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Under the Budget 2022 measure, a special one-off
tax which is called “Cukai Makmur” at the rate of 33%
is to be imposed on non-MSMEs* for the year of
assessment (YA) 2022 as follows:

Chargeable income Tax rate
1st RM100 million 24%
Every RM in excess of RM100 million 33%

At the same time, the tax exemption on
foreign-sourced income (FSI) received by any person
(other than a resident company carrying on the
business of banking, insurance, or sea or air
transport) under Paragraph 28, Schedule 6 of the
Income Tax Act 1967, was removed for Malaysian
residents from 1 January 2022.

The above raised concerns as to whether FSI which
is subject to Malaysian income tax will also be
subject to Cukai Makmur at the same time.

The Income Tax (Exemption) Order 2022 has been

gazetted on 5 April 2022 to provide exemption from

Cukai Makmur on the FSI received in Malaysia. The
Exemption order is effective for YA 2022.

*Refers to companies which are commonly referred to as
“micro, small and medium enterprises” or “MSMEs” which
qualify for the 17% preferential tax rate on the first
RM®600,000 chargeable income.

Income Tax (Exemption) Order 2022 - Salient points

Effective period

Exemption from Cukai
Makmur

Prescribed formula

Definition

It is effective to a company which has income received in Malaysia from
outside Malaysia (as defined) from 1 July 2022.

The portion of chargeable income in respect of income received in Malaysia
from outside Malaysia in the basis period for YA 2022 is exempted from the
application of Cukai Makmur (i.e. the 33% tax rate), computed based on a
prescribed formula (refer below).

The prevailing corporate income tax of 24% will be applicable to the amount
exempted from Cukai Makmur.

The portion of chargeable income to be exempted is computed based on the
prescribed formula as follows:

ABxC

A Statutory income in relation to 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

‘company” is a company incorporated or registered under the Companies
Act 2016 and resident in Malaysia.

‘income received in Malaysia from outside Malaysia” means income arising
from outside Malaysia which is brought into Malaysia.
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lllustration
The following is a high-level illustration on the application of the exemption and applicable tax rates on chargeable income:

Scenario 1 Scenario 2 Scenario 3 Scenario 4

RM (million) RM (million) RM (million) RM (million)

Gross income from foreign-sourced interest received from 1 July

2022 (Note 1? (205) (2053 (2553 (255)
Less: Deductible expenses

fSr;[)ar;c]u’;o\rJ)l/J ||;Z%r;§ E‘rAc;m foreign-sourced interest income received o5 o5 20 20
Statutory income from Malaysian-sourced business income (D) 95 115 115 115
Aggregate income (B) = (A + D) 120 140 135 135
Less: Approved donation - - - (5)
Chargeable income (C) 120 140 135 130
Portion of chargeable income exempted from Cukai Makmur 25/120x 120 25/140x 140 20/135x 135 20/135 x 130
[E = (A/B x C)] taxed @ 24% =25 =25 =20 =19
(P:cl)JLt;ci)nMc;‘k?:jrrg(ga_b:Ee)mcome subject to the determination of 95 115 115 111
- 1st RM100 million taxed @ 24% 95 100 100 100
- Amount in excess of RM100 million taxed @ 33% nil 15 15 11

Note 1
FSI received during the period from 1 January 2022 to 30 June 2022 is subject to tax at 3% on gross amount pursuant to Part XX of
Schedule 1 of the Income Tax Act 1967.

Tax exemption of FSI received by
companies and individuals

The Ministry of Finance has previously
announced on 30 December 2021 (refer
to TaXavvy 32/2021) that subject to
conditions, the following FSI received
from 1 January 2022 to 31 December
2026 (5 years) will be exempt from
Malaysian income tax:

e Dividend income received by
resident companies and limited
liability partnerships

e All classes of income received by
resident individuals, except for
resident individuals who carry on
business through a partnership.

The guidelines and legislation for the
above exemption are still pending.


https://www.pwc.com/my/en/publications/taxavvy/2021/2021-taxavvy-issue32.html
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