Deloitte Tax Challenge 2014
Individual Category – Stage 2
1. Since the recession in 2008, some countries have managed to get their economies out of
the recession and others are in danger of falling back into recession. In the light of such
uncertainties in the world economies, you are given the opportunity to address the
Minister of Finance on the measures that Malaysia should take to maintain, if not
increase, the momentum of growth in the Malaysian economy. Your 5-minute speech
should be delivered in English.
(30 marks)

2. Mr Lim owns a trading company in Kuala Lumpur and the business is very profitable. He
also owns several properties in Kuala Lumpur and Selangor as follows:

(a) Ten 4-storey shop houses in Jalan Ipoh, Kuala Lumpur valued at RMRM20 million. All
the shops are rented out except for two 3rd floors which have been vacant for a year.
(b) Four 2-storey terrace houses in Taman Tun Dr Ismail, Kuala Lumpur value at RM6
million which are rented to different tenants.
(c) Five bungalows in Jalan Ampang, Selangor valued at RM20 million which are rented
to foreign embassies.

Mr Lim intends to transfer all the properties to one or more companies as he thinks it is
more efficient and manageable. The consideration for the transfer of properties to the
new companies will be in the form of shares. The shares will be in the names of Mr. Lim
60%, Mrs Lim 20% and his two children 10% each.

Mr Lim has engaged you to advise him on the steps he should take and what tax
considerations should he be aware of. In your advice you should cover income tax, real
property gains tax and stamp duty issues.

(35 marks)
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3. You have applied for a position as a Tax Associate with one of the major tax firms. Before
the interview proper, you have been given a tax question to answer in writing. The
question is shown below:

The main activity of a resident company in Malaysia is that of owning and hiring of ships.
The company entered into “Time Charter” contracts with a non-resident company for the
hire of vessels, services and crews to the company. In consideration for the hire of
vessels with crew, the company made full payment to the non-resident company. The
payments were charter fees for the time charter of ships and crews. The non-resident
company is resident in Singapore. It carries on a business of hiring ships, providing
shipping services and the hire of crew. It has no permanent establishment in Malaysia.

In view of a recent case law decided in October 2013, discuss:
(a) the taxability of the payments received by the Singapore company; and
(b) the deductibility of the payments made by the Malaysian company,
with reference to the Income Tax Act 1967 and double taxation agreement.

(35 marks)
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