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A structured overview of the study’s research questions, methodology, and objectives.
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® Findings

The whole thesis as a 4-stage story: Establish > Diagnose >
Benchmark - Fix, each tagged with its RO/RQ and findings.

THE PRIMARY LAW

Section 140A
ITA 1967

Introduced in 2009 to
control transactions
between associated
persons.

STAGE 1: ESTABLISH - The Foundation

THE ADMIN FRAMEWORK

BT

Supported by TP Rules 2012
and MTPG 2012 to guide
implementation.

Guidelines are not legally
binding—no explicit power
for DGIR to issue them.

THE CRITICAL GAP

A

MAJOR FRICTION POINTS

> + Median adjustment
‘ é disputed
* Unclear burden

of proof

« Penalties often
overturned

STAGE 2: DIAGNOSE - Identifying Friction

ROOT CAUSE
.

1l

[ —"

Lack of statutory
authority & weak
legal basis.

1, =

CURRENT STATE

Reactive patches &
workarounds instead
of structured legal
solutions.

RIGID HIERARCHY
VS. MOST
APPROPRIATE METHOD

MALAYSIA

=

Rigid hierarchy
of methods

UK & AUSTRALIA

Most appropriate
method used

STAGE 3: BENCHMARK - International Comparison

INTEGRATION OF
OECD GUIDELINES

MALAYSIA UK & AUSTRALIA

Not explicitly
incorporated

Explicitly
in domestic

law

ASSESSMENT WINDOWS
& TIME LIMITS

MALAYSIA
- Upto7years
UK
% 4 years

(extend to 20
years for fraud)

AUSTRALIA

Up to 7 years /

Give DGIR explicit
power to issue

binding guidelines. main Act.

ESTABLISH BINDING FORMALIZE
AUTHORITY DOCUMENTATION
(Section 138D)
= i

Move TP documentation
requirements into the

STAGE 4: FIX - Proposed Improvements

TP, ADOPT METHODOLOGICAL
FLEXIBILITY

i

Use “Most Appropriate
Method" approach for
more accurate results.

DEFINE MEDIAN POLICY
(Rule 13) & REFORM
TIME LIMITS

Define & justify median
policy; align time limits

with global standards. /

Shift Malaysia from a framework of “guidance”
to comprehensive, binding law to ensure
fairness and protect the national tax base.
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STATEMENT OF FINDINGS

= LEGAL & PROCEDURAL ISSUES IN —
MALAYSIA'S TRANSFER PRICING FRAMEWORK

u @ ‘ LACK OF LEGAL FORCE

( :o INADEQUATE AUTHORITY

BURDEN OF PROOF UNCERTAINTY

PROCEDURAL GAPS
RIGID METHODOLOGY

INCONSISTENT PENALTIES

g STATUTE OF LIMITATION ISSUES

DOCUMENTATION STANDING

KEY OVERALL FINDING

Malaysia's transfer prcing framework exhibits

nine major legal and procedural weaknesses

relating to legislative authority, taxpayer rights,
procedural faimess, and alignment with
international best practices.

U Legal Gaps: Current guidelines lack
statutory force, causing significant
uncertainty and multi-billion ringgit
disputes.

U Benchmarking: UK and Australian
models highlight the need to explicitly
codify international standards into
domestic law.

0 Key Reform: The study proposes a new
Section 138D to grant the Director
General authority to issue legally binding
guidelines.

U Strategic Goal: These reforms seek to
protect the national tax base from
leakage while safeguarding fundamental
taxpayer rights.

€ Research Gap

U Limited comprehensive analysis of how
Malaysia’s transfer pricing framework
operatesin practice.

U Insufficient case law
uncertainty in key areas

U Gaps between legislation, guidelines and
OECD standards

U Need for clearer dispute resolution
mechanisms and greater alignment with
international best practices.

leading to

€ Contribution of Study

U Balancing Interests: The proposed reforms
aim to protect the national tax base while
maintaining a fair and predictable
environment for multinational enterprises
(MNEs).

U National Policy Alignment: The findings
directly support Malaysia’s fiscal objectives,
specifically the 12th Malaysia Plan’s revenue
expansion targets and the Shared Prosperity
Vision 2030’s focus on fiscal sustainability.

O Stakeholder Value: The research provides a
roadmap for policymakers, the IRBM, and
taxpayers to improve compliance and reduce
legal disputes through a more comprehensive
and binding legislative framework.

€ Future Direction

U Broader Empirical Analysis: Expand beyond
the two current case studies to include a
larger sample

U Direct Taxpayer Perspectives: Seek
methods to incorporate first-hand insights
from taxpayers.

U Case Law Development: Conduct further
research as the body of reported Special

Commissioners of Income Tax (SCIT)
decisions grows.
U International  Benchmarking: Maintain

continuous monitoring of evolving transfer
pricing practices in Australia and the United
Kingdom to stay aligned with international
best practices
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