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Gazette Orders for Tax Incentives
for Late-Life-Assets Projects

The following gazette orders have been gazetted
and are effective from 1 January 2020:

1. Petroleum (Income Tax) (Accelerated Capital
Allowances) (Late-Life Assets Production
Sharing Contract) Rules 2022 [P.U.(A) 301/2022]

2. Petroleum (Income Tax) (Exemption) Order 2022
[P.U.(A) 302/2022]

3. Petroleum (Income Tax) (Adjusted Loss from Oll
or Gas Field Decommissioning Activity)
(Late-Life Assets Production Sharing Contract)
Regulations 2022 [P.U.(A) 303/2022]

Under Budget 2022, it was announced that the following tax incentives will be given to oil and gas companies to invest
and carry out Late-Life Assets (LLA) projects:

e  Accelerated capital allowance (ACA) within 2 years
e  Petroleum income tax at a rate of 25%
e Losses from decommissioning activities are allowed to be carried back and set-off against the income for 2

consecutive immediate preceding years of assessment (YAs).

Following the announcement, the enabling law (i.e. the gazette orders) for tax incentives for LLA projects have now
been gazetted. Salient points of the respective gazette order are as follows:

Incentive

Qualifying
conditions

P.U.(A) 301/2022

ACA on qualifying plant
expenditure

- Initial allowance: 20%
- Annual allowance: 40%

Signed an LLA production
sharing contract within the
period from 1 January 2020 to
31 December 2029.

Incurred qualifying plant
expenditure solely for the
purpose of carrying out a
petroleum operation in relation
to that LLA production sharing
contract.

P.U.(A) 302/2022

e Petroleum income tax exemption in
respect of statutory income derived
from petroleum operations in relation
to LLA production sharing contract,
as determined by a prescribed
formula. The amount exempt from
the prescribed formula effectively
reduces the applicable petroleum
income tax rate from 38% to 25%.

e Signed an LLA production sharing
contract with PETRONAS within the
period from 1 January 2020 to 31
December 2029.

P.U.(A) 303/2022

e Losses from oil and gas
field decommissioning
activities (defined) are
allowed to be carried
back to be utilised
against income of 2
consecutive immediate
preceding YAs.

e Signed an LLA

production sharing
contract within the
period from 1 January
2020 to 31 December
2029.
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P.U.(A) 301/2022 P.U.(A) 302/2022 P.U.(A) 303/2022
Others e Clawback of allowance if the qualifying assetis - e Any unutilised carry-back losses shall be
disposed of within 1 year from the date of its disregarded.
acquisition
Non-application e The Rules shall not apply to a chargeable person where the chargeable person - -

(a) has been granted accelerated capital allowance under the Petroleum (Income Tax) (Accelerated
Capital Allowances) (Marginal Field) Rules 2013;

(b) has been granted an investment allowance under the Petroleum (Income Tax) (Investment
Allowance) Regulations 2013;

(c) has been granted tax exemption on income from petroleum operations in a marginal field under
the Petroleum (Income Tax) (Exemption) Order 2013;

(d) has been granted accelerated capital allowance under the Petroleum (Income Tax) (Accelerated
Capital Allowances) (PETRONAS Marginal Field) Rules 2014 ;

(e) has been granted tax exemption on income from petroleum operations in a PETRONAS
marginal field under the Petroleum (Income Tax) (Exemption) Order 2014 ;

(f) has been granted an investment allowance under the Petroleum (Income Tax) (Investment
Allowance for PETRONAS) Regulations 2021;

(g) carries on petroleum operations in the Joint Development Area; or

(h) carries on petroleum operations in an area under any agreement or arrangement made by the
Government with any government of any territory outside Malaysia for the joint exploration and
exploitation of petroleum in overlapping areas.

For the purpose of the above gazette orders:
e abrownfield oil or gas field means an oil or gas field that has been developed and has reached a peak level of oil or gas production rate; and
e an LLA project is a brownfield oil or gas field and has an economic lifespan not exceeding 10 years commencing from the year the LLA production sharing contract is signed.
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Further Deduction on Costs of
COVID-19 Detection Test -
Amendment Rules

The Income Tax (Deduction for Expenses in
relation to the Cost of Detection Test of
Coronavirus Disease 2019 (COVID-19) for
Employees) (Amendment) Rules 2022
(“Amendment Rules”) has been gazetted and is
effective from YA 2021.

Background of the incentive

The Income Tax (Deduction for Expenses in relation to the Cost of Detection Test of Coronavirus Disease
2019 (COVID-19) for Employees) Rules 2021 provides that the costs of COVID-19 detection tests for
employees incurred within the period from 1 January 2021 and 31 December 2021, qualify for a further
deduction in computing the adjusted income from the business. The claim of the deduction shall be
supported by the receipt and certification issued by a registered medical practitioner (local or foreign) that
the detection test of COVID-19 has been provided to the employees.

Amendment

The Amendment Rules now includes in the scope of the further deduction for costs incurred from 1 January
2021 and 31 December 2021 in relation to cost of RT-PCR detection test incurred for employees. The claim
for tax deduction should be evidenced by receipt and result of the COVID-19 detection test issued by a
health facility (covering both private and public facilities) listed in the List of Laboratories Conducting
RT-PCR Test for Covid-19 to the COVID-19 Management Guidelines in Malaysia No. 5/2020 issued by the
Ministry of Health (MOH). The list can be found on the MOH’s website https://covid-19.moh.gov.my/ (Garis
Panduan > Garis Panduan KKM > Annex 4a).



https://covid-19.moh.gov.my/
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IRB’s Media Release on
Deferment of Payment of
Small-Value Withholding Tax

The Inland Revenue Board (IRB) has issued a
media release on 27 September 2022 on the
deferment of payment of small-value withholding
tax (WHT).

Following the notification to the Chartered Tax Institute of Malaysia (CTIM) on the allowance for deferment of
payment of small-value WHT (in respect of royalty, interest and special classes of income paid to
non-residents which does not exceed RM500 per transaction), the IRB has issued a media release on the
matter (please refer to TaXavvy 16-2022).

The details of categories of WHT involved, deferment period and eligibility criteria provided in the media
release are generally consistent with those which have been communicated to CTIM. Below are additional
information to take note:

° Form CP37 or Form CP37D shall be submitted together with the remittance of the deferred WHT.
Previously, the IRB has communicated to the CTIM that a ‘special’ WHT Form will be issued.

e  The date of payment to the non-resident person in the Form CP37 or Form CP37D shall be completed
by stating the date of payment/credit as ‘30 June’ or ‘31 December’ according to the period when the
payments are made to the non-resident persons as follows:

Period when payments are Due date for remittance of Date of payment to the

made to a non-resident deferred WHT non-resident person to be

during a year stated in the Form CP37 or
Form CP37D

1 June to 30 November On or before 31 December of 31 December of that year

(with effect from August 2022)  that year
1 December to 31 May On or before 30 June of that 30 June of that year
year

The media release is available on the IRB’s website www.hasil.gov.my (Home > Media Release 27
September 2022).



https://www.pwc.com/my/en/publications/taxavvy/2022/2022-taxavvy-issue16.html#download-section
http://www.hasil.gov.my
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Towards sustained
economic reS|I|ence

Monday, 17 October 2022 | 9:00am - 12:30pm
A webinar by PwC’s Academy

Date:
17 October 2022

Time:
9.00am to 12.30pm

Contact:
Fazlina Jaafar / Chow Xin Yi
(03) 2173 3830 / 0267

Email:
my_events@pwc.com

Online registration:
insights.pwc.my/budget-2023



mailto:my_events@pwc.com
https://insights.pwc.my/budget-2023
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