approved Auditor of Labuan Financial Services Authority (Labuan FSA), Malaysia
Sk MR RIARS S B LM D

Member firm of ShineWing Member firm of Praxity - The
International - Top 20 ) world’s largest alliance of
.:::: international accounting network r&\) PRAXITY  independentaccounting firms.

i SW and association. Empows | g Business Globally o .
EXPHEFRRSER - 21 A% PRAXITY EIFRRGFT - 2IKE&R K
RENEK20KEFFZIT NS IR =M SRR
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WWW.praxity.com
www.shinewinginternational.com
WHAT WE OFFER 1€ WARS
+ Audit & Assurance + BPO & Business Advisory = China Desk + Digital Transformation and Data
Analytic + Family Office & Private Client Services =+ Financial & Transaction Advisory + Japan Desk
+ Migration Advisory + Market Entry Advisory #+ Myanmar Desk < Offshore Advisory =+ Risk &

Governance Advisory <+ Singapore Desk = Tax Advisory = Transfer Pricing Advisory - Valuation

Advisory

+ Hit + BINE5EE + PEEUEKRSE + B ECERBEREEIN + XEDD
ERIMAEFRS + BUMEASHBES + HABWERSIZH + BEEKS + mdEA
B8 + A9CURSEH +BFEE + XEEBRRNZEZE + HIKEKRSS

+ HFEW + BUEENEE + HESE

100+ 630+ 42000+ W shinewingtyteoh.com

Countries Locations Professionals -~ )
Audit | Tax | Advisory | Transfer Pricing | Valuation @ @ o o

Kuala Lumpur 53 T +603 780 55022  Johor Bahru Zf# T +607 5952299 Penang &4, T +604 296 6730 / +604 371 3318
Labuan #9185 T+6087 599 328  Muar fifit¥ T +606 952 0205  Sitiawan S2JK3T T +605 688 5112
Ipoh 1412 T +605 546 3388
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