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2026 Budget Proposals ¢ em

Personal Tax

Profit distribution received from Limited Liability Partnership (“LLP”)

"‘.’“efe apnual profit. 0 tax on chargeable profit
distribution exceeding distribution
RM100,000 0

* Individual partners (resident and non-residents)

« Formula in determining the chargeable profit distribution:

éxC

B

A — Profit distribution received (deemed statutory business income of the partner)
B — Aggregate income of the partner
C — Chargeable income of the partner

» Effective YA 2026

© 2025 KPMG Tax Services Sdn. Bhd., a company incorporated under Malaysian law and a member firm of the KPMG global organization of Document Classification: KPMG Public (#)
independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.




2026 Budget Proposals ¢ L
Personal Tax

Personal relief on entrance fees to local tourist attractions and cultural and art programs

Relief of up to RM1,000 on

Accommodation at premises /
registered with the Commissioner

of Tourism (from 1 March 2020

until 31 December 2022) cu"ent

Entrance fees to tourist attractions

Relief of up to RM1,000

Be given for expenses on
entrance fee to:

(from 1 March 2020 until 31

December 2022) Pronosed Tourist attractions

Purchase of domestic tourism Cultural and art programmes
packages through licensed travel /

agents registered with the
Commissioner of Tourism (from 1
January 2021 until 31 December
2022)

For YA 2026
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2026 Budget Proposals A »

Personal Tax

Personal relief on environmental sustainability and home safety-related expenditure

O

Relief of up to RM2,500

* For the installation, rental, purchase . .
including hire-purchase of equipment + Food waste grinder machine for

or subscription fees for electric vehicle Proposed household use

charging facilities, for personal use, N L ,
from YA 2022 until YA 2027 Closed Circuit Television (“CCTV”)
for household use

Expansion of scope of relief

For the purchase and installation of:

* For the purchase of food waste Claim for relief is allowed once within

compost machine for household use, Gurrent the period of 2 YAs
which is allowable once within a

period of 3 years from YA 2025 to

2027 For YA 2026 and YA 2027
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2026 Budget Proposals A »

Personal Tax

Review of personal relief for childcare or kindergarten fees

o

Relief of up to RM2,000 (perpetual) and Relief of up to RM3,000 is made perpetual

RM1,000 (YA 2020 until YA 2027) is given on

fees paid for childcare at: Eligible premises expanded to cover:

« Childcare Centres (TASKA) registered with » Daily care centres or after-school transit
the Department of Social Welfare; or centres registered with Department of

_ _ _ Social Welfare
+ Kindergartens (TADIKA) registered with the

Ministry of Education MalaySia Age limit: up to 12 years old
Age limit: up to 6 years old

From YA 2026
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2026 Budget Proposals /I

Personal Tax

Personal relief for children with learning disabilities

/

Relief of up to RM6,000 (part of
medical expenses of RM10,000)

On expenditure for a child aged 18
years and below with learning
disabilities:

Increase in the relief limit

- Assessment and diagnosis ProDoseu To RM10,000
« Early intervention programme or
rehabilitation treatment / [ From YA 2026
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2026 Budget Proposals Na

Personal Tax

Personal relief for insurance premiums

Current

Proposed

Life insurance premiums or takaful contributions Life insurance premiums or takaful contributions

«  For self or husband / wife * Be expanded to include children

* Up to RM3,000 Eligibility criteria for insured children for the
purpose of claiming relief on life insurance
Education and medical insurance premiums premiums / takaful contributions, education and
medical insurance premiums

* For self, husband / wife or children Aged below 18 and unmarried

« Up to RM4,000

Aged 18 and above, unmarried and pursuing
tertiary education

No age limit for unmarried disabled children

From YA 2026
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2026 Budget Proposals A »

Personal Tax

Personal relief on vaccination expenditure

O

Expenses for self, spouses
and children

Expansion of scope

« To cover all vaccines registered and
approved for use by the National

Pharmaceutical Regulatory Agency,
Pmpﬂsed Ministry oquIeaIth ’

From YA 2026

Relief of up to RM1,000 for vaccination
expenses as listed:

*  Pneumococcal

* Human papillomavirus (HPV)

¢ Influenza current

* Rotavirus

« Varicella
* Meningococcal

«  TDAP combination (tetanus-
diphtheria-acellular-pertussis)

- COVID-19

O
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Gorporate Tax
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2026 Budget Proposals A »

Corporate Tax

Capital gains tax (“CGT”) — definition of disposal

O

“Disposal” means to:
«  Sell

+  Convey « Conversion
* Transfer Proposed *  Winding up
* Assign * Dissolution
« Settle

* Alienate Gurrent

by agreement or by force of law and
includes:

To clarify “disposal” includes

* Redemption

«  Other circumstances resulting in
the cessation of share ownership

From 1 January 2026

* Reduction of share capital

* Purchase by a company of its own
shares

O

« Transfer of capital asset to trading
stock (deemed disposal)
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2026 Budget Proposals V4 ™S

Corporate Tax

CGT - determination of the date of completion of a disposal of capital asset

Current Proposed

Where there is no written agreement, a The date of completion of the disposal of the capital asset is refined to
disposal of a capital asset is deemed to take mean:
place on the date of completion of the

disposal of the capital asset. In the case of a winding up or In the case of capital reduction,
dissolution of a company share conversion / redemption,
The earlier of: or other similar transactions

The date of completion of the disposal of the _ _
capital asset means the earlier of: - The date on which the The earlier of:

«  The date on which the ownership of the shareholder’s (disposer’s) * The date on which share
capital asset disposed of is transferred; or rights are extinguished; or ownership ends; or
The date on which the whole of the The date the consideration The date the consideration

amount or value of the consideration has is received is received
been received.

From 1 January 2026
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2026 Budget Proposals d o

Corporate Tax

CGT - clarifying the tax treatment on disposal by nominees

CGT is imposed on beneficial owner when the nominee disposes of capital assets

« Beneficial owner will be the one who is responsible for filing of CGT return

N /—\ i Disposal of

benefit 4 capital assets

Q

Company XYZ Sdn Bhd Individual A Unlisted shares
(beneficial owner) (nominee) (capital asset)
1 Appoints 2 Registers

From 1 January 2026 ]
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2026 Budget Proposals A »

Corporate Tax

Special tax deduction on renovation expenditure

Proposed

Generally, expenditure incurred for renovation
is capital in nature and thus not eligible for tax
deduction.

Renovation and conversion of commercial
buildings into residential premises

Special tax deduction of 10% of qualifying
expenditure incurred, subject to a maximum

Special tax deduction was previously given on limit of RM10 million.

qualifying costs of renovation and
refurbishment of business premise incurred
from 1 March 2020 until 31 December 2022,
and used for business purpose, capped at
RM300,000 for a YA.

Upgrade and refurbish tourism business
premises

Special tax deduction of up to RM500,000 on
qualifying expenditure incurred from 11 October
2025 until 31 December 2027 by tourism project
operators, registered with the Ministry of
Tourism, Arts and Culture.
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2026 Budget Proposals A »

Corporate Tax

Review of foreign source income (“FSI”’) exemption

FSI exemption ‘ Exemption period Proposal

» Be expanded to co-operatives and

Foreign dividend income received in Malaysia trust bodies
0 * by companies, LLPs, and partnerships 01.01.2022-31.12.2026 Be extended for 4 years (from
01.01.2027 until 31.12.2030)
FRElg SeiEs Insamie REeies I WEEysE 01.01.2022 —31.12.2036  N/A
* by individual (excluding partnership businesses)
Gains from the disposal of foreign capital asset Be extended for 4 years (from
received in Malaysia 01.01.2024 — 31.12.2026  01.01.2027 until 31.12.2030)

« by companies, LLPs, co-operatives and trust bodies

All sources of foreign income received in Malaysia 3 Be extended for 4 years (from
* by qualifying unit trusts IO 2202 = Sl At 01.01.2027 until 31.12.2030)




2026 Budget Proposals ¢ emm

Corporate Tax

Accelerated capital allowance (“ACA”) for speed limitation device
for heavy vehicles

Initial allowance (“lA”) Annual allowance (“AA”)

20%  80%

*  Up to RM4,000 per unit

* On expenditure for purchase of speed limitation device for retrofit installation on
motor vehicles manufactured before 1 January 2015 for the following categories:

- Goods vehicles with gross vehicle weight > 3,500kg
- Passenger vehicles with gross vehicle weight > 5,000kg and > 8 passengers
« Verified by Verification Body certified by Road Transport Department

* Not eligible for speed limitation device replacement

For installation carried out from 1 January 2026 until 31 December 2026
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2026 Budget Proposals A -

Corporate Tax

ACA for qualifying capital expenditure

O ACA (IA: 20% and AA: 40%)

be given on

« Locally manufactured heavy
machinery

Asset ‘ CA rate

Motor vehicle, IA: 20% * Plant and general machinery

heavy machinery AA: 20% Proposed r;an:facwr:?(;:-ca"y- -
- Purchase o equipment an

Plant and general I1A: 20% computer software package
machinery AA: 14% « Consultation fees, computer
current software licensing

. o
Others A’:ﬁ%ﬁ;

' ° For capital expenditure incurred
- . - Ve 6 from 11 October 2025 until 31

gLl gtz En o A7 December 2026

computer software AA: 20%

O
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2026 Budget Proposals V4 =

Corporate Tax

Additional tax deduction on Artificial Intelligence (“Al”) training

Single tax deduction / Additional 50% tax deduction

Is given on expenses incurred for On expenses incurred for Al
employee training and contributions cu"ent training accredited by MyMahir
to HRDF National Al Council for Industry
(“NAICI”), including company
that contributes to HRDF

Incurred by the micro, small and
medium enterprises (“MSMES”)

Further tax deduction

Proposed

Is given on expenses incurred for
approved training programmes in
manufacturing and non- / Deduction allowed once in
manufacturing activities including 2 years

the hotel and tourism (except

companies that contribute to

HRDF)

For applications received by Talentcorp from

1 January 2026 until 31 December 2027
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2026 Budget Proposals /I

Corporate Tax

Double deduction for sponsorship of scholarships to students

- Student who is a Malaysian and resident in Malaysia * Revision of scope of study:
* Pursuing full-time course of study: - Technical and vocational certificate
- at technical and vocational certificate levels in an - Diploma or bachelor’s degree
institution

- Qualified professional certification courses

- atdiploma, bachelor’s degree, master’s degree or - Increase the monthly income of parents or guardians
doctor of philosophy levels in a higher education to not exceeding RM15,000
institution ,

_ « Extension of incentive period for 5 years
«  Who has no source of income

«  Whose parents or guardians have total monthly
income not exceeding RM10,000

- Executed scholarship agreement on or after 1
January 2022 but not later than 31 December 2025

From YA 2026 until YA 2030

EHEE 22



Corporate Tax

Miscellaneous

Tax deduction for company invests in a
subsidiary company which commercializes
the findings of non resourced based R&D by
public research institutions, public or private
higher education institutions

« Extended for 5 years (YA 2026 to YA
2030)

Further tax deduction for employer hiring ex-
convicts

Expanded to cover prisoners released on
licence and drug / substance dependants and
misusers undergoing treatment and
rehabilitation

Extended for 5 years (YA 2026 to YA 2030)

Double tax deduction on expenses incurred by companies sponsoring training for persons with
disabilities (non-employee) registered with the Ministry of Women, Family and Community
Development (“KPWKM”)

*  Expanded to include sponsorship of care workers (non-employee) to undergo training

programmes in institutions recognised by KPWKM

«  For YA 2026 and YA 2027

KPMG
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2026 Budget Proposals V4™

Further tax deduction for employers
hiring senior citizens aged 60 years old
and above

«  Extended for 5 years (YA 2026 to YA
2030)

Organisations approved under Section
44(6) may utilised part of income
received to carry out sports activities
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StampDuty
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2026 Budget Proposals /I »

StampDuty

Stamp duty exemption on employment contract

/

Wage threshold for stamp
duty exemption

on employment contract is
RM300 per month

Wage threshold for stamp duty
PrODOSB[I exemption

on employment contract is
/ increased to RM3,000 per month

For employment contract
executed from 1 January
2026




StampDuty

Stamp duty on property ownership by non-citizen

4% flat stamp duty rate

On transfer of residential
property to:

= a foreign company

= a person who is not a citizen
and not a permanent resident

/

Proposed

2026 Budget Proposals /I

8% flat stamp duty rate

On transfer of residential property
to:

= a foreign company

= a person who is not a citizen
and not a permanent resident

For instrument of transfer of
residential property executed rom
1 January 2026
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2026 Budget Proposals Na

StampDuty

Stamp duty exemption on insurance policies or takaful certificates

Current Proposed

Insurance policy or takaful certificate to qualifying
products:

Extension of exemption period

« To MSMEs with an annual premium or * For3years

contribution not exceeding RM250

To individuals with an annual premium or
contribution not exceeding RM150

Issued on or after 1 January 2022 but no later
than 31 December 2025

Insurance policy or takaful certificate for
Perlindungan Tenang Products:

For policies issued from 1 January 2026

* Issued on or after 1 January 2019 but no later _
until 31 December 2028

than 31 December 2025
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2026 Budget Proposals A »

StampDuty

Stamp duty exemption for first home ownership

O

100% stamp duty exemption Extension of exemption period

On the instrument of transfer and loan *  For 2 years

agreement executed for the purchase of

a first residential property Proposed

* By a Malaysian citizen

For instruments executed from 1
January 2026 until 31 December

« Value of such property does not 2027

exceed RM500,000

* Instrument executed on or after 1 current

January 2021 but not later than 31
December 2025

O
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2026 Budget Proposals /I

StampDuty

Stamp duty exemption on contract note for the sale and purchase transaction of
exchange-traded fund (“ETF”)

/

100% stamp duty exemption

on contract note executed on or
after 1 January 2018 but not
later than 31 December 2025

Extension of exemption

Proposed period

* For 3 years

For ETF transactions from 1
January 2026 until 31
December 2028




StampDuty

Stamp duty exemption on contract note for buy-side transaction of structured warrant

Stamp duty at the rate of 0.1%

Capped at RM200 on each
contract note

100% stamp duty exemption
was previously given on
contract note for structured
warrant executed on or after 1
January 2018 but not later than
31 December 2020

/

Proposed -

2026 Budget Proposals /I

For 3 years

100% stamp duty exemption

-~

For buy-side structured
warrant transactions
executed from 1 January
2026 until 31 December
2028




2026 Budget Proposals / L

StampDuty

Stamp duty on exchange of real properties

O

Duty is payable by the parties

involved in equal share
Duty shall be payable by each

transferee in accordance with
the value of the real property
acquired

From 1 January 2026

Proposed

O
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stamp Duty
0t

Due date for payment of
stamp duty under self-
assessment system

Current:

On the day the assessment is
deemed (i.e. return is filed)

Proposed:

KPMG

Within 30 days from the date the
assessment is deemed

02

Final assessment under self-
assessment system

Current:

No clear provision providing that an
assessment raised under the self-
assessment system becomes final and
conclusive

Proposed:

Assessment raised under the self-
assessment system is treated as final
and conclusive

2026 Budget Proposals ¢ &m»

03

Refund for relief of error
and mistake declared in the
return

Current:

* Not provided

Proposed:

» Allowing refund to be made for
overpayment of duty

From 1 January 2026
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StampDuty

Penalty provisions

Registration of instruments of
transfer of debentures or
shares (executed abroad)
which is not duly stamped

Current:

* Fine not exceeding RM250

Proposed:

* Fine not less than RM1,000 and not
exceeding RM10,000

| Section 4A(3)

Failure to pay the compound
duty collected by authorized
persons to the Collector within
the prescribed period

Current:

» Penalty of RM200 or 10% of the
amount due, whichever is higher

Proposed:

* Penalty of RM500 or 20% of the
amount due, whichever is higher

Section 9(3)

2026 Budget Proposals /l

Failure to disclose all facts
and circumstances in an
instrument duly executed
with intent to evade duty

Current:
* Fine not exceeding RM2,500

Proposed:

* Fine not less than RM2,500 and
not exceeding RM50,000

Section 61

From 1 January 2026




StampDuty

Penalty provisions (cont’d)

Failure to execute and transmit
contract note

Current:
* Fine not exceeding RM1,500

Proposed:

* Fine not less than RM1,000 and not
exceeding RM10,000

Section 64

Offences relating to stamp
certificates, such as selling or

falsifying stamp certificates etc.

Current:
* Fine not exceeding RM5,000

Proposed:

* Fine not less than RM2,500 and not
exceeding RM50,000

Section 72A

L

2026 Budget Proposals /l

Executing and signing any
instruments that have not been
duly stamped (with intent to
evade payment or without
lawful excuse)

Current:

* Fine not exceeding RM1,500

Proposed:

* Fine not less than RM1,000 and
not exceeding RM10,000

Section 63(1)

From 1 January 2026

—



2026 Budget Proposals A »

StampDuty

Remission of penalty for incorrect returns or incomplete information under Section 72D of the
Stamp Act 1949

O

Prosecution:

* Fine not less than RM1,000 and not
exceeding RM10,000; and

* A special penalty equal to the Proposed

amount of duty which has been
undercharged From 1 January 2026 until 31

No prosecution: current December 2026

* Penalty equal to the amount of duty
which has been undercharged

Penalty under Section 72D
will be remitted

O
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Real Property Gains
Tax ("RPGT")
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2026 Budget Proposals A »

RPGT

Treatment of loss for disposal of chargeable assets

O

No time limit to utilize allowable
losses

Time limit to carry forward
unabsorbed allowable losses

* An allowable loss is allowed to set « 10 YAs

off against chargeable gains in the

subsequent disposal of chargeable Proﬂosed
assets in the same YA in which the
disposal occurs

Transitional period

« Unabsorbed allowable losses for
YA 2025 and prior YAs can be
carried forward until YA 2035

* Unabsorbed allowable loss can be
carried forward and set off against
chargeable gains from the disposal
of chargeable assets in subsequent
YAs

Current

From YA 2026

O
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2026 Budget Proposals /I »

RPGT

Retention sum by the acquirer

/ Lower of

« The whole of the money; or

3% /5% /7% (as the case
may be) of the total value of
the consideration

Proposeu - Amount of tax deemed

assessed

Lower of
« The whole of the money; or

* 3% /5% /7% (as the case may be)
of the total value of the
consideration

/ From 1 January 2026




2026 Budget Proposals /I »

RPGT

Penalty for failure to produce documents upon notice is served

/ New penalty provision
« Penalty of not less than
RM2,000;

No specific provision to address
* Imprisonment for a term not

exceeding 1 year; or

Proposed * Both

/ From 1 January 2026

The failure to furnish return,
document, or information from the
date where the notice is served




2026 Budget Proposals A »

* Application for relief to the Special

«  Submission of an amended return shall Commissiongr of Income_ Tax shall be
be made by way of electronic medium or submitted using a prescribed form

electronic transmission « From 1 January 2026

* From 1 January 2026

Miscellaneous

« Balance of tax payable under
deemed assessment may be
paid by instalments with the

approval of the Director
General of Inland Revenue

* Authorisation to allow the nominees,
tax agents and lawyers to furnish
returns on behalf, is to be made
electronically

* From 1 January 2026
* From 1 January 2027

« Director General of Inland Revenue is authorised to
revoke an agent’s appointment

* From 1 January 2026
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Incentives
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TaxIncentives

Tax deduction for listing on Bursa Malaysia

O

2026 Budget Proposals / L

Deduction on listing expenditure on
the Main Market, ACE Market or LEAP
Market

Expansion of qualifying company

« MSMEs in energy and utilities
sectors

By qualifying technology-based Proposed

company
Limited to RM1.5 million

YA 2023 until YA 2025 for Main
Market

YA 2020 until YA 2025 for ACE
Market or LEAP Market

Extension of incentive period
« For5years

From YA 2026 until YA 2030

O
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TaxIncentives

Income tax exemption for promoting and organizing conferences

100% income tax exemption on statutory income from
organizing conferences held in Malaysia

« Provided that the total number of foreign
participants is at least 500 pax in a YA

* From YA 1997: for conference promoter

* From YA 2020 until YA 2025: for entity other than
conference promoter

100% income tax exemption on statutory income from
organizing international trade exhibition held in
Malaysia

« Provided that the verified total number of foreign
trade visitors is at least 500 pax in a YA

*  From YA 2002

© 2025 KPMG Tax Services Sdn. Bhd., a company incorporated under Malaysian law and a member firm of the KPMG global organization of
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2026 Budget Proposals A »

Proposed

100% income tax exemption on statutory
income from organizing incentive events,
convention and exhibition at international
level

* For organiser verified by Ministry of
Tourism, Arts and Culture

* Provided that the total number of
foreign participants in a YA is at least:

— Incentive trip: 1500 pax
— Conference: 2000 pax
— Trade exhibition: 3000 pax

For YA 2026 and YA 2027
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2026 Budget Proposals /I

TaxIncentives

Income tax exemption for organising arts, cultural, sports and recreational events of international
standard

50% income tax exemption Expansion of qualifying activities

From YA 2020 until YA 2025 on / * To include tourism activities
statutory income derived from approved by Ministry of Tourism,
organizing: Arts and Culture (excluding

- Arts or cultural activities concert performances)

approved by Ministry of
Tourism, Arts and Culture (at

* Venue for arts, cultural and
tourism activities can be at any

the stated location in Malaysia) Prﬂﬂﬂse[l location in Malaysia approved by
- Sports or recreational ?:/Ilrlltlstry of Tourism, Arts and
ulture

competitions of international /
standard in Malaysia approved

by Minister of Youth and Sports Extension of incentive period

* For 2 years

For YA 2026 and YA 2027




TaxIncentives

Tax incentive for automation of agriculture sector

O

Tax incentive for automation

of agriculture sector

« ACA of 100% on the first RM10

million of the qualifying capital

expenditure and 100% income tax

exemption on the same capital
expenditure

« The eligible activities are planting,

livestock farming, apiculture,

aquaculture, and capture fisheries

activities

*  Application received by the

Ministry of Agriculture and Food
Security (“KPKM”) from 1 January

2023 until 31 December 2027
(pending gazette order)

© 2025 KPMG Tax Services Sdn. Bhd., a company incorporated under Malaysian law and a member firm of the KPMG global organization
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Current

Proposed

d.

of

2026 Budget Proposals A »

Expansion of eligible
activities

To include chicken rearing
in the closed-house system

For application received by
KPKM from 1 January 2026 until
31 December 2027

O
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TaxIncentives

Income tax exemption for social enterprises

100% income tax exemption /

On all income of social enterprises
accredited by the Ministry of

Entrepreneur Development and Gu"ent
Cooperatives

Extension of application
Up to 3 consecutives YAs Proposeu period

Applications received by the MOF For 3 years
from 1 January 2022 until 31
December 2025 /

For applications received by the MOF from

1 January 2026 until 31 December 2028

m © 2025 KPMG Tax Services Sdn. Bhd., a company incorporated under Malaysian law and a member firm of the KPMG global organization of
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2026 Budget Proposals /I

TaxIncentives

Income tax exemption for companies undertaking food production projects

100% income_ tax exemption 100% income tax exemption on
on statutory income income from sales in domestic
* New project: exemption given / market

for 10 YAs * New project: exemption given for

- Expansion project: exemption 10 YAs
given for 5 YAs * Expansion project: exemption
- Application received by the given for 5 YAs

Ministry of Agriculture and PI’OI]OSB[I

Food Security Malaysia

(“MAFS”) are extended from 1 / For application received by
January 2023 until 31 MAFS from 1 January 2026 until
December 2025 (pending 31 December 2030

gazette order)




PS

2026 Budget Proposals ¢ emm

TaxIncentives

Green investment tax allowance (“GITA”) for own consumption

Qualifying assets Incentive Incentive period
Tier 1: 0
+ List of qualifying assets approved by the MOF 100./0 GITA offset
against 70% of statutory . .
» Battery Energy Storage System . Qualifying capital
o income . .
» Green building expenditures incurred
from 1 Jan 2024 to 31
Tier 2: December 2026 (pending

60% GITA offset against

+ List of qualifying assets approved by the MOF 70%of Statitony income

* Renewable Energy System
» Energy efficiency

gazette order)

100% of GITA to companies utilizing green technology products within the local
manufacturing supply chain certified by the MyHIJAU Mark

© 2025 KPMG Tax Services Sdn. Bhd., a company incorporated under Malaysian law and a member firm of the KPMG global organization of Document Classification: KPMG Public (#)
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2026 Budget Proposals /I »

TaxIncentives

* Income tax deductions for contributions to approved
anti-corruption education programmes organized by
Civil Society Organisations under Section 44(11C),
limited to 10% of aggregate income

» For application received by the MOF from 1 January
2026 until 31 December 2028

* Private hospitals are allowed to
establish Private Hospital

Welfare Funds managed by companies
limited by guarantee (“CLBG”) [which is
expanded to company limited by shares
(“CLBS”)] under Section 44(6)

« Contributors to the fund are eligible for
tax deductions

* Public university teaching hospitals are
allowed to establish endowment funds

« Cash contributions to endowment funds
are eligible for tax deductions under
Section 44(11D)

« Effective from YA 2026

Miscellaneous

Income tax deductions for companies and
individuals with business income who contribute

to programs below: Income tax deductions for cash contributions

made by individuals and corporate entities to
the Trust Account of the Department of
Museums Malaysia

*  The Kampung Angkat
+ Sekolah Angkat MADANI
« Sejahtera MADANI



2026 Budget Proposals A -

Indirect Tax

Introduction of Carbon Tax

In 2025 Budget

Carbon Tax to be introduced on the iron and steel industry as well as energy industry by
2026.

In 2026 Budget

Implementation mechanism to align with the National Carbon Market Policy and the
upcoming National Climate Change Bill.

Guidelines required

On scope, rate and collection mechanism.
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Alministrative
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2026 Budget Proposals A -

Administrative

Mandatory submission of the required information and documents
through Malaysian Income Tax Reporting System (MITRS)

( Effective YA 2025 (current year basis for Labuan entities) \
* Aperson who has furnished return under Section 77 or 77A of the Income Tax Act 1967

- Remark: implemented in stages, starting with taxpayers filing Form C and Form PT

* Aperson who furnished a return of profits under Section 5 or 10 of the Labuan
Business Activity Tax Act 1990

+ Submission to be done within 30 days after the filing due date of the tax return / return of
profits for a YA

o _/

4 )
In 2026 Budget

The MITRS submission requirement is proposed to be extended to taxpayer under the
category of partnership (who files return under Section 86 of the Income Tax Act 1967),
effective from YA 2027

- /
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2026 Budget Proposals A »

Administrative

Restructuring of instalments for the tax estimate

Instalment payment schedule
for tax estimate for YA 2028
onwards:

O

« Commence in the first month of
the basis period and ends in the
twelfth month of the basis period

Proposed in the same YA

Transitional period for YA 2027:

. fLaS’t instalm?nt payment: due i‘n the «  Commence in the second month of
irst month of the basis period for the basis period and ends in the
the following YA Gurrent twelfth mopnth of the basis period in

the same YA (i.e. 11 instalments)

Instalment payment schedule
for tax estimate for a YA:

« First instalment payment: due in the
second month of the basis period

From YA 2028

O
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Restructuring of tax instaiment

Current

Proposed

First tax
instalment
15 February
® O
1January

2026 Budget Proposals /l

Last tax
instalment
15 January of the
following year
® O
31December

The first instalment payment will be moved forward to the first month of the tax basis

period.

Instalment payments will end within the same Year of Assessment (“YA”).

Transitional provision for YA 2027: Tax instalment payments for YA 2027 will start
in the second month and be completed within the YA (i.e. less one month)

Effective YA 2028



2026 Budget Proposals /I »

Administrative

Set off of excess payment

/

Any amount of excess tax
payments may be utilised for
set off against amount of tax
which is due and payable
under:

Extension of the scope to:
« The Stamp Act 1949

* The Labuan Business Activity Tax
Act 1990

* The Income Tax Act 1967
*  The Petroleum (Income Tax) Act 1967
* The Real Property Gains Tax Act 1976 /

Proposed

[ From 1 January 2026




Administrative ot A

Appointment of employee in a partnership to furnish prescribed form

/

The principal partner in a
partnership is not allowed to
appoint employees as
representatives to furnish
prescribed forms on behalf of
the partnership

The principal partner is
authorized to appoint employees
to furnish prescribed forms on
behalf of the partnership

Remark: currently such PTUDUSBU

authorization is only provided to [ From 1 January 2026
companies and bodies of persons /




-
2026 Budget Proposals V4=

Administrative

Authorisation for tax agents and employees to file any prescribed form electronically
(under the Income Tax Act 1967 and Petroleum (Income Tax) Act 1967)

/

Authorisation in
writing through Form Current
CP55

Authorisation shall be
made electronically

From 1 January 2027

Proposed

/
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KPMG

Some or all of the services described herein may not be permissible for KPMG audit clients and
their affiliates or related entities.

in f© X

kpmg.com.my/TaxBusinessSummit

The information contained herein is of a general nature and is not intended to address the circumstances of any particular
individual or entity. Although we endeavor to provide accurate and timely information, there can be no guarantee that such
information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on
such information without appropriate professional advice after a thorough examination of the particular situation.

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global
organization.

© 2025 KPMG Tax Services Sdn. Bhd., a company incorporated under Malaysian law and a member firm of the KPMG global
organization of independent member firms affiliated with KPMG International Limited, a private English company limited by
guarantee. All rights reserved.
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