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Is Foreign Income Subject to Tax

for Individuals?

Malaysia generally operates on a territorial basis of taxation. Under
section 3 of the Income Tax Act 1967 (“ITA 1967”), income accruing
in or derived from Malaysia, as well as income received in Malaysia
from outside Malaysia where applicable, may fall within the
Malaysian income tax framework.

Key Takeaway

With effect from 1 January 2022, foreign-sourced income (“FSI”)
received in Malaysia by a Malaysian resident is, in principle, brought
within the scope of Malaysian taxation. However, specific
exemptions are available for qualifying resident individuals.

+«*» Foreign income received
in Malaysia may be
taxable, with specific
exemptions, conditions,
documentation, and
double-taxation relief
available.

For resident individuals, the key exemption is contained in the
Income Tax (Exemption) (No. 5) Order 2022 [P.U.(A) 234/2022], as
amended. The exemption generally covers foreign income received
in Malaysia, other than income from a partnership business in
Malaysia, subject to the relevant conditions.

What is “Income Received from Abroad”?

For purposes of the exemption order, “income received in Malaysia
from outside Malaysia” refers to income arising from outside
Malaysia which is brought into Malaysia. Accordingly, the distinction
between:

* income arising from Malaysia;
* income arising outside Malaysia; and
* whether the foreign income is actually received in Malaysia

is important in determining the Malaysian tax treatment.
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Examples of foreign income potentially relevant to an individual include:
« foreign employment income;

» foreign business or professional income;

« foreign dividends;

« foreign interest;

« foreign rental income;

« foreign royalties; and

 other income of an income nature.

Exemption for Resident Individuals

A resident individual may qualify for an exemption from Malaysian income tax on most types of foreign
income received in Malaysia under section 4 of the ITA 1967. However, this exemption does not apply
to income from a partnership business in Malaysia.

One of the main conditions is that the foreign income must generally have been subject to a tax similar
to income tax in the country where the income was earned. This condition may still be met in situations
where:

* Income tax or withholding tax was charged or paid in the foreign country;

No tax was charged because of the foreign country's tax system;

The income was below the foreign country's tax-free threshold;

The income was exempt from tax under a tax incentive; or

For certain foreign dividend income, the income was subject to tax at an underlying level or came from
profits that benefited from certain tax rules or incentives.

Duration of the Individual Exemption — Important Update

The original exemption order applied from 1 January 2022 to 31 December 2026. However, the Income
Tax (Exemption) (No. 5) Order 2022 (Amendment) Order 2024 amended the expiry date from 31
December 2026 to 31 December 2036.

Foreign Tax Credit — Where Malaysian Tax Arises

Where foreign income is not exempt, Malaysian tax may arise where the income falls within the Malay-
sian charging provisions. Where the same income is also subject to foreign tax, relief from double taxa-
tion may potentially be available under:

» section 132 ITA 1967, where an applicable double taxation agreement or the relevant statutory
conditions apply; or

* section 133 ITA 1967, for unilateral relief in appropriate circumstances.

For more details, please refer to :
Source : Inland Revenue Board of Malaysia (HASIL), Guidelines on Tax Treatment of Income Received from Abroad
(Amendment) HASIL — Income Tax Act 1967

This publication contains information in summary form and is therefore intended for general guidance only. No person should rely on the contents of the
aforesaid publication without first obtaining advice from a qualified professional person. ShineWing TY TEOH is not responsible for the results of any
actions taken on the basis of information neither in this publication, nor for any error in or omission from this publication. ShineWing TY TEOH expressly
disclaims all and any liability and responsibility to any person, whether a reader of this publication or not, in respect of anything, and of the consequences
of anything, done or omitted to be done by any such person in reliance, whether wholly or partially, upon the whole or any part of the contents of this

fhr il%ﬁﬁiﬂ

KUALA LUMPUR | JOHOR BAHRU | PENANG | LABUAN | MUAR | SITIAWAN | IPOH 2




# SW 1y resHsien

WHY ShineWing TY TEOH Aft AEFE XKD FEE ?

@zmh @715 @102 5%112000 @15th @ 7

Global Largest Global Revenue Offices across People including Malaysia Largest Offices across
Accounting Firm (USD’ Million) 21 Countries & Regions 640 Partners Accounting Firm Malaysia
IAB 2024 Year 2023 Year 2023 Year 2023 1AB 2024 Year 2024

§ PCAOB v Registered Auditor of Public Company
Accounting Oversight Board (PCAOB), USA Team Leaders &

v' Approved Auditor of Labuan Financial Members Credentials

Services Authority (Labuan FSA), Malaysia

\ B8] © v Approved Training Employers \i‘ ¢§:§§5§E§5Ts IS@A

Ai) PRAXITY Independent Member Firm of Praxity
CPA K mia
G e istinite of
= MEMBER OF THE .
Forum OF FIRMS’

4{o - v
ASEANCPA '\ Ao

SCTP* C,tl’ﬂ
WHAT WE OFFER {19 E W RS

l-\x F‘QUFI.SSIUNJ\I 5 "EILETREE WA SESTIRTE OF WALITEA CFP

National Association of
Certified Valuators and Analysts®

}\\{’.{ CFA Institute

+ Audit & Assurance -+ BPO & Business Advisory + China Desk - Digital Advisory -+ Family Office & Private
Client Services - Financial & Transaction Advisory -+ Japan Desk -+ Market Entry Advisory + Migration Advisory
<+ Labuan Offshore Advisory -+ Risk & Governance Advisory -+ Singapore Desk -+ Tax Advisory -+ Transfer Pricing
Advisory + US Desk - Valuation Advisory

+ it + FFNEE5EE + PERWERSE + BEEE + REDL2ERDBAEZFERS + 2URESHBER

+ BAEDWRSE + maEAZE + BRES + HEEFZE + NEEERAZESZE + FHMNKEWIRSER
+ #HBEE + BiEENSZE + =ERWRSE + HESZE

@ ﬁ @ @ G z o W shinewingtyteoh.com

Kuala Lumpur S T +603 780 55022  Johor Bahru &% T +607 5952299  Penang 123 T +604 296 6730 / +604 371 3318
Labuan 40/E 5 T +6087 599328  Muar fii} T +606 952 0205  Sitiawan STHKIT T +605 688 5112
Ipoh 1412 T +605 546 3388 Lo

KUALA LUMPUR | JOHOR BAHRU | PENANG | LABUAN | MUAR | SITIAWAN | IPOH 3


https://shinewingtyteoh.com/
https://shinewingtyteoh.com/
https://www.instagram.com/shinewingtyteoh/
https://www.youtube.com/channel/UC6IEzstNfkjj2_438lkWUYg?view_as=subscriber
https://www.linkedin.com/company/shinewingtyteoh/
https://www.facebook.com/ShineWingTYTeohLLP/
https://x.com/ShineWingTYTeoh
https://shinewingtyteoh.com/

