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Income Tax

The relevant authorities have issued the following:

MIRB’s updated FAQs on special deduction for renovation and
refurbishment cost of business premises

The MIRB has updated the above FAQs with
some notable changes as follows:

° Examples of type of costs not eligible for
special deduction include roofing, curtains,
and electrical power stations located
outside of the company’s business premise.

° A deduction can be claimed on the
qualifying costs as and when the renovation
and refurbishment work has been
performed within the eligibility period, i.e.
within the period from 1 March 2020 to 31
December 2022. The timing of completion
is irrelevant in determining the eligibility of
the claim.

° In the case of a multi-storey building where renovation and refurbishment costs are incurred by
both the landlord and tenant, the special deduction can be claimed based on floor area.

The FAQs are only available in the Malay Language.

Source for the FAQs: Official portal of MIRB

MIRB’s updated FAQs on Section 107D WHT deducted by companies on
payments made to resident individual ADDs

The MIRB has updated its response in the FAQs to clarify that, where a credit note is in substance a
monetary commission payment arising from sales, transactions or schemes carried out by the ADDs, the
said amount would be subject to Section 107D WHT.

The FAQs are only available in the Malay Language.

Source for the FAQs: Official portal of MIRB

MIRB’s prescribed forms for submitting and remitting WHT of small value on
recurring transactions

Subsequent to the MIRB’s media statement on 27 September 2022 (KPMG’s October monthly tax
development refers), the MIRB has released the prescribed forms to cater for taxpayers to submit and
remit WHT of small value on recurring transactions on semi-annual basis.



https://www.hasil.gov.my/media/wqrjvgcg/soalan-lazim-potongan-cukai-bagi-kos-rr-premis-perniagaan-31102022.pdf
https://www.hasil.gov.my/
https://www.hasil.gov.my/media/ojbdi1dx/soalan_lazim_seksyen_107d_acp_1967.pdf
https://www.hasil.gov.my/
https://www.hasil.gov.my/media/azpnj0g3/20220927-kenyataan-media-hasil-penangguhan-pengemukaan-borang-dan-bayaran-cukai-pegangan-bernilai-kecil.pdf
https://home.kpmg/my/en/home/insights/2022/10/tax-developments.html
https://home.kpmg/my/en/home/insights/2022/10/tax-developments.html
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At one glance — Which forms to use?

WHT payment No concession Under concession

Section 109 — WHT on royalty Form CP37 Pin 3/2014 Form CP37S 1/2022
and interest to a non-resident
person

Section 109B — WHT on special Form CP37D Pin 3/2014 Form CP37DS 1/2022
classes of income in accordance
with Section 4A of the ITA

Source for the prescribed forms: Official portal of MIRB

MIRB’s guideline on tax treatment for dormant Labuan entities

The above guideline clarifies the situation where Labuan entities with dormant status (as prescribed)
need to fulfill the substantive requirements. The treatment is similar to that announced in the Labuan
Investment Committee’s Pronouncements 1-2019 and 2-2019.

The guideline is effective from YA 2020 onwards.

Source for the guideline: Official portal of MIRB

Incentives for approved food production projects

The incentives for approved food production
projects have been enhanced.

Income tax exemption

The existing Income Tax (Exemption) (No. 6) Order
2020 (“2020 Order”) provides exemption to a
qualified resident person on the:

e Statutory income in relation to a new food
production project for 10 consecutive YAs; or

e Statutory income in relation to an expansion
project for 5 consecutive YAs.

The Income Tax (Exemption) (No. 6) 2020
(Amendment) Order 2022 makes the following
changes:

e Expands the list of approved food production projects to cover high seas fishing and planting of seeds
for agro food;

e Expands the income tax exemption on expansion projects to cover both statutory income derived from
the existing project and the expansion project;

¢ A new condition has been introduced where in order to be eligible, an expansion project must not
have been granted an exemption under the 2020 Order; and

© 2022 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.


https://phl.hasil.gov.my/pdf/pdfborang/CP37_Pin_3_2014.pdf
https://www.hasil.gov.my/media/an0dgs3r/cp37s-1_2022.pdf
https://phl.hasil.gov.my/pdf/pdfborang/CP37D_Pin_3_2014.pdf
https://www.hasil.gov.my/media/3zql3bp1/cp37ds-1_2022.pdf
https://www.hasil.gov.my/
https://www.hasil.gov.my/media/qhmks3lu/guidelines-on-tax-treatment-for-dormant-labuan-entity.pdf
https://www.labuanfsa.gov.my/clients/asset_120A5FB8-61B6-45E8-93F0-3F79F86455C8/contentms/img/documents/Legislation_and_Guidelines/Guidelines/Circular%20on%20LIC%20Pronouncement%201-2019_19062019.pdf
https://www.labuanfsa.gov.my/clients/asset_120A5FB8-61B6-45E8-93F0-3F79F86455C8/contentms/img/documents/Legislation_and_Guidelines/Guidelines/Circular%20on%20LIC%20Pronouncement%202-2019_12122019.pdf
https://www.hasil.gov.my/
https://lom.agc.gov.my/ilims/upload/portal/akta/outputp/pua_20201224_PUA373.pdf
https://lom.agc.gov.my/ilims/upload/portal/akta/outputp/pua_20201224_PUA373.pdf
https://lom.agc.gov.my/act-view.php?language=BI&type=pua&no=P.U.%20(A)%20352/2022
https://lom.agc.gov.my/act-view.php?language=BI&type=pua&no=P.U.%20(A)%20352/2022
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e Extends the application period to 31 December 2022 (previously until 31 December 2020).

The Amendment Order came into operation on 1 January 2016. However, the inclusion of high seas
fishing and planting of seeds for agro food as an approved food production project only comes into
operation on 1 January 2021.

Income tax deduction

The Income Tax (Deduction for Investment in Approved New Food Production Project) Rules 2022
provide a tax deduction for 3 consecutive YAs on an amount equivalent to the value of the approved
investment (as prescribed) to finance an approved new food production project undertaken by a related
company. The Rules cover the application period to the MOF from 1 January 2021 to 31 December
2022.

The Rules comes into operation on 1 January 2021.

Source for the Orders and Rules: Official portal of Federal Leqislation Portal of Malaysia

Extension of full income tax exemption for Malaysian shipping companies

The Income Tax (Exemption) (No. 7) Order 2022

| extends the 100% income tax exemption to a
resident person carrying on the business of
transporting passengers or cargo by sea on a
Malaysian ship or letting out a Malaysian ship on
a voyage or time charter basis for another 3 years
until YA 2023 (previously up to YA 2020).

| The exemption is subject to an annual verification
from the Ministry of Transport Malaysia that the
requirements prescribed in the Exemption Order
. have been fulfilled.

Source for the Order: Official portal of Federal Legislation Portal of
Malaysia



https://lom.agc.gov.my/act-view.php?language=BI&type=pua&no=P.U.%20(A)%20351/2022
https://lom.agc.gov.my/index.php
https://lom.agc.gov.my/ilims/upload/portal/akta/outputp/1745371/PUA%20312.pdf
https://lom.agc.gov.my/index.php
https://lom.agc.gov.my/index.php

Indirect
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Indirect Tax

Postponement of implementation of Excise
Duty on premixed beverages

The RMCD has issued an announcement dated 21 October
2022 on the postponement of the implementation of Excise
Duty on premixed beverages to 1 January 2023.

Source for the announcement: RMCD's official website — available in Malay language
only

Excise (Amendment) Regulations 2022

The Excise (Amendment) Regulations 2022 has been gazetted and comes into operation on 1
November 2022.

Based on the amendment Regulations, the following paragraphs and particulars are added to the Third
Schedule (in relation to heading Section 20):

Section of the Act under which the license is

issued

(e) For manufacture of premix preparation RM200.00 per year

Source for the Amendment Regulations: Federal Legislation Portal of Malaysia

Indirect tax amendment acts

The following indirect tax amendment acts have been gazetted and published on the federal legislation
portal on 18 October 2022.

e Sales Tax (Amendment) Act 2022

e Service Tax (Amendment) Act 2022

e Customs (Amendment) Act 2022

o Excise (Amendment) Act 2022

o Free Zones (Amendment) Act 2022

e Tourism Tax (Amendment) Act 2022

e Windfall Profit Levy (Amendment) Act 2022
o Departure Levy (Amendment) Act 2022

The effective date of the abovementioned amendment acts has yet to be announced.

There is no amendment made to the respective proposed bills. Please click here for copies of our
salient points on the proposed bills summarized earlier.

Source for the Amendment Acts: Federal Legislation Portal of Malaysia



http://www.customs.gov.my/en/_layouts/15/CustomApplication/AnnouncementsDetails.aspx?ID=388
https://lom.agc.gov.my/ilims/upload/portal/akta/outputp/1746387/PUA339_2022.pdf
https://lom.agc.gov.my/act-detail.php?type=amendment&act=A1671&lang=BI
https://lom.agc.gov.my/act-detail.php?type=amendment&act=A1672&lang=BI
https://lom.agc.gov.my/act-detail.php?type=amendment&act=A1669&lang=BI
https://lom.agc.gov.my/act-detail.php?type=amendment&act=A1670&lang=BI
https://lom.agc.gov.my/act-detail.php?type=amendment&act=A1677&lang=BI
https://lom.agc.gov.my/act-detail.php?type=amendment&act=A1673&lang=BI
https://lom.agc.gov.my/act-detail.php?type=amendment&act=A1675&lang=BI
https://lom.agc.gov.my/act-detail.php?type=amendment&act=A1674&lang=BI
https://assets.kpmg/content/dam/kpmg/my/pdf/monthly-tax-development-15082022.pdf
https://lom.agc.gov.my/index.php
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Insights onEarlier Tax Whiz

Please refer below to our earlier Tax Whiz for more information.

o

KPMG Tax Risk Evaluator 13.10.2022



https://www.kpmg.com.my/TaxRiskEvaluator/?vgo_ee=shEGOK9Z82N0h4PPDnXa0GcY47PeHvFXapcvp5U028o%3D
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The table below sets out the various abbreviations and references used in this publication.
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ADDs Agents, Dealers or Distributors

FAQs Frequently Asked Questions

ITA Income Tax Act 1967

MIRB Malaysian Inland Revenue Board
MOF Ministry of Finance

PR Public Ruling

RMCD Royal Malaysian Customs Department
WHT Withholding Tax

YA Year of Assessment
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