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TAXATION OF THE MALAYSIAN OIL PALM SECTOR

www.theedgemarkets.com/article/cover-

story-taxing-time-oil-palm-growers

4 Jan 2018 

….. To share that oil palm 

growers are very heavily 

taxed in Malaysia



COMPETITIVENESS 

MARKET ACCESS 

SUSTAINABILITY

MPOA represents about 70% of the oil palm planted area under private 

ownership, which makes up about 40% of the total planted oil palm area and 

include all major key players along the integrated palm oil supply chain in 

Malaysia.              

Our mission is to ensure long-term profitability 
and growth of the Malaysian palm oil industry 

and other plantation tropical crops 

BIRTH OF MPOA : 3-BECAME-1
1. Rubbers Growers Association (RGA) - 1907

and

2. United Planting Association of Malaya (UPAM) - 1897

and

3. Malaysian Oil Palm Growers Council (MOPGC) - 1968

=

MALAYSIAN PALM OIL ASSOCIATION (MPOA) - 1999

‘ABC’ of INDUSTRY : MPOA IS NOT GOVERNMENT BODY eg. MPOB, MPOC or MPOCC 

Representation in the Malaysian palm oil supply-chain



SOME OF MPOA MEMBERS



2021 STAKEHOLDERS JOINT-APPEAL

‘3 ELEPHANTS IN THE ROOM’

www.theedgemarkets.com/article/plight-malaysian-

oil-palm-sector

RELEVANT STAKEHOLDERS OF THE 

MALAYSIAN PALM OIL INDUSTRY

…. WORKERS, 

MARKET ACCESS

& TAXATION !



The principles of good taxation were formulated many years ago. 

In The Wealth of Nations (1776), Adam Smith 

argued that taxation should follow the four principles of 

equity/fairness, certainty, convenience and efficiency/economy.

FOUR CANONS OF TAXATION



SNAPSHOT OF PALM OIL PRICES AMID 

ECONOMIC CRISES, TAXATION AND COST (1980-2020)
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SUMMARY OF TAXES ON THE MALAYSIAN PALM OIL INDUSTRY

1 Corporate Tax 24% of corporate profit

2
Prosperity Tax (Cukai Makmur)
(Year 2022 only) 

Chargeable income above RM100 mil to be taxed at 33%
instead of 24%

3 MPOB Cess (Latest Order 2021) RM16 per for CPO and CPKO

4 Windfall Profit Levy (WPL)
Peninsular Malaysia : 3% on FFB for CPO prices above 
RM3,000/tonne

Sabah & Sarawak : 3% on FFB for CPO prices above 
RM3,500/tonne

5
Foreign Workers Levy
New - Budget 2023: 
Multi-Tier Levy Mechanism(MTLM)

Peninsular Malaysia : RM640 per worker
Sabah & Sarawak : RM590 per worker

6
Human Resource Development 
Fund (HRDC) Levy (effective 2022)

Levy fee for registered employers is 1% of the monthly 
wages of each employee. 

7 Sabah Sales Tax (SST) 7.5% for CPO when CPO price >RM1,000 pmt

8 Sarawak Sales Tax (SST)
5.0% for CPO when CPO price >RM1,500 pmt
5.0% for CPKO when CPKO price >RM1,500 pmt
( 2.5% applicable when CPO & CPKO prices >RM1,000 pmt)

9 Export duty on CPO 3.0 % to 8.0% per tonne of CPO above RM2,250 per tonne

10
Import Duties/Form 4, Excise Duties on Plantation Machineries, 

SST, Property Assessment Tax (PAT), Quit Rent, other foreign workers charges etc.



PALM OIL IS A COMMODITY : PRICE TAKER AND NOT PRICE MAKER

YIELD-COST-MARGIN COSTING or RETURN OF INVESTMENT

Realised

CPO Price

DIRECT

Cost of

Production

HEALTHY

MARGIN

CPO Price Cost

‘CAUTIOUS’

MARGIN

Cost

Factors : 

Minimum 

wage, input

costs,

vagaries of 

weather, 

other cost 

pressure eg

borrowings,

unabated cost 

pressure 

CPO Price

Realised

CPO Price

DIRECT

Cost of

Production



A GLIMPSE ON PALM OIL COST OF PRODUCTION – SABAH vs PEN M’SIA
Ref : Joseph Tek, ISP NATSEM 2010 – quoting MOPGC, Ling & MEOA

Palm Oil 

Cost of Production 

(pmt CPO)

Year 1987 

Pen M’sia RM478 (MOPGC)

Year 1997 

Pen M’sia RM679 (MOPGC)

Year 2000

Sabah RM758 (Ling)

Year 2010

Sabah RM1,445 (MEOA)

Pen M’sia RM1,434 (MEOA)

Today in 2022 ?

Location For Sabah For Sabah For Pen. M'sia

Source Ling,2001

Year 1987 1997 2000

FFB Yield (t/ha) 20.9 21.2 21..2 20.0 18.0

OER (%) na na 20.1 22.5 20.0

Cost (RM/t FFB)

  Estate (field) 71 103 119 225+56 240+3

  Mill 24 28 33 45 44

  Total 95 131 152 326 287

Cost (RM/t/CPO)

  Estate 358 536 592 1,000+245 1,201+13

  Mill 120 143 166 200 220

  Total 478 679 758 1,445 1,434

FORECAST 2010

With MPOB cess & Sabah tax&levy

CPO at RM2,400/mt

MEOA,2009MOPGC , 1987 & 1997



Forecast Price of Fertilizer in 2010 

FFB Production 41,640 12,420

Ha 2,082 690 RM/tonne

Yield 20 18 MOP 1,700.00        

OER% 22.50% 20.00% AC 900.00           

Kieserite 600.00           

Rock Phosphate 720.00           

FFB Production Cost RM/t FFB RM/t/CPO RM/t FFB RM/t/CPO Borate 2,100.00        

Upkeep & Maintenance 20 90 20 102

Manuring 96 428 101 506

Harvesting & Collection 38 169 41 205

Dispatching 12 53 20 100 SOURCE : 

General Charges 22 98 36 180

Depreciation 17 78 4 20 Malaysian Estate Owners' Association (MEOA) 

Head Office Charges 19 84 17 87 Annual Report 2009

224 1,000 239 1,200

MPOB Cess (RM13/t/CPO) 3 13 3 13

Sabah State Tax (7.5%) 41 180 0 0

Sabah Levy on CPO (RM40) 9 40 0 0

Sabah Levy on PK (RM65) 3 13 0 0

Mill Processing Cost 36 160 34 170

CPO Transport 9 40 10 50

101 446 47 233

Total Cost 325 1,446 286 1,433

Eg. Estate in Sabah Eg. Estate in Peninsular 

CPO PRODUCTION COST - 2010 Forecast 

ABOUT FERTILISER

(2019 - 2023f)

…. Factors : Interplay on 

cut-back & incomplete 

fertiliser applications amid 

lower CPO price in 2019/20 

& labour shortage, 

increase in freight costs,

Covid MCO disruptions, 

China export restrictions & 

ban, Ukraine-Russia conflict 

(dependance on gas), 

importers cash-flow …

A GLIMPSE ON PALM OIL COST OF PRODUCTION – SABAH vs PEN M’SIA
Ref : Joseph Tek, ISP NATSEM 2010 – quoting MOPGC, Ling & MEOA

TAXATION

17% vs 0.9%
Sabah       PM’sia

246 13



www.thestar.com.my/business/business-
news/2022/11/19/planters-need-sustained-high-cpo-prices

…. “The RM3,000 per tonne figure can be 

considered as the new norm, as cost of 

production for some plantation companies 

is already at this level set against their 

realised oil yields. There can still be a dip in 

prices set against global supply-demand of 

any commodity businesses as price takers 

and not price makers –but perhaps not in 

the foreseeable future.”

Breaking the RM3,000 level will also attract 

good demand, Tek adds



+12.5% to15% +10% to19.6%
Increase 

every 2 years

% Increase over 10 years ( 2012 to 2022 ) : 67% to 87.5%

+9%

RM1500

Entire 
Malaysia

+25% to 36%Source: NWCC

A GLIMPSE ON MINIMUM WAGE INCREMENT IN MALAYSIA (2012-2022)



TOTAL ESTIMATED TAXES ON OIL PALM GROWERS, 2021



• When CPO price was ‘more normal’ at 
RM2,686/tonne in 2020, the tax burden on 
Sabah non-SME planters was 45.9% (compared 
to 38.4% in 2021 when CPO price was 
RM4,407). This illustrates the painful effects of 
revenue-based sales tax in Sabah (and Sarawak 
to a lesser extent). 

• In Peninsular Malaysia, the extra tax burden is mainly 
WPL. This pushed the overall tax burden for non-SME 
estates to 29.0% and 32.4% of ‘Business Profits’ in 2020 
and 2021 respectively. 

• Taking capital values to be RM80,000 per planted hectare, 
the returns on investments amounted to 3.7% and 10.3% 
pre-tax in 2020 and 2021 respectively (national average).  

Table 2. SUMMARY

2020 2021

CPO price RM/tonne 2,686 4,407

Tax & cess:

MPOB cess RM mil 299 318

WPL RM mil 271 1,992

State sales tax RM mil 1,569 2,459

Income tax RM mil 3,145 9,644

TOTAL RM mil 5,284 14,413

'Business Profit' RM mil 17,183 47,314

Tax/'Business Prof' - Pen Msia non-SME % 29.0% 32.4%

Tax/'Business Prof' - Sabah non-SME % 45.9% 38.4%

'Business Profit' per planted hectare RM/ha 2,931 8,247

Pre-tax ROI (RM80k/ha capital value) % 3.7% 10.3%

Planted area mil ha 5.862 5.737

BIG PICTURE SUMMARY ON ESTIMATED TAXATION OF OIL 

PALM GROWERS IN MALAYSIA, 2020 AND 2021



Source : https://budget.mof.gov.my/pdf/2023/revenue/details.pdf

WINDFALL PROFIT LEVY & CPO EXPORT DUTY (2021)
(SOURCE : MINISTRY OF FINANCE, FEDERAL GOVERNMENT) 

WPL

CPO

Export Duty

YEAR 2021



MPOB CESS
SINCE 1 MARCH 2021 

RM16 PMT CPO & CPKO

( > RM320 MIL/YEAR )



https://leap.unep.org/countries/my/national-legislation/palm-oil-research-and-
development-act-1979-no-218

+ =

http://led.mpob.gov.my/wp-content/uploads/2016/12/Malaysian-Palm-Oil-Board-Act-
1998-Act-582.pdf

Established
in 1979

MPOB CESS ORDERS : EVERY RM1 IS ~RM20 MILLION CESS

MPOB (CESS) ORDER 2000 = RM11

MPOB (CESS) ORDER 2001 = +RM4 AS POSF

MPOB (CESS) ORDER 2007 = +RM2 to RM30/>RM1500 AS COSS

MPOB (CESS) ORDER 2019 = +RM1 AS GREEN FUND
MPOB (CESS) ORDER 2021 = +RM2 @ MARCOP (1 YEAR)

RM16
2021

RM11
2000



RM16 PMT
CPO & CPKO

RM12 PMT
R&D and Regulatory

RM3 PMT
Palm Oil Promotion Fund

(MPOC & MPOCC)

RM1 PMT
‘Green Fund’

https://e-
lesen.mpob.gov.my/document/Pekeliling%20Penguatkuasaan%20Perintah%2
0Lembaga%20Minyak%20Sawit%20Malaysia%20SES%202021%20ke%20ata
s%20pemegang%20lesen%20kategori%20MF%20dan%20CF.pdf

MPOB CESS ORDER (AMENDED) 2021
Effective 1 March 2021

Add RM2 

pmt for

MARCOP 

(1 year since 

March 21 to 

RM30 mil )

Now back to 

MPOB …

+

+



WPL
WINDFALL PROFIT LEVY

Levy applied “uniquely” to oil palm growers,

based on CPO price and not on profits

( YEAR 2021 : RM1.9 BILLION )

( 1st HALF 2022 : RM2.1 BILLION)

Reference

https://budget.mof.gov.my/pdf/2023/revenue/details.pdf

https://www.parlimen.gov.my/files/jindex/pdf/Jawapan%20Bukan%20Lisan%20(Bertulis).pdf



WHAT IS WINDFALL PROFIT LEVY (WPL) OR TAX ?

Text

• A one-off tax on excess profits – Institute for Fiscal Studies (1997) vol. 18, no. 3, pp. 279–291

• A piece of unexpected good fortune, typically one that involves receiving a large amount of 
money – The Oxford Dictionary

• One-off imposed upon an extremely rare historical event - in most countries, windfall taxes 
for a particular sector occur only once throughout the nation’s history

The Malaysian Reserve

1997 one off tax on private utility owners who had 

purchased on the market at an extremely cheap price

Cut windfall profits resulting from EU’s carbon emissions 

trading programme & promote progress to cleaner energy

Sharp increase in oil prices brought about by the oil crisis caused by 

the OPEC oil embargo – oil shock where oil prices rose by 300%

Tax on refiners fuel profits when oil drops below USD40 per barrel.               

Goes into a stabilisation fund aimed at reducing environmental pollution

REST OF THE WORLD



WINDFALL 

PROFIT LEVY

… TAXED BASED ON 

CPO PRICE ie

REVENUE-BASED

AND NOT PROFIT

…proper implementation

as per the rest of the world

…need CONSISTENCY

and CERTAINTY



JOINT MEMORANDUM FOR WPL REVIEW IN 2011



Why no WPL on glove companies which made super-normal profits from pandemic?

"If you look at the numbers, the government would have 

earned something like RM4.8 BILLION from these 

companies. The loss seems quite staggering between the 

donation and legitimate demand for taxation?“. He agreed.

malaysia.news.yahoo.com
/generous-donations-
substantially-smaller-
windfall-020200628.html

Dr Veerinderjeet Singh, MIA President

www.theedgemarkets.com/article/top-glove-hartalega-and-supermax-confirm-
donations-govts-rm400-mil-covid19-fund

6 Nov 2020

7 Nov 2020

8 Nov 2020

themalaysianreserve.com/2020/11/09/rm400m-is-
one-off-donation-not-a-windfall-tax-substitution/

www.theedgemarkets.com/article/dewan-rakyat-passes-amendments-
windfall-profit-levy-act

13 Oct 2021

18 Aug 2020

<10%



MPOA APPEAL TO FEDERAL GOVT IN BUDGET 2023

1. PROFIT vs REVENUE - SUSPEND WPL ?

2. REVERT TO LOWER RATE FOR EAST MALAYSIA IN 

VIEW OF SST

3. CHANGE TO HIGHER CPO PRICE THRESHOLD

4. RECHANNEL WPL TO INDUSTRY eg. GREEN FUND

From 1 Jan 2022

RM3,500 threshold 

and 3% rate 

Prior to 1 Jan 2022

RM3,000 threshold and 

1.5% rate 

CPO 

Price

Levy 

(RM/t 

FFB)

Palm oil growers from Sabah and Sarawak are crying foul over 
what they deemed to be the unjust doubling up of the windfall 
profit levy rate from 1.5% to 3% to be imposed on those who 

operate in the two states, as proposed under Budget 2022.
Peninsular Malaysia:- Benefitted from threshold 

change from RM2,500 to RM3,000 at 3% levy rate

WHY EAST MALAYSIAN OIL PALM GROWERS 

ARE NOT HAPPY WITH WPL EFFECTIVE 1 JAN 2021 ?



SST
STATE SALES TAX 

(SABAH & SARAWAK)
YEAR 2021 SST 

SABAH ~RM1.4 BILLION

SARAWAK ~RM1 BILLION



MALAYSIA AGREEMENT 1963 (MA63)



Since 1998, the Sarawak Sales Tax imposes a 

2.5% tax rate on CPO prices above RM1,000 pmt

and 5% for prices above RM1,500 pmt

SARAWAK STATE SALES TAX (SST) ON PALM OIL



SABAH STATE SALES TAX (SST) ON CPO

YEAR 1999

RM50 PMT CPO

>RM1,000

YEAR 2002

5% PMT CPO

>RM1,000

YEAR 2005

7.5% PMT CPO

>RM1,000



EAST MALAYSIA’S SST ON PETROLEUM PRODUCTS

REVIEW THE SST RATE AS PER PETROLEUM PRODUCTS SST (SABAH) 

AND CHANGE TO HIGHER CPO PRICE THRESHOLD

IN VIEW OF PRESENT CPO COST OF PRODUCTION

and to promote invest/reinvest eg ESG, replanting etc

www.thestar.com.my/news/nation/2022/07/19/sabah-

has-earned-rm800mil-in-sales-tax-on-petroleum-

products-so-far-this-year-masidi 

Year 2021 : RM2.5 BILLION

First quarter 2022 :  RM813 MILLION

www.thestar.com.my/news/nation/2022/05/26/oi

l-and-gas-sarawak-has-collected-rm852bil-in-

sales-tax-since-2019-says-uggah

First half 2022 : RM808 MILLION



HRDC
HUMAN RESOURCE 

DEVELOPMENT CORP

1% LEVY ON PLANTATION

Note : HRDF = HRDC or PSMB 



HRDC LEVY INCLUSION OF PLANTATION SECTOR EFFECTIVE 2022

SOLIDARITY AMONG PALM OIL RELEVANT STAKEHOLDERS ON COMMON ISSUES



PSMB (HRDC) LEVY (AMENDED) ORDER, 2021



MTLM
MULTI-TIER 

LEVY MECHANISM

( AS PER BUDGET 2023 )



MULTI-TIER LEVEL MECHANISM (MTLM) FOR OIL PALM SECTOR

Why MTLM ?

To reduce dependency of foreign workers

ie recruiting locals and promote mechanisation



MULTI-TIER LEVEL MECHANISM (MTLM) FOR OIL PALM SECTOR

Option 1 

(ILMIA, MOHR)
Option 2 

(MPIC)

Option 3 Hybrid Model 

(Multi-Tier) / ILMIA,MOHR

Sector

Dependency Ratio 

Ceiling (“DRC”)

Levy 

(RM)

Dependency Ratio 

Ceiling (“DRC”)

Levy 

(RM)

Dependency Ratio 

Ceiling (“DRC”)

Levy 

(RM)

Oil

Palm

(Pen.

M’sia)

81.8% of Total 

Workers

1,500 Tier 1: 1:12 Ha

Tier 2: 1:10 Ha

Tier 3: 1:8 Ha

640

685

730

Tier 1: ≤45%

Tier 2: >45% to ≤65

Tier 3: >65% to  

≤81.8 % 

640

1,200

1,950

Notes 81.8% is the total number 

of foreign workers 

permissible

Ratio is to determine 

permissible number 

of local and foreign workers

DRC percentage is to be 

used with a Land-Labour 

Ratio to determine 

permissible number of 

foreign workers

Land: Labour Ratio
Levy 

(RM)

Tier 1: 1:16 Ha

Tier 2: 1:14 Ha

Tier 3: 1:12 Ha

Tier 4: 1:10 Ha

Tier 5: 1:8 Ha

256

384

512

576

640
(Base Levy)

Industry Counter Proposal
(Incentivise & Phased Approach)

KEY POINTS

1. To utilise the existing Land-Labour 

Ratio of 1:8 Ha (i.e. one worker to 8 

hectares of land) for the Oil Palm 

sector

2. To use a levy amount of RM640 per 

foreign worker as the ‘Base Levy’ 

for the Oil Palm sector.

3. To decrease, or discount, the levy 

amount from the ‘Base Levy’ 

(RM640) to incentivise and reward 

companies which improve their 

efficiency and productivity

4. In the future, the ‘Base Levy’ could 

be raised to penalise the laggards 

which have not moved up the 

productivity ladder

Note: Current deliberations on the Plantation sector is pertaining 

to only Peninsular Malaysia. Note for Sabah & Sarawak –

which are currently regulated based on Land-Labour ratios of 1:6 

Ha and 1:7 Ha at a levy rate of RM590 in the Oil Palm sector.

Institute of 
Labour Market 
Information 
and Analysis 
(ILMIA) under 
MOHR



IMPORT

DUTIES
MECHANISATION MACHINERIES



IMPORT TAXATION

1. MOTOR GRADER

8429.20.0000 Import Duty : 20%

SST: Nil

Form E: 5%

Form E: Imports under ACFTA

(ASEAN-China FTA)

2. EXCAVATOR

8429.52.0000 Import Duty : 5%

SST: Nil

Form E: 5%

3. COMPACTOR

8430.61.0000 Import Duty : 10%

SST: Nil

Form E: 5%

4. BACKHOE LOADER

8429.59.0000 Import Duty : 10%

SST: Nil

Form E: 5%

5. ALL TERRAIN VEHICLE (ATV) & 8703.21.4200 - CBU Import Duty : 10%

UTILITY TACTICAL VEHICLE (UTV) CBU (Complete Built-Up) SST: 10%

Excise Duty: 65%

MACHINERIES USED IN PLANTATION 

SECTOR
HS CODE

TAXATION ON IMPORTS OF PLANTATION MACHINERIES
Call for exemption & waiver to promote mechanisation in the plantation sector?

Source : Agriculture Machinery Provider, 2021



PAT
PROPERTY ASSESSMENT TAX

ON PLANTATION

( ESTATES & MILLS )



PAT ON MILLS : ONCE UPON A TIME IN SABAH (2019)



SUMMARY
CONCLUDING DISCERNMENT



HISTORY LESSON FROM COCOA (1950s-1970s)
CALLS FOR PRUDENT POLICIES & ADMINISTRATION ON COMMODITIES

Commodity : Price taker, high capitalisation, long-haul, reinvestment, social-economy etc

“If you want to send your                                    

children to school,  it is cocoa

If you want to build a house, it is cocoa

If you want to marry, it is cocoa

If you want to buy cloth, it is cocoa

If you want to buy a lorry, it is cocoa

Whatever you want to do in this world

It is with cocoa money that you do it…..” 

Ghanaian 1950s high-life tune

Kwame Nkrumah Administration in Ghana



WHY PALM OIL FOR MALAYSIA ? 
APPRECIATE THE BLESSED MULTIPLIER-EFFECTS AND SPIN-OFF ECONOMIES

…. AN INTER-TWINED SUPPLY-CHAIN OF VALUE-ADDING & JOBS 

…. NATIONAL RECOVERY POST COVID-19 

…. POVERTY ERADICATION ESPECIALLY RURAL ECONOMIES  

…. CONTRIBUTION TO GOVERNMENT COFFERS ….

…. MODEL OF SHARED PROSPERITY

PLANTATION AND COVID-19 MCO



IMPORTANT NUMBERS TO REMEMBER

of Malaysian 

palm oil 

exported90% >170
Consuming countries

… livelihood of smallholders

in MALAYSIA

650,000
… people involved with dependents

excluding the multiplying & spin-offs

4,000,000

… export value

RM109 BIL

TAXES ON

GROWERS>RM14 BILLION

… palm oil consumers in the world

~3,000,000,000

Source : MPOB, MPOC, MPIC & MEOA



OIL PALM GROWERS’

TAXES OF RM14 BILLION

IN YEAR 2021

116 @ 100-BEDDED 
GOVERNMENT HOSPITALS
( 9 HOSPITALS / STATE / YEAR )

SIGNIFICANCE OF RM14 BILLION ESTIMATED TAXES 

FROM THE MALAYSIAN OIL PALM GROWERS IN YEAR 2021 ?



VALUE ADDITION & DISTRIBUTION FROM OIL PALM COMPANIES

LOCAL COMMUNITIES

AND SPIN-OFF ECONOMIES
(EVIDENT DURING COVID-19 MCO)

MODEL OF SHARED PROSPERITY

Example :



TOTAL

2.838 BILLION PEOPLE

1.426 BILLION 1.412 BILLION

UN, Year 2022

WHY PALM OIL FOR THE WORLD ?
MULTITUDE OF BENEFITS & VALUE PROPOSITION FOR ALL

COBRA EFFECT ON PALM OIL
..when attempted solutions result in unintended consequences

Removing palm oil from the global food supply-demand equation 

will only lead to devastating consequences for the world. 

2 tablespoons (~23 g) of palm oil per day per 

person for just CHINDIA will require 

additional >24 million tonnes of palm oil 

per year, “unattainable” by Malaysia’s 

present total annual palm oil production



OIL PALM 

SECTOR

FORTIFYING THE ‘TIME-TESTED’ PALM OIL SECTOR
DON’T KILL THE GOOSE THAT LAYS THE GOLDEN EGGS

ALL STAKEHOLDERS 

INCL POLICY MAKERS

FOCUS
… RECOVERY eg workers

… REINVEST eg replanting

…COMPETITIVENESS, 

…MARKET ACCESSIBILITY 

& SUSTAINABILITY 



PARTING WORDS ON TAXES



A Taxing Matter : The Continuous Conundrum in the 
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