Public Ruling Law
A)

Public Ruling is the interpretation of the Director General of Inland Revenue in respect of the particular tax law, and the policy and procedure that are to be applied. Advance Ruling is a written statement by the DGIR to a person giving an interpretation on how any provision of the Act applies to a proposed arrangement described in an application.

Both of them are not act. It is because it is just an interpretation of the law. And thus, it can be challenge. If both of the ruling had found out is unfavorable to the public, then the public can made appeal. Besides that, both of the rulings can be withdrawn. For public ruling, it can be withdrawn, either wholly or in part, by notice of withdrawal or by publication of a new ruling which is inconsistent with it. For the advance ruling, DGIR has the power to withdraw the ruling at ant time after it is issued. This may occur due to changes in the interpretation of the tax laws based on new differing decisions made by the Courts.

There also have some differences between them. Firstly, public ruling is issued to the public but the advance ruling is only issued to those who apply for it. It also means that public ruling is free for charge. But for advance ruling, it is need to be charge for the application of advance ruling. In order for the advance ruling to be issued , it is need to wait for at least 60 days or more. Unlike public ruling, it easy to have it. You can either get it from the MIRB or download from the MIRB website.

Beside that, public ruling is just providing guidance for the public and officers of the Inland Revenue Board. But advance ruling is more specific. Advance ruling is aim to ensure clarity and certainty of tax treatment and consistency in the application of the income tax law. This in turn will help to promote compliance and minimize disputes between the MIRB and taxpayers.

B)

With effect from 1 January 2007, the IRBM may issue advance ruling. But there still have some problems and challenges faced by the corporate taxpayers and the MIRB.

Firstly, the advance ruling will be issued within a stipulated time frame of sixty (60) days from the date a complete application is submitted. The applicant will be advised by the DGIR if any unusual delay is foreseen. The period of 60 days may be very long for some applicants. The applicants may have problem in deciding whether or not carry on the proposed arrangement. If they only can decide after the 60 days, the applicants may lose the business opportunity. It is because once the arrangement has been entered into or effected at the time of application or at any time before the advance ruling is issued, no advance ruling will be issued to the applicant.

Advance ruling is binding upon a person in relation to an arrangement and only for the period or year of assessment specified in the advance ruling. So, once the advance ruling is lapse, then it need to be apply again, pay the money again. It will waste the time and money of the applicants.

Beside that, once advance ruling has issued, it is considered final irrespective of whether it is advantageous to the person or not. No further correspondence will be entertained and it will not be subject to appeal. It is difficult for the applicants to follow the advance ruling if the advance ruling is unfavorable. It is because sometime it will causes losses to the applicants if they follow the unfavorable advance ruling.

Sometimes the MIRB will wrongly interpret the information given by the applicants. And thus, it will cause MIRB to issued the irrelevant advance ruling to the applicants. Then it will cause the applicants made wrong decisions since they have been given the wrong advance ruling.

C)

There are several ways to minimize the problems and challenges as discussed above. For the time frame problems, it may due to lack of tax expertises. If MIRB hired more tax expertises, then it may reduce the time frame of 60 days to shorter time. Beside that, MIRB should be more clearly defined what information should provided by the applicants when they apply the advance ruling. Then MIRB no need request for the information that the applicants had not provided. And thus, it will fasten the time of issuance of advance ruling.

Besides that, hire more tax expertises can reduce the changes of misinterpret the information given by the applicants. With more tax expertises, it allows them to discuss with each other, find out the error that made by the other and thus, can reduce the risk of giving the wrong advance ruling. This is will allowed the applicants has the lower risk to received the wrong advance ruling and thus, can made the correct decision.

Besides that, MIRB should extend the effective period of the advance ruling or change the period of advance ruling to unlimited period. So that can reduce the time wasting and money wasting of the applicants.

MIRB also should allow the applicants to appeal for the unfavorable advance ruling. MIRB should establish a series of guidelines to allow the applicants to follow. The guidelines must include how to made appeal on unfavorable advance ruling, how to deal with the proposed arrangement if there

is unfavorable advance ruling. Then it can help to minimize the losses of the applicants.
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