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The following are the key updates:

• A Constituent Entity (CE) is allowed to claim substance-based income exclusion (SBIE) for its tangible 

assets which are reflected in the Balanced Sheet under property, plant and equipment (PPE) but not put 

in use during the financial year.

• A CE can claim SBIE for assets under work-in-progress reported in PPE.

• Reimbursements to employees for housing or transportation expenses are included in Eligible Payroll 

Costs.

• One MNE Group cannot appoint more than one Designated Local Entity to file the GloBE Information 

Return for different types of CEs within that MNE Group.

Updated FAQs on the 
implementation of GMT 

The Inland Revenue Board (IRB) has issued the 

FAQs on Implementation of Global Minimum Tax 

(version 5.0), updated as at 11 April 2025.

The FAQs are available on IRB’s website 

www.hasil.gov.my (International > Global 

Minimum Tax (GMT) > Frequently Asked 

Questions (FAQ) on GMT).

http://www.hasil.gov.my/
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The Income Tax (Exemption) Order 2009 provides income tax exemption to employees on the benefits of 

childcare allowance received from the employer. The amount of childcare allowance exempted is up to 

RM3,000 per year.

The Amendment Order now legislates the Budget 2025 proposal to expand the scope of such allowances 

exempted to include allowances provided in relation to care for elderly parents, adoptive parents and 

grandparents. Therefore, effective from year of assessment (YA) 2025, an amount of care allowance for child, 

parents, adoptive parents, or grandparents provided by an employer to an employee will be exempted up to 

RM3,000 per year.

Tax exemption on employee 
benefits on care allowances 

Following the announcement in Budget 2025, the 

Income Tax (Exemption) Order 2009 

(Amendment) Order 2025 (“the Amendment 

Order”) has been gazetted to amend the Income 

Tax (Exemption) Order 2009.



4 |  TaXavvy | Issue 11-20254 |  TaXavvy | Issue 11-2025

Existing incentive 

Resident persons engaged in selected services activities and successfully increase exports are eligible to 

claim tax exemption on income derived from the export of the following qualifying services:

i. Legal 

ii. Accounting 

iii. Architecture 

iv. Marketing 

v. Business consultancy 

vi. Office services 

vii. Construction management 

viii. Building management 

ix. Plantation management 

x. Private education

xi. Publishing services

xii. Information technology and communication (ICT) services

xiii. Engineering services

xiv. Printing services

xv. Local franchise services

The amount of exemption is equivalent to 50% of the value of increased exports to be set off against 70% of 

statutory income. 

Expansion of scope under the Amendment Order 

Integrated circuit design services are now added to the list of qualifying services. The Amendment Order is 

effective from YA 2025.

Expansion of increased exports 
incentive for qualifying services

Following the Budget 2025 announcement on the 

expansion of scope for the increased exports 

incentive for qualifying services, the Income Tax 

(Exemption) (No. 9) Order 2002 (Amendment) 

Order 2025 (“Amendment Order”) was gazetted 

on 14 April 2025.
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Deduction for pre-petroleum 
agreement expenditure

The Petroleum (Income Tax) (Deduction for 

Pre-Petroleum Agreement Expenditure) Rules 

2025 has been gazetted to provide deduction 

for qualifying pre-petroleum agreement 

expenditure incurred by persons carrying on 

petroleum operations.

The following are the salient points: 

Eligible person 

A person or a person who is a partner to a partnership who incurs a qualifying pre-petroleum agreement 

expenditure (i.e. expenses for data acquisition and seismic studies incurred in an area which is commissioned 

and verified by PETRONAS) and executes a petroleum agreement on or after 1 January 2024. 

Deduction 

The qualifying expenditure shall be incurred within a period of three years immediately preceding the 

execution date of the petroleum agreement.  

The deduction is allowed for a period of ten YAs commencing from the YA in which the chargeable person 

sells or disposes of the chargeable petroleum for the first time.  

Where a chargeable person carries on its petroleum operations under two or more petroleum agreements and 

the area under each petroleum agreement is contiguous, the period of ten YAs shall commence from the YA 

in which the chargeable person sells or disposes of the chargeable petroleum for the first time relating to the 

area under the petroleum agreement in which the qualifying pre-petroleum agreement expenditure is incurred.  

Any unclaimed qualifying pre-petroleum agreement expenditure cannot be transferred to another petroleum 

agreement. 

The amount of deduction for each YA is determined in accordance with a formula i.e. by dividing the qualifying 

pre-petroleum agreement expenditure by ten YAs. 

Non-application 

The deduction under the rules do not apply to PETRONAS, the Malaysia-Thailand Joint Authority, entities 

operating in the Joint Development Area, or those involved in agreement or arrangement made by the 

Government for the joint exploration and exploitation of petroleum in overlapping areas. 
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Labuan Amendment Acts

The following Amendment Acts were gazetted 

on 22 April 2025:

• Labuan Companies (Amendment) Act 2025

• Labuan Trusts (Amendment) Act 2025

• Labuan Foundations (Amendment) Act 2025

• Labuan Limited Partnerships and Limited 

Liability Partnerships (Amendment) Act 2025

There is no material difference between the Amendment Acts and their respective bills.

To recap, the main purpose of the amendment is to introduce new provisions relating to the reporting 

framework and disclosure of beneficial ownership information. Key points from the new provisions includes:

• Criteria for identifying beneficial owners.

• Requirements for a register of beneficial owners to be kept and lodged.

• Duty of the beneficial owners to notify when they become a beneficial owner and if there are any changes 

in their ownership information.

• Amendments on the following to be in line with the requirement of the OECD Forum on Harmful Tax 

Practices:​​

o In respect of Labuan trust, the provisions in relation to Malaysian property and income derived 

therefrom, which qualifies for tax rate provided under the Labuan Business Activity Tax Act 1990, 

are deleted. ​

o In respect of Labuan companies, amendments have been incorporated to allow a Labuan company 

to carry on business in any currency. 
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