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SECURITIES COMMISSION OUTLINES CONDITIONS FOR SINGLE
FAMILY OFFICE INCENTIVE SCHEME

24 September 2024

Three days after Malaysia’s Finance Minister Il announced the tax incentives for the Forest City Special
Financial Zone (“FCSFZ”) on 20 September 2024, the Securities Commission Malaysia (“SC”) issued a media
release outlining the conditions for the Single Family Office incentive scheme (“SFO Scheme”), which is one
of the incentives for the FCSFZ.?

As announced by the Finance Minister Il on 20 September 2024, the SFO Scheme which provides a 0%
concessionary tax rate on income generated by eligible investments from the Single Family Office Vehicle
(“SFOV") is to be coordinated by the SC.

Overview
An SFOV is a corporate vehicle, wholly owned or controlled by members of a single wealthy family, created
to exclusively manage the assets, investments and long-term interests of that family. The SFO may also

represent multiple generations and branches of the family.

To be eligible for the tax incentive under the SFO Scheme, the assets and investments of the SFOV must be
managed by a management company (“SFO2”) which is a related company of SFOV.

! Our alert on the tax incentives for the FCSFZ can be read here.
2The SC's media release on the SFO Scheme can be accessed here. Simultaneously with the issue of the media release, the SC also issued
a set of Frequently Asked Questions on the SFO Scheme which can be accessed here.



https://www.skrine.com/insights/alerts/september-2024/government-announces-tax-incentives-for-forest-cit
https://www.sc.com.my/resources/media/media-release/sc-outlines-family-office-incentive-scheme
https://www.sc.com.my/api/documentms/download.ashx?id=f327fb87-91eb-4947-8ef4-786226d2e3e6
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The relationship of the parties mentioned above is depicted in the diagram?® below:
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Conditions for tax incentive

The following conditions must be fulfilled in order to qualify for the 0% tax incentive:

1. Location: Establish and operate a registered office in Pulau 1 of the FCSFZ.

2. Duration: 20 years, covering the initial period of 10 years and additional/subsequent 10 years.

3. To qualify for the Initial Period (10 years):

a) The SFOV must be a new investment holding company incorporated in Malaysia and seek
pre-registration with the SC on its eligibility for the tax incentives;

b) The SFO2 must be a related company of SFOV and is to be set up and operate out of Pulau 1
of the FCSFZ with at least one investment professional with a minimum monthly salary of
RM10,000;

c) The SFOV must hold assets under management (“AUM") of at least RM30 million and meet
the minimum local investment in eligible and promoted investments of at least 10% of the
AUM or RM10 million, whichever is lower;

d) The SFOV must incur a minimum operating expenditure (“OPEX") of RM500,000 per annum
locally; and

e) Employ at least two full-time employees of whom at least one is an investment professional,
with a minimum monthly salary of RM10,000.

® Diagram adapted from SC’s Frequently Asked Questions on the SFO Scheme.
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4. To qualify for the Additional Period (additional 10 years):

a) The SFO must hold AUM of at least RM50 million and meet the minimum local investment in
eligible and promoted investments of at least 10% of the AUM or RM10 million, whichever is
higher;

b) The SFOV must incur a minimum OPEX of RM650,000 per annum locally; and
c) Employ a minimum of four full-time employees.

Licensing requirement

As a general rule, a company that manages assets which include capital market products for other persons
or entities would require a fund management licence under section 58 of the Capital Markets and Services
Act 2007 (“CMSA"). However, the SFO2 may be exempted from this requirement under paragraph 7 of
Schedule 3 of the CMSA if the SFO2 can demonstrate that its fund management services are provided
solely for the benefit of the SFOV, which is its related corporation.*

Role of the SC

An SFOV may apply to the SC for certification of compliance with the relevant requirements for the
purposes of the tax incentives under the SFO Scheme.

The SC is currently working with the relevant stakeholders to operationalise the SFO Scheme by the first
quarter of 2025.

According to the SC's media release, interested SFOVs may seek pre-registration with the SC to confirm
their respective eligibility for the tax incentives under the SFO Scheme.

Comments

The economic benefit that may accrue to Malaysia from the SFO Scheme could be significant. According to
the SC Chairman, Dato’ Mohammad Faiz Azmi, “The projected economic multiplier of this initiative from the
local substance requirements is estimated to range from RM3.9 billion to RM10.7 billion, which also includes the
positive effects on creation of skilled employment and the demand for other ancillary services.”

Two important points in the SC's media release require clarification in respect of the SFO Scheme. First,
what are the “eligible investments” whose income will qualify for the tax incentive; and second, what are the
“eligible and promoted investments” that qualify as local investment. It is likely that these issues will be
clarified in the relevant tax exemption order to be issued in due course.
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* Notwithstanding the exemption, the SC may still impose terms and conditions on the SFO pursuant to section 58 of the CMSA.
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Welcome to Skrine, where legal excellence meets unwavering dedication.
We are a homegrown Malaysian firm known locally and internationally as
a beacon of trust and proficiency in the ever-evolving landscape of
jurisprudence. Founded on the principles of wisdom, fortitude and
ingenuity over 60 years ago, we navigate the complexities of the law
with precision and insight.

Through our wide range of practice groups managed by lawyers with
extensive experience, we work with our clients to achieve the results they
aspire towards. While keeping pace with rapid development on all fronts,
Skrine has remained steadfast in its commitment to champion the cause
of its clients with diligence, skill, and a relentless pursuit of justice.

OUR APPROACH

While fostering a one-to-one lawyer-client relationship is of significant
importance, in instances where cases do not fit neatly into one area of
law, we take advantage of the various internal practice groups and
combine the skills of our lawyers to ensure that all relevant legal issues
are addressed.

ONE-STOP CENTRE WITH DEDICATED FOREIGN DESKS

We are a one-stop centre for all your legal needs to help you set up in
Malaysia and hit the ground running. Beyond our borders, we understand
the significance of dedicated foreign desks and currently serve five major
markets including China, Turkiye, Korean, Indian (South Asia) and
Europe. A key benefit is the seamless and efficient delivery of our
services to multilingual nations where our lawyers are proficient in
Mandarin, Turkish, Hindi and Korean, while many within the Firm are
proficient in Cantonese and Tamil.

VALUE ADDED SERVICES

We recognise that from the perspective of our clients, the day-to-day
management of internal legal matters does not stop at specific cases that
require external legal counsel or representation. We therefore offer a
number of value-added services to keep abreast with updates in the law
and ensure internal compliance. This includes our e-alerts, newsletters,
in-house trainings, workshops and seminars on industry-related legal
topics.

FIRM AWARDS
As a testament to the high standards we uphold, Skrine has garnered
some of the top local and international awards for both legal firms and
individual lawyers (a full list can be viewed at our website). We are honoured
to have received the following:
» Chambers Asia-Pacific Leading Firm Year 2024
» Legal 500 Asia Pacific: Top Tier Firm Year 2024
o Chambers Asia-Pacific and Greater China Region Awards 2024:
Malaysia Law Firm of the Year
« asialaw: Malaysia Law Firm of the Year 2023
« Global Arbitration Review (GAR): Ranked in Top 100 International
Arbitration Practice 2012-2023
o IFLR 1000 2019-2022: Tier 1 Firm for Corporate/Mergers &
Acquisitions, Energy, Infrastructure and Oil & Gas
» Asian Legal Business: Regional Litigation Law Firm of the Year 2022




