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The final 15 days of GST:  
What should businesses do immediately? 
 
Background 
Following the unprecedented political change, there were 
announcements from the new leaders of the Government that Goods 
and Services Tax (GST) would be abolished but no exact date was 
announced until yesterday. 
 
Now the Government has announced – and made the necessary legal 
changes – to reduce the GST rate from 6 percent to zero percent on ALL 
goods and services supplied on or after 1st June 2018. In practical terms, 
this means that 31st May 2018 is the last day of GST in Malaysia.  
 
This, however, does not mean GST is completely abolished from 1st 
June 2018. Until further announcement is made, businesses would have 
to comply with the requirements of GST Act 2014, including 
submission of GST returns until further legislative change is enacted.  
 
The likely ‘double transition’ 
The Prime Minister of Malaysia has announced that GST will be 
replaced by Sales and Services Tax (“SST”). However, implementation 
of SST will have to go through the parliamentary process and hence it 
is likely to take effect on a date later than 1st June 2018. Hence, 
businesses should be prepared for ‘double transition’, as depicted in the 
diagram below.  
 

 
 
 
 
 
 

GST 6%. No GST.  
No SST.  

SST (unknown 
criteria and rate). 

1st April 2015 1st June 2018 unknown date 
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As we are most likely faced with a ‘double transition’ situation (as 
compared to a direct transition from GST to SST), the consumer 
demand may be volatile. In the immediate term, consumers may want 
to defer purchases until 1st June (of course, purchase of perishable and 
essential items and many services cannot be deferred due its very 
nature). The reverse may occur in the future when we usher into the 
SST-era. The affected industry players should plan their operations and 
financials (in particular cash flow) accordingly. 
 
 
What should businesses do immediately? 
 

1. Make system changes immediately to ensure supplies made on or after 
1st June 2018 are subject to zero GST. This may be as simple as 
applying a different tax code to the sales items or changing the tax rate 
for a particular to code, or may require sophisticated customisation – 
depending on the nature of business and its systems. 
 

2. As elaborated above, a ‘double transition’ is foreseen (rather than a 
direct transition from GST to SST). Hence, the impact on demand and 
short term financials may be significant. Relook into the financial 
budgets and operational schedules (such as production schedule) for 
the following weeks and make the necessary revisions.  
 

3. Revise prices accordingly. The Ministry of Finance’s media release 
states that businesses should comply with the Price Control and Anti-
Profiteering Act 2011. The Act provides that it is an offence to make 
‘unreasonably high profit’ – as defined by regulations (which the 
Minister may prescribe without going through the parliamentary 
process). The scope of the present regulation that prescribes the 
mechanism to determine ‘unreasonably high profit’ is confined to 
household goods and food and beverages, but the scope may be easily 
expanded. 
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4. Review existing contracts where 
prices were agreed inclusive of 
GST but the supply (wholly or 
partially) would be made on or 
after 1st June. Section 67 of the 
GST Act provides for the contract 
value to be automatically varied, 
unless the contract expressly state 
otherwise.  

 
5. Expedite processing of tax 

invoices received from vendors. If 
there is any tax invoice yet to be 
posted in the payables system, 
swift processing of the tax invoice 
by 31st May would avoid any 
difficulty in claiming input tax 
credit thereafter. 

 
6. Expedite issuance of tax invoices 

for goods delivered or services 
performed until 31st May. This 
will minimise transitional issues, 
and allow customers to claim 
input tax credit wherever 
applicable.  
 

7. Expedite issuance of credit notes. 
If a business has already issued tax 
invoice for a supply but 
subsequently the value of the 
supply is required to be adjusted – 
for example due to goods returned, 
faulty service or early payment 

Legal Issues 
The rapid pace at which GST is being unwind may 
come as a surprise to many businesses. It is true that 
revocation or any amendment to the GST Act 2014 
must go through the parliamentary process. But 
nothing in the GST Act 2014 has been changed.  
 
GST Act 2014 empowers the Minister charged with 
the responsibility for finance (usually the Finance 
Minister but in this case it appears that the Prime 
Minister himself is so responsible) to fix or vary the 
rate of tax by order published in the Gazette. This 
is how the rate was previously enacted as 6 percent, 
and now varied to zero percent. 
 
What happens next? 
The law requires the order which varies the rate of 
tax to be laid before the Dewan Rakyat, which is 
the lower house of the Malaysian parliament. 
Should the order be not confirmed by the Dewan 
Rakyat within 120 days (or any extended period), 
the order shall be cease to have effect (i.e. back to 
6 percent tax) – this, however, appear to be an 
unlikely event based on the present political 
composition of the parliament.  
 
For clarification, businesses are not required to wait 
for the order to be passed in the parliament – the tax 
rate is zero effective 1st June, and this cannot be 
changed at least for 120 days, if not indefinitely. 
 
The leaders of the present Government have 
announced the intention to implement SST (as a 
substitute for GST). The effective date for 
implementation of SST is yet to be announced but 
it may take a while as it must go through the 
parliamentary process.  
 
Other orders gazetted on 16th May 2018: 
P.U. (A) 119/2018: Goods and Services Tax (Zero-
Rated Supply) (Revocation) Order 2018.  
P.U. (A) 120/2018: Goods and Services Tax 
(Relief) (Revocation) Order 2018. 
P.U. (A) 121/2018: Goods and Services Tax 
(Imposition of Tax for Supplies in Respect of Free 
Zones) (Revocation) Order 2018. 
P.U. (A) 122/2018: Goods and Services Tax 
(Application to Government) (Revocation) Order 
2018. 
P.U. (A) 123/2018: Goods and Services Tax 
(Imposition of Tax for Supplies in Respect of 
Designated Areas) (Revocation) Order 2018. 
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discount – it advisable that the credit noted is issued by 31st May to 
avoid any potential uncertainty. 

 
8. Avoid receiving advances before 1st June for any goods that would be 

delivered or service that would be rendered on or after 1st June.  
 
Issues specific to mixed suppliers 
Some businesses make taxable as well as exempt suppliers – for 
example, hospitals, financial institutions and property developers.  
 
There is no amendment to exempt supply and thus the value of such 
supply must continue to be reported accordingly in the GST return. 
However, the difference between exempt and taxable supply is 
expected to be immaterial after 1st June given that no GST would be 
payable on acquisitions, and hence there would be no input tax credit. 
 
For the time-being, mixed suppliers are expected to perform longer 
period (annual) adjustments and capital goods adjustments until and 
unless the GST Act is repealed or transitional rules are gazetted. 
 
What’s next? 
The details of the way forward has not been announced by the 
Government. Our anticipation is as depicted in the diagram below. 

 

GST Act legally repealed, subject to ‘savings and transitional 
provisions’. 

Possibly revision to the scope of the Anti-Profiteering 
Regulation 2016.

Announcement of operational cut-off date for pending GST 
matters – particularly refunds, audits and appeals.

Enactment of laws for implementation of SST.
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Sales and Services Tax (SST) 
It has been announced that SST would be re-introduced but the 
following key areas are yet to be addressed: 
 

 What would be the effective date? Businesses need time to 
prepare and make application for the new schemes/facilities (for 
example, exempt on importation of raw materials for 
manufacturers).  
 
 Whether SST would be re-introduced in its form as at 31st March 
2015, or a new law would be enacted? 
 
 What would be the tax rates? Previously sales tax was generally 
5 percent or 10 percent of factory price or import value, and 
service tax was 6 percent. 
 
 What would be the registration threshold (previously service tax 
had numerous registration thresholds – from RM3 million for 
restaurants to zero for professional services).  
 
 SST treatment on advances collected in the GST-era, or in the ‘no 
consumption tax era’, in respect of supplies made in the SST era? 
 

Broader picture – GST to SST; what’s the impact on prices? 
Assuming SST is re-introduced in its form as at 31st March 2015, the 
resultant impact on prices is rather complex – as depicted in the 
diagram that follows. 
 
Note: For simplicity the diagram below does not reflect the 
implications that arise due to difference in revenue thresholds for 
business operators to register for GST or SST. Also, the diagram is 
simplistic as it does not include items which are either zero-rated, 
exempted or relieved in the present GST regime.  
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If we take a typical non-essential item in a retail outlet, it would be 
subject to 6 percent GST now (essential items are zero-rated). In the 
SST regime, those items are not subject to any tax at the retail level but 
there would be sales tax on the factory price, which is cascaded down 
as the retailer’s cost. Hence, any price reduction at the retail level may 
not be as much as 6 percent. So, how much would the price reduction 
be? That depends on many factors – the rate of sales tax, the ratio of 
the distributor’s and retailer’s margin to the factory price and most 
importantly the market perceptions and behavioural aspects. 

  

Transition from GST to SST

Goods

Subject to 
Sales Tax

Prices may reduce but 
not as much as 6%. 

In certain cases, price 
may even increase. 

E.g. Electronic goods, 
motor vehicles, 

household goods.

Not Subject to 
Sales Tax

Prices should reduce 
by approximately 6%. 

E.g. Commercial 
properties, 
jewelleries.

Services

Subject to 
Service Tax

No significant change 
on prices. 

E.g. Car parking 
charges, legal fee.

Not subject to 
Service Tax

Price should reduce by 
approximately 6%. 

E.g. Cinema tickets, 
medical insurance.
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Frequently asked questions (FAQs)  
In this section, we deal with eight (8) frequently asked questions.  
 
Q1: For purchases made in May, will I be entitled to claim input tax 
credit on the stock-in-hand as at 31st May 2018?   
A1: Section 39 of GST Act grants credit in respect of input tax that is 
attributable made or to be made by the business. There is no need for 
the acquirer to make an onward taxable supply in the same taxable 
period. Any supply made in June is subject to zero GST, but is 
nevertheless a taxable supply. Hence, the entitlement for input tax 
credit in May 2018 (or earlier) pursuant to the normal mechanism of 
GST should not be disturbed. 
 
Q2: Can a business continue to issue tax invoice after 31st May 2018? 
A2: The business may issue “tax invoice” or “invoice” (or any 
equivalent document). However, no tax shall be charged on any tax 
invoice issued after 1st June 2018; given that section 33(10) of the GST 
Act stipulates that it is an offence to issue tax invoice with 6 percent 
GST on any zero-rated item.  
 
Q3: What would be the GST treatment for credit notes raised on or 
after 1st June 2018 in respect of tax invoice raised prior to 1st June? 
How about bad debts? What if I claim input tax credit now but do not 
pay the supplier in six months? 
A3: It is expected that special rules will be introduced to deal with 
scenarios of this kind, particularly if the GST Act is repealed. 
 
Q4: When should the final GST return be submitted? 
A4: Although the GST rate has been reduced to zero, there is no 
amendment made to the GST Act itself. Hence, GST returns must be 
submitted within one month from the end of respective taxable period 
until and unless the GST Act is repealed or amended.  
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Q5: If my business is on quarterly taxable period with the first taxable 
periods normally ending on 31st March and so on, should I submit a 
GST return by 30th June given that 31st May is the last day to account 
for output tax? 
A5: Your second taxable period for the year 2018 is the period from 1st 
April  to 30th June. You are required to submit the GST return, and pay 
GST (output tax minus input tax credit), by 31st July 2018. 
 
Q6: Should standard-rated supplies made on or after 1st June be 
reported in the GST return? 
A6: There is no guidance on this matter at this juncture. In the interim, 
one may want to assume that the value is to be reported in item 10 
(‘Total Value of Local Zero-Rated Supplies’). We believe further 
clarification/guidance on this will be made available in due course. 
 
Q7: May I deliver goods or provide service to customer in May but 
raise invoice (and collect the money) only in June?   
A7: Although the GST provides 21-days leeway for tax invoices to be 
issued, Section 66 of the GST Act applies during the transitional period. 
As a result, you would be required to account for 6 percent output tax 
on the supply. 
 
Q8: Customs has recently conducted GST audit and issued Bill of 
Demand. Must the payment for Bill of Demand be made? 
A8: This relates to issues prior to 1st June 2018. Hence, payment must 
be made. If there’s any disagreement, appeal may still be made to the 
GST Tribunal.  
 
 
Note: The information in this e-Alert are written based on information available in public 
domain at the time of writing. We do not assume the responsibility to update you should further 
information be made available that makes the contents of this e-Alert wholly or partly obsolete. 
The contents on this e-Alert are generic in nature and are meant for academic purposes. Views 
expressed herein are our interpretation of the relevant law. Strictly no liability assumed. Kindly 
seek case-specific consultation. 
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