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Tax Highlights
On 11 October 2019, Minister of Finance Lim Guan Eng delivered 
the annual budget speech in the Dewan Rakyat (the “Budget 
Speech”). This is the second budget to be tabled under the 
Pakatan Harapan Government. The theme of the 2020 Budget 
Speech was “Driving Growth And Equitable Outcomes 
Towards Shared Prosperity”, consistent with the Shared 
Prosperity Vi-sion 2030. It mainly focuses on four matters: (i) 
driving economic growth in the new economy and digital era, 
(ii) investing in Malaysians by “levelling up human capital”, (iii) 
creating a united, inclu-sive and equitable society, and (iv) the 
revitalisation of public institutions and finances. 

Among the numerous proposals included in the Budget Speech, 
it is worth highlighting some that are particularly significant:

�	For Businesses: the Government intends to make Malaysia 
the “preferred destination for investments” by supporting 
businesses through the following proposals:
▪	Small and Medium Enterprises (“SMEs”) and Limited 

Liability Partnerships (“LLPs”) will benefit from a reduced 
corporate income tax rate of 17% on the first MYR 600,000 
of chargeable income;

▪	Some new tax incentives are proposed and others 
expanded/extended, mainly: strategic push to attract 
targeted Fortune 500 companies and global unicorns 
in high technology, manufacturing, creative and new 
economic sectors; incentives for Intellectual Property (“IP”) 
to enhance Research & Development (“R&D”) framework 
and encourage IP development activities; and incentives 
for Electrical and Electronics (“E&E”) to transition into 5G 
digital economy and industry; 

▪	Tax incentives in the tourism sector in preparation for Visit 
Malaysia 2020; 

▪	Regarding indirect taxes, the Government declared that 
it has no intention to reinstate Goods and Services Tax. 
Furthermore, to tackle major refund issues regarding Sales 
and Services Tax (“SST”), it intends to improve the existing 
facility to drawback sales tax paid for goods subsequently 
exported; and

▪	No new tax is introduced but the government confirmed 
that the 6% Digital Service Tax shall be implemented as 
from 1 January 2020.

▪	For Individuals: The government is keen to reduce wealth 
gaps and support the creation of a skilled workforce in 
Malaysia.

�	For resident individuals: the top marginal tax rate shall 
be increased from 28% to 30% on the portion of chargeable 
income exceeding MYR 2 million; 
▪	For non-resident individuals: the fixed income tax rate shall 

be increased from 28% to 30%; and

▪	The threshold on high-rise property prices in urban areas 
for foreign ownership shall be lowered from MYR 1 million 
to MYR 600,000 in 2020.

�	For administrative procedures: The Budget Speech 
highlights the government's com-mitment to simplify and 
make administrative procedures more efficient.
▪	A Tax Identification Number (“TIN”) shall be created as 

from January 2021; and

▪	The Special Commissioner of Income Tax (for appeals 
against decisions of the Direc-tor General of the Inland 
revenue Board (“IRB”)) (“SCIT”) and the Customs Appeal 
Tribunal (for appeals against decisions of the Director 
General of Royal Malaysian Customs Department 
(“RMCD”)) (“CAT”) shall be merged into a new Tax Appeal 
Tri-bunal.

The main Budget proposals announced by the Minister of 
Finance are summarized in the table herein below. This tax 
newsletter is solely based on the contents of the 2020 Budget 
Speech and its appendices. Where needed, Luther can provide 
you with further details in order to assist you in analysing the 
potential consequences of these changes for your company. 
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Luther Corporate Services Sdn. Bhd.

Luther Corporate Services, the Corporate Services arm of Luther lawfirm enables us to offer our clients a “one-stop” solution for 
all their business needs. Our accountants, company secretaries and tax consultants provide the whole range services, which 
our clients expect from such a one-stop concept, from corporate secretarial services, outsourced administration, payroll and 
accounting to tax compliance. We assist our clients comprehensively in all stages of a business lifecycle, from the formation of a 
business vehicle, to ongoing support and statutory compliance matters and to the dissolution of a company. 

Delhi-Gurugram, Kuala Lumpur, Shanghai, Singapore, Yangon 
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Pascal Brinkmann, pascal.brinkmann@luther-services.com 

Further contacts can be found on our website www.luther-services.com. 
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