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New 1:3 Internship Policy to contribute to local talent development

Executive summary

Malaysia's Ministry of Human Resources (KESUMA) recently
introduced the 1:3 Internship Policy, under which impacted
Malaysian companies must recruit a certain number of students
as interns for each foreign national they employ.

Key developments

The 1:3 Internship Policy aims to balance the employment of
foreign nationals with local talent development. The policy
mandates that companies offer up to three internships under
the National Structured Internship Programme (MySIP) for
each foreign national they hire. These internships will be
available to Malaysian students of public and private higher
education institutions as well as technical, vocational education
and training (TVET) institutes. Impacted companies must meet
the ratios of internships provided further below for each
Employment Pass (EP) they sponsor, subject to a cap of 2%
of their total workforce (i.e., they are not required to recruit
additional interns under this policy if interns already account
for 2% or more of their workforce). The following ratios may
be adjusted based on the specific conditions of the company:
» Three internships for every EP | sponsored

» Two internships for every EP Il sponsored

> One internship for every EP Ill sponsored

The 1:3 Internship Policy will be applied only after the EP
application process is complete and it will not delay or otherwise
impact any processes relating to EP applications (e.g., processing
timelines, eligibility requirements). Once EP applications are
approved, companies will receive an invitation email from

TalentCorp (an agency under the KESUMA that is responsible
for driving Malaysia's talent strategy) to register on its MyNext
online portal. After activation of their account, companies
can post about the new internships they create under the 1:3
Internship Policy. These internships must last for a minimum
duration of 10 weeks, pay a monthly stipend of at least RM 500
(approx. USD 112.50) or RM 600 (approx. USD 135) depending
on the selected intern’s educational qualifications, and meet
all other requirements under the MySIP.

The pilot phase of the 1:3 Internship Policy began on 15 February
2025 and will remain in effect until 31 December 2025. During
this phase, the policy will be applicable only to EP I and EP Il
applications filed by companies categorized as Tier 1 or Tier
2 by the Expatriate Services Division (ESD). Once it is officially
implemented on 1 January 2026, the policy will expand to all
companies under the purview of the ESD as well as the Malaysia
Digital Economy Corporation (MDEC).

The following companies are exempt from the policy. The

authorities may update this list based on feedback received

during the pilot phase:

» Companies that have been operating in Malaysia for less
than two years

» Companies that have a Representative or Regional Office
in Malaysia

» Companies that receive tax exemptions from the government,
especially those operating in key sectors like digital and energy
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https://talentcorp.com.my/mysip-incentives/
https://www.mynext.my/
https://esd.imi.gov.my/portal/pdf/ESD_Online_Guidebook_V5_2024_(140824).pdf
https://esd.imi.gov.my/portal/pdf/ESD_Online_Guidebook_V5_2024_(140824).pdf
https://www.mida.gov.my/wp-content/uploads/2021/04/GD_RERO_31032021.pdf

Impact on employers

The new policy is expected to benefit Malaysia's future talent pipeline. Currently,
no specific penalty is being imposed on companies that do not comply with the

1:3 Internship Policy, as it primarily aims to encourage industry participation
in national talent development. However, companies that meet policy requirements

are likely to be given greater consideration for subsequent EP approvals. Employers
will not incur additional expenses under this policy, as MySIP will cover the costs
of internships, and companies will benefit from double tax deductions for

related expenses.

Key steps
EY will continue to monitor these developments. Should you have any questions,
we encourage you to contact one of our immigration professionals.

Irene Ang

Partner - People Advisory Services, Global Immigration
Tel: +603-7495-8306

Email: irene.ang@my.ey.com

Cynthia Wong

Associate Partner - People Advisory Services, Global Immigration
Tel: +603-7495-8129

Email: cynthia.wong@my.ey.com

Eunice Look

Director - People Advisory Services, Global Immigration
Tel: +603-7495-8225

Email: eunice.look@my.ey.com

Jehan Iskandar

Senior Manager - People Advisory Services, Global Immigration
Tel: +603-7495-8286

Email: jehan.iskandar@my.ey.com

2 Global Immigration alert

EY | Building a better working world

EY is building a better working world by
creating new value for clients, people,
society and the planet, while building
trust in capital markets.

Enabled by data, Al and advanced
technology, EY teams help clients shape
the future with confidence and develop
answers for the most pressing issues of
today and tomorrow.

EY teams work across a full spectrum of
services in assurance, consulting, tax,
strategy and transactions. Fueled by
sector insights, a globally connected,
multi-disciplinary network and diverse
ecosystem partners, EY teams can
provide services in more than 150
countries and territories.

All'in to shape the future with confidence.

EY refers to the global organization, and may refer
to one or more, of the member firms of Ernst &
Young Global Limited, each of which is a separate
legal entity. Ernst & Young Global Limited, a UK
company limited by guarantee, does not provide
services to clients. Information about how EY
collects and uses personal data and a description
of the rights individuals have under data protection
legislation are available via ey.com/privacy. EY
member firms do not practice law where prohibited
by local laws. For more information about our
organization, please visit ey.com.

Ernst & Young LLP is a client-serving member
firm of Ernst & Young Global Limited operating in
the US.

© 2025 Ernst & Young LLP.
All Rights Reserved.

EYG no. 001454-25Gbl

2101-3682263
ED None

This material has been prepared for general
informational purposes only and is not intended to
be relied upon as accounting, tax, legal or other
professional advice. Please refer to your advisors
for specific advice.

ey.com



