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In brief 

The recent 2014 Budget tabled by the Malaysian Government with the theme ‘Fulfilling Promises, 

Accelerating Transformation’ outlines several measures to reduce fiscal deficit. Specifically, the 2014 

Budget introduces a new broad based consumption tax – the Goods and Services Tax (GST).  

 

Outlined below are some key highlights from the 2014 Budget.  Global mobility program managers should 

assess how these measures will affect their assignees in Malaysia and prepare accordingly. 

 

In detail 

1. Announcement of the 
new GST 

The current sales and service 
tax will be abolished and 
replaced with the GST with 
effect from April 1, 2015 and 
the GST rate is fixed at 6%. 

Proposed GST model 

 
The proposed GST model will 
be implemented as follows:  

 GST will apply on value 

added activities from 

production stage to retail 

stage. 

 GST will apply on domestic 

and imported goods and 

services. 

 GST paid on business 

inputs will be known as 

input tax, while GST 

charged on supplies will be 

known as output tax. 

 Input tax credit to be 

recovered for businesses via 

an input tax mechanism. 

Threshold of RM500, 000 

Businesses making taxable 

supplies must register for GST 
if the annual sales turnover 
exceeds RM500, 000. 

However, businesses with 

annual sales turnover below 

the RM500, 000 threshold 
may voluntarily register for 
GST to optimize the recovery 
of input tax credit. 

Impact on employers 
 
Currently, GST would impact 
companies making taxable 
supplies.  This would potentially 
impact the delivery of employee 
benefits which may be subject to 
GST at 6% from April 1, 2015.  
There is a need to review the 
types of benefits given to 
employees, the corresponding 
GST treatment, and the internal 
processes involved in the 
provision of such benefits to 
employees to ensure compliance 
with the law. 
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2. Review of individual income tax rates 

 
In line with the introduction of GST at 6%, it is proposed 
that the existing tax rates for resident individuals be 
reduced by 1% to 3% and two new chargeable income 
bands be added above the existing highest income band 
exceeding RM100,000 with effect from Year of Assessment 
(YA) 2015 (calendar year 2015).  The new schedule for 
resident individuals is as follows: 

 

 

The tax rate for non-resident individuals is reduced by 1%, 
from 26% to 25% from 2015. 

Key impact on change in rates 

 
Companies still have more than one year to reconfigure and 
incorporate the new rates and chargeable income bands 
into their payroll systems for purposes of computing the 
monthly tax deduction. 

The corporate tax rate is proposed to be reduced from 25% 
to 24% with effect from YA 2016. 

3.  Monthly tax deduction as final tax 

Malaysian employers have statutory monthly payroll tax 
deduction obligation and at the same time individuals need 
to file a tax return annually to report the taxable income 
under the Self -Assessment Regime. 

With effect from YA 2014, employees whose total tax is 
equivalent to the amount of tax deducted under the 
Monthly Tax Deduction (MTD) system, can elect not to 
submit a tax return provided that: 

 the employee only receives cash based employment 

income; 

 tax is deducted and remitted under the MTD system; 

and 

 the employee has been serving under the same 

employer for a period of 12 months in a calendar 

year. 

Hence, the monthly tax deduction is the final tax paid for 
employees who make this election i.e., not to file a tax 
return. This does not impact expatriates who receive non-
cash employment income i.e., benefits in kind and/or tax is 
paid by the employer. 
 
 4. Relief for middle income taxpayers 
 
Since the new individual tax rates would go into effect in 
2015 in tandem with the new GST on April 1, 2015, as an 
interim measure to alleviate the tax burden and increase 
the disposable income of middle income taxpayer groups, 
especially those earning a monthly income between 
RM4,000 to RM8,000, it has been proposed that a special 
one–off tax relief of RM2,000 be given to resident 
individuals earning up to RM8,000 a month (aggregate 
income up to RM96,000 a year). 

5. Review of Real Property Gains Tax (RPGT) 

To further curb speculative activities which exert pressure 
on property prices, it is proposed that RGPT rates on the 
disposal of property and shares in real property companies 
be revised as follows effective from January 1, 2014: 

 

 

Chargeable 

Income 

 

Rate 

 

Tax 

Payable  

  RM   %   RM 

 On the first              5,000  

   

0  

 On the next            15,000    1                 150  

 On the first            20,000  

   

              150  

 On the next            15,000    5                 750  

 On the first            35,000  

   

              900  

 On the next            15,000    10              1,500  

 On the first            50,000  

   

           2,400  

 On the next            20,000    16              3,200  

 On the first            70,000  

   

           5,600  

 On the next            30,000    21              6,300  

 On the first          100,000  

   

           1,900  

 On the next          150,000    24              6,000  

 On the first          250,000  

   

           7,900  

 On the next          150,000    24.5              6,750  

 On the first          400,000  

   

           4,650  

 Above          400,000    25     
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 Proposed RPGT rates 

Disposal Companies Individual 
(Citizens & PR) 

Individual 
(non-
citizen) 

Within 3 years 30% 30% 30% 

In the 4th years 20% 20% 30% 

In the 5th years 15% 15% 30% 

6th and 
subsequent 
years 

5% 0% 5% 

 

The proposed revision of the RPGT rates is intended to 
ensure stable housing prices and to control excessive 
speculative activities in the real property market. 

The takeaway 

Global mobility program managers with assignees and 
operations in Malaysia should assess how these new rules 
may impact their programs and prepare accordingly before 
the 2015 effective date.  

For example, managers should review the types of benefits 
given to employees and their corresponding GST 
treatment.  They should consider how their payroll systems 
will change given the individual tax rate changes.  And, 
they should review the specific cost impact on assignees 
who may be eligible for the middle income taxpayer relief 
and those that must pay RPGT. 
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SOLICITATION  

This content is for general information purposes only, and should not be used as a substitute for consultation with professional advisors. 

 

Let’s talk   

For a deeper discussion of how this issue might affect your business, please contact: 

 

Sakaya Johns Rani  
+603-2173 1553 
sakaya.johns.rani@my.pwc.com   

Hilda Liow Wun Chee  
+603-2173 1638 
hilda.liow.wun.chee@my.pwc.com 

Lim Phing Phing  
+603-2173 1651 
phing.phing.lim@my.pwc.com 

   

mailto:sakaya.johns.rani@my.pwc.com
mailto:hilda.liow.wun.chee@my.pwc.com
mailto:phing.phing.lim@my.pwc.com

