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A. BACK GROUND

TY TEOH International is regional chartered
accountants, tax, transfer pricing, valuation
and consulting group

W tyteoh.com
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The Global Incentives for Trading (GIFT) Programme is tax incentives to encourage the traders to use Malaysia as an
international base for specified types of commodities to be conducted on in, from or through Labuan, Malaysia.

Global Incentives For Trading (GIFT) Programme

Eligibility Entities

a) Labuan Entities licensed as a Labuan International Commodity Trading Company

(LITC).
b) Traditional commodities such as petroleum and petroleum-related products. The
specified trading of physical products and related derivative are as follows:-
i. Petroleum and petroleum-related products (including liquefied natural gas
(LNG);
ii. Mineral;
iii.  Agricultural products;
iv. Refined raw materials;
V. Chemicals;
Vi. Base minerals; and
Vii. Coal.
Incentive Commitment a) Minimum annual turnover of USD 50 million;
b) Substantial Activity Requirements for Labuan International Commodity Trading

Company (LITC) under the GIFT Programme :-

SINGAPORE | MALAYSIA | LABUAN | MYANMAR



™
TYTESH
international i# &

Strength Beyond Figures™

Labuan Entities Annual operating expenditures

Labuan International

Commodity Trading
Company.
i 5orless related LITC RM3,000,000 (USD 750,000) per entity in Malaysia
companies. (including minimum of RM100,000 (USD 25,000) in
Labuan).

ii. Everyincremental of 5 | pyv3 000,000 (USD 750,000) per entity in Malaysia

related LITC : . - .
companies. (including minimum of RM100,000 (USD 25,000) in
Labuan).

Local business spending including:-
e Freight charges
e Bank charges
e Commissions
e Depreciations
e Entertainment
e Insurance costs
e Professional fees
¢ Rental of office space
e  Skills development fund
e Telecommunications
e Transport and travel
e Utilities
e Warehousing and storage fees
e Manpower costs
e Office maintenance

Minimum number of full time employees in

Labuan Entities Labuan

Labuan International
Commodity Trading
Company

i. 5orlessrelated LITC 2 staff per group.
companies.

ii. Everyincremental of 5 Increase of 1 employee for every additional 5 LITC
related LITC companies.
companies.
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c) To employ at least three (3) professional traders who are tax residents of Malaysia.

Operational Requirements

LITC to have the following functions (but not limited to) in Malaysia:

Vil.
Viii.

Strategic management;

Banking;

Finance and treasury management;

Risk management;

Market research and product portfolio development;
Logistics management;

Global procurement;

Marketing and sales planning.

Location for consideration

Operating and/or marketing office can be based anywhere in Malaysia.

Incentives

Vii.

viii.

3% on audited chargeable profits;

100% tax exemption on director fees paid to a hon-Malaysian director;

50% tax exemption on gross employment income of non-Malaysian professional,
managerial including traders with LITC;

Tax exemption on dividends received by or paid from the LITC;

Tax exemption on royalties received from the LITC;

Tax exemption on interest received by residents or non-residents from the LITC;
Stamp duty exemption on all instruments for Labuan business activities, M&A of
Labuan entities and transfer of shares;

No sales tax and service tax;

The non-deductability rules under P.U (A) 375/2018 dated 31st December 2018
is not applicable to transactions between LITC and Malaysian resident (subject to
fulfillment of the tax substantial activity requirements).

B. SETTING-UP LITC COMPANY

Apply licence
with Labuan
FSA*

Approval from Incorporation of Commence

Labuan FSA* LITC business
obtained

* Labuan Financial Services Authority
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C. COMPARISION BETWEEN LABUAN GIFT PROGRAMME VS SINGAPORE GLOBAL TRADER
(GTP) PROGRAMME

GIFT (MALAYSIA)

Incentives

3% on audited net profit. No
renewal is required, provided
that the Substances
Regulations for LITC are met.

Reduced corporate rate of 5% - 10% on
qualifying trading income for renewable
period three (3) to five (5) years.

Qualifying commodities and
products:-

i Petroleum and
petroleum related
products, including
liguefied natural gas
(LNG);

ii. Mineral;

iii. Agricultural products;
iv. Refined raw materials;

V. Chemicals;

Vi. Base minerals; and
Vii. Coal.

Vii.
Viii.

Electronic and electrical products;
Consumer products;

Building and Industrial materials;
Industrials products;

Energy commodities and products;
Agricultural commodities and bulk
edible products;

Minerals;

Machinery components

Physical trade that qualify under
GTP:

Trans-Shipment Trade;

Offshore Trade;

Re-Export Trade (only the non-
value added portion of the trades

qualify).

Business transactions

Allowed to have transactions
with Malaysians for petroleum
and petroleum-related
products.

Transactions are only those with offshore
parties or other GTP companies

Operation cost

Lower cost of operation,
wages and rental.

High cost of operation, wages and rental.

Location

All States in Malaysia,
including Iskandar Malaysia

Singapore

Requirements

i Minimum annual turnover
of USD50 million;

ii.  Annual operating
expenditures of RM3
million (USD 750,000)
payable to Malaysian

Minimum annual turnover of USD100
million;

Minimum local expenditure of SGD
$3million (USD 2.3million); and
Minimum 3 trading professional
employed which involved in one of
the following sectors: risk
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residents in Ringgit management, procurement/sourcing
Malaysia; or sales and marketing.
iii. Minimum 3 professional
traders who are tax
residents in Malaysia.
Any person who intend to Well-established players engaged in
establish a Labuan entity to international physical trading on principal
Who can apply undertake international basis and have substantial operations in
commodity trading business. Singapore and meet stringent quantitative
criteria, including employment and local
expenditure.

Copyrights @ TY TEOH International. 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. TY TEOH International 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. TY TEOH International 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 publication.
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WHY TY TEOH INTERNATIONAL RAt4 %45 B E 5 ?

TY TEOH International is a leading regional chartered accountants, tax, transfer pricing, valuation and consulting firm with office presences
in Singapore, Malaysia, Labuan and Myanmar to provide a diverse spectrum of business solutions and consulting services to public listed
companies, Fortune 500 companies, multi-national corporations, local small and medium companies representing a cross section of major
industries.
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+ Registered Auditor of Public Company Accounting Oversight Board (PCAOB), USA
FE BT A et 2R A K R T

+ Registered Auditor with Accounting and Corporate Regulatory Authority (ACRA), Singapore
s v ARV A Ry W A

<+ Approved Auditor of Labuan Financial Services Authority (Labuan FSA), Malaysia
LSRG NV 294 ) < i I 557 B SR Ui

Member firm of SFAI - Top 20 International accounting network and association.

gSFAI SFAI EBRBRBRT - 211 A% R AT AR 20 K[ 52113 % e .

www.santafe-associate

WHAT WE OFFER AT IRS

+ Audit & Assurance 4+ BPO & Business Advisory =+ China Desk < Digital Transformation and Data Analytic
+ Family Office & Private Client Services =+ Financial & Transaction Advisory = Japan Desk + Malaysia Desk
+ Market Entry Advisory = Migration Advisory 4+ Myanmar Desk =+ Offshore Advisory + Risk & Governance
Advisory 4 Tax & GST Advisory =+ Transfer Pricing Advisory = Valuation Advisory
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Audit | Tax | Advisory
Transfer Pricing | Valuation Singapore Nl +65 682 00089

100+ 630+ 42000+ SINAGPORE | MALAYSIA

Countries Locations Professionals LABUAN | MYANMAR & @ o o
www-.tyteoh.com ’ ‘
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https://www.linkedin.com/company/tyteohinternational/
https://www.linkedin.com/company/tyteohinternational/
https://www.facebook.com/TYTEOHInternational
https://www.facebook.com/TYTEOHInternational
https://twitter.com/tyteohint
https://twitter.com/tyteohint
https://www.instagram.com/tyteohinternational/
https://www.instagram.com/tyteohinternational/
https://www.tyteoh.com/

