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Dear valued clients and business associates,

Budget 2023 was announced on 7 October 2022 and themed 
"Strengthening Recovery, Facilitating Reforms towards Sustainable 
Socio-Economic Resilience of Keluarga Malaysia".

Budget 2023 prioritises on the following three (3) key areas: 

It was the second-largest ever budget with an allocation of RM 
372.34 billion in expenditure. With that, it is expected to boost the 
welfare of Keluarga Malaysia as well as focusing on the country’s 
economic recovery and socio-economic development.

We are pleased to summarise the key tax proposals of the Budget 
2023 in the following pages.

Do join us at our RSM Tax Seminar for more insights of the Budget 
2023 and in-depth coverage of the key tax proposals.
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Before we go into the key tax proposals of Budget 2023, here is an overview of Budget 2023:-

Allocation of Budget Expenditure

 Operating expenditure

Development expenditure

Covid-19 fund

RM143.35b, 38%

RM100.16b, 27%

RM67.02b, 18%

RM52.13b, 14%

RM9.68b, 3%

Income Tax

Borrowings and Use of Government's Assets

Non-tax Revenue

Indirect Tax

Other Direct Tax

EXECUTIVE SUMMARY (CONT.)

RM272.34b, 73%

RM95b, 26%

RM5b, 1%

Sources of Revenue

b = billion

Federal Government Budget: RM 372.34 billion

Fiscal Policy

Federal government's 
revenue collection is 
expected to be RM 

272.57 billion

Federal government's 
debt accounts are 
expected to be RM 

1.044 trillion  Fiscal deficit is 
expected to shrink 
to 5.5% of GDP in 

2023

GDP is estimated to 
grow between 4% to 

5% in 2023

RSM



CORPORATE TAX1.0 CORPORATE TAX AND
TAX INCENTIVES

1.1 REVIEW OF INCOME TAX RATE FOR 
MICRO, SMALL AND MEDIUM ENTERPRISES 
(MSMEs)

Currently, MSMEs* are subject to tax at 17% on the 
chargeable income of up to RM600,000 and 24% on 
the remaining chargeable income whereas 
non-MSMEs are subject to tax at 24%.

*MSMEs refer to companies or Limited Liability 
Partnerships (LLPs) with paid-up capital / total 
contribution of capital not exceeding RM2.5 million 
and having annual gross business income not 
exceeding RM50 million. 

It is proposed that the income tax rate for the first 
RM100,000 of MSME’s chargeable income be 
reduced by 2%, as follows: -

Effective: Year of Assessment (YA) 2023

1.2 TAX DEDUCTION ON ISSUANCE COST OF 
SUSTAINABLE AND RESPONSIBLE INVESTMENT 
LINKED (SRI-linked) SUKUK

It is proposed that a tax deduction be given for a 
period of 5 years in respect of the cost of issuing 
SRI-linked sukuk that is approved or permitted or 
deposited with the Securities Commission Malaysia 
(SEC). 

Effective: YAs 2023 to 2027   
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1.3 REVIEW OF TAX DEDUCTION ON COST OF 
LISTING IN BURSA MALAYSIA

Currently, a tax deduction of up to RM 1.5 million is 
given on the following expenditure incurred for listing 
of a technology-based company in the Access 
Certainty, Efficiency (ACE) Market and for MSMEs, in 
the Leading Entrepreneur Accelerator Platform 
(LEAP) Market: -
▪ Fees to authorities;
▪ Professional fees; and
▪ Underwriting, placement and brokerage fees.

It is proposed that: -
▪ Tax deduction of up to RM1.5 million be extended 

for a period of 3 years; and
▪ Scope of tax deduction be extended to cover for 

listing of a technology-based company in BURSA 
Main Market.

Effective: YAs 2023 to 2025 

1.4 INTRODUCTION OF NEW SCHEDULE FOR 
REINVESTMENT OF HOTEL AND SELECTED 
TOURISM PROJECT UNDER INCOME TAX ACT 
(ITA) 1967

Currently, no Reinvestment Allowance (RA) is given 
to companies operating in hotel and tourism sector.

It is proposed that a new RA schedule be introduced 
for renovation, expansion and modernisation activities 
incurred by: -

▪ 1 to 5-star hotels registered with the Ministry of 
Tourism, Art and Culture (MOTAC); and

▪ Selected tourism projects namely theme park and 
convention centre with a capacity of at least 3,000 
participants and registered with MOTAC.

RA is given at 60% on qualifying capital expenditure 
(QCE) for 5 years and to be set-off against up to 70% 
of statutory income (SI). 

Effective: YAs 2023 to 2027  

   
   

   

   

 

Chargeable 
income

Current income 
tax rate (%)

Proposed income 
tax rate (%)

Exceeding 
RM600,000 24% 24%

First RM100,000 17% 15%

RM100,001 to 
RM600,000 17% 17%



1.0 CORPORATE TAX AND
TAX INCENTIVES (CONT.)
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1.5 EXTENSION OF TAX INCENTIVE FOR MEDICAL 
TOURISM

Currently, private healthcare companies undertaking new 
investment or engaging in expansion, modernisation or 
refurbishment activities are eligible for income tax exemption 
equivalent to Investment Tax Allowance (ITA) of 100% of 
QCE for 5 years to be set-off against up to 100% of SI, subject 
to the following conditions: -

▪ The qualified healthcare travellers shall comprise of at 
least 10% of the total patients receiving private healthcare 
services for each YA; and

▪ At least 10% of the company’s gross income for each YA is 
derived from qualified healthcare travellers.

It is proposed that the existing incentive be extended for a 
period of 3 years.

Effective: For applications received by Malaysian 
Investment Development Authority (MIDA) from 1 
January 2023 to 31 December 2025

1.6 REVIEW OF TAX INCENTIVE FOR TOUR OPERATORS

Currently, tour operators are eligible for 100% income tax 
exemption on SI derived from the business of operating tour 
packages to Malaysia and within Malaysia. This exemption is 
given up to YA 2022.

It is proposed that the above tax incentive be extended for an 
additional year with the following conditions: -

▪ Tourism packages within Malaysia with participation of at 
least 400 local tourists per year; or

▪ Tourism packages to Malaysia with participation of at least 
200 inbound tourists per year.

Effective: YA 2023
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1.0 CORPORATE TAX AND TAX INCENTIVES
(CONT.)
1.7 TAX DEDUCTION FOR SPONSORSHIP OF 
SMART ARTIFICIAL INTELLIGENCE 
(AI)-DRIVEN REVERSE VENDING MACHINE

The above proposal aims to support the recycling of 
plastic waste and to increase the collection-for-recycling 
rate of plastic in the country. It is proposed that a tax 
deduction under Section 34(6)(h) of the ITA 1967 be 
given to persons (e.g. companies, individuals, partnerships, 
trusts and cooperatives that has business income) 
that make donations or sponsorships of smart 
AI-driven reverse vending machines. 

Effective: For contribution/sponsorship and 
applications received by Ministry of Finance 
(MOF) from 1 January 2023 to 31 December 
2024

1.8 SPECIAL TAX DEDUCTION FOR EXPENDITURE 
ON MALAYSIAN-MADE HANDICRAFT BY HOTEL 
INDUSTRY

It is proposed that a special tax deduction (subject 
to a maximum amount of RM500,000) be given to 
hoteliers for expenditure incurred on qualified 
Malaysian-made handicraft purchased from handicraft 
entrepreneurs certified by Perbadanan Kemajuan 
Krafttangan Malaysia. 

Effective: For eligible expenditure on handicraft 
products incurred from 1 January 2023 to 31 
December 2023   

1.9 EXTENSION OF TAX INCENTIVE FOR 
EXPORT OF PRIVATE HEALTHCARE SERVICES

Currently, income tax exemption equivalent to 100% 
of the value of the increase in exports of services 
which can be set-off against 70% of the SI derived 
from the export of healthcare services is given to 
companies undertaking private healthcare services, 
subject to the following conditions: - 

▪ at least 10% of the total number of patients 
receiving private healthcare services for each YA 
comprise of qualified healthcare travellers; and

▪ at least 10% of company’s gross income for each 
YA is derived from services to qualified healthcare 
travellers.

It is proposed that the existing tax incentive be 
extended for a period of 3 years.

Effective: YAs 2023 to 2025

1.10 EXPANSION OF SCOPE OF TAX DEDUCTION 
FOR THE EMPLOYMENT OF SENIOR CITIZENS, 
EX-CONVICTS, PAROLEES, SUPERVISED 
PERSONS AND EX-DRUG DEPENDANTS

Currently, further tax deduction is given on remuneration 
paid by employers to senior citizens who are above 60 
years old, ex-convicts, parolees, supervised persons 
and ex-drug dependants as a full-time employee 
whose remuneration does not exceed RM4,000.

It is proposed that the scope of existing tax incentive 
be expanded to include remuneration paid to inmates 
and ex-inmates of Henry Gurney School under 
Malaysian Prison Department, protection and 
rehabilitation institutions and registered care 
centres under the Social Welfare Department.

Effective: YAs 2023 to 2025



1.0 CORPORATE TAX AND
TAX INCENTIVES (CONT.)
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1.11 REVIEW OF GREEN TECHNOLOGY TAX INCENTIVE

Currently, green technology tax incentives are as follows: -

▪ Green Investment Tax Allowance (GITA)
◦ ITA of 100% on capital expenditure for qualifying green activity to be set off 

against 70% of SI for 3 years.
▪ Green Income Tax Exemption (GITE)

◦ Income tax exemption of 70% of SI for qualifying green activities for a period of 3 
years.

◦ Income tax exemption of 70% of SI for a period of up to 10 years for solar leasing 
activities.

It is proposed that GITA and GITE be reviewed based on tiering approach as follows: -

Effective:  For applications received by MIDA from 1 January 2024 to 31 
December 2025

     

GITA 

 

 

ITA of 100% on capital expenditure for 
qualifying green activities for a period of 5 
years. This allowance can be set-off against 
70% of SI.  

 

 

Asset and Project  

ITA of 60% on capital expenditure for 
qualifying green activities for a period of 3 
years. This allowance can be set-off against 
70% of SI.  

GITE 

Qualifying activities other than solar and solar 
+ BESS services Qualifying services related to solar 

Income tax exemption of 70% of SI for   
qualifying green services for a period of 5 
years.  

Income tax exemption of 70% of SI for   
qualifying green services for a period of 3 
years.  

Income tax exemption of 70% of SI for a period of up to 10 years.   

 

Qualifying activities other than solar [including 
Battery Energy Storage System (BESS)] Qualifying activities related to solar 

Tax incentive Tier 1 Tier 2 

Project and Green Building 

Asset 
ITA of 100% on capital expenditure for a 
period of 5 years. This allowance can be set-
off against 70% of SI. 
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1.0 CORPORATE TAX AND TAX INCENTIVES
(CONT.)
1.12 TAX INCENTIVES FOR CARBON CAPTURE AND STORAGE (CCS)

It is proposed that tax incentive be given as follows: -

Effective: For applications received by MOF from 1 January 2023 to 31 December 2027

1.13 TAX INCENTIVES FOR CHICKEN REARING IN CLOSED HOUSE SYSTEM

It is proposed that the following tax incentives be given to chicken and duck rearers who shift from opened 
house system to closed house system: - 

▪ Accelerated capital allowance (ACA) 100% on the QCE; and
▪ Income tax exemption of 100% equivalent to the QCE

Effective: YAs 2023 to 2025

1.14 EXTENSION OF TAX INCENTIVE FOR INTELLECTUAL PROPERTY DEVELOPMENT

Currently, income tax exemption of 100% up to 10 years given to companies undertaking research and 
development (R&D) for promoted products and deriving qualifying intellectual property income derived from 
patent and copyright software developed in Malaysia. This incentive was applicable for applications received 
by MIDA from 1 January 2020 until 31 December 2022.

It is proposed that the existing tax incentive be extended for a period of 3 years.

Effective: For applications received by MIDA from 1 January 2023 to 31 December 2025
 

Tax Incentive 
Companies 

undertaking CCS 
in-house activity 

Companies 
undertaking 

CCS services 

Companies 
engaging CCS 

services 

ITA of 100% of QCE for 10 years to be set-off against up to 100% of SI -  / / X 

Full import duty and sales tax exemption on equipment for CCS technology / / X 

    

     

    

 

/Tax deduction for allowable pre-commencement expenses within 5 years 
prior to the date of commencement of operation X X

Tax exemption of 70% of SI for 10 years X / X

Tax deduction given on fees incurred for use of CCS services X X /
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1.0 CORPORATE TAX AND TAX INCENTIVES
(CONT.)
1.15 EXTENSION OF TAX INCENTIVE FOR 
PHARMACEUTICAL COMPANIES

Currently, tax incentives given to manufacturers of 
pharmaceutical products are as follows: -

▪ Income tax rate of 0% up to 10% for the first 10 
years; and 

▪ Income tax rate of 10% for the subsequent 
period of 10 years.

It is proposed that the existing tax incentives be 
extended for a period of 3 years.
 

Effective: For applications received by 
MIDA from 1 January 2023 to 31 December 
2025

1.16 EXTENSION OF TAX INCENTIVE FOR 
ANGEL INVESTOR

Currently, an angel investor is eligible for tax 
exemption equivalent to the amount of investment 
made for applications received by the MOF.

It is proposed that the existing tax incentives be 
extended for a period of 3 years.

Effective: For applications received by MOF 
from 1 January 2024 to 31 December 2026

1.17 EXTENSION OF TAX INCENTIVE FOR 
PRINCIPAL HUB 3.0

Currently, principal hub tax incentive can be applied 
by new or existing companies which base their global 
regional hub in Malaysia for high value activities and 
their main business functions (e.g., risk management, 
decision making, strategic business, etc.) are managed, 
controlled and supported in Malaysia until 31 December 
2022.

It is proposed that the existing tax incentive be 
extended for a period of 3 years.

Effective: For applications received by MIDA 
from 1 January 2023 to 31 December 2025

1.18 EXTENSION OF TAX INCENTIVE 
FOR GLOBAL TRADING CENTRE

Currently, companies undertaking trading activities 
for export purposes are eligible for tax incentive 
under Global Trading Centre at 10% income tax rate 
for a period of 5 years and renewable for another 5 
years. 

It is proposed that the existing tax incentive be 
extended for a period of 3 years.

Effective: For applications received by MIDA 
from 1 January 2023 to 31 December 2025



1.0 CORPORATE TAX AND
TAX INCENTIVES (CONT.)
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1.19. TAX INCENTIVE FOR RENTAL OF ELECTRIC VEHICLE 
(EV)

Currently, companies renting non-commercial motor vehicles, 
including EV are given tax deduction of RM50,000 (for cost of motor 
vehicle exceeding RM150,000) or up to RM100,000 (for cost of 
motor vehicle not exceeding RM150,000).

It is proposed that a tax deduction for rental of EV be given up to 
RM300,000. 

Effective: YAs 2023 to 2025

1.20 TAX INCENTIVES FOR MANUFACTURER OF EV 
CHARGING EQUIPMENT

It is proposed that manufacturers of EV charging equipment be 
given the following incentives: -

*Companies are eligible to enjoy tax exemption for a period of 10 years or until YA 
2032, whichever is earlier.  

Effective: For applications received by MIDA from 8 October 
2022 to 31 December 2025

   

    

  

 
 

 

 

Tax incentive Incentive period

Pioneer Status Income tax exemption of 100% of SI YAs 2023 to 2032*

ITA ITA of 100% on QCE incurred, to be 
set-off against 100% of SI for each 
YA

5 years
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1.0 CORPORATE TAX AND TAX INCENTIVES
(CONT.)
1.21 REVIEW OF TAX INCENTIVES FOR FOOD 
PRODUCTION PROJECT

Currently, food production projects enjoy the following 
tax incentives: -
▪ Tax deduction equivalent to the amount of 

investment made by an investor company that 
undertakes investment in a subsidiary company 
engaging in new food production projects; and

▪ A company engaging in food production project:
◦ New project – income tax exemption of 

100% of SI for 10 YAs; or
◦ An expansion project for existing company - 

income tax exemption of 100% of SI for 5 
YAs.

It is proposed that: - 
◦ Scope of the tax incentive be expanded to 

include agricultural-based projects on 
Controlled Environment Agriculture; and

◦ The tax incentive be extended for a period of 
3 years.

Effective: For applications received by Ministry 
of Agriculture and Food Industry (MAFI) from 1 
January 2023 to 31 December 2025

1.22 REVIEW OF TAX INCENTIVES FOR 
BIONEXUS STATUS COMPANY

Currently, companies undertaking biotechnology 
activity and approved with BioNexus status are 
eligible for income tax exemption of 70% of SI 
commencing from the first SI for a period of 5 or 10 
years, subject to new or existing business 
(expansion project).

It is proposed that: -
▪ Income tax exemption of SI be increased from 

70% to 100%; and 
▪ The tax incentive be extended for a period of 2 

years.

Effective: For applications received by Malaysian 
Bioeconomy Development Corporation from 1 
January 2023 to 31 December 2024

1.23 REVIEW OF TAX INCENTIVE FOR 
AUTOMATION IN MANUFACTURING AND 
SERVICES SECTOR

Currently, manufacturing and service companies 
which incur QCE on automation equipment are given 
the following incentives: -

It is proposed that the ACA for automation equipment 
be enhanced as follows: -

▪ Scope of automation to include the adaptation of 
Industry 4.0 elements;

▪ Scope of tax incentive be expanded to include 
agriculture sector; and

▪ Capital expenditure threshold for Categories 1, 2 
and agriculture be aligned and increased up to 
RM10 million.

Effective: For applications received by MIDA 
and MAFI from 1 January 2023 to 31 December 
2027

Category 1 
 

Labour-intensive industry 
(rubber, plastic, wood and 
textile products) 

Category 2
 

Industries other than 
Category 1 including 
services sector 

 
 

 
  

 
 

 

ACA of 100% for automation 
equipment on the first RM4million
of QCE incurred.

ACA of 100% for automation 
equipment on the first 
RM2million of QCE incurred.

Income tax exemption equivalent to 100% on the QCE incurred 
for automation equipment



1.0 CORPORATE TAX AND
TAX INCENTIVES (CONT.)
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1.24 REVIEW OF TAX INCENTIVE FOR EQUITY CROWDFUNDING

Currently, individual investors who invest in equity crowdfunding are given income tax 
exemption on aggregate income equivalent to 50% of the amount invested, subject to the 
following conditions: -

▪ Eligible amount for income tax exemption is limited to RM50,000 for each YA;
▪ Deductible amount is limited to 10% of the aggregate income for that YA. The excess 

amount will be disregarded;
▪ Investor, investee company and amount of investment made must be verified by the 

SEC;
▪ Investor must not have any family relationship with the investee company; 
▪ Investment must be made through equity crowdfunding platform approved by the 

SEC; and
▪ Investment is not allowed to be disposed within 2 years from the date of investment. 

It is proposed that: -
▪ Scope of tax incentive be expanded to include investment made by individual investor 

through LLP Nominee Company; and 
▪ Investment period be extended for 3 years. 

Effective: For investment made from 1 January 2024 to 31 December 2026

1.25 EXTENSION OF TAX INCENTIVE FOR SHIP BUILDING AND SHIP REPAIRING 
(SBSR) INDUSTRY

Currently, companies undertaking SBSR activities in Malaysia are eligible for the following 
tax incentives: -

It is proposed that the existing tax incentive be extended for a period of 5 years.

Effective: For SBSR applications received by MIDA from 1 January 2023 
until 31 December 2027

 
 

 
 

New company Pioneer Status with income tax exemption of 70% of SI; or  
 

5 years 

ITA of 60% on QCE incurred, to set-off against 70% of SI 
for each YA 
 

5 years 

Existing company ITA of 60% on QCE incurred, to set-off against 70% of SI 
for each YA  

5 years 

 

Tax incentive Incentive period
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1.0 CORPORATE TAX AND TAX INCENTIVES
(CONT.)
1.26 EXTENSION OF TAX INCENTIVE FOR AEROSPACE INDUSTRY

Currently, new and existing aerospace companies in Malaysia undertaking high-value activities such as 
manufacturing or assembly of systems, devices, parts or components and maintenance, repair and overhaul 
for aircraft (MRO), systems, devices, parts or components and engineering & design/services related are eligible 
for the following tax incentives: -

It is proposed that the tax incentive be extended for a period of 3 years.

Effective: For applications received by MIDA from 1 January 2023 to 31 December 2025

 
 

  

New company Income tax exemption of 70% to 100% of SI; or 
 

5 to 10 years 

 
 

 

Existing company -
 

 

 

 

off against 70% to 100% of SI for ITA of 60% to 100% on QCE incurred, to set-
each YA

5 years

ITA of 60% to 100% on QCE incurred, to set off against 70% to 100% of SI for 
each YA

5 years

Tax incentive Incentive period



CORPORATE TAX2.0 INDIVIDUAL TAX
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2.1 REVIEW OF INDIVIDUAL TAX RATES

It is proposed that income tax rate for resident individual with chargeable income band be as 
follows: -

▪ RM50,001 to RM70,000 is reduced from 13% to 11%;
▪ RM70,001 to RM100,000 is reduced from 21% to 19%; and
▪ RM250,001 to RM400,000 is increased from 24.5% to 25%.

Effective: YA 2023

Chargeable income
(RM)  

Existing (YA 2022)   Potential savings 
(RM) Tax rate (%) Tax payable (RM) Tax rate (%) Tax payable (RM) 

First 5,000 

Next 15,000 

 

1 

0 
150 

 

1 

0 
150  

First 20,000 

Next 15,000 

 

3 
150 

450 

 

3 
150 

450  

First 35,000 

Next 15,000 

 

8 
600 

1,200 

 

8 
600 

1,200  

First 50,000 

Next 20,000 

 

13 
1,800 

2,600 

 

11 
1,800 

2,200  

First 70,000 

Next 30,000 

 

21 
4,400 

6,300 

 

19 
4,000 

5,700 
400

 

First 100,000 

Next 150,000 

 

24 
10,700 

36,000 

 

24 
9,700 

37,500 
1,000

 

First 250,000 

Next 150,000 

 

24.5 
46,700 

36,750 

 

25 
45,700 

37,500 
1,000

 

First 400,000 

Next 200,000 

 

25 
83,450 

50,000 

 

25 
83,200 

50,000 
250

 

First 600,000 

Next 400,000 

 

26 
133,450 

104,000 

 

26 
133,200 

104,000 
250

 

First 1,000,000 

Next 1,000,000 

 

28 
237,450 

280,000 

 

28 
237,200 

280,000 
250

 

First 2,000,000 

Above 2,000,000 

 

30 517,450 

 

30 517,200 250 

 

Proposed (YA 2023 onwards)



2.0 INDIVIDUAL TAX (CONT.)
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2.2 EXTENSION OF TAX RELIEF ON FEES 
PAID TO CHILD CARE CENTRE AND 
KINDERGARTEN

Currently, tax relief in respect of fees paid to 
approved child care centre (registered with the 
Director General of Social Welfare under the Child 
Care Centre Act 1984) and kindergarten (registered 
under the Education Act 1996) for each child aged 6 
years old and below is RM3,000. This relief can be 
claimed by either parent of the child and is given for 
YAs 2022 and 2023. 

It is proposed that the tax relief of RM3,000 be 
extended for another year.

Effective: YA 2024

2.3 EXTENSION OF RELIEF FOR DEPOSIT IN 
SKIM SIMPANAN PENDIDIKAN NASIONAL 
(SSPN) 

Currently, tax relief is given to an individual for the 
net amount deposited in SSPN up to RM8,000 for 
YAs 2019 to 2022.

It is proposed that the above relief be extended for 
another two (2) years.

Effective: YAs 2023 and 2024

2.4 EXPANSION OF SCOPE OF LIFE INSURANCE 
PREMIUMS OR TAKAFUL CONTRIBUTION ON 
LIFE INSURANCE POLICY 

Currently, tax relief for payment of life insurance 
premiums or takaful contribution on life insurance 
policy contracted on the life of the individual or 
spouse are as follows: -
▪ Pensionable public servant - restricted to 

RM7,000; and
▪ Other than public servant - restricted to RM3,000,

It is proposed that the scope of the above tax relief be 
expanded to include voluntary contributions to 
Employees Provident Fund made by individuals or 
pensionable public servants up to RM3,000.

Effective: YA 2023

2.5 EXPANSION OF SCOPE FOR MEDICAL 
TREATMENT EXPENSES FOR TAXPAYER, 
SPOUSE AND CHILD 

Currently, tax relief of up to RM8,000 is given in 
respect of the following medical expenses incurred: -
▪ serious illness for taxpayer, spouse or child.
▪ fertility treatment for taxpayer or spouse.
▪ vaccination for taxpayer, spouse or child (limited 

to RM1,000).
▪ full medical check-up, mental check-up, consultation 

for taxpayer, spouse or child (limited to RM1,000).
▪ COVID-19 detection test conducted in clinic or 

hospital including purchase of self-test kit for 
taxpayer, spouse or child (limited to RM1,000).

It is proposed that the scope of the above tax relief be 
expanded to include expenses incurred on: - 
▪ Dental examination and treatment from dental 

practitioners registered with the Malaysian Dental 
Council of up to RM1,000.

▪ COVID-19 detection test conducted in a laboratory 
recognised by the Ministry of Health Malaysia. 

Effective: YA 2023  
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2.0 INDIVIDUAL TAX
(CONT.)
2.6 TAX EXEMPTION FOR WOMEN RETURNING TO WORK 
FROM CAREER BREAK 

Currently, women who return to work after career break are given 
income tax exemption on employment income received for a maximum 
of 12 consecutive months, subject to the following conditions: -

▪ return to work after a career break for a period of at least 2 years on 
27 October 2017;

▪ applications received by Talent Corporation Malaysia Berhad not 
later than 31 December 2023; and

▪ tax exemption is for the employment income received from YAs 
2018 until 2024.

It is proposed that the existing conditions be reviewed as follows to 
encourage women to return to work and to contribute to the economy: -

▪ career break of at least 2 years on the date of application received 
by Talent Corporation Malaysia Berhad; and

▪ tax exemption on employment income received be extended until 
YA 2028.

Effective: For applications received by Talent Corporation 
Malaysia Berhad from 1 January 2023 until 31 December 
2027

2.7 SPECIAL TAX RATE FOR C-SUITE POSITION IN ELECTRICAL 
& ELECTRONIC (E&E) SECTOR 

Currently a flat rate of 15% (for five (5) consecutive years) is granted to 
non-citizen individuals who are resident in Malaysia and hold a C-Suite 
position or key position in Malaysian companies which: -

▪ Relocate their overseas manufacturing facilities into Malaysia, (subject 
to meeting eligibility criteria); or

▪ Invest in new strategic investments.

Note: For applications received by MIDA until 31 December 2022

It is proposed that the special tax rate of 15% be extended 
until YA 2024 for companies in E&E sector which relocate 
their manufacturing operations to Malaysia.



CORPORATE TAX3.0 STAMP DUTY
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3.1 STAMP DUTY TREATMENT FOR TRANSFER 
OF PROPERTY BY WAY OF LOVE AND 
AFFECTION

Currently, stamp duty exemption in relation to trans-
fer of immovable property is as follows: - 

▪ Between husband and wife – 100% exempted
▪ Between parents and children of Malaysian 

citizenship – 50% exempted

It is proposed that stamp duty for instrument of 
transfer of property between husband and wife, 
parents and children, grandparents and grandchildren 
be fixed at RM10 on the condition that the recipient 
of the property is a Malaysian citizen.

Effective: For instrument of transfer of property 
executed from 1 January 2023

3.2 STAMP DUTY TREATMENT FOR EDUCATIONAL 
LOAN/SCHOLARSHIP AGREEMENT

Currently, stamp duty for educational loan/scholarship 
agreement for diploma and above at higher learning 
institution is fixed at RM10 whilst for other education 
levels stamp duty is charged at ad valorem rate.

It is proposed that the above fixed duty of RM10 be 
expanded to include educational loan/scholarship 
agreements to pursue education at all levels including 
certificate (education/skills/professionals) in any 
educational and training institutions.

Effective: For educational loan/scholarship 
agreement executed from 1 January 2023

3.3 EXTENSION OF STAMP DUTY EXEMPTION 
ON RESTRUCTURING OR RESCHEDULING OF 
LOAN/FINANCING AGREEMENT

Currently, 100% stamp duty exemption is given on 
restructuring or rescheduling of loan/financing agreement 
between borrowers and financial institutions executed 
from 1 January 2022 until 31 December 2022 subject 
to the following conditions: -

▪ the original loan/financing agreement has been 
stamped; and 

▪ restructuring or rescheduling of the loan/financing 
agreement does not have the element of additional 
value to the original amount of loan/ financing. 

It is proposed that the above exemption be extended 
for a period of 2 years.

Effective: For restructuring or rescheduling 
of loan/financing agreement executed from 1 
January 2023 until 31 December 2024

3.4 REVIEW OF STAMP DUTY EXEMPTION 
FOR THE PURCHASE OF 1ST RESIDENTIAL 
HOME

Currently, 100% stamp duty exemption is given on 
instrument of transfer and loan agreement for 
purchase of 1st residential property at value up to 
RM500,000 executed from 1 January 2021 to 31 
December 2025. 

It is proposed that stamp duty exemption up to 75% 
be given for property transfer documents and loan 
agreements for purchase of 1st residential property 
value between RM500,000 to RM1,000,000.

Effective: For sale and purchase agreements 
executed until 31 December 2023  
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4.0 INDIRECT TAXES

4.1 IMPORT DUTY AND SALES TAX EXEMPTION 
ON STUDIO AND FILMING PRODUCTION 
EQUIPMENT

Currently, importation of specific equipment for 
creative industry such as cameras and broadcast 
equipment, audio and video systems, studio equipment 
and filming production equipment are subject to 
import duty between 5% to 30% and sales tax of 
10%.

It is proposed that import duty and sales tax exemption 
on studio and filming production equipment be given 
to equipment providers and production services 
including post-production, studio and cinema for a 
period of 2 years.

The move to exempt import duty and sales tax on 
these studio and filming production equipment is to 
encourage industry players producing high-quality 
content for the domestic and international markets 
as well as to attract foreign producers to Malaysia.

Effective: 1 January 2023 to 31 December 
2024 [Note: Application to be made to the 
MOF]

4.2 REVIEW OF EXCISE DUTY AND SALES 
TAX EXEMPTION ON THE SALE OR TRANSFER 
OF INDIVIDUALLY OWNED TAXIS AND HIRED 
CARS

It is proposed that excise duty and sales tax exemption 
be given for sale/transfer/private use/disposal of 
individually owned taxis and hired cars be expanded 
to include executive taxis, TEKS1M and airport taxis 
(budget, premier and family).

The vehicle age condition is relaxed to at least 5 
years from the date of registration.

Effective: 1 January 2023 [Note: Application 
to be made to the Royal Malaysian Customs 
Department (“RMCD”)]

4.3 EXTENSION OF IMPORT DUTY AND EXCISE 
DUTY EXEMPTION ON IMPORTED 
“COMPLETELY BUILT-UP” (CBU) 
ELECTRIC VEHICLES

It is proposed that the full import duty and excise duty 
exemption (announced in Budget 2022) on imported 
CBU Electric Vehicles be extended for another year.

Note: It is also proposed that exemption be given on 
the Approved Permit (AP) fee for the importation of 
Electric Vehicles until 31 December 2023.

Effective: 1 January 2024 to 31 December 
2024

4.4 EXCISE DUTY EXEMPTION ON TOURISM 
VEHICLES

Previously, excise duty exemption of 50% was given 
to tourism operators on the purchase of new locally 
assembled tourism vehicles from 1 January 2020 to 
31 December 2021.

It is proposed that 50% excise duty exemption be 
given on the purchase of new (locally assembled) 
“Hire and Drive” cars for tourists and excursion bus 
for 2 years.

The move is to support the recovery of the tourism 
industry that has been affected by the COVID-19 
pandemic.

Effective: 1 January 2023 to 31 December 
2024 [Note: Application to be made to the 
MOF]
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4.5 EXTENSION OF SALES TAX EXEMPTION 
F O R  T H E  P U R C H A S E  O F  L O C A L L Y  
A S S E M B L E D  B U S

Currently, 10% sales tax exemption for locally assembled 
air-conditioned buses is given to eligible bus operators 
such as school bus, stage bus, express bus, excursion 
bus and employee bus for a period from 1 January 
2021 to 31 December 2022.

It is proposed that the 10% sales tax exemption be 
extended for a period of 2 years.

Effective: 1 January 2023 to 31 December 2024 
[Note: Application to be made to the MOF]

4.6 IMPORT DUTY AND SALES TAX EXEMPTION 
ON NICOTINE REPLACEMENT THERAPY (NRT)

Currently, the import duty rate and sales tax rate for 
NRT products are as follows: -

It is proposed that import duty and sales tax exemption 
be given to nicotine gum and nicotine patch for a period 
of 5 years.

The move is to encourage the use of NRT products as 
an option for smoking cessation. 

Effective: 1 January 2023 to 31 December 2027

Product Import Duty Sales Tax 
Nicotine Gum 15% 5% 

Nicotine Patch 0% 10% 
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4.7 SERVICE TAX EXEMPTION ON DIGITAL SERVICES RELATED TO BANKING/FINANCIAL 
SERVICES

Currently, digital services related to banking/financial services provided by local financial institutions/banks 
(licensed under the relevant financial legislation) are exempted from service tax effective from 1 January 2020.
 
It is proposed that service tax exemption be given to the following: -

▪ Recipients of digital payment services; and
▪ Local non-bank digital payment service providers (payment instrument issuers, merchant acquirers and 

payment system operators). 

The expiry date for existing service tax exemption for local financial institutions/banks be streamlined with the 
exemption period for local non-bank service providers as follows: -  

Effective Date: 
▪ 1 January 2020 to 31 July 2025 for local financial institutions/banks 
▪ 1 August 2022 to 31 July 2025 for local non-bank digital payment service providers

4.8 STRICTER CONTROL ON MOVEMENT OF IMPORTED CIGARETTE AND LIQUOR PRODUCTS

At present, import duty, excise duty and sales tax are imposed on all cigarettes imported for transhipment.

In order to reduce loss of revenue to the government, the Multi-Agency Task Force will impose stricter 
anti-smuggling measures.

4.9 IMPORT DUTY AND SALES TAX EXEMPTION FOR CCS

It is proposed that import duty and sales tax exemption on equipment for CCS technology be given to companies 
undertaking CCS in-house activities or CCS services.

Effective: 1 January 2023 [Note: Application to be made to the MOF]
 

4.0 INDIRECT TAXES (CONT.)
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5.0 OTHERS

5.1 IMPLEMENTATION OF TAX IDENTIFICATION 
NUMBER (TIN)

TIN was introduced during Budget 2022 as a 
measure to improve tax administration’s efficiency. 
It has then been implemented since 1 January 
2022.

From year 2023, individual citizens and permanent 
residents who reach the age of 18 will automatically 
be given TIN and such TIN would be made mandatory 
for all stamping documents and instruments involving 
Real Property Gains Tax and stamp duty.

Effective: 1 January 2023

5.2 INTRODUCTION OF E-INVOICING

The above initiative is targeted to be implemented in 
phases starting from year 2023 through a pilot project 
involving selected taxpayers. The e-Invoicing 
system will also support the use of TIN as a measure 
to broaden the income tax base.

Effective: Year 2023

5.3 GLOBAL MINIMUM TAX RATE OF 15%

In order to enable Malaysia to broaden its income 
tax base while remaining competitive in attracting 
foreign direct investment, the Government is committed 
to introduce the minimum tax rate at the global level as 
recommended under Pillar 2 of the Base Erosion 
and Profit Shifting (BEPS) Action Plan 1 and 
implement the Qualified Domestic Minimum 
Top-up Tax (QDMTT) upon completion of detailed 
study and discussion with the Organisation for 
Economic Co-operation and Development (OECD).

In brief, the global minimum tax (GMT) aims at 
imposing an effective tax rate (ETR) of 15% to 
multinational entities (MNEs) to ensure that each 
entity in the MNE pay their taxes fairly in the respective 
countries. 

In a situation where an entity in the MNE pays a 
lower ETR in any jurisdiction, a top-up tax will be 
imposed to bring the overall rate up to the minimum of 
15%. Meanwhile, the introduction of QDMTT is to 
ensure that any top-up tax on profits earned in 
Malaysia is collected in Malaysia. 

The above initiative is targeted to be implemented 
starting from year 2024.

Effective: Year 2024

5.4 EXPANDING THE SCOPE OF “PLANT”

Another important point is the proposed inclusion of 
intangible asset such as software as part of the 
definition of “plant” under Schedule 3 of the ITA 
1967, which has been excluded from the Budget 
2021 announcement and subsequent gazetted 
rules.

Effective: To be confirmed
  



5.0 OTHERS (CONT.)

RSM 2023 Budget Highlights | Page  22

5.5 EXTENDED PERIOD TO CARRY FORWARD 
UNABSORBED LOSSES FOR INDUSTRIES WITH 
LONG GESTATION PERIOD 

It is proposed that the existing time limit to carry 
forward unutilised business losses (i.e. 10 years) be 
extended for up to 20 years for companies operating in 
industries with long gestation periods such as forest 
plantation and hydroelectric projects. 

Effective: To be announced
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England and Wales (company number 4040598) whose registered office is at 50 Cannon Street, London, 
EC4N 6JJ.

The brand and trademark RSM and other intellectual property rights used by members of the network 
are owned by RSM International Association, an association governed by article 60 et seq of the Civil 
Code of Switzerland whose seat is in Zug. 

This article is not intended to provide specific business or investment advice. No responsibility for any 
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a result of any material in this website can, however, be accepted by the author(s) or RSM International. 
You should take specific independent advice before making any business or investment decision.

© RSM International Association, 2022
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