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Income Tax

Accelerated capital allowance for the implementation of e-Invoice

Currently, capital allowance is granted on development cost for customized computer software, whereas
accelerated capital allowance is available on purchases of qualifying ICT equipment. Effective from YA
2024, qualifying expenses are given initial allowance at 40% and annual allowance at 20%, allowing full
claim of capital allowance within 3 years. You may refer to KPMG’s Tax Developments update dated 14
November 2024 (access from here) for more details.

To encourage taxpayers to fully implement e-Invoicing, it was proposed that accelerated capital
allowance be given on specific expenses related to e-Invoicing at an initial allowance rate of 20% and
annual allowance rate of 40%, further accelerating the period for full claim of capital allowance to 2
years.

The following Rules have been gazetted to legislate the proposal:-

Qualifying expenditure for the implementation of

Accelerated Capital Allowance Rules .
e-Invoice

Income Tax (Accelerated Capital Allowance)  Purchase of any ICT equipment (as specified),
(Information and Communication Technology  including the installation of the ICT equipment
Equipment for the Implementation of

Electronic Invoice) Rules 2026

Income Tax (Accelerated Capital Allowance) = Any consultation fee, payment for rights of software
(Development Cost for Customized Computer ownership and incidental fee relating to customized
Software for the Implementation of Electronic =~ computer software development

Invoice) Rules 2026

Amongst the qualifying conditions, taxpayers must have adhered to the statutory timeline on e-Invoicing
implementation, i.e. have not availed themselves of the interim relaxation period granted from the date of
mandatory implementation.

Both Rules have effect from YA 2024 to YA 2027.

Source for the Rules: Federal Legislation Portal of Malaysia



https://launch.kpmg.com/my/en/insights/2024/11/tax-developments.html
https://lom.agc.gov.my/index.php
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Practice Note No. 2/2026 — Explanation of tax treatment for unit holders of
REIT or PTF for YA 2026 and subsequent YAs

The concessionary 10% WHT rate on distributions by REITs and PTFs to unit holders in categories other
than companies (resident and non-resident) was given up to YA 2025 while non-resident companies
continue to be subject to a final WHT at the rate of 24% on gross distributions.

The MIRB has issued the above Practice Note to clarify the tax treatment for unit holders who receive
income distributions from a REIT or PTF in Malaysia for YA 2026 and subsequent YAs. Unit holders who
are affected by the expiry of the concessionary 10% WHT rate, i.e. foreign institutional investors and unit
holders other than companies, are therefore required to report the said income in their annual income tax
return and be subject to prevailing income tax rate depending on their tax profile.

Source for the Practice Note: Official Portal of MIRB

Income Tax (Labuan Company) Exemption Order 2026

Section 39(1)(r) of the MITA restricts the deductibility of payments made by a resident person to any
Labuan entity (as defined). The amount disallowed for deduction is prescribed under the Income Tax
(Deductions Not Allowed for Payment Made to Labuan Company by Resident) Rules 2018 and its 2020
Amendment Rules:-

Type of payment to a Labuan entity Amount not allowed as a deduction

Interest payment 25% of the amount paid (including payment in
connection with financing in respect of
commission, facility fee and advance fee)

Lease rental 25% of the amount paid

Other payments 97% of the amount paid

Thus, where Section 39(1)(r) applies, only 75% of interest and lease rental payments, and 3% of other
payments, are deductible for income tax purposes.

The Income Tax (Exemption) (No. 11) Order 2021 was gazetted to exempt payments made by a
Malaysian resident to specific Labuan entities from the application of the Section 39(1)(r) restriction —
amongst others, payments made by a Malaysian resident to a Labuan company undertaking a qualifying
activity under the Global Incentives for Trading (“GIFT”) program, i.e. Labuan International Commodity
Trading companies, effective from YA 2019 to YA 2025.

The Income Tax (Labuan Company) (Exemption) Order 2026 has been gazetted to extend the above
exemption on payments to Labuan International Commodity Trading companies. The Order is effective
from YA 2026 to YA 2030.

Source for the Rules and Orders: Federal Legislation Portal of Malaysia



https://www.hasil.gov.my/
https://lom.agc.gov.my/index.php
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Income Tax (Tour Operator Company) (Exemption) Order 2026

In conjunction with Visit Malaysia Year 2026, the Income Tax (Tour Operator Company) (Exemption)
Order 2026 has been gazetted to provide income tax exemption to a qualifying tour operator company.
The exemption is applicable on statutory income equivalent to the value of increase in income derived
from a tour operating business on inbound tourism packages including transportation and
accommodation, subject to conditions.

The Order is effective for YA 2026 and YA 2027.

Source for the Order: Federal Legislation Portal of Malaysia

Updated filing program for mandatory submission of required information
and documents through the MITRS for YA 2026

Previously, insurance companies or takaful operators are required to submit additional documents along
with the audited financial statements / unaudited financial statements (whichever relevant) from YA
2026. You may refer to KPMG’s Tax Developments update dated 12 February 2026 (access from here)
for more details.

This requirement is now removed in the updated filing program.

Source for the updated MITRS Filing Program: Official Portal of MIRB

© 2026 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://lom.agc.gov.my/index.php
https://launch.kpmg.com/my/en/insights/2026/02/tax-developments.html
https://www.hasil.gov.my/
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Indirect Tax

Sales Tax and Service Tax guides

The RMCD has issued the following revised Sales Tax and Service Tax guides (available in Malay
language only unless stated otherwise):

o Guide on Sales Tax Registration under the Sales Tax Act 2018 dated 6 March 2026

¢ Guide on Healthcare Services by Private Healthcare Facilities, Practice of Private Traditional and
Complementary Medicine Services, and Private Allied Health Related Services (Version: 3) dated
1 March 2026

e Guide on Construction Work Services dated 17 March 2026 (available in English Language)

Source for the Guide: RMCD — MySST (SST Guides)

Indirect tax legislation updates

The following legislation has been gazetted:

i. Customs Duties (Goods under the Regional Comprehensive Economic Partnership
Agreement) (Amendment) Order 2026

The Customs Duties (Goods under the Regional Comprehensive Economic Partnership Agreement)
(Amendment) Order 2026 has been gazetted, and came into operation on 31 March 2026.
Amendments are made in the Second Schedule of the Order to update the import duty rates for
certain RCEP-originating goods and to reflect current HS Code classifications.

ii. Customs (Amendment) (No.3) Regulations 2026

The Customs (Amendment) (No.3) Regulations 2026 has been gazetted, and came into operation on
30 March 2026. Amendment is made in the First Schedule of the principal Regulations, in Part Il, in
relation to location for Sabah, by inserting after item Sapangar Bay Container Port and the particulars
relating to it, a new location — “Kunak Port” with ordinary working hours of all times on any day.

The Second Schedule of the principal Regulations is also amended, in Part |, as follows:

e in relation to customs port for Johor, in item “Tanjung Setapa, Pengerang”, by substituting the
particulars relating to the description of goods with — “Solid petrochemical products, sulphur,
petroleum and gas and its by-products”; and

e in relation to customs port for Sabah, by inserting after item “Tengku" and the particulars
relating to it the following item and particulars:

Customs Port Description of Legal landing place
goods

Kunak Palm oil and its by- | The wharf of Sabah Ports Authority in Kunak Port,
products and other Kunak, Sabah located at—
agricultural products

Mark  Latitude Longitude
1 4°42’' 0.00” 118°15'13.00”


https://mysst.customs.gov.my/IndustryGuides
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Customs Port LRI EICY Legal landing place
goods

2 4°41°48.00” 118°15°30.00”
5 4°41°40.20” 118°15’16.20”
6 4°41°52.80" 118°15’ 7.80”

Customs (Anti-Dumping Duties) (Administrative Review) (No. 2) Order 2026 (Amendment)
Order 2026

The Customs (Anti-Dumping Duties) (Administrative Review) (No. 2) Order 2026 (Amendment) Order
2026 has been gazetted, and is effective retrospectively for the period from 15 January 2026 to 8
October 2026. Amendment is made in the Schedule, in column (3) by deleting the following items —

e “(b) The Republic of Korea” and the particulars relating to it in columns (4) and (5); and

¢ “(c) The Socialist Republic of Viet Nam” and the particulars relating to it in columns (4) and (5).

iv. Customs (Prohibition of Imports) (Amendment) (No. 3) Order 2026

The Customs (Prohibition of Imports) (Amendment) (No. 3) Order 2026 has been gazetted, and
came into operation on 1 April 2026. Amendment is made in the First Schedule of the principal
Order, by inserting after item 18 and the particulars relating to it, the following item and particulars:

(1 (2) (3)

Item No. Description of goods Country

19 Waste from electrical and electronic assemblies containing = All countries
components such as accumulators, mercury-switches,
glass from cathode-ray tubes and other activated glass or
polychlorinated biphenyl-capacitors, or contaminated with
cadmium, mercury, lead, nickel, chromium, copper, lithium,
silver, manganese or polychlorinated biphenyl

The Third Schedule of the principal Order is also amended, in Part |, in relation to subitem 54(1) —

e in subsubitem (b) and subsibitem (c), by substituting for the particulars in column (3) the
following particulars:

()
Chapter/ Heading/ Subheading

8549.11,
8549.12,
8549.13,
8549.14,
8549.19; and

e by deleting subsubitem (j) and the particulars relating to it.
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v. Sales Tax (Persons Exempted from Payment of Tax) (Amendment) Order 2026

The Sales Tax (Persons Exempted from Payment of Tax) (Amendment) Order 2026 has been
gazetted, and came into operation on 9 April 2026. Amendments are made in Schedule A as
follows:

e inrelation to item 27, in column (2) — by substituting subitem (c) with “(c) FlyFirefly Sdn. Bhd.;”
and subitem (f) with “(f) Aerodarat Services Sdn. Bhd.;”.

e in relation to item 58 and 58A, in column (3) — by renumbering the existing subitem as subitem
(a); and inserting after subitem (a) as renumbered the following subitem “(b) B24 — very low
sulfur fuel oil under subheading 2710.20.00 00 of the prevailing Customs Duties Order”.

Source for the legislations: Federal Legislation Portal of Malaysia



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.

I YT

1 6% Service Tax Rate for Rental or Leasing Services 17 March 2026

2 Public Ruling 1/2026 - Determination of Foreign Currency Exchange 8 April 2026
Rates for Service Tax Invoices and Sales Tax Invoices

The table below sets out the various abbreviations and references used in this publication.

HS Code Harmonized System Code

ICT Information and communication equipment
MIRB Malaysian Inland Revenue Board

MITA Malaysian Income Tax Act, 1967

PTF Property Trust Fund

RCEP Regional Comprehensive Economic Partnership
REIT Real Estate Investment Trust

RMCD Royal Malaysian Customs Department

WHT Withholding Tax

YA Year of assessment


https://kpmg.com/my/en/insights/2026/03/6-percent-service-tax-rate-for-rental-or-leasing-services.html
https://kpmg.com/my/en/insights/2026/04/public-ruling-1-2026--foreign-exchange-rates-for-tax-invoices.html
https://kpmg.com/my/en/insights/2026/04/public-ruling-1-2026--foreign-exchange-rates-for-tax-invoices.html
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