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Coverage of this Alert Pursuant to the Finance Act 2021:

» Background
J » Theincome tax exemption on FSI received by any person (other

g g‘ié’epromts of the Exemption than a resident company carrying on the business of banking,
insurance or sea or air transport) was removed for all Malaysian-
resident taxpayers from 1 January 2022. A flat income tax rate of
3% will be imposed on the gross amount of FSI received in Malaysia
from 1 January 2022 to 30 June 2022. From 1 July 2022
onwards, the prevailing tax rate of the taxpayer would apply.

» A one-off corporate income tax rate of 33% (Cukai Makmur) will be
imposed on non-small and medium enterprises (non-SMEs) on
chargeable income above RM100 million for the year of assessment
(YA) 2022. Chargeable income of up to RM100 million will continue
to be taxed at 24%.

As highlighted in an earlier alert, on 30 December 2021, the Ministry
of Finance issued a press release stating that FSl received in YA 2022
will be excluded from the tax calculation for the purpose of the one-off
Cukai Makmur (see Special Tax Alert No. 1/2022). Following the
announcement, the Income Tax (Exemption) Order 2022 [P.U.(A) 96]
was gazetted on 5 April 2022.



Key points of the Exemption Order

The Order exempts chargeable income in relation to income received in Malaysia from outside Malaysia from the
application of Cukai Makmur for YA 2022. The exemption applies to companies! with income received in
Malaysia from outside Malaysia from 1 July 2022. The amount of chargeable income exempted is determined
based on the following formula:

A Statutory income in relation to the income received in Malaysia from outside Malaysia in the basis
period for YA 2022

B Aggregate income in the basis period for YA 2022

C Chargeable income of the company in the basis period for YA 2022

After taking into account the above exemption, the remaining chargeable income of the company up to RM100
million will be taxed at the prevailing corporate income tax rate of 24% and chargeable income exceeding
RM100 million will be subject to Cukai Makmur at the rate of 33%.

Chargeable income in relation to income received in Malaysia from outside Malaysia from 1 July 2022 and in
YA 2022, which is exempted from Cukai Makmur, will be subject to corporate income tax at the prevailing rate
of 24%.

Note:
As highlighted above, pursuant to Part XX of Schedule 1 of the Income Tax Act 1967, a flat income tax rate of
3% will be imposed on the gross amount of FSI received in Malaysia from 1 January 2022 to 30 June 2022.

1'a company which is incorporated or registered under the Companies Act 2016 and resident in Malaysia
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EY | Building a better working world

EY exists to build a better working world, helping create long-
term value for clients, people and society and build trust in
the capital markets.

Enabled by data and technology, diverse EY teams in over
150 countries provide trust through assurance and help
clients grow, transform and operate.

Working across assurance, consulting, law, strategy, tax and
transactions, EY teams ask better questions to find new
answers for the complex issues facing our world today.

EY refers to the global organization, and may refer to one or more, of
the member firms of Ernst & Young Global Limited, each of which is a
separate legal entity. Ernst & Young Global Limited, a UK company
limited by guarantee, does not provide services to clients.
Information about how EY collects and uses personal data and a
description of the rights individuals have under data protection
legislation are available via ey.com/privacy. EY member firms do not
practice law where prohibited by local laws. For more information
about our organization, please visit ey.com.

© 2022 Ernst & Young Tax Consultants Sdn. Bhd.
All Rights Reserved.

APAC no. 07003378
ED None

This material has been prepared for general informational purposes only and is
not intended to be relied upon as accounting, tax, legal or other professional
advice. Please refer to your advisors for specific advice.
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