THE POWER OF BEING UNDERSTOOD (0 |

RSM

AUDIT | TAX | CONSULTING

Overview of Malaysia Tax System

BRI BE A SR A
Updated June 2020
H5i 120204E6 1

1. Taxation System in Malaysia &4 Pi R Bl il

11  Taxrate Bi#%

Malaysia adopts the self-assessment system for all taxpayers and the assessment of income tax is
based on a current year basis.
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A company is required to submit for each year of assessment its corporate tax return to the Inland
Revenue Board of Malaysia (IRBM) within seven (7) months from the end of the relevant accounting
period. The statutory corporate tax rate is 24%. However, with effect from Year of Assessment 2020, a
Small and Medium Enterprise resident in Malaysia is taxed at the rate of 17% on the first RM600,000 of
the chargeable income of the company. The balance of the chargeable income is taxed at the rate of
24%.
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1.2  Payment of tax 4L

Every company is required to determine and submit an estimate of its tax payable to the IRBM for a
year of assessment, 30 days before the beginning of the basis period. The estimate of tax payable
must be paid over a 12-month installment scheme.
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Each monthly instalment is due and payable to the IRBM by the 15th day of the month. The balance of
tax (if any) should be remitted to the IRBM together with the tax return.
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Where a company first commences operation in a year of assessment, the company shall furnish the
IRBM with an estimate of its tax payable for that year of assessment within three months from the
date of commencement of business operations or the date the company commences to receive
income. However, a SME is not required to furnish an estimate of tax payable or make instalment
payments for a period of 2 years beginning from the year of assessment in which the SME commences
operations.
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2. Withholding Tax Fii1IE:

Certain payments to non-residents persons are subject to withholding tax.
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Withholding tax (at the rates applicable but subject to the provisions in the tax treaties concerned)
must be deducted from the following payments to non-resident persons and paid to IRBM within one
(1) month of paying or crediting the amount to the payees:-
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Type of Payment 3¢} Withholding Tax Rate
TnB Al
Interest Fli5, 15%
Royalty 5% / ik 10%
Non-resident contractor JEJEE /R
- Non-resident contractor, consultant or professional 10%
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- Expatriate and Foreign Employees of the above

Zeon ] 3%
YRR T RIS R
Rental of moveable properties &R P14 10%

Professional, technical, management services, etc for services
performed in Malaysia 10%
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Commission, guarantee fees, introducer’s fees and other
payments not mentioned above 10%
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The rate of tax may be varied in accordance with the Double Tax Agreements (DTA) which Malaysia has
signed with the countries concerned.
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3. Sales and Service Tax (“SST”) #5055 Fi

Sales tax and Service tax is a single tier stage tax which is charged and levied on taxable goods (i.e.
sales tax) and prescribed taxable services (i.e. service tax).
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