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Malaysia repeals
withholding tax
exemption on

income received from
approved MSC status
companies

On or after 1 January 2020, the current withholding tax exemption on certain
service fees, licensing fees and interest received from an approved multimedia
super corridor (MSC) status company will be repealed.

The Malaysia Digital Economy Corporation Sdn Bhd (MDEC) has announced that
the withholding tax exemption granted under Income Tax (Exemption) (No. 13)
Order 2005 (P.U.(A)102/2005) on the following types of income received by a
nonresident company from an approved MSC status company will be repealed:

» Fees for technical advice or technical services
» Licensing fees in relation to technology development
» Interest on loans for technology development

An approved MSC status company refers to a company that has been awarded
MSC status by MDEC and is engaged in a regional IT solutions hub, regional
internet exchange, regional data center, regional internet data center or regional
call center activity; and is located in Cyberjaya Park Malaysia (Phase 1), Malaysia
Technology Development Corporation Incubator 1 in University Putra Malaysia
or the Petronas Twin Towers.

The existing exemption is effective until 31 December 2019 and will be repealed
thereafter.
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Im p| ications Affected multinationals should also assess their exposure

to Malaysian withholding tax, taking into account existing
Multinationals engaged in transactions with approved MSC contractual arrangements (e.g., whether the burden of
status companies in Malaysia should review their current withholding tax has been shifted to the approved MSC
arrangements before the repeal of the existing exemption. status company) and the availability of relief under Malaysia’s

income tax treaties.

For additional information with respect to this Alert, please contact the following:

Ernst & Young Tax Consultants Sdn Bhd, Kuala Lumpur

Amarjeet Singh amarjeet.singh@my.ey.com
Anil Kumar Puri anil-kumar.puri@my.ey.com
Asaithamby Perumal asaithamby.perumal@my.ey.com

Ernst & Young LLP (United States), Malaysia Tax Desk, New York
Andrew Loh andrew.loh1®ey.com

Ernst & Young LLP (United States), Asia Pacific Bussiness Group, New York
Chris Finnerty chris.finnertyl@ey.com
Kaz Parsch kazuyo.parsch@ey.com
Bee Khun Yap bee-khun.yap@ey.com



EY | Assurance | Tax | Transactions | Advisory

About EY

EY is a global leader in assurance, tax, transaction
and advisory services. The insights and quality
services we deliver help build trust and confidence
in the capital markets and in economies the world
over. We develop outstanding leaders who team to
deliver on our promises to all of our stakeholders.

In so doing, we play a critical role in building a better
working world for our people, for our clients and for
our communities.

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.

For more information about our organization, please
visit ey.com.

© 2019 EYGM Limited.
All Rights Reserved.

EYGno. 001186-19Gbl

1508-1600216 NY
ED None

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

ey.com



