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Greetings from Deloitte Malaysia’s Indirect Tax team  
 

Greetings readers, and welcome to the July 2021 edition of our Indirect Tax Chat. 
 
In this month’s edition we will cover a number of recent developments, including a 
change in the service tax treatment of maintenance and service charges collected by 
commercial building owners. I am pleased to report this change was driven by the 
Deloitte indirect tax team as we supported the industry in appealing against an earlier 
decision by the authorities to alter their view. You can read about this in further detail 
below.  
 
In this edition, we will also cover a new service tax policy by the Royal Malaysian Customs Department (“RMCD”) 
on accommodation services and examine the indirect tax implications of transfer pricing adjustments. 
 
Earlier this month we held our Year in Review webinar on sales tax and service tax (“SST”), which was well 
attended. Due to the positive feedback, we will be running more sessions on SST in the coming months. Look out 
for our future invitations and register early to book your spot.  
 
Separately, here are some other recent news that may interest you: 

 

• Malaysian Rating Corporation Berhad Chief Economist, Firdaos Rosli believes if the goods and services tax 
(“GST”) were to be reintroduced, it should be done within the next 10 years. He elaborates by sharing 
that the “timeline also makes a difference because if we were to introduce GST at a later stage, it creates 
the notion that it is not something that urgent. We could decide to reintroduce it in 2029”. For more 
information, please click here. 
 

• According to the International Trade and Industry Ministry (“MITI”), Malaysia and Turkey have signed a 
joint declaration on the expansion of the free trade agreement between the two governments, to 
reinforce the mandate in pursuing the expansion of the agreement to include chapters on services, 
investment, and e-commerce. MITI said Turkish President, Recep Tayyip Erdogan underscored the 
importance of elevating existing trade and investment linkages between Malaysia and Turkey, including 
through the Malaysia Turkey FTA (“MTFTA”). For more information, please click here, 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  

https://www.freemalaysiatoday.com/category/nation/2021/07/19/shared-prosperity-vision-needs-major-overhaul-says-economist/
https://www.theedgemarkets.com/article/fta-expansion-further-boost-malaysiaturkey-trade-ties-%E2%80%94-miti
https://www.miti.gov.my/miti/resources/Media%20Release/FINAL_MEDIA_RELEASE_ON_MTFTA_EXPANSION_13_JULY_2021_7PM.pdf
https://www.miti.gov.my/miti/resources/Media%20Release/Media_Release_-_YB_Dato%E2%80%99_Seri_Mohamed_Azmin_Ali_Met_President_Of_Turkey,_Recep_Tayyip_Erdogan_To_Discuss_Collaborative_Efforts_For_Economic_Recovery.pdf
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1. Reversal of RMCD’s Position on Building Maintenance Charges   
 

Further to our article on RMCD’s current position on building maintenance charges in our January 2021 Chat, this 
article provides an update on the position adopted by RMCD on the subject matter following representations 
made by certain industry associations. 
 
Recently, Deloitte supported an association in the property industry to prepare and submit a technical case to 
the RMCD on why service tax should not apply on the building maintenance charges. Concurrently, a submission 
was also made to the Minister of Finance (“MOF”), to present the business and commercial case against the 
imposition of service tax on the building maintenance charges, and to request for an exemption from the 
imposition of service tax on the building maintenance charges.  
 
Based on this approach, discussions were initiated between the RMCD and MOF on the matter, resulting in a 
favourable outcome for the association, with RMCD reversing its earlier position that such charges should be 
subject to service tax. 
 
Deloitte has since obtained for the association, written confirmation from the RMCD that building maintenance 
charges would not be subject to service tax effective from 1 September 2018. The RMCD has indicated this 
decision will be formally reflected in the Management Services Guide in an update.  
 
This decision is welcome and provides the much-needed clarity and certainty for building owners on the service 
tax treatment of building maintenance fee which has been ambiguous since the re-implementation of Service 
Tax.  
 
The receptiveness of the RMCD and MOF to jointly discuss and consider the technical and commercial basis of 
the issue, is a positive direction for the tax and business environment. It also demonstrates the potential benefits 
of approaching the authorities as an industry, which can provide a broader industry-wide perspective and lends 
strength to representations made. 
 
What this means for the building owners that have previously accounted for service tax on maintenance and 
service charges, is that they may now be eligible for a refund or an offset of the taxes previously charged and 
collected. 
 

Brought to you by: 
 

 
 

 

 

 
Back to top  

 

 
 
 
Larry James Sta Maria 
Director  
Kuala Lumpur 

 

 

 

 
 
 
Lekhashinii Nadarajan 
Senior 
Kuala Lumpur 

https://www2.deloitte.com/content/dam/Deloitte/my/Documents/tax/my-tax-indirect-tax-chat-jan2021.pdf
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2. SST Technical Updates 
 

Service Tax Exemption for Accommodation Services 
 
In line with the announcement of the “PEMERKASA” initiative, the RMCD has issued the Service Tax Policy No. 
2/2021 (“STP 2/2021”) to extend the service tax exemption for accommodation services that was slated to end 
on 30 June 2021 through the first amendment to the Service Tax Policy No. 9/2020 (“STP 9/2020”). 
 
To recap, for accommodation services, column 2 of Group A in the First Schedule to the Service Tax Regulations 
2018 (“STR”) prescribes the following taxable services: 
 

(2) 
Taxable service 

(a) Provision of accommodation premises excluding accommodation premises provided by an employer as a 
facility to his employees. 

(b) Provision of any other taxable service specified in other Groups in this Schedule. 
(c) Provision of other services within the accommodation premises. 
(d) Provision or sale of tobacco products and alcoholic and non-alcoholic beverages. 

 
Under STP 2/2021, only the taxable service prescribed under item (a) mentioned above is granted the exemption, 
which is the provision of accommodation premises. Paragraph 4 in STP 2/2021 expressly states that the taxable 
services prescribed in items (b), (c), (d) in column 2 of Group A are subject to service tax.  
 
This is a stark contrast to STP 9/2020 which exempted all four prescribed services in column 2 of Group A, as 
stated in paragraph 3 of STP 9/2020. Although STP 9/2020 was initially extended to 31 December 2021 through 
its second amendment, this has since been revoked with the issuance of STP 2/2021.  
 
Therefore, effective 1 July to 31 December 2021, only the service of providing accommodation premises [item 
(a) in column 2] is exempted from service tax, while the other prescribed services are no longer exempted. The 
immediate effect would be that accommodation premise operators would need to start charging service tax on 
other services provided. For example, where a hotel provides food and drinks as prescribed in Group B, and 
massage services as prescribed in Group C in the First Schedule to the STR, these would now be subject to service 
tax. 
 
The responsibilities of the accommodation premise operator remain the same, which are: 

• To continue issuing an invoice and state under the tax column as “0%” or “tax exempted”. 

• To submit the SST-02 return according to their taxable period. 

• To declare the total value of exempted services in item 18(c) of SST-02 return. 
 
We previously covered STP 9/2020 in our March 2020 Chat, its first amendment in our June 2020 Chat, and its 
second amendment in our April 2021 Chat. 
 
 
 
 

https://mysst.customs.gov.my/assets/document/Service%20Policy/STP%202%202021%2030062021.pdf
https://mysst.customs.gov.my/assets/document/Service%20Policy/STP%202%202021%2030062021.pdf
https://mysst.customs.gov.my/assets/document/Service%20Policy/STP%20No9%20of%202020%20(Amendment%20No_1).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%20No.%209%20of%202020%20(Amendment%20No.%202)%20Revoked%2030062021.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
https://www2.deloitte.com/content/dam/Deloitte/my/Documents/tax/my-tax-indirect-tax-chat-april-2021-final.pdf
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Extension of Filing and Payment Deadline for the April – May 2021 Taxable Period 

 
Due to the ongoing pandemic and lockdown in Malaysia, the RMCD is providing a one-month extension of filing 
and payment deadline for SST for the April – May 2021 taxable period (which is statutorily due by 30 June 2021), 
to 31 July 2021. The late-payment penalty would be remitted based on application by the registered 
manufacturer or registered person, on the condition that the SST-02 return is filed and tax payment is made by 
31 July 2021. More information on the RMCD’s announcement is available here (available in Bahasa Malaysia 
only). 

 
 
 
 
Brought to you by: 

 

 
Back to top  

 

 
 
 
Ahmad Amiruddin  
Ridha Allah 
Senior Manager 
Kuala Lumpur 

 

 

 

 
 
 
Patrick Ng 
Senior 
Kuala Lumpur 

https://mysst.customs.gov.my/assets/document/Annoucement/Penghantaran%20dan%20pembayaran%20CJ%20dan%20CP%20bagi%20tempoh%20bercukai%20April%20Mei.pdf
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3. Transfer Pricing (“TP”) adjustments - growing focus from indirect tax perspective 
 

TP adjustments for direct (income) tax purposes is a prevalent practice in related-company transactions, usually 

cross-border but less common between related entities in Malaysia. These TP adjustments alter the entity-level 

profit, and hence direct tax position, of the related companies.  

Although TP adjustments are well-established in direct tax, there has been growing focus by the RMCD on their 

indirect tax implications. This is where the related party transactions involve goods that are liable to indirect taxes 

(import duty/excise duty/sales tax) and could even extend, in principle, to related party transactions involving 

services liable to service tax. 

Upward or downward TP adjustments are usually carried out at the end of every financial year by issuance of 

documents such as debit note(s) (“DN”) or credit note(s) (“CN”), respectively, between the related parties. From 

an indirect tax perspective, the issue is whether these TP adjustments would impact the valuation of any 

underlying transactions (undertaken throughout the year) for goods/services (i.e. value on which the indirect 

taxes were calculated and paid on underlying goods/services). The RMCD may scrutinise particularly upward 

adjustments resulting in higher value of goods/services to pursue any resulting short paid indirect tax from the 

related company that is allegedly liable, for example: (a) importers of dutiable/taxable goods, (b) sales tax-

registered manufacturers of locally manufactured taxable goods, or, (c) the following classes of persons in the 

event ‘group relief’ is not fulfilled for service tax – (i) service-providers of ‘local’ taxable services, (ii) service-

recipients of imported taxable services or (iii) foreign service providers of digital services. 

Where the underlying transactions are cross-border goods, there are international customs valuation and TP 

principles, that have similarities and differences in their respective determination of the arms’-length customs 

value of imported goods (for the purpose of any applicable import duty, excise duty, or sales tax), and profit for 

direct tax purposes. From our experience, the RMCD’s focus on upward adjustments of related-party transactions 

are substantially based on customs valuation principles and the RMCD is hesitant to adopt TP principles without 

some customisation (no pun intended) from indirect tax perspective.   

In the circumstance of underlying transactions of local delivery of goods liable to sales tax, local services liable to 

service tax and digital services by foreign service providers, there are specific sales tax and service tax rules 

concerning adjustments for sales tax/service tax, which are dissimilar from TP principles and require mandatory 

compliance by the related service-provider (sales tax-registered manufacturer/ registered local or foreign service-

provider).  

We have also noticed that while the RMCD generally pursues upward TP adjustment of cross-border goods, to 

determine if there could be any exposure for short-paid indirect tax, the current RMCD practice does not seem 

to recognise refunds of indirect tax in case of a downward TP adjustment of cross-border goods. In our view, such 

practice would be contrary to the constitutional protection of equality before the law and is open to challenge 

before the Customs Appeal Tribunal and the courts. 

 

 



  Indirect Tax Chat – July 2021 

8 
 

Meanwhile, the formidable power of the RMCD to issue a bill of demand (“BOD”) for any short-paid indirect tax 

and any applicable penalty retrospectively for 6 years’ past under indirect tax laws, makes it imperative for 

companies to assess the impact of TP adjustments from an indirect tax perspective. Possible measures that can 

be taken after such an assessment include applying for a customs ruling that TP adjustments should effectively 

not have any bearing for indirect tax purposes, or making voluntary disclosure (“VD”) to RMCD for a certain period 

to obtain possible concessions from the RMCD to reduce the 6-year period of past exposure to only the VD period. 

 
 
 

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 
  

 

 
 
 
Chandran TS Ramasamy 
Director 
Kuala Lumpur 

 

 

 

 
 
 
Naresh Srinivasan 
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 
 
 
 
Eliza Azreen Kamaruddin 
Senior Manager 
eazreen@deloitte.com  
+603 7610 7271 
 

+603 7610 8163 
 
 
 
 
Leong Wan Chi 
Senior Manager 
wanleong@deloitte.com  
+603 7610 8549 

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
mailto:eazreen@deloitte.com
mailto:wanleong@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 

Atika Hartini Suharto 
Manager 

asuharto@deloitte.com  +603 7610 7986 

Naresh Srinivasan 
Manager 

narsrinivasan@deloitte.com  +603 7650 6459 

Carmen Yong 
Manager 

cayong@deloitte.com  +603 7610 9248 

Tiffany Lee 
Assistant Manager 

tiflee@deloitte.com  +603 7610 8750 

 

 

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  

mailto:asuharto@deloitte.com
mailto:narsrinivasan@deloitte.com
mailto:cayong@deloitte.com
mailto:tiflee@deloitte.com
mailto:susietan@deloitte.com
mailto:lkng@deloitte.com
mailto:welam@deloitte.com
mailto:suslim@deloitte.com
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