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Key Takeaway

+* I|HCs are subject to
specific statutory
provisions, which may
affect expense
deductions, capital
allowances and the
overall tax position
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Optimizing Business and
Investments with an Investment

Holding Company

Introduction

An Investment Holding Company (“IHC”) may provide a practical
structure for separating investment assets from a group’s operating
businesses. However, the suitability of an IHC should be assessed
in the context of the group’s overall commercial objectives,
particularly where tax efficiency is a key consideration.

The Inland Revenue Board of Malaysia (“IRBM”) has issued Public
Ruling No. 2/2024 — Investment Holding Company, which sets out
the relevant tax framework applicable to IHCs under the Income Tax
Act 1967.

Why Does The Choice Of Structure Matter?

The decision to establish an Investment Holding Company (“IHC”)
should be based solely on corporate and accounting considerations.
The choice of structure may have significant tax implications,
particularly as the nature of the company’s activities and sources of
income may affect the tax treatment and deductibility of expenses
incurred in holding and managing investments.

An IHC may incur various expenses, including:

- directors’ and management expenses;

+ professional and advisory fees;

+ financing costs;

 property-related expenses; and

+ other costs associated with the holding and management of
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For an unlisted IHC, section 60F provides a specific mechanism for determining the amount of certain
expenses that may be deducted for tax purposes. These rules include a prescribed formula and a limitation
linked to the investment income of the company.

An IHC should not be established on the assumption that:
higher expenditure = higher tax deduction.

The amount of accounting expenditure incurred does not necessarily translate into an equivalent tax
deduction. The actual tax benefit may be substantially lower, particularly where the IHC is expected to incur
significant recurring management, professional, administrative, and other investment-related costs.

The distinction between an operating company and an IHC

An operating company generally derives income from carrying on a business. An IHC, on the other hand,
is principally concerned with holding investments and deriving income from those investments.

This distinction is significant because the Income Tax Act 1967 contains specific provisions dealing with
IHCs, including sections 60F and 60FA.

The tax rules applicable to an IHC are therefore not necessarily the same as those applicable to an
ordinary operating company. This is particularly relevant where a group intends to move existing invest-
ments from an operating company into a newly incorporated IHC.

Capital Expenditure Should Also Be considered

Where an IHC acquires investment properties or other qualifying assets, the group may expect the asso-
ciated capital allowances to reduce its overall taxable income. However, the IHC rules may restrict the
utilisation of capital allowances depending on the income generated by the relevant source.

Conclusion

An IHC can be an effective corporate structuring vehicle, but it should not automatically be regarded as a
tax-saving solution. The tax framework applicable to IHCs contains specific rules that can restrict the
benefit of expenses, investment losses and capital allowances.

For more details, please refer to :
Source : * Income Tax Act 1967 — Sections 60F and 60FA
* IRBM Public Ruling No. 2/2024 — Investment Holding Company, dated 28 May 2024.

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. |

b

eI (A

KUALA LUMPUR | JOHOR BAHRU | PENANG | LABUAN | MUAR | SITIAWAN | IPOH 2

A A it just IR ,ij- .q‘
1 i t = |l 1
ek nnwuﬁ-l]li d="



WHY ShineWing TY TEOH At A& FE KPP FEE ?

@mth @715 @102 5%112000 @wm @ 7

Global Largest Global Revenue Offices across People including Malaysia Largest Offices across
Accounting Firm (USD’ Million) 21 Countries & Regions 640 Partners Accounting Firm Malaysia
IAB 2024 Year 2023 Year 2023 Year 2023 IAB 2024 Year 2024

§ PCAOB v Registered Auditor of Public Company
Accounting Oversight Board (PCAOB), USA Team Leaders &

v Approved Auditor of Labuan Financial Members Credentials

Services Authority (Labuan FSA), Malaysia

\ B8] © v Approved Training Employers \3‘ ¢§:§§5§E§5Ts IS@A

Ai) PRAXITY Independent Member Firm of Praxity
CrA mia
G e istinite of
= MEMBER OF THE .
ForuM OF FIRMS’

4{o - v
ASEANCPA '\ Ao

SCTP* C,tl’ﬂ
WHAT WE OFFER 1MW E W RS

l-\x F‘QUFI.SSIUNJ\I 5 "EILEIRIE WA SEETITE OF MALETSA CFP

National Association of
Certified Valuators and Analysts®

}\\{’.{ CFA Institute

+ Audit & Assurance -+ BPO & Business Advisory + China Desk - Digital Advisory -+ Family Office & Private
Client Services - Financial & Transaction Advisory -+ Japan Desk -+ Market Entry Advisory -+ Migration Advisory
-+ Labuan Offshore Advisory -+ Risk & Governance Advisory -+ Singapore Desk -+ Tax Advisory -+ Transfer Pricing
Advisory + US Desk - Valuation Advisory

+ Fit + FFHNE5EE + PERWRSE + BEEE + XRED2ERDBAEZFERS + RURSESHBER

+ El$ﬁlLHE%"I1 + mIAEAEE + BEKRS + NFBFEE + NEEBERAZESEE + FINKEWRS S
+ BFEW + BiLENEE + ZEEWRSH + HEZE

@ ﬂ @ @ G z o W shinewingtyteoh.com

Kuala Lumpur S35 T +603 780 55022  Johor Bahru &% T +607 5952299  Penang 13 T +604 296 6730 / +604 371 3318
Labuan ewr@ = T +6087 599328  Muar i} T +606 952 0205  Sitiawan SZJKIT T +605 688 5112
Ipoh 141 T +605 546 3388 Lo

,].a@f’-:xt Q_
333'7"'—f=1" | e i uﬁlllﬂm.usﬁnuu;

KUALA LUMPUR | JOHOR BAHRU | PENANG | LABUAN | MUAR | SITIAWAN | IPOH 3


https://shinewingtyteoh.com/
https://shinewingtyteoh.com/
https://www.instagram.com/shinewingtyteoh/
https://www.youtube.com/channel/UC6IEzstNfkjj2_438lkWUYg?view_as=subscriber
https://www.linkedin.com/company/shinewingtyteoh/
https://www.facebook.com/ShineWingTYTeohLLP/
https://x.com/ShineWingTYTeoh
https://shinewingtyteoh.com/

