
Applicable service tax rate for various groups SOURCE: Ml ISTRY OF FINANCE MALAYSIA 

Taxable service group Previous rate New rate 

A Accommodation 
B Food and beverage 
C Nightclubs, dance halls, cabarets, health 

and wellness centres, massage parlours, 
public houses and beer houses 

D Private clubs 
E Golf clubs 
F Betting and gaming 
G Professional 

H Credit card and charge card 
Other service providers 

J Logistics (new) 

6% 
6% 
6% 

6% 
6% 
6% 
6% 

RM25 
6% 

8% 
6% 
8% 

Including karaoke (new) 
Note: Service tax is not imposed on traditional and 

complementary medicine 

8% 
8% 
8% 
8% 

Note: Including maintenance 
(preventive and corrective) services 

RM25 
8% 

Including expansion of brokerage 
other than financial except 

telecommunication (6%) 
vehicle parking space (6%) 

Note: Service tax is not imposed on cellular pre-paid 
telecommunication services provided to Malaysian citizens 

6% 
Including 

warehousing management (Group G) 
custom agent (Group I) 

courier (Group I) 

Expansion of scope & change of service tax rate 

Expansion of scope 

n..:....:...fi_na'-n_c_ia_l) 
,_

______________ _ 

• Karaoke centres 
• Brokerage and underwriting...('-=o
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• Logistics services 
• Maintenance services, including corrective maintenance 

Change of rate 

• Except for the following services, which are subject to 6% service tax: 

- Food & beverage (F&B) services 

- Telecommunications services 

- Parking space services 
- Logistics services including delivery of goods 

Service tax on maintenance services 

Before March 1, 2024 

• Maintenance management services (preventive) subject to service tax 

• Corrective maintenance not subject to service tax 

• Exemption for residential buildings 

- Sinking fund 
- Maintenance charges imposed by the developer/joint management body/Management 
Corp on the homeowner 

March 1, 2024 and onwards 

• All maintenance services (r_E:lgardless preventive or _c::_orrective) subject to serv_ic_e_t_ax ___ _ 

• Exemption for residential buildings 

- Repairs 
- Sinking fund 
- Maintenance charges imposed by the developer/joint management body/Management 

Corp on the homeowner 

thing you can hoard. So, it would be better if 
the industry is informed three to four months 
earlier,so that when it comes to implementa
tion day, it will be smooth as businesses would 
have sufficient time to consult and prepare for 
it operationally," he says. 

Despite the initial confusion,credit should 
be given to MoF for its swift action last week. 

The ministry's Treasury secretary-general 
Datul<Johan Mahmood Merican held a media 
briefing last Wednesday to address the issue, 
explaining the wider scope of the service tax 
and also admitting that more extensive com
munication should have been done prior to 
the Budget 2024 announcement. 

The tax industry has commented on the 
ministry's openness and responsiveness to 
its feedback. 

"The MoF's quick action in hosting consulta
tion sessions and the exercise of the minister's 
power to exempt up to Feb 29 are applauded. 
Likewise,credit goes to customs for publishing 
so many policy papers and guidelines within 

a short time frame," says Tratax Sdn Bhd ex
ecutive director Thenesh K annaa. 

Nonetheless, the chaos of lastweek brings 
to mind the upcoming new tax - the high-val
ue goods tax - that will be implemented on 
May 1. Since it was first made known two 
budgets ago, save for the tax rate of 5% to 10% 
announced in Budget 2024, little is known 
about what would be deemed as "high value " 
and subject to tax at this juncture. 

During the parliamentary session last week, 
the government said it expects to collect tax 
revenue of RM700 million a year from the im
plementation of the high-value goods tax.The 
bill on the tax has been proposed to be tabled 
in the current parliamentary session. 

One can only hope that the relevant au
thorities will give the industry sufficient time 
to prepare for the new tax. 

It should also be noted that with the country 
keen on attracting foreign direct investment 
and growing domestic direct investment, such 
ambiguity and uncertainty as seen in the case 

It would be better if the 
industry is informed 
three to four months 
earlier, so that when it 
comes to implementation 
day, it will be smooth 
as businesses would 
have sufficient time to 
consult and prepare for it 
operationally.'' 
-Raja,PWC

The MoF's quick 
action in hosting 
consultation sessions 
and the exercise of the 
minister's power to 
exempt up to Feb 29 are 
applauded." 
-Thenesh, Tratax

If necessary, service 
providers may need to 
look into renegotiating 
their customer contracts. 
They will also have to 
look into reconfiguring 
their systems and 
documentation to cater for 
the changes.'' 
- Tan, Deloitte

of the service tax would not look good in the 
eyes of investors. 

Waiting for darity 
While the new service tax rate and its expanded 
scope is already in effect, there are still issues 
that need to be ironed out. 

Among matters that need further clarifi
cation is the tax treatment for maintenance 
and repair, which is now subject to service tax 
except for repairs,sinking funds and mainte
nance charges imposed by a joint management 
body (JMB) for residential buildings. 

"The government has provided some ex
emptions for residential properties to miti
gate the impact of the expansion of service 
tax scope on the rakyat. However, there are 
some unintended consequences as a result of 
how the exemptions are drafted.For example, 
while maintenance management services pro
vided by the JMB for buildings used for resi
dential purposes are exempted from service 
tax, a contractor hired by the JMB to provide a 
maintenance service (for example,lift main
tenance) will have to charge the JMB service 
tax. In effect, it would mean that residents or 
owners of the building will not be enjoying 
the service tax exemption. 

"There is also a question whether repairs 
for residential buildings used for commercial 
purposes are exempted from service tax;' says 
CTIM's Chung. 

In addition, the narrow scope of busi
ness-to-business (B2B) exemption needs to 
be looked at in order to minimise the com
pounding effect of the service tax. 

"B2B services are exempt if the service pro
vided is the same. For example, if I send the 
goods from the factory in Bentong and it goes 
to the airport(thewhole chain can be B2B),the 
problem comes at the point where I take the 
goods and put it in the warehouse while I wait 
for the ship to come. Since the warehouse is 
not the same service, I don't get the relief.The 
transporter who brings the goods from Bentong 
will charge 6% service tax; the warehouse will 
also charge 6%, and there will be another 6% 
from the loading transporter from warehouse 
to airport.Ports are now taxable too.So, this is 
going to raise the cost;' notes Raja. 

KPMG's Ng says the limitation in the B2B 
exemption given has raised concerns. 

"Although the government has clarified 
its rationale for setting the service tax rate for 
logistics services at 6% ( instead of 8%) with the 
aim of safeguarding key essential services, the 
imposition of stricter conditions on the 'busi
ness to business' exemption may counteract 
this objective;' she says. 

Thenesh also believes that the authorities 
should re-evaluate the removal of the ex
emption on warehouse services within free 
zones and licensed warehouses as it affects 
the attractiveness of the nation as a region
al distribution centre. This could ultimately 
affect employment opportunities and other 
economic indicators. 

Notably, Chung says that MoF has expressed 
its commitment to looking into all of these 
issues. 

"CTIM will be one of the parties spearhead
ing this and compiling all the issues. Then we 
will send it to MoF for consideration:' 

While waiting for more clarity on the mat
ter, businesses will still have to forge ahead 
with the implementation of the service tax. 
Deloitte Malaysia indirect tax leader Tan Eng 
Yew says that service providers will have to 
assess themselves on aspects such as wheth
er they would come under the ambit of tax, 
whether the company has the liability to regis
ter and charge the tax,and if there are any ex
emptions or B2B relief that could be applicable. 

"If necessary, they may need to look into re
negotiating their customer contracts.Service 
providers will also have to look into reconfig
uring their systems and documentation to 
cater for the changes," he adds. D 
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