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e-Invoice
Concept of e-Invoice

e-lnvoice

Refers to the process of issuing and receiving invoices in an electronic
format, where transactional data is sent from one system to another.

Global tax digitalisation initiative

Part of a global trend in digitalising tax where many countries have
implemented or plan to implement e-Invoice.

Different models adopted across the globe

e-Invoice can be implemented via the clearance method or the post-
audit method.
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Malaysia model
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e-lnvoice
Definition and Overview of the Hard Clearance Model

* Invoice or any document approved by DGIR, issued
by any person in relation to ‘goods sold’ or ‘services
performed’

* The invoice or document has gone through an
electronic transmission process and has been
validated by DGIR.

* Amendments to Section 2 of the ITA 1967, Section 2
PITA 1967 and Section 2 of the LBATA 1990.

O
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A Hard Clearance Model is where a central entity
(often a government agency) acts as the hub by
which all transactions flow between Access Points
This model is often used in government sponsored
initiatives where the central government wants to
track tax commitments

Latin America, Asian and some European countries
implemented the Hard Clearance Model. E.g.
Philippines and Indonesia
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Malaysia Model

Malaysia’s e-Invoice Background

Unlike other countries that have implemented e-Invoice clearance models where indirect
tax has been the driver, in Malaysia, direct and indirect tax are in focus

©

The first guidelines were released in July and an updated version with an additional specific
guideline was published in September. The MoF has reaffirmed the enforcement of e-Invoice
during the recent Budget 2024 announcement, and the e-Invoice requirements will be
embedded in the Income Tax Act

®

The IRB intends to use e-Invoice as a mean to address tax leakages and the shadow
economy. It also has plans to use the data to pre-populate tax returns. The RMCD are also
given access to e-Invoice information. (Subsection 138 of the ITA 1967)

©®

Failure to issue an e-Invoice would be considered an offence under the Income Tax Act and
for each offence, a fine of between RM 200 to RM 20,000 or imprisonment for a period not
exceeding 6 months or both can be imposed. (Subsection 120 (1) ITA 1967)

@)
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Malaysia Model

Benefits to taxpayers

Reduction in manual efforts and human errors.
Unified invoicing process through creation and submission of transaction document & data electronically.

©

Facilitated tax return filing.
Seamless system integration for efficient and accurate tax reporting.

®

Enables streamlining of operations.
Enhanced efficiency and significant time and cost savings.

©,

Digitalised financial reporting.
Aligns financial reporting and processes to be digitalised with industry standards.

@)
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What falls under e-Invoice?

E-Invoice applies to all taxpayers undertaking commercial activities in Malaysia.
The IRB has indicated that transactions falling under e-Invoice mandate is driven by the following scenario and invoice types:

Proof of
Income
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e Document is issued whenever a sale or other transaction is made

to recognise income of taxpayers.

Purchases made or other spending by taxpayers.

Includes returns, discounts, and income receipt correction.
Certain circumstances that requires taxpayers to self issue an
e-Invoice to document an expense, such as foreign transactions.

Employment income » Zakat
Pension  Scholarship
Alimony

Distribution of dividend in specific
circumstances
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Tax administration - empowering tax administration/initiatives

* Setting up of infrastructure
and launching “pilot project” .
for selected companies

Q4 2023/Q1 2024
@ August 2024

Mandatory implementation for businesses achieving
annual sales turnover threshold of more than RM100 million

@ January 2025

* Mandatory implementation for businesses achieving
annual sales turnover threshold between RM25 million to

RM100 million

* Non-selected companies may >RM100m

implement voluntarily9 }

2
[ e-lnvoice

RM25m — RM100m

July 2025

* Mandatory
implementation for
all businesses

D
[PDE ]

Voluntary Implementation
for businesses under non-
mandatory categories
(from January 2024)
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What else do we know?

Options

I. Companies to enhance
their existing systems to
be e-Invoice capable

ii. 3" party service provider @

lii. Free Solution on MylInvois
Portal that will be
developed and managed
by the IRB and provided to
companies

Adoption of a Continuous
Transaction Control
(CTC) Model

Applicability to all
transactions (including
B2C)

Q)
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LHDNM e-Invoice— Centralised CTC Model

Invoice Digitalisation Tax Reporting & Compliance

(3) Notification (6) Rejection Notification

@ Cancellation Notification

A Option A:
® <~ Service Provider Submission i
-‘ SUPPLIER Qb nvoices
INVOICE

Option B: Invoices =
Own System Integration o

= Option C: (@) e-Invoice Validation } IRBM
é MyTax via LHDNM Portal IRBM Cioud Database

Sharing of e- Reporting and
Invoice Dashboard
Services

(5)Rejection E

(3) Notification Analytics

(5) Rejection and Cancellation

@ Rejection Notification
@ Cancellation Notification
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Data Security and Privacy
Key steps taken by the IRBM to monitor e-Invoice data security and privacy:

* IRBM has identified the type of data collected, processed, AN
Data Protection Needs stored and shared through the Mylnvois System.

o IRBM will then understand the legal and contractual
\_ Obligations that apply to the data.

E ®
#* \ A To protect the e-Invoice data from unauthorised access,

ﬁ. Data Protection modification, loss or disclosure
Controls

IRBM will implement appropriate technical and

organisational controls.
S,
% (onitoring & Auditing
%

4
®

®

Monitoring & auditing data protection performance \
By benchmarking the performance against the objectives and
industry best practices and reporting, investigating, resolving

\ and learning.

®

practices to address any gaps, weaknesses, or opportunity
for improvement in the data protection policies, controls,
performance or incidents.

IBRM will continue to review and improve data protection
Review & Improve (
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Statement/bills on a periodic basis

Industries / sectors that issue
statements / bills to record
multiple transactions between
Suppliers and Buyers over a set
period instead of issuing
individual invoices for each
transaction:

Digital / Electronic Payment;
Financial services including
banking & financial institutions
Insurance

Stockbroking

Healthcare
Telecommunication
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Issuance of consolidated e-Invoice

Businesses are allowed to aggregate
statements / bills (where no e-Invoice is
required by Buyers) to issue consolidated e-
Invoice in accordance with current issuance
period within 7 calendar days after the end of
the billing period.

Regulated industries are not required to
disclose statement / bill reference number in
the consolidated e-Invoice

Certain activities are not allowed to
consolidate invoices:

Automotive

Aviation

Luxury goods and jewelry
Construction

Wholesalers and retailers of
construction materials
Licensed betting and gaming
Payments to agents, dealers, or
distributors

Malaysia e-Invoice




51 Required fields for e-Invoice

1. Supplier’s Name

2. Buyer’s name

3. Supplier’s Tax Identification Number
(TIN)

4. Supplier’s Registration /
Identification Number / Passport
Number

5. Supplier’s SST Registration Number

6. Supplier’s Tourism Tax Registration
Number

7. Supplier’s e-mail

8. Supplier’s Malaysia Standard
Industrial Classification (MSIC) Code

9. Supplier’s Business Activity
Description

10. Buyer’s TIN

11. Buyer’s Registration / Identification
Number / Passport Number

12. Buyer’s SST Registration Number

13. Buyer’s email

. Suppliers Address
. Buyer’s Address

. Supplier’s Contact Number

. Buyer’s Contact Number

18. e-Invoice Version
19. e-Invoice Type

20. e-Invoice Code / Number

21. Original e-Invoice Reference
Number

22. e-Invoice Date and Time

23. Date and Time of Validation
24. Supplier’s Digital Signature
25. Invoice Currency Code

26. Currency Exchange RATE
27. Frequency of Billing

28. Billing Period

. IRBM Unique Identifier Number

. Classification
. Description of Product of Service
. Unit Price

. Tax Type
. Tax Rate

. Tax Amount

. Details of Tax Exemption

. Amount exempted from Tax
. Subtotal

. Total Excluding Tax

. Total Including Tax

. Quantity

. Measurement41. Quantity

. Discount Rate

. Discount Amount

. Payment Mode

. Supplier’s Bank Account Number
. Payment Terms

. Payment Amount
. Payment Date

. Payment Reference Number

. Bill Reference Number

[ ] Optional Field
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12 Additional fields applicable for certain transactions under Annexure

1. Shipping Recipient’s Name
2. Shipping Recipient’s Address
3. Shipping Recipient’s TIN

4. Shipping Recipient’s Registration / Identification Number / Passport Number

© 2023 Deloitte Tax Services Sdn Bhd.

5. Reference Number of Customs Form No. 1,9, etc.

6. Incoterms

7. Product Tariff Code

8. Free Trade Agreement (FTA) Information

9. Authorisation Number for Certified Exporter
10. Reference Number of CUSTOMS Form NO. 2
11. Country of Origin

12. Details of other charges

|:| Optional Field

Malaysia e-Invoice
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Employment perquisites and benefits; and certain expenses incurred by employee on behalf of the
employer

General Rule: Employees required to request for e-Invoices to be issued under Employer’s name (where
, possible)

Concessions for e-Invoice issuance to employee
» Businesses/Employers will be allowed to use e-Invoice issued in the name of employee for proof of expense

» Foreign suppliers’ bills/receipts will be accepted as proof of expense, i.e.. no self-billed e-Invoice required for
proof of expense:

> In the event where employees paid for expenses incurred overseas
» For payments to foreign suppliers if perquisites and benefits are stated in the employer’s policy

Examples of employment perquisites & benefits Examples of expenses incurred by employee on behalf of
the employer

Employees’ pecuniary liabilities (e.g. utility bills, parking fees and car Accommodation

maintenance charges) Toll
Club membership

Gym membership

Professional subscriptions

Allowances (e.qg. travelling, petrol, toll rate, parking rate, meals, etc.)

Parking
Telecommunication expenses
Expenses incurred in a foreign country

© 2023 Deloitte Tax Services Sdn Bhd. Malaysia e-Invoice 15



Self-billed e-Invoice
Type of transactions that require self-billed e-Invoices

nt
deslors, distributors Coomeree
’ ’ transactions

etc.
Goods sold or Pay-out to all betting
SEIVER rend_ered by and gaming winners
forelgn suppllers and (excluding winners in relation to

; i betting and gaming in casino and
forelgn Income from gaming machines)

Profit distribution Acquisition of goods or
(|_.e.,_d|V|_dend services from individual
distribution) taxpayers
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Summary of tax incentives/grants in relation to implementation of e-Invoice as announced in Budget 2024

Digitalisation grant

Digitalisation grant of up to RM5,000
for MSME (total allocation of RM
100 million) for the upgrade of:

= Sales system
= |nventory system
= Digital accounting system
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Practical implications - e-Invoice
Key challenges

What will be the implication for companies where the reporting currency is
in a foreign currency? No clear guidance in the Finance Bill to date.

Currency exchange rate

Tax deductibility position !R_B_Will require businesses to hold \_/alid e-_-ln\_/oices for tax deductions, posing a challenge during the j
initial years, as not every vendor will go-live in 2024.

For some requirements, it is mandatory to adapt underlying ‘template’ _
process

Tax determination/tax

code

Tax determination or tax code must be correct in the source system, i.e., Sales and Service Tax rates and HS code

Oftentimes multiple systems will need to connect to the tax authorities, creating a challenge in how to link multiple systems to
the authorities or your business partner

© 2023 Deloitte Tax Services Sdn Bhd.

Multiple
systems
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