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Sales and Service Tax (SST) in Malaysia (2020)

(as March 2020)

1. Definition

a. Service Tax

Malaysia’s Service Tax is a form of indirect single stage tax imposed on any provision
of taxable services made in the course or furtherance of any business by a taxable
person in Malaysia.

The Service tax cannot be levied on any service which is not included in the list of
taxable services prescribed by the Minister under First Schedule of the Service Tax
Regulations 2018.

A taxable person is a person who provides taxable services in the course or furtherance
of business in Malaysia and is liable to be registered or is registered under the Service
Tax Act 2018 (e.g. any individual, company, enterprise, partnership, club, trust body,
co-operative society, association, etc.).

b. Sales Tax

The Sales Tax is a single-stage tax, charged and levied on taxable goods imported into
Malaysia and on taxable goods manufactured in Malaysia by a taxable person and sold
by him (including used or disposed goods).

In Malaysia, it is a mandatory requirement that all manufacturers of taxable goods are
licensed under the Sales Tax Act 2018.

A taxable person is a person who manufactures taxable goods and is liable to be
registered if the annual turnover has exceeded RM500,000.00 threshold. Such person
is required to be registered under MySST system.

2. Tax Rate

a. Service Tax Rate

The Service Tax rate is fixed at 6%. A specific rate of tax of RM25 is imposed upon the
provision of credit card and charge card services.

Service tax is charged on:
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any provision of taxable services;
provided in Malaysia;

by a registered person; and

in carrying on his business.

Service tax is not chargeable for imported and exported services under the STA 2018.

b. Sales Tax Rate

The sales tax rate is subject to 5%, 10% or to a specific rate (for petroleum).

. Taxable Services and Goods

a. Service Tax

Taxable services are any services which are listed in the various categories in the First
Schedule of Service Tax Regulations 2018.

The following taxable services are subject to the service tax:

Group A - Accommodation
e Provision of accommodation premises
e Other services within the accommodation premises
e Sale of tobacco products and beverages
Group B - Food and Beverages
e Provision of prepared or served food and drinks
e Other services within the establishment (excluding rental of space)
e Sale of beverages
Group C - Night Clubs, Dance Halls, Cabarets, Health and Wellness Centres, Massage
Parlours, Public Houses and Beer Houses
e Provision of all services within the establishment
e Sale of tobacco products and beverages
Group D - Private Clubs
e Provision of all services within the private club
e Sale of tobacco products and beverages
Group E - Golf Club and Golf Driving Range
e Provision of golf club or golf driving range or services relating to golf or golf
driving range
e Provision of any other services within the golf club or golf driving range
e Provision or sale of food, tobacco products and beverages
Group F - Betting and Gaming
e Betting and gaming services involving bettings, sweepstakes, lotteries, gaming
machines or games of chance
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Conducting betting and gaming tournaments
Conducting card games

Group G - Professionals

Legal services

Islamic legal services

Accounting, auditing, book keeping, consultancy
Surveying services, including valuation, appraisal and estate agency
Engineering consultancy

Architectural services

Consultancy services (including training)

Information technology services

Management services (including project management)
Employment services (excluding secondment)
Provision of guards or protection

Group H - Credit Card and Charge Card

Provision of credit card and charge card services

Group | - Others

Insurance services (excluding life or medical insurance to individuals)
Telecommunication services

Subscription broadcasting services

Digital Services

Services for clearing of goods from customs control

Provision of parking spaces where charges are imposed

Servicing and repair of motor vehicles

Courier delivery services for documents or parcels not exceeding 30kg

Hire and drive / hire car services

Advertising services

Provision of electricity in excess of 600kwh per 28-day cycle to a domestic user
Local air travel

Theme parks, including entrance, food and beverages and all services within the
theme park

Brokerage and underwriting relating to financial services

Cleaning services in relation to goods, land or commercial or industrial buildings

However, the service tax cannot be levied on any services that are not in the list of
taxable service.
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b. Sales Tax

Taxable goods are goods of a class or kind that are not being exempted from sales tax.
Goods exempted from sales tax are listed in Schedule A of the Sales Tax (Goods
Exempted from Sales Tax) Order 2018.

4. Registration and Cancelation

a. Service Tax

Any person who carries on a business of providing taxable service shall apply for
registration under Section 13(1) STA 2018 as a registered person in the Form SST-01.

The effective date of registration shall be the first day of the month following the month
the notification of liability is received or any earlier date agreed by the Director General
but not earlier than the date he becomes liable to be registered.

Application for registration shall be made online through the MySST Portal.

Any person who is not required to be registered under Section 14 STA 2018 may apply
to the Director General for registration voluntarily. The Director General may register the
said person if he is satisfied that the said person is providing taxable service but has not
reached the threshold or is intending to carry on a business of providing taxable service.

Branch registration is allowed. Registration of branches or divisions may be considered
if:
e it is difficult to submit a single return for all the branches or divisions;
e each branch or division maintains a separate account;
e such branch or division is separately identifiable by reference to the nature of the
business or its location and
e every separately registered branch or division has the same taxable period.

Any group registrations are not allowed.

Generally, the service tax registration shall be cancelled by the Director General if the
taxable person:
e Ceases to carry on business of providing taxable services;
e Fails to provide taxable service by the date which the registration issued upon
application for voluntary registration is to take effect;
e A company is dissolved.

Page 4 of 6



Malaysian-German Chamber
of Commerce and Industry
Deutsch-Malaysische
Industrie- und Handelskammer

b. Sales Tax

Every person engaged in the manufacturing of taxable goods in the course of business
shall apply for a registration not later than the last day of the month following the month
he is liable to be registered. He shall apply for a registration as a registered manufacturer
in the SST-01 Form.

The registration date shall be the first day of the month following the month the
notification of liability is received or any earlier date agreed by the Director General (DG)
of Customs but not earlier than the date he becomes liable to be registered. The
registered manufacturer will be notified and assigned with a registration number.

Online application for registration may be made via the MySST Portal, which is set up to
facilitate manufacturers who wish to apply to be a registered manufacturer. The online
application is accessible at www.mysst.customs.gov.my.

The following manufacturers that are not liable to be registered may apply to be
registered under the Sales Tax Act 2018 subject to conditions as determined by the DG:

¢ Manufacture taxable goods but below threshold;
e Persons who are exempted from registration.

Section 20 of the Sales Tax Act 2018 provides the Minister the power to exempt certain
persons from registration. Such exemption is granted in the Sales Tax (Exemption from
Registration) Order 2018. The following manufacturers are excluded from registration
as provided under such order:

¢ Manufacturer of non-taxable goods (not eligible for voluntary registration);
e Manufacturer below threshold;

e Sub-contractor manufacture below threshold; or

e Manufacturing activities that have been exempted from registration.

Both branch registration and group registration are not allowed.

5. Accounting for SST

The first taxable period of every taxable person shall begin from the date he should
have been registered under section 13 STA 2018 and end on the last day of the
following month and the subsequent taxable period shall be a period of two months
ending on the last day of any month of any calendar year.
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Disclaimer of liability: This information is intended to provide a general overview on SST in Malaysia and should not be
regarded as a basis for ascertaining the liability to tax in specific circumstances. No responsibility for loss to any person
acting or refraining from acting as a result of any information in this overview can be accepted by Malaysian-German
Chamber of Commerce and Industry. Recipients should not act on the basis of this information without seeking
professional advice of a tax agent.

Sources: Royal Malaysian Customs Department, Internal Tax Division, Putrajaya (2020).
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