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Operational Guidelines GPHDN 
5/2019 - Penalties

The Inland Revenue Board (IRB) has issued a 
new Operational Guidelines GPHDN 5 /2019 - 
Imposition of penalties under subsection 112(3) 
of the Income Tax Act 1967, subsection 51(3) of 
the Petroleum (Income Tax) Act 1967, and 
subsection 29(3) of the Real Property Gains 
Tax Act 1976, dated 16 October 2019. 

The new guidelines is effective from 1 October 
2019 and revokes Operational Guidelines 
GPHDN 1/2015 dated 5 March 2015, which 
only covered penalties under subsection 112(3) 
of the Income Tax Act 1967. 

The following tables set out the penalty rates for late filing and failure to file tax returns as provided in the new 
guidelines. The changes in penalty rates from the old guidelines are highlighted as well:

Late filing of tax return - penalty rates

*  Not covered under the old guidelines

Failure to submit tax return - penalty rates

The guidelines is available on IRB’s website www.hasil.gov.my (Legislation > Operational Guidelines)

Duration of delay in 
submission computed from 
statutory filing due date

Income Tax Act 1967 Petroleum (Income 
Tax) Act 1967*

Real Property Gains 
Tax Act 1976*

Old guidelines New guidelines

Within 12 months 20% 15% 15% 15%

More than 12 months to 24 
months 25% 30% 30% 20%

More than 24 months to 36 
months 30%

45% 45% 25%
More than 36 months 35%

Relevant law Old guidelines New guidelines

Income Tax Act 1967 Up to 3 times of the tax payable
45%

Petroleum (Income Tax) Act 1967
Not covered under the old guidelines

Real Property Gains Tax Act 1976 25%

http://www.hasil.org.my
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Minimum spending condition

This condition requires at least 50% of the income earned by the approved institution or organisation in a 
year to be spent in the following year for activities to achieve the institution’s or organisation’s objectives. 
The amended examples set out in the current appendices are now in line with this condition.  

Under the amended examples,  no minimum spending is required for year 1. Previously, the approved 
institution or organisation had to spend 50% of the income received in year 1 in the same year. 

For year 2 and subsequent years, the approved institution or organisation must spend at least 50% of the 
income received in the immediate preceding year.  

Hence approved institutions or organisations are relieved from the previous requirement of:
(i) determining  the minimum spending threshold of 50% on the aggregate of the unspent income 

brought forward from the previous year and income received in the current year; and
(ii) fully spending the unspent income brought forward from the previous year in the current year.

For other key matters of the guidelines, please refer to TaXavvy 8/2019 and TaXavvy 10/2019.  

Persons related to the institution or organisation

One of the criteria to qualify for a section 44(6) status is 
that more than 50%* of the members of the Board of 
Trustees / Board of Directors / committee members 
must consist of outsiders who are not related to the 
institution or organisation.  

The application checklists under the appendices now 
indicate that related persons also include registered 
members of a company limited by guarantee, 
organisations registered under the Registrar of 
Societies or a Body Corporate registered under the 
Trustees (Incorporation) Act 1952, as the case may be. 

Guidelines for approval of Director General of Inland 
Revenue under Subsection 44(6) of the Income Tax 
Act 1967 - revised

The IRB has updated its guidelines dated 5 September 2019 by reinserting and 
amending appendices on the minimum spending condition which were previously 
removed. The guidelines is available on IRB’s website www.hasil.gov.my 
(Legislation > Technical Guidelines).

https://www.pwc.com/my/en/publications/taxavvy/2019/2019-taxavvy-issue8.html
https://www.pwc.com/my/en/publications/taxavvy/2019/2019-taxavvy-issue10.html
http://www.hasil.gov.my
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