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Greetings from Deloitte Malaysia’s Indirect Tax team  
 

Greetings readers, and welcome to the April 2021 edition of our Indirect Tax Chat and 
Salam Ramadan to all of our Muslim readers. 
 
In this month’s edition we will cover a number of recent developments, including 
potential changes to the treatment of directors’ fees, the process of claiming refunds 
due to bad debts, and the extension of various concessionary service tax policies.  
 
As the effects of the pandemic continues to be felt, we have made the decision to run 
all of our training and seminar sessions virtually this year. The first two of these sessions were run this month and 
focused on managing audits conducted by the Royal Malaysian Customs Department (“RMCD”). We had initially 
planned to run only one session but due to the overwhelming demand, we had to schedule a second running on 
the session this month. While this will never be a replacement for live sessions, we welcome the positive feedback 
and we will be running more sessions in the coming months. Do look out for our future invitations and register 
early to book your spot.  
 
Separately, here are some other recent news that may interest you: 

 

• The Association of Southeast Asian Nations (ASEAN) have developed an ASEAN Customs Transit System 
(ACTS) to improve the movement of goods between member countries. After years of pilot runs, ACTS 
was launched in November 2020, enabling businesses to lodge e-transit declarations directly with customs 
authorities and track the movement of goods from end to end. Traders can now carry out a single transit 
journey across participating countries — Cambodia, the Lao People’s Democratic Republic (Lao PDR), 
Malaysia, Singapore, Thailand and Vietnam — via a single truck, customs declaration and banker’s 
guarantee, enabling companies to benefit fully from the ASEAN Economic Community (AEC) and the free 
movement of goods across the region. For more information, please click here. 
 

• Socio Economic Research Centre executive director Lee Heng Guie believes that the time to consider the 
reintroduction of the GST is when the economy recovers from the COVID-19 pandemic, starting with a 
lower rate of between 3% and 4%. To ensure a smooth GST implementation and ease the burden on the 
small and medium enterprises (SMEs) as well as low-income households, he proposed that a wider 
selection of basic necessities be zero-rated, higher threshold be set for SME registration of the GST as well 
as efficient and prompt GST refunds. He goes on to share that the GST will eliminate leakages caused by 
businesses wilfully avoiding registration while enhancing tax collection for the government. For more 
information, please click here. 

 
We hope you find this month’s tax chat informative, and that you continue to stay safe and well. 
 
Best regards, 
Tan Eng Yew 
Indirect Tax Leader  

https://www.theedgemarkets.com/article/regulatory-new-online-customs-transit-system-set-boost-trade-asean
https://www.thestar.com.my/business/business-news/2021/03/31/shifting-the-balance-from-direct-to-indirect-taxes
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1. Service Tax on Directors’ Fees & Allowances  
 

Following on from our previous article in the December 2020 Chat, the Service Tax Guide on Professional Services 
as at 6 October 2020 (“Professional Services Guide”) has been withdrawn and is currently pending further 
updates. 
 
Since the reintroduction of service tax in September 2018, the RMCD has taken a broader view of what constitutes 
a management or consultancy service, and this extended to services provided by a non-executive director 
(“NED”). The RMCD clarified its views on the treatment of such services through its Professional Services Guide, 
released in October 2020.  
 
As a recap, a NED (under a contract for service) would provide his expertise to the company and would charge 
fees in addition to other charges such as allowances, benefits-in-kind, and reimbursements of out-of-pocket 
expenses. The fees for the NED’s consultancy services are subject to 6% service tax, whereas other charges or 
payments to be received by the NED from the company were not subject to service tax. The withdrawn 
Professional Services Guide in subparagraph 39(viii) provided the summary table below: 
 

 
 
We have been informed by the RMCD that the Professional Services Guide is being withdrawn with a view to 
updating the above treatment of the directors’ fees and allowances. We understand that the RMCD have put 
forward this revised view to the Tax Division at the Ministry of Finance (“MOF”) for their input and approval. 
 
In the interim, the RMCD has informed a number of taxpayers that they should take a prudent position and 
impose service tax on any of the payments made by the company to the NED, until such time an updated Guide 
is published. The RMCD advised that if ultimately their position is that service tax is not applicable for the 
payments mentioned above, the NED could issue credit notes and apply to the Director General for a refund of 
any overpaid tax. 
 
 
 

https://www2.deloitte.com/content/dam/Deloitte/my/Documents/tax/my-tax-indirect-tax-chat-dec2020.pdf
http://www.ctim.org.my/download.asp?cat=2123&file=pFIoDIILsKoIIFLEpKGsHJJDILpLMqFD.2qs
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While it is possible to recover overpaid or erroneously paid service tax from the RMCD under section 38 of the 
Service Tax Act 2018, this is time barred to a period of one year from the date the overpayment was made. 
Therefore, if this issue is not resolved within a year, the ability to recover amounts as refunds would reduce over 
time. 
 
We believe that it is unreasonable for the RMCD to propose that the NED should charge service tax on all its fees 
and allowances when there is ambiguity in the interpretation of the Law. Although the Professional Services Guide 
has been withdrawn, NEDs should be justified in relying on the withdrawn guide until the RMCD publishes an 
updated guide with their view.  
 
As a final note, NEDs (together with the company) would need to assess and ultimately decide which payments 
received from the company would be subject to service tax. This includes whether NEDs should levy the service 
tax on just their professional fees (for consultancy services), or other payments received such as benefits-in-kind, 
allowances, and reimbursements of out-of-pocket expenses. The party that would be affected the most are the 
companies in which the NEDs receive payments from, as the service tax charged is a cost to the business and not 
the NED.  
 

 
 
Brought to you by: 

 
 
 

 

 

 

 
 
Back to top 
 

  

 

 
 
 
Larry James Sta Maria 
Director 
Kuala Lumpur 

 

 

 

 
 
 
Patrick Ng 
Semi Senior 
Kuala Lumpur 
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2. Claim for Refund of Sales Tax and Service Tax in relation to Bad Debts 
 

As we move into the third year of the Sales Tax and Service Tax (“SST”) regime since its reintroduction, taxpayers 
would have started experiencing scenarios where they are unable to recover partial or full payment for provision 
of taxable goods and/or services from their customers on which taxes have been paid to RMCD. Since the 
abolishment of GST and the re-introduction of SST, the recovery of bad debt has been somewhat a grey area to 
many taxpayers if not all – with many still wondering whether there is an allowance for bad debt recovery under 
the present law.   
 
Under the previous GST regime, a taxpayer was able to claim bad debt relief, if they met the relevant conditions, 
and by simply making their claim in the relevant GST return. The current process under the SST law is a little more 
complicated as the taxpayer is still required to assess if the conditions are met, but are then required to file a 
separate application from the return for a tax refund.   
 
We append below the salient information in respect of a claim for bad debt recovery: 
 

Who can claim for a bad 
debt recovery? 

In respect of sales tax, any person who is or has ceased to be, a registered 
manufacturer. 
 
In respect of service tax, any person who is or has ceased to be, a registered 
person. 
 

What are the conditions 
to be satisfied? 

a) The whole or any part of the tax payable by the customer has been written off 
in the company accounts as bad debt; and  

b) The taxpayer is able to show that reasonable steps have been taken to recover 
the tax from the customer. 
 

How is a taxpayer able to 
recover sales or service 
tax paid in respect of bad 
debt? 
 

Taxpayer should apply for a sales or service tax refund to RMCD at the taxpayer’s 
controlling zone/state/station.  
 

What is the process of 
such refund application? 

A claim should be made via JKDM Form No. 2.  
 
Supporting documents that should be submitted: 
 

a) the copy of invoice issued in accordance with Section 21 Service Tax Act 
2018 or Section 21 of Sales Tax Act 2018; 

b) Form SST-02 and any other documents showing that the person has 
accounted for and paid such service tax; and  

c) records or any other document showing that:- 
i) the payment in respect of the provision of taxable services has not 

been received; 
ii) all reasonable efforts have been taken by the person to recover the 

payment; and 
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iii) the payment in respect of the provision of taxable service has been 
written off in the person’s account as bad debt.  

 

Is there a statutory time 
limit for a refund 
application in relation to 
bad debt? 

Yes, a claim for sales tax or service tax refund in relation to bad debt should be 
made within 6 years from the date the tax was paid to Director General. 

 
Although the law provides a mechanism to claim bad debt relief at present, it is important to note that the process 
is not without its practical difficulties. Typically, an application for refund is rather lengthy based on past 
experiences and this estimate assumes that all the supporting documents submitted are in order. Where the 
application is not complete, the process of obtaining the refund may take longer and, in some instances, the 
RMCD may even reject the application outright for a lack of supporting documents which then requires the 
taxpayer to file an appeal to get the refund.   
 
One critical area of confusion is what constitutes  “reasonable efforts have been taken” to recover payment from 
customers. In practice we have seen the RMCD’s view on “reasonable efforts” to go beyond what might be 
business or commercial norms for recovery of bad debt.  
 
The Law contained similar conditions under the GST, and at that time, the RMCD were of the view that 
“reasonable effort” would usually entail a legal notice or letter of demand issued to a customer requesting for 
the payment owed. In the business context, taking the legal route may not often be commercially practical or 
cost effective for the purposes of bad debt recovery – businesses may also run the risk of jeopardising their 
relationship with customers if hostile measures are required to show proof of “reasonable effort”. We have now 
seen in practice, in some cases RMCD asking if actual legal action was taken to recover the debt, even where the 
debt itself is not significant to warrant taking such legal action.  
 
The RMCD should look at simplifying the mechanism for bad debt claims and allowing for flexibility in terms of 
what is considered “reasonable efforts”. They should also allow some consideration on what the standard 
business and commercial processes are for recovering such debts, instead of imposing arbitrary requirements 
that no have commercial basis. Once the conditions are established, the taxpayer should be allowed to claim this 
relief via the usual return and not through a separate application.  
 
 

Brought to you by: 
 

 
Back to top  

 

 
 
 
Wendy Chin 
Senior Manager 
Kuala Lumpur 

 

 

 

 
 
 
Lekhashinii Nadarajan 
Semi Senior 
Kuala Lumpur 
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3. Extension of Service Tax Exemption for Labuan 
 

The Service Tax Policy 2/2019 (“STP2/2019”) which provided certain eligible companies in Labuan an exemption 
from self-accounting of service tax on certain imported taxable services has been amended to extend the 
exemption period up to 31 December 2021. The exemption provided under STP2/2019 originally had expired on 
31 August 2020.  
 
The services exempted must meet the following qualifying criteria under paragraph 2 of STP2/2019: 

• Eligible Labuan entities are exempt from accounting and paying service tax on imported taxable services 
listed in Group G (Professional Services) of the First Schedule of the Service Tax Regulations 2018. 

• Examples of services that fall within the scope of Professional Services include ‘management services’, 
‘consultancy services’ and ‘information technology services’. 
 

The exemption is only available for eligible Labuan entities carrying out the activities listed in the Labuan Business 

Activity Tax (Requirements for Labuan Business Activity) Regulations 2018 (“LBAT”). The Labuan entities must 

meet the minimum number of full-time employees and minimum amount of annual operating expenditure 

requirements, as specified under the Schedule of the LBAT Regulations. 

 

We would like to highlight that the exemption is based on self-assessment without requiring pre-approval. Eligible 
Labuan entities should quantify the amount of service tax paid from the period of expiry of the original policy (31 
August 2020) as this would be an overpayment of tax. Any service tax paid for the exempted imported taxable 
services acquired from 1 September 2020 until 31 March 2021 would be eligible for a refund under paragraph 3 
of STP2/2019 which can be done by submitting Form JKDM No. 2. Please note that this is time barred to a period 
of one year from the date the overpayment was made. Therefore, the refund application should be made as soon 
as practically possible. 
 

For more information on the original STP2/2019 issued in September 2019, please refer to our previous alert 

which is available here. 

 

Brought to you by: 
 

 
 

 

 

 

Back to top 
  

 

 
 
 
Senthuran Elalingam 
Executive Director 
(Partner) 
Kuala Lumpur 

 

  

 
 
 
Ahmad Amiruddin  
Ridha Allah 
Senior Manager 
Kuala Lumpur 

https://mysst.customs.gov.my/assets/document/Service%20Policy/ServiceTaxPolicy2.pdf
https://mysst.customs.gov.my/assets/document/Service%20Policy/STP%202-2019%20Amendment%20No_1.pdf
https://www2.deloitte.com/content/dam/Deloitte/my/Documents/tax/my-tax-indirect-aug2019-service-tax-exemption-on-imported-professional-services-into-labuan.pdf
https://www2.deloitte.com/my/en/profiles/selalingam.html


  Indirect Tax Chat – April 2021 

9 
 

4. Indirect Tax for Accommodation Services 
 

Service Tax Policy Updates 
 
In line with PEMERKASA, the RMCD issued a second amendment to the Service Tax Policy 9/2020 (“STP9/2020”). 
This second amendment extends the service tax exemption for accommodation services that was slated to end 
on 30 June 2021 (through the first amendment) to 31 December 2021. We covered STP9/2020 in our March 
2020 Chat, and the first amendment in our June 2020 Chat. 
 
 
Tourism Tax Regulatory Updates 
 
The Tourism Tax (Digital Platform Service Provider) Regulations 2021 (“TTDPSP Regs”) was gazetted on 31 March 
2021. Although Tourism Tax (“TTx”) was supposed to be levied by digital platform service providers (“DPSPs”) 
from 1 July 2021 onwards, the Minister of Finance has postponed the effective date for the implementation of 
the imposition of TTx on accommodation premises booked through DPSPs from 1 July 2021 to 1 January 2022. 
As such, the effective date for DPSP registration was also postponed from 1 April 2021 to 1 October 2021. This is 
available in an announcement issued by the RMCD, in English here and in the national language here. 
 
This is consistent with the announcement under PEMERKASA which we shared in the March 2021 Chat, where 
the current TTx exemption would be extended until 31 December 2021. 
 
Similar to the Tourism Tax Regulations 2017 for local operators of accommodation premises, the TTDPSP Regs 
for DPSPs provide the mechanisms to administer the TTx for the DPSPs.  
 
The salient points of the TTDPSP Regs are as follows: 

• Application for registration of TTx by DPSPs must be done in the prescribed Form TTx-01A and must be 
submitted to the RMCD through electronic service. 

• A DPSP must furnish a return for each taxable period (three months) in the prescribed Form TTx-03A to the 
RMCD through electronic service. 

• If there is a change in TTx after a DPSP has submitted its return, the DPSP can issue a credit note or debit note 
to adjust for the TTx. 

• Payment of TTx or penalty by DPSPs are to be made through electronic banking or in any manner as the RMCD 
may determine. 

• DPSPs who are eligible for refund of TTx due to remission or overpayment of TTx must apply to the RMCD in 
the prescribed Form TTx-04A. Application for refund due to remission of TTx must be submitted to the RMCD 
within 1 year from the date remission is granted. 

 
The RMCD also released the Tourism Tax Policy 1/2021, available in English and the national language. This policy 
is similar to the RMCD’s announcement in June 2020, available only in the national language here, which we 
covered in our June 2020 Chat. 
 
 
 
 

https://mysst.customs.gov.my/assets/document/Service%20Policy/STP%20No%209%20of%202020%20Amendment%20No_2.pdf
https://mysst.customs.gov.my/assets/document/Service%20Policy/STP%2009-2020%20amendment%206-3-2020.pdf
https://mysst.customs.gov.my/assets/document/Service%20Policy/STP%20No9%20of%202020%20(Amendment%20No_1).pdf
https://www2.deloitte.com/content/dam/Deloitte/my/Documents/tax/my-tax-indirect-tax-chat-mar2020.pdf
https://www2.deloitte.com/content/dam/Deloitte/my/Documents/tax/my-tax-indirect-tax-chat-mar2020.pdf
https://www2.deloitte.com/content/dam/Deloitte/my/Documents/tax/my-tax-indirect-tax-chat-jun2020.pdf
http://www.federalgazette.agc.gov.my/outputp/pua_20210331_P.U.%20(A)%20153.pdf
https://myttx.customs.gov.my/CTTAX/infopage/Announcement%20for%20Postponement%20Date%20of%20DPSP.pdf
https://myttx.customs.gov.my/CTTAX/infopage/Pemberitahuan%20Penangguhan%20Pelaksanaan%20PPPD.pdf
https://www2.deloitte.com/content/dam/Deloitte/my/Documents/tax/my-tax-indirect-tax-chat-mar2021.pdf
https://www.myttx.customs.gov.my/CTTAX/infopage/APPENDIX%202%20-%20Tourism%20Tax%20Regulations%202017.pdf
https://www.myttx.customs.gov.my/CTTAX/infopage/TTx%20Policy%20No.%201.pdf
https://www.myttx.customs.gov.my/CTTAX/infopage/Dasar%20TTx%20No.1.pdf
https://www.myttx.customs.gov.my/CTTax/Misc/frmCTAN31.aspx?objID=218622d8-ef05-456a-8ab8-41504032670a
https://www2.deloitte.com/content/dam/Deloitte/my/Documents/tax/my-tax-indirect-tax-chat-jun2020.pdf
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Brought to you by: 
 

 
 
 
 
We invite you to explore other tax-related information at: 
http://www2.deloitte.com/my/en/services/tax.html 
 
To subscribe to our newsletter, please click here. 
 
 
Back to top 
  

 

 
 
 
Eliza Kamaruddin 
Manager 
Kuala Lumpur 

 

  
 
 
 
 

http://www2.deloitte.com/my/en/services/tax.html
mailto:myindirecttaxchat@deloitte.com
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Contact us – Our Indirect Tax Team 
 
 

 

Tan Eng Yew 

 

Senthuran Elalingam 
Indirect Tax Leader 
etan@deloitte.com 

Executive Director (Partner) 
selalingam@deloitte.com 

+603 7610 8870 +603 7610 8879 
  

    

 

Wong Poh Geng 

 

Chandran TS Ramasamy 
Director Director 
powong@deloitte.com ctsramasamy@deloitte.com 
+603 7610 8834 +603 7610 8873 

    

 

 
Larry James Sta Maria  

 

 
Nicholas Lee  

Director Director 
lstamaria@deloitte.com nichlee@deloitte.com 
+603 7610 8636 +603 7610 8361 

    

 

Irene Lee 

 

Wendy Chin 
Associate Director Senior Manager 
irlee@deloitte.com  wechin@deloitte.com 
+603 7610 8825 
 
 
 
 
Ahmad Amiruddin Ridha Allah 
Senior Manager 
aamiruddin@deloitte.com 
+603 7610 7207 
 

+603 7610 8163 

 

  

https://www2.deloitte.com/my/en/pages/tax/articles/our-indirect-tax-team.html
mailto:etan@deloitte.com
mailto:nichlee@deloitte.com
mailto:irlee@deloitte.com
mailto:aamiruddin@deloitte.com
https://www2.deloitte.com/my/en/profiles/selalingam.html
https://www2.deloitte.com/my/en/profiles/etan.html
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Name E-mail address Telephone 

Leong Wan Chi 
Manager 

wanleong@deloitte.com  +603 7610 8549 

Eliza Azreen Kamaruddin 
Manager 

eazreen@deloitte.com +603 7610 7271 

Atika Hartini Suharto 
Manager 

asuharto@deloitte.com  +603 7610 7986 

Naresh Srinivasan 
Manager 

narsrinivasan@deloitte.com  +603 7650 6459 

Emeline Tong 
Assistant Manager 

emtong@deloitte.com  +603 7610 8733 

Carmen Yong 
Assistant Manager 

cayong@deloitte.com  +603 7610 9248 

 

 

Other offices 

Name E-mail address Telephone 

Susie Tan 
Johor Bahru and Melaka 

susietan@deloitte.com +607 268 0851 

Ng Lan Kheng 
Penang 

lkng@deloitte.com  +604 218 9268 

Lam Weng Keat 
Ipoh 

welam@deloitte.com +605 253 4828 

Philip Lim  
Kuching and Kota Kinabalu 

suslim@deloitte.com  +608 246 3311 

 
 
 
Back to top  
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mailto:narsrinivasan@deloitte.com
mailto:emtong@deloitte.com
mailto:cayong@deloitte.com
mailto:susietan@deloitte.com
mailto:lkng@deloitte.com
mailto:welam@deloitte.com
mailto:suslim@deloitte.com
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