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In brief 

The Minister of Finance announced during the tabling of the Malaysia Budget 2019 that the Inland 

Revenue Board of Malaysia (IRBM) will implement a Special Programme for Voluntary Disclosure from 

November 3, 2018 to June 30, 2019. The Programme offers an opportunity for taxpayers to come 

forward and voluntarily disclose prior years’ under-reported income, including income received and 

remitted into offshore bank accounts.  

This Insight provides a high-level summary of the Programme, and the actions that taxpayers, and those 

with reporting obligations, should consider. 

 

In detail 

The launch of this Programme is 
in conjunction with Malaysia’s 
implementation of the 
Organisation for Economic Co-
operation and Development’s 
Common Reporting Standard 
(CRS), starting from September 
30, 2018, where Malaysia will 
receive automatic exchange of 
financial account information 
(of non-resident persons) with 
the tax authorities of a person’s 
country of residence.  
 
To provide clarity and details 
into the Programme, the IRBM 

released Operational Guidelines 
No 1/2018 on November 3, 
2018, which covers the method 
of implementation, the 
applicable period and penalty 
rates imposed during this 
period, and payment 
procedures. Below are some 
salient details from the 
Guidelines about the 
Programme:  

 Opened to all categories of 

taxpayers, for income 

unreported for any year of 

assessment (YA)  

 Covers income tax, 

petroleum income tax, and 

real property gains tax 

 Conditions for voluntary 

disclosure and penalty 

imposed under this 

Programme are final 

 Penalty rates applicable for 

voluntary disclosures (and 

cases currently under audit 

or investigation) occurring 

during the Programme 

period. 

 

 

http://lampiran1.hasil.gov.my/pdf/pdfam/GO_012018_02.pdf
http://lampiran1.hasil.gov.my/pdf/pdfam/GO_012018_02.pdf


Insights 

 
 
 

2 pwc 

 
Categories of 

voluntary 
disclosure 

 
 

Method of implementation 

Rate of penalty based 
on period of voluntary 

disclosure 

Nov 3, 2018 - 
Mar 31, 2019 

Apr 1, 2019 - 
Jun 30, 2019 

Payment deadline (on or before) Apr 1, 2019 Jul 1, 2019 

Taxpayers who are 
not registered with 
IRBM 

 Income tax number will first be 
registered 

 Taxpayers are required to file their 
tax return electronically or manually for 
the relevant YAs 

10% 
 
 

15% 
 
 

Taxpayers who are 
registered with 
IRBM but have not 
submitted the tax 
return for any YA 

 Taxpayers are required to file their 
tax return electronically or manually 
for the relevant YAs 

 

Taxpayers who have 
submitted the tax 
return but have 
not reported the 
correct income for 
any YA 

 Taxpayers are required to submit to 
the IRBM their voluntary declaration 
in writing via letter or e-mail 

 All voluntary disclosures and 

declarations made to the IRBM 

during the Programme will be 

accepted in good faith, without 

further review of the reported 

information. However, should the 

IRBM be made aware of additional 

undeclared income, and the 

taxpayer’s complicity for this 

omission, the penalties imposed 

will no longer be based on the 

Programme, but rather on the 

legislation at a minimum rate of 

80% and up to 300%.  These are 

the penalty rates that would be 

imposed by the IRBM for any 

voluntary disclosures made (or 

audits commencing) after the 

Programme ends on June 30, 

2019. 

 If a payment on any additional tax 

assessed during the Programme is 

not made by the respective due 

dates in the above table, an 

increase in tax will be imposed 

based on the prevailing provisions 

of the law, with legal action to be 

taken by the IRBM on the taxpayer.  

As employers, businesses are required 
to act in accordance with their 
employer tax obligations under the 
self-assessment system and be aware 
of the consequences of non-
compliance.  Hence, the reduced 
penalty rates offered under the 
Programme provide a chance for 
employers to review their tax 
reporting obligations and identify any 
risks or potential gaps arising from 
incorrect income reporting that would 
require immediate rectification.  

Actions to consider 

This Programme offers an opportunity 
for individual taxpayers and 
companies with globally mobile 
employees to come forward and 
rectify gaps arising from their 
respective obligations.  Such gaps may 
arise due to the following 
circumstances: 

 ‘Split payroll’ arrangements to 

manage compensation and benefits 

for an employee on a Malaysian 

assignment whereby income from 

the home country payroll is not 

included for Malaysian tax 

reporting; the Malaysian entity as 

the deemed employer may not be 

privy to this arrangement or the 

overseas compensation 

information. 

 Omission of equity income 

reporting and trailing reporting 

obligations by Malaysian deemed 

employers for employees who were 

granted equity awards/shares 

during their employment/ 

assignment in Malaysia that vest 

after they have left Malaysia. 

 Malaysian companies that deduct 

and remit corporate withholding 

taxes of 13% from payments made 

to non-resident contractors for 

services under contracts performed 

in Malaysia may assume that the 

withholding tax paid is final and no 

further tax reporting or individual 
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tax return filing is required for said 

employees. (This 13% rate is the 

advance 10% corporate tax in 

respect of the contractor and 3% in 

respect of the employees of the 

contractors who work in Malaysia 

under the work permit sponsored 

by the Malaysian company.) 

 Employees with no clear 

delineation on their dual or 

regional roles and who do not 

report the income derived based on 

days spent outside Malaysia, even 

though the roles and 

responsibilities discharged outside 

Malaysia are clearly incidental to 

Malaysian employment. 

 Malaysian companies or 

individuals who assume that tax 

treaty exemption is automatic 

without having to file a tax return 

in Malaysia together with 

substantiating documentary 

evidence. 

As a result, employers with globally 
mobile employees on assignments in 
Malaysia should take this opportunity 
to immediately review their 
assignment structures/employment 
models and perform a ‘health check’ 
into their payroll and income 
reporting processes. This will help to 
evaluate if there have been any 
reporting gaps in the past which 
would require immediate rectification 
and disclosure to the IRBM.  In this 
situation, they should consider taking 
advantage of the lower penalty regime 
offered under the Programme. 

The takeaway 

The Special Programme for Voluntary 
Disclosure throws another lifeline to 
employers and taxpayers to re-start 
with a clean slate. By quickly 
reviewing their tax obligations 
respectively and coming forward 
voluntarily to close any possible past 
income reporting gaps by June 30, 
2019, employers and employees would 

be able to minimize and manage any 
potential penalties and reputational 
risks. 

The stricter penalty regime after the 
special voluntary disclosure program 
is perhaps the clearest indication 
given to date that the Malaysian tax 
authorities are increasing their focus 
on compliance and enforcement. 
These penalties can be avoided if 
taxpayers and employers take greater 
effort to be more vigilant in ensuring 
that their respective tax obligations 
are complied with properly.   

Given the lower penalty regime 
offered under the Programme, 
employers are encouraged to quickly 
assess their assignment structure and 
policies together with effectiveness 
and accuracy of their payroll system in 
capturing compensation data for tax 
reporting.
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