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The Honourable Finance Minister presented the 2021 Budget Proposals yesterday evening, the 6th of November.

It was heralded as being the largest ever budget spend in history, and to that end, was conceivably so given the

ravages of the pandemic of Covid-19 and the distress to our economy and that of our trading partners.

In a nutshell, I would categorise the Finance Minister’s proposals for 2021 and beyond in 3 main areas – that of

how to assist the Rakyat by enabling higher disposable incomes, particularly in the B40 and M40 categories,

attempting to invigorate the domestic economy through pump-priming in 2021, whilst also stimulating foreign

investment to spur longer term economic prosperity.

Of the planned expenditure of RM320 billion-plus, it was interesting to note that around 20% of the planned spend

was for development expenditure, with 73% approximately allocated for operating expenses. From an economic

expansion standpoint, our operating expenditure vs development expenditure ratio needs to be addressed. This

may be a huge task for any Finance Minister to address in the medium, or longer term even.

I note the planned large infrastructure projects that were mentioned by the Finance Minister, and have no doubt

that it will create multiplier effects and stimulate the desired economic growth. But a fact remains that it will come

at a cost, should we need to borrow, which we likely will need to, unless I am mistaken. We need to be mindful of

our credit ratings in the current environment and what that will entail.

Herein lies the dilemma that Malaysia is in – as much as we strive to move up the curve in terms of per capita

income levels and standard of living, we have painted ourselves into a corner, due partly to past sins and excesses.

The pandemic that we are undergoing teaches us the need to re-look at our fundamental economic and social

structures, including a holistic review of our economic policies. Within that context is the need for holistic reform of

our tax system, in order that our nation will be able to provide the sustenance that will create opportunities and

livelihoods for the people in the long term.

To this end, Baker Tilly is pleased to provide a snapshot of the 2021 Budget tax proposals, and it is my personal

honour to invite all of our clients and associates to our virtual seminar on the 17th November to provide deeper

insight and views on these and related matters.
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COVID-19 and Enhancement of the Rakyat’s Health 
and Disposable Income
COVID-19 related issues

Expansion of the 

tax relief scope for 

medical expenses 

to cover vaccination 

expenses such as 

pneumococcal, 

influenza, COVID-

19, etc. for 

taxpayer, spouse 

and child up to 

RM1,000.

Tax relief on 

expenses for 

medical treatment, 

special needs and 

parental care to be 

increased from 

RM5,000 to 

RM8,000.

Tax relief on medical 

expenses for self, 

spouse and child for 

serious diseases to be 

increased from RM6,000 

to RM8,000, including 

the tax relief for full 

medical check-up to be 

increased from RM500 

to RM1,000.

Expansion of tax relief to 

cover fees for attending up-

skilling and self-

enhancement courses in 

any field of skills 

recognised by the 

Department of Skills 

Development, Ministry of 

Human Resources that is 

limited to RM1,000 for each 

year of assessment.

Income tax 

exemption limit for 

compensation for 

loss of employment 

be increased from 

RM10,000 to 

RM20,000 for each 

full year of service. 
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COVID-19 and Enhancement of the Rakyat’s Health 
and Disposable Income
Disposable Income

Additional tax relief 

for taxpayer with 

disabled spouse to 

be increased from 

RM3,500 to 

RM5,000.

Tax relief up to 

RM8,000 on net 

annual savings in 

“Skim Simpanan 

Pendidikan 

Nasional” (SSPN) 

will be extended 

until year of 

assessment 2022.

Tax relief for 

lifestyle to be 

increased from 

RM2,500 to 

RM3,000, where the 

additional RM500 is 

allocated for sports 

related expenditure 

and subscription of 

electronic 

newspapers.

Income tax 

reduction by 1% for 

chargeable income 

band of RM50,001 

to RM70,000 for 

resident individuals.

Full stamp duty exemption on 

instruments of transfer and 

loan agreements for first time 

home buyers has been 

increased in terms of transfer 

value from RM300,000 to 

RM500,000 and the eligible 

period is extended until 31 

December 2025, for sale and 

purchase agreements 

executed between 1 January 

2021 to 31 December 2025.
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Assisting Domestic Entities

Wage Subsidy 

Program will be 

extended for 

another three 

months, with a more 

targeted approach, 

at a rate of RM600 

per month for 

workers earning 

RM4,000 and below 

and up to 500 

employees.

Further tax 

deduction on 

remuneration given 

for employers 

employing senior 

citizens is extended 

until year of 

assessment 2025.

Further tax 

deduction on 

remuneration given 

for employers who 

employ ex-convicts, 

parolees, 

supervised persons 

and ex-drug 

dependents is 

extended until year 

of assessment 

2025.

Tax incentives for 

the East Coast 

Economic Region 

Development 

Corridor, Iskandar 

Malaysia and 

Sabah 

Development 

Corridor will be 

extended until 

2022.

Income tax 

exemption for the 

export of private 

healthcare services 

will be extended 

until the year of 

assessment 2022.
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Assisting Domestic Entities

Stamp duty exemption on loan 

agreements and instruments of 

transfer given to rescuing 

contractors/developers and the 

original house purchasers is 

extended for another 5 years, 

for loan agreements and 

instruments of transfer 

executed between 1 January 

2021 to 31 December 2025 for 

abandoned housing projects 

certified by the Ministry of 

Housing and Local 

Government.

Existing tax incentives for 

Maintenance, Repair and 

Overhaul (MRO) activities for 

aerospace, building and repair 

of ships, Bionexus status and 

economic corridor 

developments slated to 31 

December 2020, will be 

extended until 2022.

Tax incentives for 

commercialisation of non-

resource based R&D findings, 

which was available to public 

research institutions and which 

ended on 31 December 2017, 

will be reintroduced and 

extended to private higher 

education institutions.

There were also measures 

proposed to expand tax 

incentives for companies to 

invest in Industrial Revolution 

4.0 and related technologies in 

the service sectors, but it is 

unclear whether these incentive 

would encompass local 

Malaysian companies.
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Attracting Foreign Investment and Talent

In line with incentives announced previously 

under Pelan Jana Semula Ekonomi Negara 

(PENJANA), the application period for the 

incentive to FDI and manufacturing 

companies relocating their businesses (and 

supply chains) to Malaysia will be extended 

for another 1 year until 31 December 2022. 

The scope of tax incentives will also be 

expanded to companies in the selected 

services sector including companies 

adapting Industrial Revolution 4.0 and 

digitalisation technologies. The 

concessionary tax rate range between 0% to 

10% for a period of 10 years.

Preferential tax rate 

of 0% to 10% for 

first 10 years and 

10% for subsequent 

10 years for 

manufacturers of 

pharmaceutical 

products (including 

vaccines) who 

invest in Malaysia

It is proposed that the criteria to 

be eligible for the Principal Hub 

incentives for foreign and local 

companies incorporated in 

Malaysia will be extended until 

31 December 2022. 

Additionally, a new tax 

incentive for the establishment 

of a “Global Trading Centre” will 

be implemented and offered a 

concessionary tax rate of 10% 

for a period of 5 years and 

renewable (if continue to meet 

the criteria) for another 5 years.

It was announced that a 

special concessionary 

income tax treatment at 

a flat rate of 15% for a 

period of 5 years to 

non-resident individuals 

holding key positions for 

strategic new 

investment by 

companies relocating 

their operations to 

Malaysia under the 

PENJANA incentive 

package.
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