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Service Tax Amendment Orders

In view of the expansion of taxable services and the change in Service Tax rate from 6% to 8%,
the following amendment Orders have been gazetted accordingly:-

1) Service Tax (Rate of Tax) (Amendment) Order 2024
2) Service Tax (Rate of Digital Services Tax) (Amendment) Order 2024

3) Service Tax (Imposition of Tax for Taxable Service in respect of Designated Areas and
Special Areas) (Amendment) Order 2024

4) Service Tax (Persons Exempted from Payment of Tax) (Amendment) Order 2024
These Orders come into operation on 1 March 2024.

We set out below a summary of the key amendments:-

1) Service Tax (Rate of Tax) (Amendment) Order 2024

2) Service Tax (Rate of Digital Services Tax) (Amendment) Order 2024

= The prevailing Service Tax rate will be increased from 6% to 8%, except for the provision of
food and beverages services, telecommunication services, provision of parking place services
and logistic services.

= Where the provision of taxable services (including digital services charged by foreign
registered persons) spans 1 March 2024, Service Tax shall be charged at 8% for the taxable
service provided post 1 March 2024. However, where payment is received before 1 March
2024 for taxable services provided post 1 March 2024, the Service Tax rate shall be 6%.

= Similarly, for imported taxable services spanning 1 March 2024, Service Tax shall be
accounted for at 8% for the imported taxable services acquired post 1 March 2024. However,
where Service Tax for imported taxable service is due before 1 March 2024 (i.e. invoice
received or payment made, whichever is earlier) in relation to the imported taxable services
acquired on/ after 1 March 2024, the Service Tax rate shall be 6%.

= For betting and gaming services, any payment received for taxable services provided post 1
March 2024, the Service Tax shall be at 8%.

You may refer to our earlier Tax Whiz (here for local taxable service and here for digital services
provided by foreign registered person) for illustration.

KPMG !


https://assets.kpmg.com/content/dam/kpmg/my/pdf/tax-whiz-draft-guide-on-transitional-rules-change-in-service-tax-rate-7-feb-2024.pdf
https://assets.kpmg.com/content/dam/kpmg/my/pdf/tax-whiz-guide-on-transitional-rules-stods-14-feb-2024.pdf
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3) Service Tax (Imposition of Tax for Taxable Service in respect of Designated Areas

and Special Areas) (Amendment) Order 2024

Whilst special rules apply to Designated Areas (“DAs”) and Special Areas (“SAs”), the provision
of logistic services (as specified below) shall be chargeable to Service Tax:-

Services Person

a) Provision of all logistic services except—

b)

delivery, distribution or transportation of goods
including courier services of documents,
packages or goods from a place outside
Malaysia to a place outside Malaysia;

delivery, distribution or transportation of goods
including courier services of documents,
packages or goods from the last point of exit
within Malaysia to a place outside Malaysia;
delivery, distribution or transportation of goods
including courier services of documents,
packages or goods from a place outside
Malaysia to the first point of entry within
Malaysia;

. delivery, distribution or transportation of goods

including courier services of documents,
packages or goods which arrives at the
Malaysian customs port or airport for the
purposes of transfer or unloading from an
aircraft or vessel to another aircraft or vessel
until the goods are transported in the aircraft or
vessel and transported out of Malaysia; or
delivery, distribution or transportation of goods
including courier services of documents,
packages or goods which arrives at the
Malaysian customs port or airport for the
purposes of transfer or unloading from an
aircraft or vessel to a customs warehouse, or a
licensed warehouse, or a warehouse or other
places approved by the Director General until
the goods are transported in the aircraft or
vessel and transported out of Malaysia

Provision of all delivery, distribution or
transportation of goods services including courier
services of documents, packages or goods except
delivery of food and beverages provided by the
person as specified in column (2) of item 4 of the
Schedule;

1)

2)

Any person providing—

a. logistic services including all
or part of the supply chain of
logistic management
services, warehousing or
warehousing management
services, freight forwarding
services, port or airport
services, shipping services,
aviation services or cold
chain facilities services;

b. delivery, distribution or
transportation of goods
services;

c. delivery, distribution or
transportation of goods,
documents or packages
services through the E-
Commerce platform including
on behalf of any person; or

d. courier services licensed
under section 10 of the Postal
Services Act 2012 [Act 741]

Any person who is approved to
act as a customs agent under
subsection 90(2) of the Customs
Act 1967
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3) Service Tax (Imposition of Tax for Taxable Service in respect of Designated Areas

and Special Areas) (Amendment) Order 2024 (cont’d)

Services (cont'd) Person (cont’d)

c) Provision of all delivery, distribution or
transportation of goods services including courier
services of documents, packages or goods
through the E-Commerce platform including on
behalf of any person except delivery of food and
beverages provided by the person as specified in
column (2) of item 4 of the Schedule;

d) Provision of services for the release of goods from
customs control

= With the above amendments, the transportation of goods within or between DAs and SAs will
be subject to Service Tax except where it can qualify for the exclusion. This is consistent with
the Service Tax Regulations. Note that delivery of food and beverages by a food and
beverage operator in SAs is also excluded.

4) Service Tax (Persons Exempted from Payment of Tax) (Amendment) Order 2024

Service Tax “B2B exemption” has been expanded to cover the provision of logistic services
under Group J, First Schedule to the Service Tax Regulations 2018:-

= The logistic service provider (specified in Group J) shall be exempted from payment of
Service Tax on logistic services (specified in Group J), subject to meeting the following
conditions:-
a) He is aregistered person;
b) The logistic service acquired is provided by a registered person who is a taxable person

specified in Group J;

c) The logistic service acquired is the same taxable service provided by him;
d) The taxable service acquired by him is not for personal consumption by him.

= |tis noteworthy that the person must be providing the same logistic service acquired by him
for the B2B exemption to apply. For instance, if a person acquires warehousing services to
onward provide distribution services, whilst both services fall under the ambit of “logistic
services” under Group J these may not be regarded as the “same taxable service” resulting in
“tax on tax” on the logistic services.

= Also, it should be noted that the effective date for logistic services as one of the prescribed
taxable services is 26 February 2024. However, the B2B exemption only takes effect from 1
March 2024. It remains to be seen on whether relaxation will be given for the 4 days gap to
ease business operations.
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