Deloitte Tax Challenge 2016
Individual Category – Stage 2
Oral Test
Question 1
Owning a home for shelter and comfort is central to most families’ ultimate plans. However, as the
home prices surged continuously in Malaysia, rakyat are finding it very difficult to own a house.
Required
You are given 5 minutes to propose what can the government or private sectors do to increase the
home ownership.
(40 marks)

Written Test
Question 2
Best Furniture & Fittings Sdn. Bhd. (“BFF”) is a manufacturer of furniture and fittings in Malaysia. The
company receives orders from retailers as well as individual customers throughout the country. BFF is
a Goods and Services Tax (“GST”) registered company and currently having a monthly taxable period.
Required
a) State the general rules for time of supply for goods under Goods and Services Tax Act, 2014
(“GSTA”).
(4 marks)
b) State with reason the time of supply for each of the following scenarios and compute the GST
output tax amount (all quoted price is exclusive of 6% GST unless otherwise mentioned):
i)

BFF received an online purchase order for crystal marble table priced RM15,000 on 10
September 2016 and delivered the goods on 15 September 2016. BFF issued a tax invoice on
3 October 2016 and received full payment from customer on 12 October 2016.
(3 marks)

ii) BFF received a deposit of RM15,000 on 5 September 2016 for a purchase order received for
150 units of sofas from a retailer. BFF issued a tax invoice for the whole amount of RM31,800
(inclusive of 6% GST) on 4 October 2016. The balance of RM16,800 is received on 9 October
2016. BFF delivered 150 units of sofas to the retailer on 12 October 2016.
(7 marks)
iii) On 15 August 2016, BFF supplied 50 units of armchairs to a hypermarket on a consignment
basis. On 21 September 2016, BFF received a statement of sales from the hypermarket
stating all armchairs were sold with a total proceed of RM2,120 (inclusive of 6% GST). BFF
issued a tax invoice on 1 October 2016. The consignee paid 20% of the payment on 10
October 2016 and the balance 80% of the payment on 12 October 2016.
(6 marks)

Question 3
Kuantan Development Sdn Bhd (“KD”) has entered into a joint venture arrangement with a local
conglomerate to embark into a property development activity on 10 acres of prime land and it is the
first integrated green luxury development anchored by prime commercial offices, high-end retail
outlets, world-class serviced residences and luxury residential towers which uses industrial building
system technology.
For the purpose of this new landmark development, KD will be making various payments to the nonresidents as follows:A)

AnYeong Ltd (“AY”), a tax resident company in South Korea
AY will carry out the design and procurement works in Korea and undertake construction
activity in Malaysia for 9 months and the total cost is RM32 million, of which RM2 million is in
relation to design and procurement works whilst RM30 million related to construction work.

B)

JianZu Co., Ltd (“JZ”), a tax resident company in China
JZ has been contracted for supplying a customized Industrial Building System (“IBS”) machine
and the contract price of RM1.2m comprises of the following:
RM
Design customized IBS machine (wholly performed in China)
Supply and delivery of IBS machine parts
Install of IBS machine (wholly performed in Malaysia for 3 months)

200,000
800,000
200,000

The senior engineers of JZ reimbursed RM30,000 and RM20,000 from KD for their travelling
expenses and hotel accommodation respectively during the work performed in Malaysia.
C)

P.T. ComAgensi (“CA”), a tax resident company in Indonesia
CA has introduced AH and JZ to KD and has charged a commission fee of IDR 1,000,000. CA
carries on the business of a commission agency in Indonesia.

D)

Treasury Management Pte Ltd (“TM”), a tax resident company in Singapore
TM, a cash cow subsidiary of KD has advanced 6% loan to KD to finance the development
project. The annual interest payment for the advance of RM2 million.

Required:
i)

The finance director of KD is unsure if the services to be performed by AY will create a
permanent establishment in Malaysia and withholding tax under Section 107A would apply to
the construction service fee to be paid by KD to AY. If so, due to some unforeseen
circumstance, AY foresees it is likely make loss in this project and the advance withholding tax
collection would give rise to cash flow constraint to AY.
The finance director has requested you to advise on whether AY has a PE in Malaysia and if so,
suggest a tax planning idea to manage the cash flow for AY in Malaysia.
(10 marks)

ii)

State with reasons whether JZ has a permanent establishment (“PE”) in Malaysia under the
double taxation agreement between Malaysia and China;
(5 marks)

iii)

State with reasons whether withholding tax is applicable on each of the above payment (A) to
(D) made to the non-resident payees and if withholding tax is applicable, state the domestic
WHT rate and tax treaty rate (if applicable);
(10 marks)

Question 4
Triple A Sdn Bhd (“AAA”) was incorporated in January 2015 to carry on plantation business. On 14
February 2015, AAA acquired its first real property, a 30-acres plantation at a bargain price of
RM1,000,000. The only available assets other than the real property was cash of RM300,000. The
business is yet to be commenced.
Triple B Sdn Bhd (“BBB”) has a profitable manufacturing business. BBB acquired 1,000,000 shares of
AAA for a consideration of RM2m on 15 May 2015 while the total issued shares of AAA were 2,000,000.
On the date of acquisition, BBB has the following financial position:-

Land and factory building (market value)
Plant and machinery
Goodwill
Inventories
Trade receivables
Cash and cash equivalent (before acquisition)

RM’000
5,800
1,000
2,000
600
500
3,200

BBB further acquired 1 piece of commercial land with a market value of RM1,100,000 on 30 August
2015.
Triple C Sdn Bhd (“CCC”) was incorporated in Malaysia ten years ago to carry out trading business.
CCC acquired 1,000,000 shares of BBB for a consideration of RM2,000,000 while the total issued
shares of BBB were 3,000,000 on 22 June 2015. CCC has the following financial position:-

Shoplots (market value)
Plant and machinery
Goodwill
Cash and cash equivalent (after acquisition)

22 March 2015
RM’000
8,000
3,000
3,500
2,500

30 June 2015
RM’000
10,000
3,500
8,000
500

CCC dispose of 500,000 shares in BBB with a market consideration of RM2,000,000 to Triple D Sdn
Bhd (“DDD”) on 12 October 2016.
All the above-mentioned companies are controlled companies and not engaged in property
development.
Required
(a) Determine whether AAA, BBB and CCC is RPC.
(10 marks)
(b) Compute the amount of RPGT payable by CCC on the disposal of 500,000 shares in BBB, if any.
(5 marks)
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