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  LAMPIRAN A 
 

ISSUES AND CUSTOMS FEEDBACK 
 

No. ISSUE 

 

ORGANIZATION/ 
QUESTION NUMBER 

QUESTIONS  FEEDBACK FROM CUSTOMS 

1. Claim for bad debt 
relief  

CTIM(1) 
 

 

(i) Notification of Claim on Bad Debt Relief 
Sektor VII, The RMCD reply that 
“The taxable person need to notify RMCD 
only once and RMCD will respond in writing 
of his obligations to claim at a later stipulated 
date. 
This obligation will then also apply should a 
similar situation arise. 
RMCD are in the process of developing the 
Standard Procedure for Bad Relief Claim in 
TAP.” 

(ii) Eligibility of Bad Debt Relief 

DG’s Decision 1/2014, item 3, Paragraph (ii)(b) 
states that  

The bad debt relief may be claimed if – (w.e.f. 
28/10/2015) 
(a) ………., and 
(b) the supply is made by a GST registered 

person to another GST registered person;  
 

(i) Notification of Claim on Bad Debt Relief 

Please confirm that the RMCD only requires the 
GST registrant to notify RMCD that it will claim 
bad debt relief after 6 months.  No special 

(i) If the taxable person does not want to 
claim the bad debt relief after 6 
months, he is required to notify RMCD 
only once through TAP. After 
notification, GST registrant is required 
to claim bad debt relief 12 months after 
the taxable period in which the output 
tax has been paid or the date when the 
bad debt is written off, whichever is the 
later. 
 
Notifications on claim for bad debt 
relief (refer GST Portal). 

 
“In accordance of Sec 58 GSTA, with 
effect from 20/6/2016, if the bad debt 
relief is not claim by the supplier in the 
immediate taxable period immediately 
after the expiry of the 6 month, the 
notification to the DG to defer such 
claims must be made through TAP “ 
 

(ii) Policy is made by DG in DG Decision 
1/2014 (Amendment 23.10.2015) 
whereby Bad Debt Relief is only 
allowed where the supply is made by a 
GST registered person to another GST 
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approval from RMCD is required.   

The company also does not have to notify RMCD 
again when a new bad debt arises in future. 
 
We wish to highlight that not all companies 
consider a debt as “bad” after six months and 
even if they do, they may not have taken the 
necessary steps to meet the requirement of 
“taken action to recover the debt” by the end of 
6 months or even in some cases 12 months.  
  
We wish to seek RMCD’s confirmation that only 
a notification is required to be made but no 
additional claim period will be imposed.  As 
RMCD is aware, taxpayers are allowed under 
law to make a claim for bad debt relief within 6 
years. 
 
CTIM would like to request for copy of the draft 
Standard Procedure for Bad Debt Relief Claim so 
that constructive feedback may be provided to 
enhance smooth implementation.  
 
(ii) Eligibility of Bad Debt Relief 
We note that the requirement in the DG’s 
Decision that the supply is made to another GST 
registered person is not prescribed by the law 
Such a requirement unnecessarily creates a 
need to determine whether the buyers are GST 
registrants.  In addition, these GST that cannot 

registered person. 
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be claimed as bad debt relief will not be entitled 
for income tax deductions.  This requirement 
create additional GST costs as well as income 
tax cost to the taxpayers.  Many of the SME 
customers are non-GST registrants.   
 

  MICPA(17) Reference is made to the following pertaining to 
the above: 
 
i. Section 58(1) of the Goods and Services 

Tax Act 2014; 
ii. Rule 70, Part X of the Goods and Services 

Tax Regulations 2014 [P.U.(A 190/2014); 
iii. Para. 142 of the General Guide (as at July 

12, 2016); and 
 

Item 3 of Director General Decisions 1/2014 
It is noted from items (i) and (ii) that the 
condition “the supply is made by a registered 
GST person to another GST registered person” 
found in items (iii) and (iv) is not present. 
 
Hence, please confirm that the bad debt relief 
can be claimed in respect of taxable supplies 
made to a non-GST registered person. 
 

(i) The policy has been made by DG in DG 
Decision 1/2014 (Amendment 
28.10.2015) 
 

(ii) Bad debt relief is only allowed where 
the taxable supply is made by a GST 
registered person to another GST 
registered person. 

 

2. Expediting Refund Of 
ITC 
 

CTIM(2) Unit Pulangbalik dan Peralihan reply that  
“Once the account is verified, Regulation 67(1) of 
the GST Regulation 2014 will not be applicable. It 
will no longer be 14 working days for online 

All refund application will be subject to 
verification either through the system or 
letter/ emails. If there is a need for further 
verification, Section 38(5)(a) allows the DG 
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 submission and 28 working days for manual 
submission. Regulation 67(2) will be applicable 
once the account is verified.” 
 
Under normal circumstances, the refund 
procedures will include verification on the 
amount of ITC claimed.  The RMCD position 
would render Regulation 67(1) ineffective.   
 
CTIM would like to seek clarification from the 
RMCD under what circumstances will the 
account not subject to verifications. 
 

to withold the refund on the amount of ITC 
claimed until all the information is 
provided. Regulation 67(2) allows refund to 
be made within 90 days from the date of 
information received. 
 

3. Directors 
 

CTIM(3) 
 

Directors As Connected Persons 
Sektor VII of RMCD clarified that  
Para 2(1)(a). Third Schedule, GST Act  2014 
states that “they are officers or directors of one 
another’s business” 
 
Connected person is between companies and 
not between the persons itself. 
 
For example: 
Director A and Director B are both directors in 
Company X and Company Y. Therefore 
Company X and Company Y are connected 
persons. 
 
Directors As Connected Persons 
The interpretation of Directors as connected 
person by the RMCD has vast implications.  

(i) Director is treated as employee and 
free service is not a supply and not 
subject to GST 
 

(ii) Para 29 of the guide on Employee 
Benefit is still applicable but RMCD 
agree that the example given in Item 15 
of the guide is not correct and therefore 
will be amended soon. 
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Many companies have unwittingly become 
connected persons by virtue of the same person 
sitting the Board of Directors in both companies 
and transactions between them have to be 
priced in accordance to open market value.   
 
CTIM suggest that the RMCD to revisit the 
intention of the legislation.  We proposed that 
the law be amended to be in line with related 
parties under Companies Act 1965.  CTIM will 
be pleased to provide the feedback for the draft 
amendment that may be required to achieve the 
objectives of the legislation. 
 
Many companies has invited outsiders with 
expertise to sit in the Board of Directors as an 
independent director.  The invitee may also be 
invited in several other companies.  Based on 
the RMCD interpretation, these apparently 
seemingly unrelated companies now suddenly 
found that they are connected persons. 
 
Please clarify why is the free service by the 
company to a director considered as a deemed 
supply of services that if a director is not a 
connected person to the company. 
 

  MICPA(8) With reference to RMCD’s response to CTIM’s 
issue no. 11 for meeting no. 1/2016 and issue 
no. 29 as per Lampiran A [CTIM (9)] for meeting 
held on 30/6/16. 

(i) Director is treated as employee and 
free service is not a supply and not 
subject to GST. 
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We understand from the RMCD’s response that 
a director of a company is not considered as a 
connected person to the company. 
 
However, paragraph 29 of Guide on Employee 
Benefit dated 6 April 2016 states that with 
reference to paragraph 6 of the 1st schedule of 
the GST Act, free service to a director is a 
deemed supply. 
 

(ii) Para 29 of the guide on Employee 
Benefit is still applicable but RMCD 
agree that the example given in Item 15 
of the guide is not correct and therefore 
will be amended soon. 

4. Claim of ITC  
 

 
 

CTIM(4) 
 
 

Services For Pre-Commencement Of Business 
Claim for Input Tax credit (ITC) on goods 
acquired incurred before GST registration is 
allowed but claim for ITC on services incurred 
was disallowed.  CTIM would like to know the 
rationale for the different treatment. 
 
CTIM would like to request the RMCD to 
reconsider disallowing Input Tax incurred 
before GST registration.  It is common for 
businesses to engage for services before the 
businesses commence operation.  Disallowing 
ITC increases start-up costs for entrepreneur 
and is not consistent with the Government 
pledge, i.e. GST will not burden businesses.  It 
will also have a negative impact on vitality of 
our economy. 
 
 
 

Present policy does not cater for ITC 
incurred on services. Regulation 46 applies 
to goods only. 
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  MICPA(9) Input tax credit provided in Regulation 46 
 
With reference to CTIM’s issue no. 14 for 
meeting no. 1/2016. 
 
Issue 1: 
 
RMCD has yet to reply to the clarification 
sought by CTIM as follows:- 
 
“CTIM would like to seek clarification whether 
the deemed input tax credit provided in 
regulation 46 (input tax credit on pre-
registration expenses on goods) required any 
approval to be made to the DG? (if so, please 
indicate the detail procedures).” 
 
Issue 2: 
 
For property developer who is unable to be 
registered for GST purposes without the 1st 
taxable supply to be made within 12 months 
from the date of application for registration. 
 
For issue 1, please advise on the procedures. 
 
For issue 2, please clarify whether construction 
services incurred by the property developer for 
commercial properties that were capitalised as 
part of the building cost in the inventory held 
for sale (i.e. commercial property for sale after 

Issue 1 : 
(i) Input tax on any asset held on hand can 

be claimed on the book value within 6 
years from the date of registration. 
  

(ii) In the case of land and building, input 
tax claim is on the open market value of 
the assets or book value whichever is  
the lower. 

 
(iii) Based on Regulation 46, the registered 

person have to obtain approval from 
DG before the claim is made. The 
application for the approval must be 
made in writing. 
 

Issue 2 : 
(i) Any services related to capital goods is 

not claimable unless it is capitalised 
before the date you are required to be 
registered. For the purpose of claiming 
under Regulation 46, the registered 
person must apply to DG for approval. 
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completion) can be claimed as part of the pre-
registration expenses on goods as per 
regulation 46.  
 

  MICPA(16) Repayment of input tax credit that was claimed 
previously when fails to pay supplier within 6 
months from date of supply 
 
Section 38(9) of the GST Act 2014 requires a 
taxable person who fails to pay its supplier 
within 6 months from date of supply to repay 
the input tax credit by account an equal amount 
as an output tax in the taxable period after the 
lapse of 6 months. 
However, it is unclear whether the above is also 
applicable when the taxable person fails to pay 
to its overseas supplier.  
 
A taxable person (supplier) who does not 
receive payment from its customer (after 6 
months from the date of supply made) is 
entitled to claim bad debt relief (subject to 
fulfillment of the conditions). 
 
In view of this, Section 38((9) of the GST Act 
2014 is in place to ensure that there is no GST 
revenue loss by the government. 
 
We are of the view that repayment of input tax 
credit that was claimed previously should not 
be applicable to imported services when the 

Section 38(9) is not applicable for imported 
services as the overseas supplier is not a 
taxable person 
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recipient fails to pay its overseas supplier for 
the following reasons: 
1. The overseas supplier (not a taxable 

person) does not involve in the GST 
payment for services supplied by him to a 
recipient in Malaysia hence the overseas 
supplier will not be claiming the GST bad 
debt relief. 

 
2. The local recipient is responsible to 

account for output tax on imported 
services and is entitled to claim the equal 
amount as input tax credit if the imported 
services are used in making taxable 
supplies in Malaysia. When the recipient 
fails to pay the overseas supplier, there 
should not be GST revenue implication to 
the government. 
 

We would like to seek RMCD’s response to the 
above. 
 

5. Recovery And Penalty 
For Late Payment Of 
GST 
 

CTIM(5) 
 
 

 
 

The following amendments were introduced by 
the Finance Act 2015 (Act 773): 
 
(8) Where any tax due and payable is not paid 

by any taxable person after the last day on 
which it is due and payable under subsection 
(4) and no prosecution is instituted, the 
taxable person shall pay— 

Response has been given to this issue. 
Please refer to Item 23, Lampiran A, Minit 
Jawatankuasa Teknikal Isu Pelaksanaan GST 
Bil 2/2016. 
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(a)  for the first thirty days period that the 
tax is not paid after the expiry of the 
period specified under subsection (4), a 
penalty of five percent of the amount of 
tax due and payable; 

(b)  for the second thirty days period that 
the tax is not paid after the expiry of the 
period specified under subsection (4), 
an additional penalty of ten percent of 
the amount of tax due and payable; and 

(c) for the third thirty days period that the 
tax is not paid after the expiry of the 
period specified under subsection (4), 
an additional penalty of ten percent of 
the amount of tax due and payable, 
subject to a maximum penalty of 
twenty-five percent of the amount of tax 
due and payable. 

(9) Subject to subsection (11), prosecution for 
the offence under subsection (7) may be 
instituted after the expiry of the period 
specified in paragraph (8)(c). 

(10) The court may order that any taxable person 
who is convicted for the offence under 
subsection (7) shall pay the penalty as 
specified in subsection (8). 

(11) No prosecution for the offence under 
subsection (7) shall be instituted against the 
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taxable person who has paid the amount of 
tax due and payable and the penalty 
specified under subsection (8) within the 
period specified in subsection (8). 

Feedback from members 
(i) Confirmation sought 
We would like to seek confirmation from the 
RMCD on the following: 

(a) that S.41(8) is only applicable to cases 
where there is a default in payment of GST and 
not applicable cases for incorrect return which 
is covered under S. 88. 
We are of the view that S.41(8) is a provision 
for late payment and not for incorrect GST 
returns.   

(b) that the penalty is calculated based on the 
shortfall in GST (i.e. amount of GST remained 
unpaid) as stated in the GST return form and 
Example 18 of General Guide. 
(c) that the provision is effective only for GST 
return on taxable period commencing after 31 
December 2015 as illustrated in Example 18 of 
the General Guide.. 
(ii) Operation of the new S.41(8) 
CTIM wishes RMCD to confirm that the 
maximum total penalty applicable under 
Section 41(8) is 25%. 

If so, for the purposes of clarity, CTIM proposes 



 

 
12 

 

No. ISSUE 

 

ORGANIZATION/ 
QUESTION NUMBER 

QUESTIONS  FEEDBACK FROM CUSTOMS 

to include the following paragraph after Section 
41(8)(c), at the end of S.41(8) for clarity :- 

“Provided that the total penalty imposed under 
this subsection shall not exceed twenty-five 
percent of the unpaid amount of the tax due and 
payable.” 
 

  MICPA(5) Penalty for late payment of GST 
We would like to seek clarification on the 
following scenarios:- 
 
Scenario 1: 
A taxable person with monthly taxable period is 
to amend its Jan 2016’s GST-03 on 15 August 
2016. The tax due and payable will be amended 
from RM100,000 to RM150,000. The taxable 
person had paid in February 2016 the 
RM100,000 GST due and payable initially 
reported by the due date.  
 
Scenario 2: 

A taxable person with monthly taxable period is 
to amend its May 2015’s GST-03 on 1 August 
2016. The tax due and payable will be amended 
from RM100,000 to RM150,000. The taxable 
person had paid in June 2015 the RM100,000 
GST due and payable initially reported by the 
due date. 
 

Waiting for MOF decision 
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For scenario 1, please clarify: 
 

(a) Will there be a penalty for late payment of 
GST in respect of the RM50,000 underpaid 
if it is paid immediately upon the 
submission of the amended return? 

(b) If there is a penalty, will the late payment 
penalty be calculated on the RM50,000 
underpaid or on the amended tax due and 
payable of RM150,000? 

(c) If there is a late payment penalty, will this 
be calculated from:-  
(i) 1 March 2016; 1 
(ii) 6 August 2016 (if applicable);  
(iii) 1 September 2016 (if applicable); or 
(iv) Any other date 

 
For scenario 2, please confirm that since the 
late payment of GST is in relation to a taxable 
period prior to December 2015 (due date 
before 1 January 2016), the late payment 
penalty is not applicable. 
 

6. Carry Forward of 
Input Tax Credits for 
Offset Against Future 
GST payable  
 

CTIM(6) 
 
 

It is the RMCD’s policy to disallow input tax 
credits to be ‘carried forward’ and offset against 
future GST payable.  However, we note that the 
credit balance would not be automatically 
refunded.  In such situations, businesses would 
be faced with a cash flow burden. 
 
 

Response has been given to this issue. 
Please refer to Item 27 Issue (1), Lampiran 
A, Minit Jawatankuasa Teknikal Isu 
Pelaksanaan GST Bil 2/2016. 
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This policy needs to be reviewed together with 
the refund policy following the decision.  The 
requirement of specific approval or a prior 
audit before the offset goes against the 
intention that GST is to be self-assessed. 
 

7. Special refund under 
Section 190 
 
 

CTIM(7) Some GST registrants have been informed that 
refunds will not be made under the section if 
they cannot demonstrate that there is a 
reduction in price of the goods and/or services 
supplied by them. 
 
The accounting bodies have discussed and 
agreed the work to be carried out and the 
certification necessary to support a claim for 
the special refund. 
 
The Institute would like to seek clarification 
whether there is such a policy.  
Pricing is influenced by many factors and is 
determined by market forces.  The market 
demand of goods and services supplied and 
Note the fluctuations of the costs of raw 
materials, components, and production and 
incidental services etc. all have impact on the 
final pricing of the product.  
  
An example of the need to increase prices is the 
fall in the value of Ringgit in the second half of 
2015 that has caused the cost of imports to 
increase.  Taxpayers who have deducted the 

Response has been given to this issue. 
Please refer to Item 28 Issue (1), Lampiran 
A, Minit Jawatankuasa Teknikal Isu 
Pelaksanaan GST Bil 2/2016. 
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special refund of sales tax may still face a 
situation where they need to increase their 
prices.  The denial of special refund of sales tax 
is unfair under such circumstances. 
 
There is no requirement under Section 190 and 
191 that compel the claimant to reduce the 
price of goods and services supplied.  
 
Proposal:   
a) In view of the above, CTIM is of the view 

that the above measure is inappropriate. 
b) In addition, the Institute would recommend 

that --   
i. if a refund application is refused, the RMCD 

should provide grounds for the refusal of 
the refund. 

ii. where there are errors/discrepancy in the 
supporting documents/evidence, the 
claimant is allowed to rectify the error 
instead of being refused a refund of what 
may otherwise be bona fide claims under 
that section. 

 
  FMM (1) Section 190 of the GST Act 2014 allows GST 

registrant to claim special refund for the sales 
tax paid for goods held on hand on the March 
31, 2015. Upon receiving the approved refund 
from Customs, stock costs and thus selling 
prices had to be reduced and this was in line 
with the Price Control and Anti-Profiteering 

Same as the above 
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(Amendment) Act (PCAPA) 2014. 
 
Companies have complained that they have yet 
to receive their sales tax refunds despite 
making necessary submissions more than 8 
months ago. During audits Customs required 
companies to show evidence that the process of 
goods have been reduced before remitting the 
special refund. 
 
Even after producing ALL the documents 
requested, the Customs Department only 
approved the refund on a piecemeal basis i.e 
approved 40% and 60% pending Treasury’s 
decision. 
 
We would like to seek clarification from 
Customs on the reasons for the delay and 
piecemeal approval of the refund despite 
providing all the required documents. 
 

8. The requirement to 
insert a statement "A 
claim for input tax 
under the GST Act 
2014 will be made" 
on the export 
declaration Form K2 
and K8, which 
involves claim of 
input tax 

MICCI(1) Do we know the rationale/intention, or how 
this mechanism is to facilitate claim of input 
tax? 

 
This is because the claimant may have already 
made the claim of input tax on the raw 
materials/components used in the manufacture 
of the said products, months before the goods 
are actually exported. In addition, some of the 
claimant may not have claimed input tax, but 

Rationale: 
To ensure that the exporter is making true 
and accurate declaration. Issues of DN/CN 
would not arise if K2 declaration is true and 
accurate. 
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were granted ATS suspension on the imported 
raw materials/components. However, assuming 
they also purchase local materials/components, 
which they would claimed the input tax, they 
would also insert such statement. 
 

9. Insolvency 
Administration 

MICCI(2) 
 

We understand that Customs have taken a 
position that when a company under 
liquidation/not GST registered when goes 
under liquidation, they are required to be GST 
register as a result of disposing their fixed 
assets (when it hits the threshold of RM500k). 
 
Can we know the rational/intention for this 
position as the Law states otherwise. 
 
Section 3(4) of the GST Act 2014 mentions that 
the disposition of its assets or liabilities 
(whether or not in connection with its 
reorganization or winding up), is a supply made 
in the course or furtherance of the business. 
 
As part of the threshold calculation for the 
liability to be GST registered, supplies of goods 
that are capital assets of the business in the 
course or furtherance are to be excluded in 
determining the value of the threshold. [Section 
20(6)(a)of the GST Act 2014]. 
 
 
 

Please refer to Item 2, Lampiran A, Minit 
Jawatankuasa Teknikal Isu Pelaksanaan GST 
Bil 2/2016 
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  MICPA(11) Insolvency Administration Liability to be 
Registered 
  
We refer to the RMCD’s response as stated in 
Lampiran A, issue 2 [MICPA (2) Appendix 1], 
meeting held on 30/6/16. Based on the RMCD’s 
response (see below), the value of any capital 
assets disposed due to cessation of business will 
not be included in determining the value of 
supplies with regard to section 20(3) and 20(4) 
for the purpose of registration. Accordingly, 
disposal of capital assets will not be taken into 
account in the threshold of RM500,000 for 
registration purposes. 
 

 

Sale of capital assets for the purpose of 
downsizing or temporary closing down of 
production or business is treated as a 
supply of trading stock. For example, 
Australia has the same treatment. 
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It is also noted from RMCD’s response that this 
will not include downsizing of operations or 
temporary closing down of productions or 
business which does not lead to cessation of 
making taxable supply.  
 
Please clarify as to why downsizing of 
operations or temporary closing down of 
productions or business are not included since 
these are also capital assets. 
 

10. Development rights MICCI(3) The provision of development rights is a supply 
of service. This will be subject to GST at 
standard rate six percent (6%) unless it is 
specifically exempted under Item 19, Second 
Schedule to the GST (Exempt Supply) Order 
2014. We seek the Royal Malaysian Customs 
clarification on the basis and/or rationale to 
treat the portion of development rights on 
residential development an exempt supply, as 
provided in the Guide on Land & Property 
Development as at 18 April 2016. 

(i) Supply of development rights by the 
land owner to the developer is a right 
to use the land for development 
purpose and it does not involve any 
transfer of land. 
 

(ii) The rationale to treat the portion of 
development rights on residential 
development as an exempt supply is 
because the purpose of the right over 
the land is for residential use based on 
Development Order from public 
authority. 
 

11. Supply of land MICPA(12) Supply of land for public utilities and amenities  
 
We refer to the RMCD’s response as stated in 
Lampiran A, issue 13 & 17 [MICPA (9) & (11)], 
meeting held on 30/6/16. 

(i) The value of the relief supply that 
should be reported under Item 13 GST-
03 must be based on transaction value. 
However, if there is no consideration, 
then the value must be based on open 
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RMCD’s response 
 
1. In the case where land is supplied by 

property developer or land owner for 
public utilities and amenities purposes 
with no consideration (under relief order), 
the value of the supply is based on the 
transaction value.  

 
2. ITC relating to public amenities and 

utilities (i.e. attributable to the relief 
supply above) are claimable in respect of 
commercial properties only.  

Our understanding 
 

1. Based on section 15(5) of GSTA, where the 
supply is not for a consideration, the value 
of the supply shall be taken to be an 
amount, with the addition of the tax 
chargeable, equal to the open market value 
of that supply.  
 

Item 2, Second Schedule of GST (Relief) Order 
2014 relieves any property developer or land 
owner from charging and collecting tax on any 
supply of land for the purpose of providing 
public amenities and public utilities to the 
government, local authority or any other person 
in compliance of the requirement by the 
Government or local authority. There is no 
condition stating that the relief is only with 

market value. 
  

(ii) Public utilities or public amenities can 
be directly attributable to residential or 
commercial. Under Section 39, GSTA 
2014 any input tax directly attributable 
to the exempt supply is not allowed to 
be claimed. 

(iii) If the public utilities or public 
amenities is for both supply of 
residential and commercial, the 
developers must apportion the input 
tax in accordance to Regulation 39. 
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respect to commercial properties. 
 
Please clarify: 
1. Value of relief supply 

 
(a) Whether it is the open market value 

and not the transaction value (i.e. Nil) 
which should be reported under field 
13 (relief supply) in GST return and 
to be used for partial exemption 
formula, if applicable? 
 

(b) In case where open market value is 
not available, whether the property 
developer or land owner can base the 
value on the cost incurred as the best 
estimates for GST return reporting 
purposes? 

 
1. The supply of public amenities and public 

utilities to the government, local authority 
or any other person in compliance of the 
requirement by the Government or local 
authority by property developer or land 
owner under item 2, Second Schedule of 
GST (Relief) Order 2014 is a relief supply 
(i.e. taxable supply) whether or not it is 
related to commercial or residential 
properties. As such, the ITC relating to 
public amenities and utilities should be 
claimable in respect of both commercial 
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and residential properties (i.e. not only for 
commercial properties). Please confirm. 
 

2. As the amenities and utilities are taxable 
supplies (at 6%), the Government has 
decided to grant GST relief when such 
supplies are made to the government, local 
authority and any other person in 
compliance of the requirement by the 
government and the local authority. As 
supplies that are granted GST relief are 
taxable supplies and not exempt supplies, 
please confirm that ITC should be allowed 
in full if incurred for the provision of such 
amenities and utilities. 
 

3. As at today, there is no guidance on who is 
considered as any other person in 
compliance of the requirement by the 
government and the local authority. We 
would appreciate if a guideline on this can 
be issued. 
 

Regarding when an ITC can be claimed during 
the construction of the public enmities and 
utilities, as the transfer to the government, local 
authority and the approved person is at no 
consideration or for a nominal value, the 
supplier should be allowed to claim the ITC 
whenever GST is incurred. RMCD guidance on 
this would be much appreciated. 
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12. Exports to Labuan 
(Designated Area) 
 

MICCI(4) Based on the Customs Guide “Panduan 
Prosedur Perkastaman Pulau Bebas Cukai”, 
exports of non-dutiable goods to Labuan are 
currently made under K3 form. Please confirm 
that the exporter can zero-rate the supply 
based on the K3 form. 
 
 

(i) The supplier from PCA who is making 
supply of goods to DA (Labuan) will be 
entitle to zero-rate if the supply can be 
supported by K2 form. 
 

(ii) K3 form is only applicable for GST paid 
goods.   
For example:   
A supplier in Kota Kinabalu supply 
goods to B and issue a tax invoice and 
charge GST. Then B wants to bring the 
goods back to Labuan. In this case, K3 
applicable since GST is paid. K3 does 
not entitle the exporter to zero rate the 
supply. 
 

13. Time of supply for 
imported services 

MICCI(5) We would like to clarify if the “date when any 
invoice is issued” refers to when the invoice is 
received and processed by the claimant. There 
is a practical constraint to account based on the 
invoice date given there would definitely be 
timing difference from the time the invoice is 
issued up to the time received by the customer 
and processed for payment. 
 

Section 13(4) :  the time of supply for 
imported services shall be treated to have 
been made at the DATES whichever earlier : 
a) the date when any payment is made by 
recipient; or 

b) the date when any invoice is issued by 
the supplier. 

14. Indirect export (back 
to back) 
 

MICCI(6) Where a local supplier (A) supplies goods to a 
local customer (B) who arranges for the 
exports, we would like to clarify if A can still 
zero-rate the supply even though the K2 form 
would be declared under B’s name. 

(i) No.  A cannot zero-rate the supply 
because B is declared as exporter in K2 
form.  Supply from A to B is standard 
rate. 
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 (ii) B to overseas is zero rate with 
supporting export documents, 
shipping, airway bill, bill of lading, etc 

 
15. Redemption of 

Reward Points under 
Loyalty Program to 
Customer 
 

MICCI(7) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

With reference to paragraph 42 of the Guide on 
Retailing (as at 11 March 2016) as shown 
below:- 
When a customer presents a monetary voucher 
to redeem goods or services, the goods or services 
redeemed is supply made for a consideration and 
such supply is subjected to GST. The supplier of 
the goods or services has to account for GST on 
the consideration (face value or assigned 
monetary value) received. No GST is chargeable 
for zero rated exempt supplies. 
 
Based on the above, redemption of goods or 
services from customers, the supplier has to 
account output tax for the value redeem. 
 
What is the GST treatment for redemption of 
loyalty points in monetary term (i.e. cash or 
cheque). Under the GST regulations, money is 
neither goods nor services, not a taxable 
supplies. Hence, we are highly appreciated if 
RCM could clarify such transaction. 
 

Redemption of loyalty points in monetary 
term (i.e. cash or cheque) is not subject to 
GST. Under the GST regulations, money is 
neither goods nor services, not a taxable 
supply. 

16. Disclosure under field 
10 or 11 – zero rated 
supplies 

MICPA(1) 
 
 

Disclosure under field 10 or 11 – zero rated 
supplies 
 
We would like to seek clarification as to the 

(i) Value should be based on K2 forms. 
  

(ii) When Credit Note is issued, no 
adjustment need to be done. 
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disclosure amount if there was credit note 
issued in current month for zero rated supplies 
related to previous taxable periods, which 
resulted in a negative zero rated supplies in 
current taxable period. 
For example:- 
 

Particular  Value of 
supply as 

per 
invoice 

(RM)  

Value of 
supply as 

per K2 (RM) 

Current 
month zero 
rated export 
supply of 
goods 

100,000 120,000 
 
 
 
 
 

Credit note 
issued for 
previous 
months zero 
rated export 
supply of 
goods  

(150,000) (150,000) 

Current 
month net 
zero rated 
export supply 
of goods  

(50,000) (30,000) 

 

 
(iii) No adjustment to be done, so there 

will be no set off balance. 
 

(iv) Customs forms cannot be amended 
after the goods are released from 
customs control.  Since CN/DN cannot 
relate to the customs forms, no 
adjustment need to be done in GST-03 
However, the issuance of DN will be 
subjected to GST at standard rate since 
it cannot relate to the K2 form.  
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Please confirm the amount to be reported in 
field 10 for export supplies as follows:- 
 
1. whether the value should be based on 

invoiced value or on the value based on the 
related K2 forms? 

2. whether the value disclosed can be a 
negative figure or should it be nil?  
 

3. If a nil value is to be reported, will the 
balance be set off against future zero rated 
supply? 

 
17. 

 
Transitional Guide 
dated 3 August 2016 
 
 

MICPA(2) We noted that the following paragraphs and 
example in the transitional guide were removed 
on 3 August 2016:- 

 
If contracts with partial review opportunity are 
now treated as reviewable contracts, how does 
a taxable person deal with those contracts (with 
partial review) which are currently being 

The Guide has been amended in line with 
provision of Section 187 GSTA. 
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treated as non-reviewable contracts under zero 
rated supply up to year 2020? 
 
Please clarify: 
1) The rationale for removing the mentioned 

paragraphs and example; and 
 

2) Whether going forward, contract with 
partial review opportunity (i.e. with 
opportunity to review a specific part or 
parts of the consideration payable under 
the agreement), will be considered as 
reviewable contract? 

 
18. Reimbursement MICPA(3) It is very common for centralized procurement 

company in a group of companies to incur 
expenses in its own name (on behalf of 
companies in the group) and subsequently 
recover the cost from the respective companies.  
 
Please clarify the type of supply and time of 
supply for the following reimbursements in 
respect of recovery of cost without markup: 
 
1. Centralized postage services. The 

procurement company will recover from the 
respective company in the group for the 
postage services acquired based on actual 
expenses incurred for each company every 
half yearly. 
 

(i) Provided that the recovery of cost for 
the postal service is separate and not 
ancillary to or forming inputs to any 
primary supply of service by the 
procurement company,  

 
(a) Recovery of cost without markup 

for local postal services is standard 
rated. 

 
(b) Recovery of cost without markup 

for international mail is zero rated.  
(provided the supplier can identify 
whether it is a local or an 
international services) 
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Type of supply (our view) 
 

(a) For local postal service, it is a standard 
rated reimbursement; 
 

(b) For postal service performed in relation 
to international mail, it is a zero rated 
reimbursement (refer item 21 of the zero 
rated order). 
 

Time of supply 
 

(a) The time of supply for the initial postal 
services acquired is the earlier of basic 
tax point (when the services are 
performed), tax invoice issued or 
payment received, subject to 21 days rule 
(i.e. general time of supply rule). 
 

(b) However, by the time the centralized 
procurement company received the tax 
invoice from its supplier for onwards 
billing (i.e. recovery of cost) purposes, it 
is likely to be after the date based on 
general time of supply rule. Further, in 
this case, the agreed billing period for 
inter-company is every half year. 
 

(c) In this case, would it be possible to 
consider that the reimbursement is a 
continuous supply of services by the 

Time of supply: 
RMCD will further study on this issue. 
However for the time being, RMCD agrees 
that the time of supply for reimbursement 
for postage services is at the time of tax 
invoice issued or payment received 
whichever is the earlier. It can be 
considered as a continuous supply of 
services under regulation 8 and subject to 
regulation 9 in the case of connected person 
not entitled for input tax credit. 
 
(i) When the procurement company 

purchase the materials, the property of 
the goods is transferred from the 
supplier to the procurement company. 
The procurement company then will 
make onward supply of goods to the 
respective company in the group. The 
GST treatment will follow the original 
GST rate applicable to the goods. 

 
The procurement company has to 
account for output tax based on general 
time of supply rule either when the 
goods is delivered or the goods is made 
available.  
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procurement company where the time of 
supply is the earlier of tax invoice issued 
or payment received (regulation 8) 
subject to the three months rule for 
connected person as per regulation 9?  

 
2. The procurement company will purchase 

materials on group basis to enjoy bulk 
discount. The   respective company in the 
group for the materials acquired based on 
actual goods distributed to each company on 
half yearly billing basis. 
 
Type of supply (our view) 
 
It will follow the original type of supply for 
the goods (e.g. if it is sugar, it will be zero 
rated); 

 
Time of supply 

 
(a) The time of supply for original goods 

acquired is the earlier of basic tax point 
(when the goods are delivered), tax 
invoice issued or payment received 
subject to 21 days rule (general time of 
supply rule). 
 

(b) However, by the time the centralized 
procurement company received the tax 
invoice for the goods from its supplier 
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for onwards billing (i.e. recovery of cost) 
purposes, it is likely to be after the date 
of general time of supply. 
 

(c) In this case, must the procurement 
company account for output tax based 
on general time of supply rule when the 
goods are delivered (since it is unlikely 
for inter-company to make advance 
payment and the tax invoice will only be 
issued every half year)? 
 

19. Discount MICPA(4) Retailing Guide dated 11 March 2016 (revised) 
 
We would like to seek clarification on the 
following paragraph of retailing guide:- 
 
Please clarify: 
1. The amount paid by customer is RM95.40. 

However, tax invoice received by the 
customer is RM106.00. How much of input 
tax credit is the customer entitled to claim?  

 
2. Will the manufacturer who offers the 10% 

discount and subsequently paid for part of 
the consideration (i.e. RM10.60) be entitled 
to any input tax credit? If yes, what 
documentation is required for the input tax 
credit? 
 

3. Can the retailer choose to issue a tax 

(i) If The tax invoice received by the 
customer is RM106.00 inclusive of GST, 
the input tax credit entitled to claim by 
customer  is RM6.00 (RM106 x 6/106) 
 

(ii) The manufacturer who offers the 10% 
discount and subsequently paid for part 
of the consideration (i.e. RM10.60) is not 
entitled to any input tax credit because 
the consideration is made on behalf of 
customer.  

 
(iii) The manufacturer has to issue a credit 

note amounting to RM10.60 if there is a 
change in consideration which is related 
to the previous supply made by the 
manufacturer to the retailer. 
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invoice with price after discount of 
RM95.40 which is the actual amount to be 
received from the customer and 
subsequently, either:- 

 
(a) The retailer to issue a tax invoice to 

the manufacturer to recover the 
RM10.60; or  

 
The manufacturer to issue a credit note of 
RM10.60 to reduce the consideration of its 
previous supplies to the retailer of the 
promotion items. 
 

 

20. Transfer of Going 
Concern 

MICPA(5) Guide on TOGC dated 24 May 2016 (revised)  
Issue 1: 
 
Paragraph 5(d) of the revised guide on date of 
transfer of TOGC reads:- 
 

 
 

(i) Issue 1 
Actual date when the transfer is 
completed. Such date must be specified 
in the contract. The effective date of 
TOGC is the date when the transfer is 
completed. However, where the 
transfer is subject to an approval, the 
date of TOGC will be the date when all 
conditions has been fulfilled and 
notification is made to Customs. 

 
(ii) Issue 2 

Same as the above 
 

(iii) Issue 3 
Supplier must account for output tax 
and recipient can claim Input tax if he is 
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Issue 2: 
 
Para 258 of general guide provides that one of 
the conditions to be fulfilled for TOGC is that the 
transfer of business must be accompanied by 
transfer of records, customers, liabilities and 
assets to be used in carrying on the 
same/similar kind of business of the transferor 
by the transferee. However, para 12 of the 
TOGC guide states that the transfer of business 
may include records, customers, liabilities and 
assets. 
 
Issue 3:  
 
We understand that TOGC is mandatory and not 
optional. TOGC guide provides the 
consequences for incorrectly treating a transfer 
as TOGC. However, it does not provide the 
consequences for incorrectly treating a TOGC as 
standard rated supply. 
 
For issue 1, please clarify: 
 
(a) whether the effective date must be a fixed 

date stated in the agreement of sale (e.g. 
31 August 2016) and not a variable date 
such as “14 days from the unconditional 
date” or “date of legal completion of the 
agreement” e.g. when full consideration 
has been received; 

a registered person. 
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(b) can the effective date be fixed on the same 
date as per one of the items in (a) to (d) 
above? 

 
For issue 2, please clarify as to whether the 
transfer of customers, liabilities and assets are 
compulsory in instances where there is a cut-off 
date where liabilities and assets prior to the 
cut-off date remain with the transferor (e.g. 
debtors or tax liability) as stated in the sale 
agreement. Can it still be a TOGC if other 
conditions are fulfilled? 
 
For issue 3, please advise on the following:- 

 
(a) The consequences if a TOGC is incorrectly 

treated as a standard rated supply; 
 

(b) Will RMCD disallow the claiming of input 
tax credit by the transferee on the basis 
that the supply is a TOGC that is not 
subject to GST?  

 
21. Foreign Exchange 

Rates 
MICPA(7) With reference to CTIM’s issue no. 2 for meeting 

no. 1/2016. 
 
CTIM’s proposal 
CTIM proposed that businesses be allowed to 
use the exchange rate as listed in Para (ii)(a) of 
item 6 of the DG’s Decision No. 1/2014, 
regardless of the GST status (i.e. whether the 

(i) Policy retain as DG’s Decision 1/2014.  
 

(a) The exchange rate in para ii (a) and (b) 
only applicable to registered to 
registered person and making wholly 
taxable supply. Other than this, must 
use the prevailing rate. If they cannot 
comply with prevailing rate, need to 
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supplier and the buyer are both making wholly 
taxable supplies and both are registered for 
GST, etc.) as long as the exchange rate used is 
consistent with the business practices. 
 
RMCD’s feedback 
 
RMCD replied that it will use the exchange rate 
determined by DG of Customs as specified in 
Item 5, Third Schedule of GST Act 2014. 
 
It is noted from Item 5, Third Schedule of GST 
Act 2014 provides that value expressed in a 
currency other than ringgit is to be converted 
into ringgit at the selling rate of exchange 
prevailing in Malaysia at the time when the 
supply takes place. 
 
Please clarify: 
1. Are those exchange rates as set out in sub 

paragraph (ii) (a) and (b) of item 6 of the 
DG’s Decision 1/2014 considered as 
exchange rates determined by DG of 
Customs as selling rate of exchange 
prevailing in Malaysia? 

 
(a) If yes, does it mean that sub paragraph 

(ii) (a) and (b) of item 6 of the DG’s 
Decision 1/2014 are not only applicable 
to supplier and buyer who are both 
making wholly taxable supplies and both 

write in to DG. 
 

(b) Item 5 Third Schedule GSTA 2014, DG 
only determines the exchange rate for 
importation of goods. For supply, 
exchange rate is the prevailing rate at 
the time when the supply takes place. 
 

(c) Use prevailing rate at the time when the 
supply takes place. 
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are businesses registered for GST 
(e.g. it should also be applicable to a 
mixed supplier making taxable supply to 
a non GST registered person)? 
 

(b) If no, what is exchange rate determined 
by DG of Customs as specified in item 5, 
Third Schedule of GST Act, 2014? 
 

(c) If a GST registered person (who is a 
mixed supplier or whose customers are 
non GST registered persons) decides to 
use the exchange rate as per sub 
paragraph (ii) (a) and (b) of item 6 of the 
DG’s Decision 1/2014, which is different 
from the exchange rate determined by 
DG (refer to RMCD’s reply to (b) above), 
must he then apply in writing to the DG 
for his approval? 
 

22. Quit rent MICPA(10) Quit rent charged by property developer or 
JMB/MC on high rise building 

 
We refer to the RMCD’s response as stated in 
Lampiran A, issue 12 [MICPA (2) Appendix II], 
meeting held on 30/6/16. 
 
We understand that RMCD is of the view that 
quit rent is treated as a cost recovery 
(disbursement) by MC from the parcel owner 

(i) To fulfil the criteria of disbursement, 
the taxable person must act as an agent 
for the supply and not as principle. 

 
(ii) Before the master title is transferred to 

the purchaser’s name under the strata 
title, the ownership of the title is under 
the developer’s name and developer 
will act as a principle for any services 
related to the land or property. 
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which is out of scope.  
 
However, with reference to Land & Property 
Development Guide dated 18/4/16, the answer 
to question 63 in relation to recovery of quit 
rent reads:- 
 

 
For high rise building or stratified properties:- 

(a) The master title may not be sub-divided 
into individual parcels to be transferred 
to purchasers at the time of vacant 
possession; 
 

(b) The developer or at a later stage, the JMB 
or MC will pay for quit rent on the 
master title and recover the quit rent 
from each unit owner; 
 

(c) We understand from the land and 
property guide that since the master title 
is in the name of the developer, the 
recovery of quit rent is a reimbursement 
that is subject to GST. 

 
 
 

(iii) Therefore, as long as the billing of quit 
rent is under developer’s name and 
developer will recover back any 
payment made to the parcel owner,  the 
supply is treated as reimbursement  
and subjected to GST although the 
original supply is an out of scope 
supply. 
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23. Employee Benefit 

 

MICPA(13) We refer to the RMCD’s response as stated in 
Lampiran A, issue 21 [MICPA (5) – New Issues], 
meeting held on 30/6/16. 
 
We understand from the RMCD’s reply that the 
supply of accommodation to the employees 
whether or not for a consideration (and 
whether or not under employee benefit) is an 
exempt supply.  
 
Hence, input tax incurred associated with the 
accommodation such as utilities, repair, 
construction, security and cleaning charges are 
blocked. 
 
We would like to seek clarification as to 
whether RMCD is agreeable to the following:- 
 
1. The supply of utilities, repair, construction, 

security and cleaning charges associated 
with the accommodation are separate 
standard rated supply if separately 
charged by the employer to the employee; 

 
2. Since these supplies are given free to the 

employee by the employer, it is not 
considered as a supply by the employer 
since free services provided to person 
other than a connected person is not a 
supply; 
 

Input tax related to exempt supply is not 
claimable, not blocked. 

(i) Generally, the charge for provision of 
accommodation is inclusive of utility 
and it is not a normal practice for the 
employer to recover cost of repair, 
construction, security and cleaning 
charges associated with the 
accommodation. 

 
(ii) These supplies are related to an exempt 

supply.  Input tax related to an exempt 
supply is not claimable. 

 
(iii) These supplies are attributable to the 

provision of accommodation which is 
an exempt supply. 

 
(iv) The policy has been revised in DG 

Decision 8/2015 (2.11.2015) 
 

(v) Provision of accommodation free of 
charge is related to an exempt supply.  
However, the employer is not required 
to declare in Column 12 of GST-03. 
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3. The GST incurred by the employer on these 
supply of utilities, repair, construction, 
security and cleaning charges are not 
attributable to the supply of the right over 
building for residential purposes (i.e. 
accommodation). It is actually attributable 
to the supply of services in the same nature 
(i.e. utilities, repair, etc.) to the employee. 
 

4. The above is also consistent with the 
previous view of the RMCD as provided in 
item 3 of the training slide below: 
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5. As for the accommodation, we understand 
that free service to employee is not 
considered as a supply. If RMCD is of the 
view that free accommodation is 
considered as an exempt supply, does it 
mean that the employer would need to 
disclose the supply (i.e. free 
accommodation) under item 12 of the 
GST-03 at open market value? 
 

24. Property Developer MICPA (14) GST treatment for Property Developer – CTIM 
(10) 
 
We refer to the RMCD’s response as stated in 
Lampiran A, issue 11 [CTIM (10)], meeting held 
on 30/6/16. 
 
RMCD’s response 
For a joint venture, land owner who supplied 
the right to use the land to the property 
developer is required to account for the output 
tax based on the land owner’s entitlement at the 
earlier of when the payment is received or tax 
invoice is issued as per regulation 4. 
 
Regulation 4 is for transfer of land (i.e. supply of 
goods) and not really for supply of right which 
is a supply for services. 
 
Based on the land & property developer guide 
dated 18/4/16, the time of supply is at the 

(i) Yes, it will refer as a services. 
 

(ii) The basic tax point to the land owner 
will refer to the entitlement stated in 
the agreement based either received 
payment from developer or invoice 
issued by the land owner or upon 
vacant possession if the consideration 
to the land owner are related to the 
property. 

Note: DG’s Decision 4/2014 Item 7 will 
be amended. 
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earlier of the payment received or tax invoice 
issued as per section 11(3) of the GST Act 

Please clarify: 

1. If section 11(3) of the GST Act is the 
correct time of supply rule for the supply of 
right (i.e. services) to use the land by the 
land owner to property developer. 
 

2. If yes, when is the basic tax point (i.e. 
services completed)? 
 
(a) When the right is granted upon 

execution of the power of attorney? 
Or 
 

(b) When the properties are eventually 
sold by the property developer upon 
completion of the joint venture (i.e. 
services completed)? 

 
25. GST Return MICPA(15) GST return – declaration of total value of capital 

goods acquired 
 
Item 16 of the Explanatory Notes of the GST-03 
Guidelines to complete the GST Return reads as 
follows: 
 
State the actual total value of capital goods 
acquired. Examples are purchase of lorry and 
office building. 

(i) If input tax is not claimed, value of 
capital assets need not be reported in 
item 16. 

 
(ii) Value of imported capital goods 

declared in item 14 need not be 
reported in item 16 since there is no 
ITC claimed. 

 
(iii) Value of advance payment for 
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The acquisition value of capital assets is in 
accordance with accounting principal 
interpretation but does not include the 
acquisition of capital assets in the following 
category: 
 
i. Blocked input tax. 
ii. Acquired from persons other than the 

taxable person. 
iii. Acquisition of motor vehicles which 

subject to GST under the Margin Scheme. 
 
In the GST Technical Committee Meeting held 
on 30 June 2016 (Issue No.30), RMCD informed 
that the value of imported capital goods based 
on the K1 importation form should be included 
in item 16. However, if input tax is not claimed 
by the taxable person, value of capital assets 
need not be reported in Item 16. 
 
Please clarify: 
1) In respect of GST relieved and GST exempted 

acquisition of capital goods from a taxable 
person, it is unclear whether such value of 
capital goods acquired should be included in 
item 16. Based on the explanatory note that 
item 16 should include the acquisition value 
of capital assets acquired from taxable 
person, we are of the view that these 
acquisitions should be included in item 16 as 
well. 

acquisition of capital goods should be 
included in Item 16 
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2) In the case of imported capital goods with 
GST suspended under ATS, should the value 
of the capital goods based on the K1 
importation form be included in item 16. 
This value would have been reported in item 
14 – Total value of goods imported under 
ATS 
 

3) If tax invoice is received for advance 
payment (i.e. 50% of the purchase value) for 
acquisition of capital goods, should this 
value be included in item 16 at the time of 
receiving / posting the tax invoice even 
though the capital goods would only be 
acquired and capitalised as fixed assets in 
the account at later stage in accordance with 
accounting principal? 

 
26. K1 Endorsement for 

Input Tax Claims 
FMM(2) The Customs officers at the Tanjung Kupang 

station insist on not endorsing the K1 form and 
K1 chit (prove of paperless declaration). The 
imported cargo is released without any 
endorsement by the Customs officers as the 
goods are not subjected to import duties and 
the GST is deferred i.e ATS companies. 
 
Therefore in order to ease GST compliance and 
to ensure businesses to fulfil their audit 
commitments, we would like to request all 
Customs stations to endorse K1 forms and chit. 
 

K1 is a prescribed form. When company 
pays the GST, Customs Official Receipt will 
be issued. These documents are sufficient to 
make a claim of ITC. Customs system have 
recorded the K1 transaction (paperless 
transaction) and therefore no endorsement 
is required. 
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