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Introduction
Welcome to the PayrollPanda guide to Malaysian payroll. In 
this guide you will find a step-by-step guide on the do’s and 
don’ts of Malaysian payroll.

Included among the topics are the different types of compen-
sation, statutory deductions and employer contributions, as 
well as payroll forms.

After completing this payroll guide you will know the basics of 
Malaysian payroll and will be able to accurately run payroll for 
your company.
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Types of Employment

Full-Time Workers
• Working hours are as specified in the employment contract. According to the 

Employment Act, working hours are limited to 48 hours per week.

Part-Time Workers
• The normal hours of work of a part-time employee shall be seventy percent 

of the normal hours of work of such full-time employee. 

• They have the same rights as full-time employees.

“These regulations may be cited as the Employment (Part-Time Employees) 
Regulations 2010, “normal hours of work” means the hours of work as agreed in 
the contract of service or as determined under regulation 4, as the case may be.”

Contract Workers
• An employment for a fixed period of time. Working hours, remuneration and 

other benefits should be stated in the contract.

Freelancers
• Project-basis. Freelancers are generally hired to solve a short-term problem 

and are often paid based on the number of hours worked. They are not 
considered as employees and statutory deductions are not required. 
Withholding tax may apply in some cases if the freelancer is not a tax resident 
in Malaysia.
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Types of Compensation
2.1 Basic Salary 

2.1.1 Part Month 

A basic salary is usually set as an amount of money paid on a monthly basis. What 
happens if the employee starts or ceases work partly through a month? Employers 
will usually use either of these methods to prorate the employee’s salary;

Calendar Days

Count the number of calendar days in the month 
from the date the employee starts work, multiply 
by the basic salary and divide by the number of 
calendar days in the month

Workdays

Count the number of workdays (including public 
holidays) in the month since starting work, multi-
ply by the basic salary and divide by the number of 
workdays (including public holidays) in the month 
(usually around 22 if working 5 days a week and 
26 if 6 days a week)

*Example shown in section 2.1.4

2.1.2 Unpaid Leave 

If the employee takes unpaid leave then an amount equivalent to the period 
of leave should be deducted from the gross salary. This is usually calculated 
as follows:

• The number of workdays (including public holidays) in the month;

• around 22 if the employee works 5 days a week.

• Around 26 if they work 6 days a week. 

• It is also possible to use the average figures of 22 and 26 for the workdays



7

Did You 
Know?

In PayrollPanda, there are 3 options of number of 
days to choose from for automatic Unpaid Leave, 
Prorated Salary and Overtime Calculations!

2.1.3 Overtime 

The basic salary will usually be based on a fixed minimum number of hours as 
defined in the employee’s contract of employment. In some instances (including 
if the employee’s monthly basic salary is less than RM 2,000), the employer will 
pay overtime to employees who exceed these minimum hours. 

The minimum guideline for overtime pay is 1.5 x hourly rate of pay for normal 
workdays, 2 x hourly rate for rest days and 3 x hourly rate for public holidays.

The hourly rate can be calculated as follows: gross monthly salary / number 
of contractual hours per day / 26 days. The formula based on 26 days is the 
minimum hourly rate according to the Employment Act but employers can pay 
a more favourable rate, eg based on 22 days for those working 5 days a week. 
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2.1.4 Basic Salary Example 

A new employee, Ms Mei, has joined this month:

• Joining date: 5 March 2018

• Basic salary: RM 3,600

• Contractual terms: 8 hours / day - 5 days / week - overtime to be paid

Using Workdays Method Using Calendar Days Method

Did You 
Know?

“In PayrollPanda, Overtime can be calculated 
automatically with just a simple click! It is based on 
the hourly wages times the OT multiplier.”

Part-month salary = 3,600 (basic salary) x 20 
(the number of days worked) / 22 (the number of 
workdays in the month) = RM 3,272.73

Part-month salary = 3,600 (basic salary) x 27 (the 
number of calendar days since starting work) / 31 
(total days that month) = RM 3,135.48



9

Miss Mei took 1 day of unpaid leave that month to settle her  
new accommodation

• Unpaid leave to be deducted from gross pay = 3,600 x 1 (day of unpaid leave) 
/ 22 (number of workdays in the month) = RM 163.64

The next month she worked overtime of 6 hours during normal work 
days to catch up with some work

• Hourly rate = 3,600 / 21 (workdays in the month) / 8 (daily working hours)  
= RM 21.43 / hour

• Overtime = 21.43 x 1.5 (multiplier) x 6 (overtime hours) = RM 192.87

If the employee receives certain fixed allowances every month, these may also be 
included in all the calculations above by adding them to the basic salary.

2.2 Incentive Pay 
Incentives are performance-related payments and include:

Bonuses Usually paid quarterly or annually

Commission Usually paid monthly and based on sales

Gratuity (or tip) Paid to service workers

Profit Share 
Payments dependent on company profitability 
(can also consist in share)

Incentive cash payments will be included in the employee’s payslips to make up 
total gross pay.
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2.3 Perquisites and Benefit in Kinds (BIKs) 
Most people are familiar with what the terms basic salary, bonus, overtime or 
commission represent, but can you tell the difference between a perquisite and 
a benefit-in-kind? 

• Perquisites are benefits in cash or in kind which are convertible into money.

• Benefits-in-kind are not convertible into money.

Example 1

Gardener - If an employer provides an employee with a 
gardener who is employed by the employer this will be a 
benefit-in-kind. But if the employer gives a sum of money for 
the employee to employ a gardener then that is a perquisite.

Example 2

Recreational club membership - If the employee enjoys 
the club facilities under a corporate membership owned 
by the employer then you have a benefit-in-kind, but if the 
employer pays for the employee’s individual membership 
this will be a perquisite.

2.3.1 Perquisites 

• Perquisites are benefits in cash or in kind which are convertible into money. 
Examples include gift vouchers, petrol allowance, driver employed by the employee 
but paid for by the employer, professional subscriptions. 

• Perquisites which consist of cash payments will usually be included in the payslips 
unlike non-cash perquisites. So, if the driver is paid directly by the employer this 
will not appear in the employee’s payslips, but if the employee pays the driver 
then the employer will make cash payments to the employee to cover the cost and 
these payments will appear in his payslips to make up total gross pay.
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As we will see later on, perquisites (whether they appear on the payslips or not) 
may affect the amount of statutory deductions payable by the employee.

2.3.2 Allowances

A type of perquisite which are usually fixed monthly cash payments for 
specific purposes.

Example

• Attendance Allowance 

• Traverlling Allowance

• Phone Allowance 

Allowances may be paid to cover certain expenses the employee incurs during 
the performance of his employment duties. Paying allowances removes the 
administrative burden on the employer and the employee of keeping a record 
of their expenses as is the case when employees are reimbursed business ex-
penses based on the employee claiming actual expenses incurred.

As allowances are cash payments, they will be included in the payslips to arrive 
at the employee’s total gross pay.

Did You 
Know?

In PayrollPanda, if the Allowances do not change on a month-
to-month basis, you can add them as a Monthly Recurring Item. 
They will automatically be added in the payroll every month for 
that employee!
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2.3.2 Benefits in Kinds (BIKs)

BIKs are benefits which are not convertible into money. Common examples in-
clude company car, driver or phone provided by the employer, medical benefit. 
As they are not cash payments, BIKs will usually not appear on the employee’s 
payslips but the value of a BIK may need to be determined for tax purposes.

Two methods may be used to determine the value of BIK

Formula Method Prescribed Value Method

Annual value of BIK = cost to the employer of 
the asset / prescribed average lifespan of the 
asset (as per LHDN ruling)

Prescribed values are as per the LHDN ruling

The prescribed average lifespan should be used 
even if the asset is not new.

In the case of a motorcar more than 5 years 
old, the prescribed value is reduced to half.

In the case of motorcars, annual value of BIK 
= cost to the employer of the car / 8 years 
(prescribed lifespan for motorcars) x 80%, as 
an abatement of 20% is given deemed to be 
the value of the motorcar when it is returned to 
the employer

Prescribed value is based on the cost of the 
motorcar when new

When using this method, the value of the BIK 
may be reduced if the BIK is used for less than 
a year, shared with another employee or used 
for business.

 If this method is used, the BIK cannot be re-
duced for business usage.

Example

Mr John receives the following BIKs:

Fridge which cost the 
employer RM 2,000 and 
provided for April  
to December

Annual value of BIK = 2,000 
/ 10 (prescribed average life 
span) = RM 200

Value of BIK for the period 
provided = 200 X 9/12 = RM 150
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Two-year old company car 
which cost the employer 
RM 80,000 (value when new 
RM 105,000)

Annual value of BIK (formula 
method) = 80,000 x 80% / 8 = 
RM 8,000

Annual value of BIK (prescribed 
method) = RM 5,000 (based on 
RM 105,000)

If the business usage of the car is 60% then the value using the formula method 
will be reduced to 8,000 x 40% = RM 3,200. The value as per the prescribed 
method will remain the same as there is no deduction allowed for business 
use. Sufficient records must be kept by the employee to substantiate claims of 
business use in case of an audit.

Also note that if petrol is provided by the employer together with the motorcar 
then the same method must be used to value the car and the petrol. The value 
used for the formula method will be the cost of the petrol and it can be reduced 
for business use or if the employee contributes to the cost of the petrol - these 
reductions are not available when using the prescribed value method.

2.4 Living Accommodation 
The rules explaining how to calculate the value of living accommodation (VOLA) 
are set out in detail in a separate ruling issued by LHDN. The general rule is that 
VOLA is calculated as follows;

The general rule is that VOLA is calculated as follows:

Whichever  
is lower

Defined value of the living accommodation (usually 
the market rent);

 OR

30% of the gross income from employment (including 
wages, allowances, perquisites but not benefit-in-kind 

and share options perquisite);

Different rules apply to directors of controlled companies or employees living in 
specific accommodation like hotels or plantations.
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Example

Ms Lina receives a gross income of RM 150,000 a year. She is also provided with accommodation 
which her employer rents from the landlord for RM 4,000 a month

VOLA is  
lower of

30% of 150,000 (45,000)
Defined value of 4,000  

x 12 (48,000)
RM 45,000AND

The defined value can be adjusted if the employee shares the accommodation 
or if the employer uses part of the premises. 

So, in the above example if Ms Lina shares the accommodation with another 
employee, the defined value becomes 48,000 / 2 = 24,000 and this will become 
the lower value and therefore the value of the benefit. 

VOLA will also be adjusted if the premises are occupied for part of the year only 
or if the employee pays some rent to the employer.
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Statutory Deduction  
& Employer Contribution                                                              
3.1 PCB
PCB stands for Potongan Cukai Berjadual. They are monthly income tax deduc-
tions required by the Inland Revenue Board (LHDN) and meant to spread the 
burden of income tax over the year rather than it being payable in one lump 
sum after the year end.

Certain perquisites or BIKs received by an employee are exempt from PCB and 
so are not part of the taxable income of that employee. These are exemptions.

Certain payments made by an employee for particular purposes can be deduct-
ed from the taxable income of that employee. These are deductions.

3.1.1 Exemption

Most compensation items are liable to PCB, but certain perquisites and BIKs are 
either fully or partially exempt:
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Payroll Category Example

Allowance

• Travelling

• Petrol

• Toll payment
* Exempt up to RM 6,000 per year if travel is for official duties; more than RM 
6,000 if records are kept

Communication

• Mobile phone

• Gift of fixed line telephone, pager, PDA 
(Limited to 1 unit per category of asset)

• Monthly bills for subscription of broadband, telephone, 
mobile, pager and PDA 

(limited to 1 line per category of asset)

Parking
• Parking rate and parking allowance
* restricted to the amount actually spent

Meal 
• Meal allowance
*restricted to the actual amount spent

Subsidiary  
(Interest of Loan)

• Housing 

• Education 

• Car 
*if the amount of loan does not exceed RM 300,000

Childcare • Exempt up to RM2,400 per year (children up to 12 years old)

Perquisite
• In respect of certain awards (e.g., excellence, innovation, 

long service awards) - RM2,000
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It should be noted that the exemptions above are not available to employees 
who exercise control over their employer (ie they are the owner or partner or 
the affairs of the company are conducted according to their wishes due to their 
shareholding or voting power).

Also note that the amount chargeable to tax in respect of payments by the 
employer can be reduced if the employee makes use of such amenities in the 
performance of his official duties, on the condition that such official duties can 
be substantiated with a certification by the employer.

3.1.2 Deduction 

Certain deductions are available based on the employee’s marital status, number 
of children, or certain payments the employee made during the year and which 
can be claimed as a deduction up to certain limits. The amounts are deducted 
from taxable income to arrive at the employee’s chargeable income.

PCB Deduction Amount

Personal Tax Relief RM 9,000

Disabled Persons RM 6,000

Spouse has no income RM 4,000

Spouse is disabled RM 3,500

For each child under 18. Deduction can all 
be claimed by one parent (100%) or by both 
parents (50%).

RM 2,000

Further deductions for children in higher edu-
cation/ disabled children in higher education.

RM 8,000/RM 14,000

EPF contribution [up to RM 4,000] and life 
insurance [up to RM 3,000].

RM 7,000

SOCSO contribution RM 250
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PCB Deduction Amount

Lifestyle relief RM 2,500

Either Medical or Carer expenses for par-
ents included in Malaysia OR a personal de-
duction of RM 1,500 for each parent above 
60 years old with an income not exceeding 
RM 24,000 per annum.

RM 5,000

Basic supporting equipment for a disabled 
person (their spouse, parent)

RM 6,000

Certain higher education fees for self. RM 7,000

Complete medical examination for the em-
ployee, spouse or child.

RM 500

Medical expenses for certain serious diseas-
es for the employee, spouse or child.

RM 6,000

Fees to childcare centres or kindergartens. RM 1,000

Breastfeeding equipment that can be 
claimed by women employees every 2 years.

RM 1,000

Payment of alimony to former wife. RM 4,000

Education and medical insurance premiums. RM 3,000

Did You 
Know?

In PayrollPanda we have 70+ preset payroll items, 
all setup according to the statutory regulations. Plus 
you can setup your own custom payroll items!
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3.1.3 Calculation 

Income tax is based on residence and not nationality. If an employee spends less 
than 60 days in Malaysia, they are exempt from income tax and therefore PCB. 
If the employee is considered non-resident (broadly if they spend less than 182 
days in Malaysia or less than 90 days per year over 4 years) they will be taxed at 
a flat rate of 28% and not be entitled to the tax deductions enjoyed by residents. 
Residents are taxed at a graduated rate of 0% to 28%. Let’s have a look at how 
to calculate PCB for employees who have residence status in Malaysia. 

Many HR staff preparing payroll use the MTD table (Jadual PCB) to determine the 
PCB amount for each employee. That table is based on an employee having the 
same salary throughout the year, so in many cases where salary varies or the 
employee starts or changes employment during the year the amount will not be 
an accurate reflection of the actual PCB. 

The calculation consists in estimating the annual taxable income of the em-
ployee, then deducting allowable deductions mentioned earlier in the course, 
and applying the tax rates to that chargeable income. The tax rebates and PCB 
already paid in previous months are deducted and the remaining PCB spread 
out over the current and remaining months.
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The steps for calculating PCB are as follow:

Step 1
Calculate chargeable income for the year  

(not including additional remuneration for the month)

Step 2 Apply tax rates

Step 3 Apply tax rebates and deduct PCB already paid in previous months

Step 4 Calculate PCB for the current month

Step 5 Calculate PCB on additional remuneration

Step 1

Taxable income for previous months in the current year, including income from 
any previous employment if the employee has joined during the year (do not in-
clude the salary items mentioned above which are exempt from PCB, unless the 
limit for that item has been exceeded), and net of EPF employee contributions 
up to a maximum of RM 6,000).

• Add taxable income for this month (again do not include exempt items and deduct 
EPF contributions for the month without exceeding RM 6,000 in total - also only 
include items which are recurring every month, not one-off items like bonuses)

• Add estimated taxable income for the rest of the year (take the taxable income 
for this month as calculated above and multiply by the number of months left 
in the year; again, ensure the RM 6,000 EPF deduction annual limit and annual 
limits of other exempted items like travel allowance are not exceeded)

• Minus deductions (including individual deduction of RM 9,000 and any spouse/
children deduction or other deductions mentioned above both for previous 
months and for this month, including SOCSO employee contributions up to 
RM 250). 
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Tax on additional remuneration (e.g. bonus) for the current month is calculated 
separately as will be shown later so it is not included at this stage in the charge-
able income.

Example of chargeable income calculation:

• Payroll month: October 2018

• Date Mr Lim joined: 1 April 2018

• Married (spouse working), 1 child (100%)

Salary for October 2018

Basic RM4,000

Travel Allowance 
RM300 (Exempt)

EPF (Employee) 
RM440

SOCSO (Employee) 
RM20

Previous salary from 
previous employment 

(Jan - March 2018)

Basic RM9,900

Bonus RM1,000

Travel Allowance 
RM900 (Exempt)

PCB RM20

EPF (Employee) 
RM1,200

SOCSO (Employee) 
RM45

Previous salary from 
current employment 

(Apr - Sept 2018)

Basic RM24,000

Bonus 2,000

Travel Allowance 
RM1,800 (Exempt)

PCB RM30

EPF (Employee) 
RM2,640

SOCSO (Employee) 
RM120

Chargeable income = (9,900 + 1,000 + 24,000 + 2,000 - 1,200 - 2,640) + (4,000 - 
440) + (4,000 - 440) x 2 - (9,000 + 2,000 + 45 + 120 + 20) = RM 32,555
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Did You 
Know?

PayrollPanda is officially approved  by the Inland Rev-
enue Board of Malaysia (LHDN) and calculates PCB 
automatically. Whether you start in Jan. or mid-year the 
app can auto-calculate salaries and PCB contributions.

Step 2

The appropriate tax rates are applied to the chargeable income according to the 
different tax bands it falls into. 

Using the chargeable income above of RM 32,555

• 0% on the first RM 5,000 = RM 0 

• 1% on the next RM 15,000 = RM 150

• 3% on the next RM 12,555 = RM 376.65

• Total tax = RM 150 + RM 376.65 = RM 526.65

Step 3

Tax rebates are different from tax deductions in that tax deductions reduce the 
chargeable income while tax rebates are deducted from the tax amount itself.

Personal Tax Rebate of RM400 Zakat 

Available for employees whose chargeable 
income does not exceed RM 35,000. A further 
RM400 rebate is available if the employee’s 
spouse has no source of income.

Muslim employees can deduct zakat paid di-
rectly to the zakat authorities from their income 
tax. Zakat can also be paid through payroll via 
salary deduction.

There are 2 main types of Tax Rebate:

In Mr Lim’s case the chargeable income of RM 32,355 does not exceed RM 
35,000 so we can deduct the personal tax rebate of RM 400: 
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• Annual tax = 526.65 - 400 = RM 126.65

• If the employee paid zakat in previous months, it should be deducted from 
annual tax as well, but not zakat paid in the current month as that is deducted 
from the PCB payable that month at a later stage. If zakat is paid via the 
employer then it should also be shown as a deduction in the employee’s 
payslip, reducing net pay.

• Now to obtain the amount of tax still payable for the current month and the 
rest of the year we deduct the PCB already paid in the previous months of 
that year:

• zRemaining tax = 126.65 - (20 + 30) = RM 76.65

Step 4

To calculate PCB for the current month, the remaining tax needs to be divided 
by the number of months remaining in the year (including the current month), 
so using our example: PCB for Oct 2018 = 76.65 / 3 = RM 25.55

*Note that if the PCB is less than RM 10 then no PCB is payable for the month. Monthly PCB is rounded 
to the nearest upper 5 sen.

If the employee paid zakat in the current month the zakat is deducted at this 
stage from the PCB for the month.

Step 5

• If the employee receives additional remuneration (like a bonus or other 
non-recurring payment) in the current month, the PCB on the additional 
remuneration is calculated separately by calculating annual tax on total 
chargeable income including the additional remuneration for the current 
month, and deducting the annual tax on the chargeable income excluding 
that additional remuneration. 

• The reason the PCB on additional remuneration is calculated separately is 
that it should be paid in the month the remuneration is received and not 
spread over the remaining months as is the case with the PCB on normal 
remuneration (see step 4).

•  Let’s assume Mr Lim received a bonus of RM 2,000 in October 2018. The 
EPF employee contribution at 11% on the bonus is RM 220.
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Total chargeable income 
including bonus (net of 

EPF on bonus)

32,555 (chargeable income excluding bonus as calculated above) 
+ 2,000 (bonus) - 220 (EPF on bonus) = RM 34,335

Tax on total chargeable 
income (net of rebate)

15,000 x 1% + 14,335 x 3% - 400 = RM 180.05

PCB on bonus
180.05 (tax on total chargeable income) - [25.55 x 3 + 50 (tax on 
chargeable income excluding bonus)] = RM 53.40

Total PCB for Oct 2018 = 25.55 + 53.40 = 78.95 

3.2 CP38 Deduction 
If an employee has tax arrears payable, LHDN may issue an instruction to their 
employer to deduct the tax in monthly instalments from the employee’s salary. 

LHDN will indicate how much to deduct monthly and for how many months. 
This deduction eases the burden on the employee of having to pay the full tax 
arrears in one lump sum.

The amount of CP38 deduction is added to the PCB for the month and paid over 
by the employer to LHDN.

The amount of CP38 tax paid should not be added to the previous remuneration 
PCB in the following months for PCB calculation purposes since the PCB does 
not relate to the current year.

3.3 EPF 
Employees’ Provident Fund (Kumpulan Wang Simpanan Pekerja) commonly 
known by the acronym EPF (or KWSP) is a government agency under the Ministry 
of Finance. It manages the compulsory savings plan and retirement planning for 
private sector workers in Malaysia.

Unlike PCB, EPF is based on nationality and not residence status. EPF contri-
butions are mandatory for Malaysian citizens and permanent residents, while 
foreigners can choose whether or not to contribute. 
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There are both employer and employee contributions. The employee contri-
bution is a deduction from gross pay on the employee’s payslip. The employer 
contribution will also usually appear on the payslips but is not deducted from 
the employee’s salary as it is the responsibility of the employer.

3.3.1 Contribution Rates 

• Employee and employer contribution rates depend on the age of the 
employee. For employees aged 60 to 75, the rate is 4% for employers and 
employees will not need to contribute anymore.

• Normal minimum employee contributions are set at 11%. Employees can 
also choose to contribute more than the minimum contributions. Employer 
contributions are set at 13% for employees whose salary subject to EPF is 
RM 5,000 or less, and 12% for employees with salaries above RM 5,000.

• Foreigners who opt to contribute to EPF have the same minimum monthly 
contributions as Malaysians, but their employers are only required to 
contribute RM 5 monthly, though they may opt to contribute more.

• Contribution rate percentages are approximate and employers should remit 
contributions based on the EPF table (Third Schedule, EPF Act 1991) which 
provides the contributions according to each salary range.

3.3.2 Exempt Payments 

In general, all monetary payments that are meant to be wages are subject to EPF 
contribution, including;

• Salaries

• Payments for unutilised annual 
or medical leave

• Bonuses

• Allowances (except a few,  
see below)

• Commissions

• Incentives

• Arrears of wages

• Wages for maternity leave

• Wages for study leave

• Wages for half day leave

• Other contractual payments or 
otherwise
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The following payments are not considered “wages” by the EPF and are not sub-
ject to EPF deduction;

• Service charges (tips, etc)

• Overtime payments (including 
payments for work carried 
out on rest days and public 
holidays)

• Gratuity (payment to employe 
payable at the end of a service 
period or upon voluntary 
resignation)

• Retirement benefits

• Termination benefits

• Travel allowances

• Payment in lieu of notice of 
termination of service (pay-
ment given when employee’s 
service is terminated)

• Director’s fee

• Gift (includes cash payments 
for holidays like Hari Raya, 
Christmas etc.)

• Benefits-in-kind and non-mon-
etary perquisites

Example

An example of calculation of EPF employer and employee contributions - Ms Anita:

• Age: 30 

• Basic salary: RM 5,100

• Overtime: RM 500 (exempt)

• Travel allowance: RM 800 (exempt)

• Bonus: RM 1,230

Salary subject to EPF Referring to EPF Table

Salary subject to EPF = 5,100 + 1,230 =RM 6,330 EPF employee = RM 704

Salary subject to EPF = 5,100 + 1,230 =RM 6,330 EPF employer = RM 768

*Note that if the wages of the employee are normally RM 5,000 or below but they receive a bonus in that month that takes 
the wages above the RM 5,000 threshold, the employer contributions should remain at 13%.

http://www.kwsp.gov.my/portal/documents/10180/154493/Perintah_Kumpulan_Wang_Simpanan__Pindaan_Jadual_Ketiga__2016_03022016_Final.pdf
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Did You 
Know?

In PayrollPanda, EPF is calculated automatically 
- whether it’s 11% or 4%. It’s also possible to add 
additional rate if the employee or employer wishes 
to increase their contribution.

3.4 SOCSO 
SOCSO (Social Security Organization), also known as PERKESO (Pertubuhan 
Keselamatan Sosial), is a government agency that was established to provide so-
cial security protections to Malaysian employees. Since June 2016 all Malaysian 
and permanent resident employees must contribute to SOCSO. As of Jan 2019, 
all foreign workers must contribute as well.

SOCSO has two insurance schemes for its members:

Employment 
Injury Scheme

Provides coverage for workplace accidents

Invalidity 
Scheme

Provides coverage to employees who suffer from 
invalidity or death due to any cause and not relat-
ed to their employment 
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Members of SOCSO are divided into two categories: 

1. Receive coverage under both schemes.

2. Receive coverage under the first scheme only.

• The contribution values for both schemes can be found in a table provided by 
PERKESO: PERKESO Contribution Table

3.4.1 Employment Injury and Invalidity Scheme  

• All employees younger than 60 years old contribute under this category, 
unless they began contributing at the age of 55 or above. 

• Under this category, every month, the employer contributes a value based 
on the employee’s monthly salary up to a maximum value of RM 69.05, and 
the employee contributes up to a maximum value of RM 19.75.

3.4.2 Employment Injury Scheme 

• Employees who are 60 years old and above, and those who began contributing 
to SOCSO at the age of 55 or above, contribute under this category, as well 
as insured people receiving an invalidity pension while still working, and 
receiving less than one third of their average monthly salary before invalidity.

• As of January 2019, foreigners will be contributing under this scheme only.

• Under this category, every month, the employer contributes a value based 
on the employee’s monthly salary up to a maximum value of RM 49.40. There 
are no employee contributions.

3.4.3 Exempt Payments  

• “Wages” for contribution purposes refers to all remuneration payable in 
money by an employer to an employee, and include:

• Basic Salaries

• Overtime payments

• Commissions

• Payments in respect of leave

• Service charges
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• The following payments are not considered “wages” and are not included in 
the calculations for monthly deductions:

• Any contribution payable by 
the empoyer towards any 
pension or provident fund

• Any travelling allowances

• Any gratuity payable on 
discharge or retirement of the 
employee

• Any sum paid to cover expens-
es incurred by the employee in 
the course of his duties

• Annual bonus

• Gifts - e.g., cash payments 
for holidays like Hari Raya, 
Christmas

• Benefits-in-kind and non-mon-
etary perquisites

Example

Using the example of Ms Anita as for EPF earlier:

• Age: 30 

• Basic salary: RM 5,100

• Overtime: RM 500 

• Travel allowance: RM 800 (exempt)

• Bonus: RM 1,230 (exempt)

Salary subject to SOCSO contributions = 5,100 + 500 = RM 5,600

SOCSO employee (as per SOCSO table): RM 19.75

SOCSO employer (as per SOCSO table): RM 69.05
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3.5 EIS  
The Employment Insurance System (EIS) was first implemented in January 2018 
as a social security network aimed at helping workers who lost their jobs with 
financial assistance and seeking new jobs. It is administered under PERKESO.

All private sector employers need to pay monthly contributions for each em-
ployee. All Malaysian and permanent resident employees aged 18 to 60 years 
old have to contribute except for employees aged 57 years and above who have 
never contributed before.

The contribution rate is ~0.2% of gross pay for the employee’s share and ~0.2% 
for the employer’s share, and is capped at a monthly salary of RM 4,000.00. 
Payments exempt from EIS are the same as for SOCSO.

Example:

Using the example as for SOCSO above:

• Age: 30 

• Basic salary: RM 5,100

• Overtime: RM 500 

• Travel allowance: RM 800 (exempt)

• Bonus: RM 1,230 (exempt)

Salary subject to EIS contributions = 5,100 + 500 = RM 5,600

EIS employee (as per EIS table): RM 7.90

EIS employer (as per EIS table): RM 7.90

• The contribution amount can be found in a table provided by PERKESO: EIS 
Contribution Table

https://www.perkeso.gov.my/sip/index.php#content4-3w
https://www.perkeso.gov.my/sip/index.php#content4-3w
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Did You 
Know?

When using PayrollPanda, Socso & EIS contributions 
are calculated automatically.

3.6 HRDF 
Certain employers in the manufacturing, services and transportation sectors 
contribute to the Human Resources Development Fund in order to develop the 
technical skills of their employees through training schemes.

The HRD levy payable by the employer amounts to 1% of their employees’ 
monthly wages (basic salary + fixed allowances) for employers with 10 or over 
Malaysian employees. For companies with 5 - 9 Malaysian employees the rate is 
0.5% of monthly wages and registration is not compulsory.
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Payroll Forms
4.1 Monthly 
Payroll forms together with appropriate payments must be submitted monthly 
for PCB, EPF and SOCSO according to the deadline. Fine and/or imprisonment 
may be imposed for late payment. Payments can be made at the LHDN/EPF/
SOCSO counters, bank or post office, or through online banking.

PCB 
• Form CP39 or online

• To submit by the 15th of the following month (or previous 
working day if 15th is a holiday)

EPF 
• Form A or online

• To submit by the 15th of the following month (or following 
working day if 15th is a holiday)

SOCSO
• Form 8A or online

• To submit by the 15th of the following month (or previous 
working day if 15th is a holiday)

EIS
• Online or submit ECR file OR Emailing the Lampiran Excel file

• To submit by the 15th of the following month (or previous 
working day if 15th is a holiday)

HRDF
• Payment must be made to PMSB collection agents using Form 

2A by the last day of the following month.

Did You 
Know?

In PayrollPanda, the payment files will be 
automatically generated for easy online submission. 
The app generates statutory and bank payment files 
for you to submit your payment directly online.
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4.2 Annual Forms
No annual forms need to be submitted for EPF and SOCSO. Two annual forms 
should be prepared with respect to PCB:

Form E
Statement of remuneration paid to employees and 
PCB deducted during the year; must be submitted 
to LHDN by 31 March of the following year.

Form EA  
(C.P. 8A)

Statement of remuneration paid to an employee 
during the year; must be issued to the employee 
by the last day of February of the following year 
in order for them to prepare their tax return; not 
submitted to LHDN.
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PayrollPanda helps you to generate Yearly forms too! These are the examples:

4.3 Employee Movement Forms

CP 21 
Notification for those leaving Malaysia for an 
extended period or permanently

CP 22 
Notification of new employee subject to income 
tax (Applicable for Public & Private Sector)

CP 22A 
Notification for those retiring from employment 
(Only Applicable for Private Sector)

CP 22B
Notification for those retiring from employment 
(Only Applicable for Public Sector)
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Payroll Solution
There are a few options to run the monthly payroll your company.

Excel
Desktop 
Software

Cloud 
Software

Outsource 
Payrol

Accessibility 1 computer; 
offline access

1 computer; 
offline access

Any computer 
with internet 
access

No access 
needed

Affordability Free with MS 
Office

High one-off 
payment 
with yearly 
maintenance

Monthly 
subscription, 
varies according 
to headcount

Minimum RM30 
per employee 
per month, with 
a minimum 
threshold

Usability
Statutory 
requirement 
training needed

Software 
training 
required

No to little train-
ing required

No training 
required

Support - Low to no 
support

Strong after 
sales support 
(depends 
on software 
provider)

Strong after 
sales support

Updates - Updates provided 
with a fee

Free automatic 
updates

No update 
required

Security - -

Cloud storage, 
security cer-
tificates with 
continuous 
back-up

(depends 
on software 
provider)

e-Leave - - Synced to 
payroll

(depends 
on software 
provider)

Integrations - -
Integrates with 
other cloud 
solutions

-
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Benefits of Cloud

36

Save time and effort: No installation or setup 
needed. Work on the latest data with seamless 
updates.

Affordable: Pay-as-you-go. Don’t worry about 
getting a cumbersome software that comes 
with a huge upfront cost.

Automation: System updates are done auto-
matically. No more waiting hours in front of 
your computer for an update to be completed, 
get work done without any disruptions.

Accessibility: Have access to your data 
anytime, anywhere, all you need is an active 
internet connection.

Integrations: Cloud solutions seamlessly inte-
grate with other cloud solutions. Which allows 
you to save time and reduces the chance of 
manual errors, no more double entry needed.
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Payroll Training
Did you enjoy this guide and would you like to have an in-person session with 
one of our experts - we got you covered!

We organise nationwide payroll classes, in the class the book contents will be 
covered including:

• The latest statutory updates for 2019

• Examples of calculating PCB

• EPF exemption list

• Tax reliefs for 2019

The training will be given by one of our payroll experts and will also include an 
introduction to cloud payroll.

As a reader of the PayrollPanda Malaysian Payroll Guide your entitled to a 50% 
discount to the training. Simply use the coupon code:

The trainings are typically held in Petaling Jaya, and from time-time we organise 
classes nationwide, in for example Johor, Penang and Kota Kinabalu.

For the latest dates and calendars have a look at the schedule via this link or 
get in touch at events@payrollpanda.my.

PAYROLLBOOK88

https://www.eventbrite.com/o/payrollpanda-17568298225
mailto:events%40payrollpanda.my?subject=eBook%20link
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PayrollPanda Introduction                                                              
8.1 Company Intro
PayrollPanda Sdn Bhd is a Malaysian SaaS company that focuses on providing 
world class HR cloud applications. Our flagship product is PayrollPanda, an on-
line payroll app that caters especially for Malaysian SMEs.

Our online software allows business owners and HR managers to run LHDN-
approved payroll in just a few clicks. Our aim is to make payroll as simple and 
as quick as possible. In addition, our user-friendly interface makes it easy for 
anyone to run payroll - no training is required.

As well as payroll management, our system comes with leave management and 
an employee database. We’re constantly in the process of making our product 
better and typically release new updates every two weeks.

PayrollPanda is trusted by over 1,000 Malaysian SMEs from all types of indus-
tries, including hospitality, government, startups, factories and more.

Our team is made up of 50 passionate people that aim to bring the efficiency 
of cloud HR to Malaysian businesses. We pride ourselves with our excellent 
customer service, all based in Malaysia and readily available to offer support via 
chat, email and phone.

PayrollPanda Sdn Bhd is part of LaunchPad, a funded Malaysian tech venture 
builder that identifies and maximises tech-related opportunities across South-
East Asia. LaunchPad is officially acknowledged as an MSC Malaysia status com-
pany, as recognised by the Government of Malaysia through the Malaysia Digital 
Economy Corporation (MDEC).
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8.2 PayrollPanda App
The PayrollPanda app automates the hard stuff, by making payroll and HR sim-
ple. It comes with free customer support, and includes the following features:

If you’re interested to find out how PayrollPanda can help you with your monthly 
payroll or if you would like to start doing payroll for your clients, get in touch at 
events@payrollpanda.my to book an in-person demo session or sign-up for 
a free trial via this link.

Leave ManagementMonthly Payroll & Payslips

Statutory Forms Employee Self-Service (ESS)

Bank Integrations Overtime & Timesheets

Trusted by over 1,000 SMEs

mailto:events%40payrollpanda.my?subject=eBook%20Link
https://app.payrollpanda.my/#signup-page-1?&utm_medium=payroll_book&utm_term=PAYROLLBOOK
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