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Greetings from the GST Team of Deloitte
Malaysia
Hello everyone and a ‘Selamat Hari Raya’ to all during this festive season.
Welcome to the 2nd edition of GST Chat in which we cover the latest news
and some updates in the realm of Indirect Tax.
Having passed the 100 day mark since the introduction of GST in Malaysia,
we are still seeing challenges in the market place for both business and
consumers.
It is unclear how much consumer sentiment is based on perception rather
than reality, but regardless of the cause, it continues to be a challenge for businesses. We
discussed a number of these challenges in greater detail in a series of interviews and articles that
ran in various media to mark the 100 days of GST. We have included links to these in this edition.
On the technical front, we are seeing the continued evolution of the Malaysian GST rules with new
concessions and new guidance being released in the past weeks. Unfortunately, with each new
concession, comes new challenges and complexity. As the Malaysian GST rules continue to be
quite fluid, and the Royal Malaysian Customs Department (RMCD) are still grappling with some
issues, it is important to stay updated so that you do not get caught out by any changes.

On the RMCD audit and review front, we are continuing to see plenty of activity, primarily in
reviewing GST refunds cases and in conducting field audits. In discussions we had with senior
RMCD personnel recently, we understand that they have benchmarked the output tax vs input tax
ratios on an industry by industry basis, and are using these as reference points to audit particular
taxpayers. This is a technique that is used in other countries, and suggests that RMCD are in the
early stages of considering the best method for conducting desk audits. These investigations will
only become apparent to taxpayers when RMCD require physical evidence for the basis of the
treatment adopted by them.
A number of our senior personnel will be sharing their thoughts on dealing with issues, and
addressing public forums over the next month, and we have provided you with a list below should
you wish to attend any of these forums.
We hope you enjoy our 2nd edition and best wishes again from myself and the Deloitte GST Team.
Regards,
Tan Eng Yew
Country GST Leader
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1. 100 Days of GST – Where do we stand?
As part of the process of heralding in the 100 day mark since GST was first implemented, senior
Deloitte personnel were asked on a variety of media on what their observations, and how things
have developed since 1 April 2015.
In case you did not manage to catch any of the interviews, or read the articles, we have given a brief
summary of them below, with a link to the full interview or article so that you are able to catch up.

A. Anti-Profiteering is still an Issue - On 7
July 2015, Bruce Hamilton, GST Director
[Deloitte Kuala Lumpur] and Guna Selan
Marian, Senior Principal Assistant Director of
the Enforcement Unit of the MDTCC were
interviewed by Sharaad Kuttan of BFM 89.9
on the impact of the Anti-Profiteering
Regulations on business. This provides an
interesting perspective on where the focus is being placed by MDTCC, and what the challenges
are for business, and – more importantly, how you should deal with them. You may listen to a
podcast of this interview by following this link.
B. The Property Development Sector – one of the drivers of the Economy - One of the
important drivers of the Malaysian
economy, is the property
development sector. All one has to
do is to look out of your office
window and count the cranes on the
skyline for confirmation of that
fact. But how has GST impacted
this important area? Listen to
Senthuran Elalingam, GST Director
[Deloitte Kuala Lumpur] and Matthew Tee, President of Masters Builder Association Malaysia
who were interviewed by Angeline Teh of BFM on 8 July 2015 on the GST impact on the
property market by following this link.

C. How is business surviving, and what do
they need to concentrate on? - Continuing
with the theme of 100 days since the GST
was introduced, Rob Dalla Costa, GST
Director [Deloitte Penang], formerly cochairman of OECD GST Implementation
Committee and Tan Eng Yew, Country GST
Leader in discussion with Angeline Teh of
BFM on 11 July covered the challenges
faced by businesses, the need to now focus

on compliance with our rather complex GST regime, the benefits of GST for business, and what
businesses need to do going forward at this link.

D. How are businesses coping, and what do
they need to concentrate on? - Yee Wing
Peng, Country Tax Leader of Deloitte Malaysia
and Dato’ Subromaniam Tholasy, Deputy
Director General of RCMD were grilled by Julian
Ng of BFM in the Breakfast Grille on 12 July.
Areas covered include the impact of GST on the
economy, the benefits of introducing it in the
current economic circumstances. There were a
number of questions raised, ranging from the
Anti-profiteering issues, to the delays in payment of refunds to exporters (see also the article
below). You can listen to the issues by following this link. With them in the picture is Malek Ali
(extreme left), Managing Director of BFM.
E. 100 Days of GST Interview - Tan Eng
Yew was once again in the firing line
when interviewed by Sophie Kamarul of
Bloomberg TV on 10 July 2015, and
used the opportunity to delve into the
impact of GST over the last 100+ days
and where the issues lay going
forward. For an insight into what his
views are, please follow the link.
F. Walter Kluwer Executive Events in Singapore - Malaysia GST Compliance Conference on 9
July 2015 - Tan Eng Yew and Vivek Mehta were invited together with a panel of distinguished
speakers from Malaysia and the region to participate in this prestigious event. They presented a
paper on GST Strategy for 2015 and Beyond. Areas covered include developing a strategy
towards sustainable compliance, industry issues, dealing with uncertainties and change in the
GST landscape.
In addition to the interviews above, there have been a number of thought leadership articles that
have been published in the news media, including the following:

A. Published in The Edge Weekly (The week of July 18th) ‘Taking a look at the anti-profiteering
regulations’ by Bruce Hamilton, GST Director and Bonny Teo, Associate Director, which may be
read here
B. Published in Malaysia SME (July 18th ) ‘Clearer guidelines for GST registered businesses’ by
Bonny Teo, Associate Director, which may be read here
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2. Recent Technical updates
By Shaishav Udani (Associate Director – GST) and Diamond Khanted (Manager – GST) [Deloitte
Kuala Lumpur]
DG Decisions
Malaysian Customs released two new DG Decisions this month. For those of you who are not
familiar with DG Decisions (Officially referred to as Director General of Customs Decisions) these
comprise guidance issued by RMCD on its view in relation to various GST matters. Whilst these are
not public rulings they do provide insights into the view and approach taken by Customs, as well as
provide an insight into issues that may be considered to be common to a number of taxpayers.
In reviewing these DG decisions, please do so with some sense of caution in that few of them set
out either the full facts that may have been put to RMCD, (as some may be commercially sensitive,
or might identify the taxpayer concerned), and none set out detailed legal justification for the
decisions. If you wish to rely on any DG Decision, it may be advisable for you to check with your
advisors first as to the risks that you might face.
We have provided links to relevant DG Decision and highlighted some of the key issues covered.

DG’s Decision 6/2015 (07.07.2015)


A tax invoice should not be issued for an out of scope supply or an exempt supply. If the
transaction involves both taxable and non-taxable supplies, the tax invoice required must
separately identify each type of supply (e.g. standard rated, zero-rated, exempt)



A tax invoice should also be issued for any taxable supplies that are disregarded or have
been given relief. The most obvious application of this would be where supplies made within

Designated Areas. However, there can be a wider application, potentially even applying to
transactions within GST Group members. This is likely to pose an administrative and systems
challenge for businesses.

DG’s Decision Amendments 4/2015 (13.07.2015)
This was an amendment to an earlier DG Decision and some of the critical changes include:


Relaxation of the tax invoice issuance requirements. Previously RMCD required tax invoices
to be issued within 30 days from the date of supply, but this has now been amended to 30
days from receipt of payment from the customer.



The published foreign exchange rates as allowed by RMCD for converting tax invoices into
ringgit for taxable supply made in Malaysia has been extended to include, amongst others,
the choice of selling rate, monthly average rate, month end selling rate etc. The rate to be
used has to correspond with the time of supply.

Relief Order
This month the Minister issued his second Relief Order : Minister’s Relief 2/2015 –
The Relief Order provides concessional treatment to Free Industrial Zone (“FIZ”) companies and
Licensed Manufacturing Warehouses (“LMW”). Essentially it remove the requirement for FIZ and
LMWs to account for GST on any transactions between it and other FIZs or LMWs.
These concessions follows the first Relief Order issued in March which gave concessions to FCZ
effectively removing GST from any supply of goods within an FCZ.
These Relief Orders effectively return the concessional treatment that existed for FCZs, FIZs and
LMWs under the previous sales tax regime.
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3. Recent Compliance Challenges
By Susie Tan (Senior Manager – GST) and Aniket Singh (Assistant Manager – GST) [Deloitte Johor
Bahru]
Delays in payment of GST Refunds are posing challenges for exporters

A key feature of Malaysia’s economy is its export focused manufacturing base, a sector that relies
heavily on high volumes to manage tight margins and cash flow constraints. The introduction of the
GST was intended to boost this industry as exports would not be taxed and would remove the cost
of indirect tax from the supply chain.
However, the beneficial effects of the efficiency of the GST is contingent on the ability of these
exporters to receive this GST back as quickly as possible so that it does not impact on their cash
flow to any significant extent. As exports are not taxed, exporters are entitled to a GST Refund for
GST incurred on their local costs. This should be payable within 14 working days of the GST Return
being submitted electronically.
Having said that, the practice to date has fallen short of these time frames for most exporters. This
has arisen due to the conduct of refund verification exercises by RMCD. The initial conduct of the
reviews is understandable as the availability of cash refunds potentially creates an incentive for false
refund claims to be made and the Director General would want to ensure that claims are legitimate.
However, this also needs to be balanced with the need for businesses to conduct their affairs in an
efficient manner, and the fact that most major exporters would already be well known to RMCD.
At present there is no consistent process for verification, with different verification requirements
posed by different RMCD officials. In some cases, an extensive record of documents need to be
provided. There have also been delays in the allocation of a case officer in a number of cases. While
we are not to suggesting that refunds do not get paid, (in fact Dato Subro has indicated in the
interview above that at least 50% of the refunds have been processed) the time taken to process
these refunds is posing significant cash flow concerns for these businesses.
One hopes that after the first review as RMCD become familiar with an exporters’ particular business
that such claims will be expedited in future. This would allow Customs to focus its attention on
unscrupulous traders seeking to profit through false refund claims.
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4. Upcoming events

Various members of Deloitte’s GST team and other key note speakers are actively providing thought
leadership on what has been the impact of the introduction of the GST. For your benefit we have
catalogued these below with the relevant links for your information:
A. 22 July 2015 – Malaysia GST Seminar (London) – led by Senthuran Elalingam, will be
discussing the new Malaysian GST regime and practical issues for organisations doing business
in Malaysia.
B. 23 July 2015 - MIA: Anti-Profiteering Seminar – led by Bruce Hamilton and Bonny Teo
C. 24 August 2015 - MIA GST Conference - Bruce Hamilton will be discussing the Anti-Profiteering
Regulations (Session 2) as well as sitting in the Panel Discussion session on the Future Outlook
(Session 5)
D. Deloitte GST Compliance Seminars will be held in


Kuala Lumpur



Melaka



Penang



Kuching

We invite you to explore other tax related information at:

http://www2.deloitte.com/my/en/services/tax.html
For the previous issue of the GST newsletter, please click here.
To subscribe to our newsletter, please click here.
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