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Greetings from Deloitte Malaysia’s Indirect Tax team  
 

Greetings readers, and welcome to the February 2021 edition of our Indirect Tax 
Chat. We hope everyone had a wonderful Chinese New Year.  
 
In this month’s edition, we will touch on a few interesting topics. Firstly, we will go 
through the process of making voluntary disclosures under the sales tax and service 
tax (SST), and the key considerations you would need to make. We then move onto 
looking at the exported services rules under the service tax, in particular the 
categories of exclusions and when and how they should apply. Finally, we will touch 
on some recent technical updates.  
 
Moving onto other matters, the Tourism Tax (Amendment) Act 2021 has been gazetted, but has not yet come 
into operation. We covered the amendments brought about by this amendment Act in a previous Indirect Tax 
Alert, available here. The Royal Malaysian Customs Department (RMCD) also released an FAQ on tourism tax on 
accommodation premises booked through online platforms, available here and in the national language here. 
 
Separately, here are some recent news that may interest you: 

 

• The RMCD collected a total of RM38.67 billion in revenue in 2020, exceeding the initial projection of 
RM36.30 billion. Speaking at the virtually-held 39th World Customs Day celebration, Finance Minister 
Tengku Datuk Seri Zafrul Tengku Abdul Aziz said the achievement was proof of the RMCD’s excellent 
stature as one of the nation’s topmost revenue collection agency. Meanwhile, in a statement, RMCD 
director-general Abdul Latif Kadir said that the RMCD has managed to detect revenue leakages amounting 
to an estimated RM5.38 billion in 2020, which is RM2.42 billion more than the target of RM2.96 billion 
set for the year. Among the leakages detected were tax evasion from the seizure of various goods, other 
revenues such as settlement of Accounts Receivable – covering collection, remission, cancellation, as well 
as adjustments and claims bills issued by the department’s Compliance Division. For more information, 
please click here and here. 
 

• According to Affin Hwang Capital (AHC), the Government might be looking into the possible 
reimplementation of the goods and services tax (GST), but the implementation of the tax would likely be 
in 2022 or 2023. During AHC’s Malaysia Economic Outlook and Construction Sector Briefing on 4 February 
2021, AHC Chief Economist, Alan Tan said that the implementation of the tax would not be immediate 
and that it would likely be a “revenue neutral rate” or a lower rate that would be more acceptable to the 
public. He goes on to explain that the government would also be looking at the tax treatment, zero-rating 
exemption, and setting the right threshold for businesses to register. For more information, please click 
here and 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  

http://www.federalgazette.agc.gov.my/outputaktap/20210202_A1633_BI_Act%20A1633.pdf
https://www2.deloitte.com/content/dam/Deloitte/my/Documents/tax/my-tax-indirect-tax-chat-dec2020-special-alert-amendment-bills-2.pdf
https://myttx.customs.gov.my/CTTAX/infopage/20%20Jan%20FAQ%20TTx_BI.pdf
https://myttx.customs.gov.my/CTTAX/infopage/20Jan_FAQ%20TTx_BM.pdf
https://www.thestar.com.my/business/business-news/2021/02/02/customs-department-collected-over-rm38b-revenue-in-2020
https://www.theedgemarkets.com/article/customs-department-collected-rm3867b-revenue-2020-says-tengku-zafrul
https://www.thestar.com.my/business/business-news/2021/02/04/govt-may-reintroduce-gst-by-2022-or-2023-says-affin-hwang-research
https://www.theedgemarkets.com/article/govt-likely-look-reimplementing-gst-2022-or-2023-says-affin-hwang-capital
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1. Managing Indirect Tax Audit Risk – Voluntary Disclosures 
 

In recent briefings and discussions with the RMCD, they have indicated that they are increasing their audit focus 
in relation to the SST. While their audit activity is increasing, the RMCD is hoping that businesses take a more pro-
active approach to compliance and use the mechanisms and processes to voluntarily disclose any underpayments 
in advance of an audit.  
 
To make the process easier for businesses to voluntarily disclose in relation to underpaid SST and customs duties, 
the RMCD have also made available application forms that can be completed and submitted: 
 

1. Borang VD for over-collection of taxes for specific areas; and  
2. Borang SST-ADM for duty and/or sales tax exemption-related matters  

 
While the attitude of the RMCD in promoting voluntary disclosures is commendable, the benefits afforded to 
businesses who comply with this are not immediately clear. In particular, the RMCD has not provided any 
guarantee of waivers for penalties for those who come forward, or that voluntary disclosures would result in a 
particular business being viewed more favourably (e.g. be afforded a special status as a more compliant taxpayer). 
All that RMCD appear to be willing to offer is that such applications would be assessed on a “case-by-case” basis. 
Unfortunately, such pronouncements are unlikely to be encouraging for businesses who are considering taking 
the voluntary disclosure route. In saying that in practice, we have observed albeit in limited cases where 
reductions in penalties have been offered for voluntary disclosures, these require separate applications seeking 
remission of penalties from the voluntary disclosure itself. The cases are handled by different officers and teams, 
which create additional paperwork and costs for businesses as a result of these inefficiencies, and without any 
guarantee of a positive outcome.   
 
The RMCD would be better served creating a more robust and transparent framework and a streamlined process. 
This is in relation to the voluntary disclosure process where businesses can have comfort that by making such 
disclosures, this would result in a reduction in penalties and fewer audits. If such measures are in place, 
businesses would be more energised in this process, subsequently increasing RMCD’s collections.  
 
So in considering the uncertainty around the voluntary disclosure process, what should businesses do? Ideally, 
prevention and early detection is the most appropriate way to minimise any risk i.e. ensuring that you do not 
make a mistake the first time. However, no matter how much you invest in your systems and processes, errors 
are sometimes unavoidable. As a consequence, Tax and Finance should also develop an internal SOP for dealing 
with errors once identified including outlining the process on how such errors should be dealt with, and the 
options available, including that of making a voluntary disclosure.  
 
For more information on how Deloitte can assist you with managing indirect tax audits, please refer to our 
brochure here. 

 
 
 
 
 
 

https://www2.deloitte.com/content/dam/Deloitte/my/Documents/tax/my-tax-indirect-tax-chat-special-jan2021.pdf
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2. Service Tax Exclusions on Exported Services 
 

Services that are subject to service tax are prescribed in the First Schedule of the Service Tax Regulations 2018 
(STR). For professional taxable services under Group G (IT, management, consultancy, legal, architectural, 
engineering, etc.) in the First Schedule, the STR generally exclude services related to goods, land, or matters 
outside Malaysia (except employment and security services), which we commonly refer to as ‘exported services’.  
 
So what do these exclusions really mean? 
 
Only recently in the gazetting of the Service Tax (Amendment) Act 2020 do we now have a legal definition of what 
“goods” mean in the context of service tax. The term “goods” means all kinds of movable property. Therefore, if 
your business provides for example, management services in relation to movable property situated outside 
Malaysia, such services would be excluded from service tax.  
 
While there is no definition of “land” in the service tax legislation, section 2 of the Interpretation Acts 1948 and 
1967 provides a definition of “land”, which may be summarised as the surface of the earth and all things attached 
to the earth. Therefore, if you provide for example, consultancy services in relation to land situated outside 
Malaysia, such services would be excluded from service tax. 
 
When it comes to the term ‘matters outside Malaysia’, businesses should assess if the content of their services 
relate to Malaysia. Areas to look out for are when the taxable services provided relate to: 

a) Legislation in foreign jurisdictions 
b) Professional standards issued by bodies/governments in foreign countries 
c) Projects outside Malaysia 
d) Systems outside Malaysia 
e) Issues outside Malaysia 

 
For example, if you provide consultancy services to clients regarding their tax obligations in another country, such 
services would be based on tax legislation of that that foreign country, and thus related to matters outside 
Malaysia, which will be excluded from service tax. Another example would be if you provide architectural services 
to design a plant for a construction project overseas, such architectural services would be related to matters 
outside Malaysia, and thus excluded from service tax. 
 
The RMCD has also provided some examples of services relating to matters outside Malaysia, which are available 
across several of their published guides. One such example is from RMCD’s Guide on IT Services in paragraph 11 
which includes a scenario where a company, XYZ Sdn. Bhd. developed a system for banking transactions for a 
private bank in Thailand. In the Guide, the RMCD explained that these IT services are in relation to matters outside 
Malaysia, and hence excluded from service tax.  
 
 
 
 
 
 

http://www.federalgazette.agc.gov.my/outputaktap/20201231_A1632_BI_Act%20A1632.pdf
https://mysst.customs.gov.my/assets/document/Industry%20Guides/GI/Guide%20on%20IT%20Services%202020_updated_13072020.pdf
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A common error we have noticed is that businesses would look at the location of the billing party / service 
recipient to determine if the service qualifies for the export exclusion. Whilst this may have been true for GST, 
for service tax purposes, businesses should only look at the type of services performed and what the services 
relate to. If an invoice is issued to a client in Malaysia, but the services fulfil the conditions for exclusion, i.e. it 
relates to goods, land, or matters outside Malaysia, it would still be excluded from service tax. Likewise, if an 
invoice is issued to an entity outside Malaysia, but the services rendered does not relate to goods, land, or matters 
outside Malaysia, the services provided to the foreign entity would still be subject to service tax. 
 
As a cost mitigation exercise, businesses should also focus on the services they acquire from both local and foreign 
vendors to assess if any of these services should be excluded from service tax by virtue of it falling under one of 
the exclusions discussed above. As service tax is a cost to the businesses, extra effort is needed to ensure that tax 
is not being overpaid, consequently increasing the overall tax for the business.  
 
 

Brought to you by: 
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3. Guide on Return and Payment for Sales Tax and Service Tax (SST-02 & SST-02A) 
 

RMCD released the following guides to assist taxpayers to better understand the return and payment process: 

a) The latest version (i.e. version 3) of the Guide on Return and Payment for Sales and Service Tax is dated 
13 October 2020. The revised guide supersedes the Sales Tax Guide on Return & Payment and Service Tax 
Guide on Return & Payment, both dated 29 September 2018; 

b) The guidelines for filing up the SST-02 form (manual submission) dated 13 October 2020; and 
c) The guidelines for filing up the SST-02A form (manual submission) dated 13 October 2020. 

 

We have highlighted a few salient points mentioned in the revised Guide on Return and Payment below:  

No. Type Application process 

1. Basis for accounting 
for service tax 
 

SST-02 

• A registered person is required to account for service tax based on the 
payment basis (i.e. where payment of services is received).  

• However upon obtaining the Director General of RMCD’s approval, a 
registered person can account for service tax on invoice basis (accrual basis). 

 
SST-02A 

• A non-registered person that has acquired imported services shall account for 
service tax either when payment has been made or invoice received, 
whichever is earlier. 

 

2. Importation of 
taxable services by 
any taxable or non-
taxable person  

• With effect from 1 January 2019, RMCD has made the following requirements: 
a) Any registered company acquiring imported taxable services is required 

to account for service tax or sales tax in the SST-02 form; and 
b) Any non-registered company acquiring imported taxable services is also 

required to declare service tax payable in the SST-02A form. 
 

• The return (i.e. SST-02/SST-02A) shall be furnished to the Director General of 
RMCD no later than the last day of the following month, after the payment 
has been made or invoice received. 

 

3. Correction of error 
in form SST-02/SST-
02A 
 
 

• Any correction/error in either the SST-02 / SST-02A form that has been 
submitted shall be corrected in the MySST system according to the following 
circumstances: 

 

 
 

https://mysst.customs.gov.my/assets/document/Specific%20Guides/Sales%20Tax_Service%20Tax_Guide%20on%20Return%20and%20Payment%20V3.pdf
https://mysst.customs.gov.my/assets/document/Specific%20Guides/Appendix%20II_Return%20SST02%20Guidelines.pdf
https://mysst.customs.gov.my/assets/document/Specific%20Guides/Appendix%20III_Return%20SST02A%20Guidelines.pdf
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• For any correction that cannot be made through the MySST system, an 
application would need to be submitted in writing to the relevant controlling 
station for verification purposes.  

 

4. Method of payment 
and date to 
determine the time 
of payment 
received 

• Payment of tax can be made electronically through the MySST system via FPX 
or manually by cheque or bank draft only. The cheque or bank draft must be 
in the name of KETUA PENGARAH KASTAM MALAYSIA. 

• In relation to payment made via FPX, the maximum payment for Corporate 
Account (B2B) is RM100 million whilst for individual (B2C) is RM100,000.  

• If the total amount paid exceeds the maximum limit, then payment should be 
made manually by posting either a cheque or bank draft to the Customs 
Processing Center, attaching the SST-02 / SST-02A form which have been 
submitted via the MySST system. The address for the Customs Processing 
Center is: 

 
Customs Processing Center (CPC) 
Jabatan Kastam Diraja Malaysia 

Kompleks Kastam WPKL 
No. 22 Jalan SS 6/3 Kelana Jaya 
47301 Petaling Jaya, Selangor. 

 

• The table below elaborates the payment received date for each payment 
method:  

 
 

Payment method Payment received date 
 

a) Payment made via FPX Date generated by the MySST system. 

b) Payment via 
cheque/bank drafts 
submitted by post 

Date of post mark. 

c) Payment submitted via 
courier services 

Date the tracking number is recorded 
in the courier services company’s 
system (tracking system). 

 

Deloitte’s comments 

Based on our understanding in relation to correction of errors in Form SST-02/SST-02A, if the company has 

previously under-reported service tax, a revision via the supplementary SST-02 form must be done after the 

submission of the SST-02 form and payment has been made in the MySST system. However, there may be 

instances where the company may not be able to submit several amendments all at once. In such cases, the 

company would be required to make payment for each supplementary SST-02 form submitted first before 

proceeding in making the next amendment.  

Failure to make payment on time or inserting the right information in the SST-02/SST-02A form may result in 

either a late payment penalty or a fine. From experience, RMCD could be stringent when it comes to such errors 
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and although making an appeal is possible, it is a lengthy process. As such, these return and payment processes 

should not to be taken lightly, especially if the tax amount involved is significant. 

 

 
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. 
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  Indirect Tax Chat – February 2021 

11 
 

 

 

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 
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mailto:irlee@deloitte.com
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