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FAQ in relation to Withholding 
Tax (WHT) on Payments Made 
to Agents, Dealers and 
Distributors

The Inland Revenue Board (IRB) has issued 
the FAQ on the deduction of tax at 2% on 
payments made to agents, dealers or 
distributors by a company under Budget 2022 
(the “FAQ”).  

The FAQ is available on IRB’s website 
www.hasil.gov.my (Legislation > Budget > 
2022).
  

The new Section 107D of the Income Tax Act 1967 (ITA 1967) provides that with effect from 1 January 2022, 
WHT at the rate of 2% is applicable on payments in monetary form made to agents, dealers or distributors, 
arising from sales, transactions or schemes (“in-scope payments”).  

The WHT is applicable on in-scope payments made to resident agents, dealers or distributors who are 
individual residents and who have received more than RM100,000 of such payments in monetary form and/or 
non-monetary form from the same company in the immediately preceding year of assessment (YA).

The tax withheld is to be remitted to the IRB within 30 days from date of payment or crediting the payment to 
the agent, dealer or distributor. Companies which fail to comply with this requirement will be subject to an 
increase in tax equivalent to 10% of the outstanding WHT and the underlying gross expenses which are 
subject to the WHT would be denied a tax deduction.

Deferment of remittance of WHT

To ensure that all companies which are liable to make payment (“payer companies”) are able to make 
appropriate preparations and notifications to their agents, dealers and distributors, the IRB has issued a 
media release on 12 January 2022 announcing that payer companies are allowed to defer the “remittance” of 
the WHT until 31 March 2022 where payer companies are allowed to remit the WHT related to payments for 
the months of January until March 2022 from 1 April 2022 without being subject to any increase in tax. Based 
on the media release, the payer companies are allowed to remit the 2% WHT on payments which are subject 
to Section 107D WHT for the months of January until March 2022 from 1 April 2022.  

The FAQ has now provided details on the deferment as follows [refer to item E(3) of the FAQ]:

  

  

Date of payment to the agent, dealer 
or distributor

Date of WHT remittance

From 1 January 2022 to 2 March 2022 Allowed to remit WHT to the IRB on 1 April 2022

On or after 3 March 2022 30 days from the date of payment to the agent, 
dealer or distributor

http://www.hasil.gov.my
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Deferment of remittance of WHT (cont’d) 

The above is illustrated in the following examples under item E(3) of the FAQ:

Payment of the WHT can be made by post or at the IRB’s payment centres in Kuala Lumpur, Kota Kinabalu or 
Kuching.  Remittance is to be made together with the declaration form (Form CP107D). (Note: The Form 
CP107D will be made available at the IRB's Official Portal)

Other salient points from the FAQ are as follows:

Date of payment WHT remittance period (30 days) Last date for WHT remittance

6 January 2022 7 January 2022 - 5 February 2022 1 April 2022

14 February 2022 15 February 2022 - 16 March 2022 1 April 2022

23 March 2022 24 March 2022 - 22 April 2022 22 April 2022

FAQ Reference
Scope of agents, dealers or distributors 
Includes a sole proprietor and an individual partner of a partnership (in respect of 
payments to the individual partner but excludes payments made to the partnership).  

Items B(2), B(3)

Income tax reference number 
Agents, dealers or distributors must have an income tax reference number.

Item D(4)

Applicability of Section 107D WHT
● Payments by way of credit notes, contra and discount are not subject to the WHT 
● The payer company is required to apply the WHT even though the agent, dealer or 

distributor is subject CP500 tax instalment payment. 

Items A(6), D(9)
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FAQ Reference
Determination of threshold amount

● Where the in-scope payments (monetary and/or non-monetary) made to an agent, dealer 
or distributor in a particular YA is more than RM100,000 (the “threshold amount”), the 
payer company is required to subject the in-scope monetary payments made to that 
person during the immediate subsequent YA to Section 107D WHT. The meeting of the 
threshold amount is to be determined on a YA-by-YA basis. In other words, whether 
payments made during a particular YA is subject to the WHT will depend on whether the 
threshold amount in the YA immediately preceding that particular YA has been met. 
The example below which is based on Item C(4) of the FAQ illustrates this test:

● The determination of the threshold amount does not take into account whether the 
resident individual is a resident or a non-resident in the preceding YA.

Items C(4), 
C(5)

Tax treatment for agents, dealers or distributors
The Section 107D WHT deducted is treated as payment of the tax payable of the agent, dealer 
or distributor.

Item D(8)

Other reporting by payer companies
The Section 107D WHT is also to be reported in the Statement of Monetary and Non-Monetary 
Incentive Payment to an Agent, Dealer or Distributor Pursuant to Section 83A of ITA 1967 (Form 
CP58). 

Item D(7)

YA Payments received by Agent 
A from a Company 

Company required to subject monetary 
payments made during the YA to WHT?

2021 RM90,000 n/a (Section 107D not yet in force) 

2022 More than RM100,000 No (threshold amount in YA 2021 not met)

2023 More/less than RM100,000 Yes (threshold amount in YA 2022 met)
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Incentive for Manufacturers of 
Pharmaceutical Products 

The Income Tax (The Incentive for Manufacturers 
of Pharmaceutical Products Scheme) Rules 2022 
(the “Rules”) has been gazetted. The Rules is 
effective from the year of assessment (YA) 2021.

It was announced under the Budget 2021 that a concessionary tax rate of 0% to 10% (for the first 10 years) 
and 10% for the next 10 years will be given to manufacturers of pharmaceutical products including vaccines 
(excluding fill and finish activity).  

The Malaysian Investment Development Authority (MIDA) has subsequently issued the Guidelines on 
Incentive for Manufacturers of Pharmaceutical Products Including Vaccines under the 2021 Budget (“MIDA 
Guidelines”) setting out the eligibility criteria and procedures for the application of the incentive (previously 
covered in TaXavvy 26/2021).  

Applications for the incentive are to be made to MIDA by 31 December 2022. 

Following the issuance of the MIDA Guidelines, the enabling law (i.e. the Rules) for the incentive has now 
been gazetted. Additional key matters to note under the Rules are as follows:

● The first capital expenditure (which is to be incurred by the qualifying company within 1 year from the date 
of the approval letter) shall exclude expenditure on land.

● The qualifying company must incur a minimum amount of annual operating expenditure (specified in the 
approval letter) in Malaysia. 

● Qualifying companies which fail to comply with any conditions imposed may surrender the incentive 
granted by a notice in writing to the Ministry of Finance (MoF) through MIDA. The surrender of the 
incentive shall have effect on the first day in the basis period of the YA in which the application for 
surrender is received by the MoF through MIDA.  

Recap on key conditions of the incentive 

The key conditions of the incentive are summarised in the following page.

https://www.pwc.com/my/en/publications/taxavvy/2021/2021-taxavvy-issue26.html
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● Must be engaged in manufacturing of pharmaceutical products including formulation in Malaysia 
(excluding fill and finish activity)

● Undertake development of drug formulation and the drug formulation to be submitted to the National 
Pharmaceutical Regulatory Agency (NPRA) in Malaysia within 10 years of the incentive approval

● Incur first capital expenditure (excluding expenditure on land) within 1 year of the approval date

● Commit full capital expenditure as stated in the approval letter within 5 years of its initial expenditure

● Must incur a minimum amount of annual operating expenditure (specified in the approval letter) in 
Malaysia

● Carry out R&D activities and establish collaborative programmes with higher learning institutions on 
related R&D programmes

● Value added for the product: at least 40%

● At least 20% of the company’s staff holds a degree in Science and Technical fields or Diploma

● At least 80% of the full-time employees are Malaysian and at least 15% of the total full-time employees 
with monthly basic salary of at least RM5,000 

● Undertake internship programmes with local universities and/or polytechnics or industrial training 
placement at TVET institutions for at least 6 Malaysian interns per year with a minimum training period of 3 
months throughout the incentive period

● Carry out annual CSR activities with at least one hospital or health institution in Malaysia
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