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PROPOSED GST TREATMENT
TRANSITIONAL ISSUES 
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Transitional Issues  
Non-reviewable Contract
Written contract with no provision to review consideration for supply until a review opportunity arises 
AND
for a period of 24 months before appointed date of GST implementation proposed (previously 5 years)
Whichever is earlier
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Transitional Issues  
Non-reviewable Contract
Supply under non-reviewable contract will be treated as zero- rated supply for 5 years after appointed date or when a review opportunity arises whichever is earlier if :
Other conditions
The supplier and recipient must be registered under GST
The supply is a taxable supply
Recipient is making wholly taxable supplies
After 5 years period, revert to either standard rate or zero rate, if applicable.
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Transitional Issues  
Contract is considered “non-reviewable” where :
(a) The supplier of goods or services is specifically identified in the contract
(b) Consideration (i.e. price) in monetary terms (whether by reference to a specific amount or by way of a formula) for the provision of goods and services is specified in the contact; and
(c) The contract contains no provision for any change in the consideration arising from imposition of GST or any general review of the consideration
Must be specified in terms that contract cannot be changed
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Transitional Issues  
Proposed GST treatment of Stocks-On-Hand
Special refund (special tax credit) to be given for stocks-on-hand subject to the following conditions:
claimant is a GST registered person
Claimant on appointed date holds the goods for the purpose of making a taxable supply
goods subject to sales tax and sales tax has been charged or paid
invoice or customs import form is available
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Transitional Issues  
Proposed GST treatment of Stocks-On-Hand
Actual amount of sales tax to be refunded
If the amount of sales tax paid was shown clearly on the invoice or import documents
20% Method
If amount of sales tax paid is not shown in the purchase invoice, the special refund would be given as follows:
Actual purchase price x sales tax rate x 20%
Holds RM10,000 of raw materials on appointed date (AD) (date of GST implementation is 1 April 2015) 
Special refund – RM10,000 x 10% = RM1,000 x 20% = RM200 
Special refund to be given in eight equal  instalments over a period of two years 
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Transitional Issues  
Special refund is not allowed under following:
 On capital goods, e.g. furniture, building and land
On goods which have been used partially or incorporated into some other goods, e.g. raw materials, work-in-progress
On goods allowed sales tax deduction under Sec 31A under the Sales Tax Act (credit system)
Non-trading stocks such as raw materials, semi-processed goods, materials which are used indirectly in the manufacturing process (fuel, lubricating oil, detergents and chemicals) and consumable (stationery)
Sales tax to be paid back 
on raw materials/components acquired free from sales tax by sales tax licensees who are no GST registrant
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Transitional Issues-  Special Refund 
Manner to claim special refund
Claim within 6 months from appointed date (date of GST implementation 1 April 2015) i.e. 30 Sept 2015
For special refund of less than RM10,000  requires  audit certificate signed by a chartered accountant
For special refund of RM10,000 or more  requires  audit certificate signed by an approved  company auditor
Use special form to claim refund (online only)
Refund to be given in eight (8) equal instalments over a period of two (2) years
To account as output tax if special refund is claimed and goods are returned (damaged or defective goods returned to supplier who accounts as output tax for those goods)

9


Transitional Issues  
GST Treatment on Goods Returned
If a GST registrant has claimed a special refund for goods held on hand and subsequently return the goods to the supplier (the licensed manufacturer under STA) he shall account the amount of special refund as his output tax
Final Return for Sales and Service Tax
Final return must be submitted not later than 28 days from the date GST Act comes into force (GST implementation date)
All tax liabilities must be accounted in the final return
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Transitional Issues  
Supply of Services are treated as made continously and uniformly throughout the contract
Where the consideration is paid in full (LUMP SUM) before GST implementation date but supply of services spans before and after GST or after GST, you need to charge GST on the consideration on / after implementation date, i.e. on or after 1 April 2015 (MAY BE POSTPONED BY MONTHS)
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GST commencement on 1 July 2015
1 Jan 2015
Contracts starts
31 Dec 2015
Contracts ends
No GST 
GST 
Contracts start
Say, Fee subject to GST: 3,000 /12 x 6 months = RM1,500  Say, GST commencement on 1 July 2015


Transitional Issues  
Value of Taxable Supply : RM3,000 
Consideration: RM3,000 / 12 x 6 months = RM1,500
GST payable: RM1,500 x 6% = RM90. 
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GST commencement on 1 July 2015
1 Jan 2015
Contracts starts
31 Dec 2015
Contracts ends
No GST 
GST 
Contracts start
  Say, GST commencement on 1 July 2015


Transitional Issues  
Trade- in Goods
Consideration for the supply of goods is made partly in kind (Trade-in goods) and partly in money
GST has to be accounted based on the aggregate 
The open market value of goods in kind
The amount of consideration in money

Example 1					   	RM
Selling price of product A (Registrant) 	3,000
Consideration 
- open market value of goods in kind		1,050
In money 					1,810
Total consideration 				2,860
GST at 6% = 6/ 106 x 2,860 = 	   	   162	
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Transitional Issues  
Trade- in Goods
Example 					   	RM
Selling price of product A (Registrant) 	3,000
Consideration 
- open market value of goods in kind		2,990
GST at 6% = 6/ 106 x 2,990 = 	   	   169

No	 consideration in money.
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Transitional Issues  
Generally, Items exempted from GST - rice, sugar, salt, flour, cooking oil, dhal, chilli, herbs, salted fish, cincalok, budu, belacan, pipe water, electricity (for domestic use), government services, public transport (bus, LRT, ferry, toll) sales and purchase of property or rental of property.

Zero Rated Supply (good news  for supplier of this supply as input tax can be claimed)
Live animals such as cattle sheep and goats and swine, poultry, ducks, live fish, fish fresh and chilled and frozen (excluding fish fillets and other fish meat) , bird eggs, 
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Transitional Issues  
Potatoes fresh or chilled 
Tomatoes fresh or chilled 
Onions, garlic etc
Cabbages, cauliflower, etc
Lettuce, carrots, cucumbers etc
Other vegetables fresh or chilled 
Fruits 
Pepper
Rice, wheat, flours
Ground nut oil etc
Palm oil, margarine etc
Cane or beat sugar
Salt etc
16


Transitional Issues  
Goods to be supplied in Labuan, Langkawi and Tioman
First 200 units of electricity for a min of 28 days (about RM2 discount)
Other products
Services  (certain types of services) 
Export services 
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Transitional Issues  
Exempt supply (Not good news for supplier of this supply as input tax cannot be claimed)
Land used for residential or agricultural purposes or general purposes such as playground or religious building etc.
Building used for residential purposes
Financial services 
Education 
Child care services 
Healthcare services
Accommodation
Transport (public and non-luxury)
Tolled highways
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Manufacturers’ & Other Businesses’ Concerns : ISSUES ON  GST
Impact of GST will be felt 
	- on all sectors of economy; 
Regressive tax (hits lower income group harder than others)
Inflationary pressure? 
Is there a mechanism for Govt. to soften the cushion for lower income bracket - NO as they are already out of income tax scope
Refund on Bad Debts requires write-off in P&L
Many types of audits?
Groups with marketing companies hit
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ISSUES ON  GST
Exemption facility (CJ5) for manufacturers withdrawn & upfront additional cash 
SAP systems / Accounting System to capture input tax /output tax
	i)   can be claimed at correct rates ; & 
	ii)  cannot be claimed (blocked such as club subscription & motor cars)
False records? Enforcement? 
Statistics show GST increases admin cost
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ISSUES ON  GST - Rates 
			Initial		Current	I/tax	T/Hold
Denmark 	10% 		25%		
Sweden 	11.11		25%		
Italy		12% 		20%		
UK		10%		20% ^	Increasing	
China 	17%			17%		
Germany 	10%		16%		
N.Zealand	10%		12.5%		$40k
Indonesia	10%		10%			R360k
Japan*	3%	    5%/8%/10%	 Modified 
Singapore	3%		7%		17%	SG$1m
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ISSUES ON GST
CASE STUDY – ABC Co  Sdn Bhd
Process  18,000 invoices/month
Input tax will have to accounted, checked and counter-checked 
SAP system need to tested 
Spend time chasing documents and bringing into books early
Exports are zero-rated so output tax is reduced
Input tax credit > Output tax = GST Refund
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ISSUES ON GST
CASE STUDY – ABC Co.
Say, August purchases - RM30m 
GST payable to suppliers RM1.5m
Say, GST on Output tax - RM1m
Credit terms of 30/90 days etc. applies for purchases and sales 
Prepare GST form in September and account for refund of RM0.5m and submit by 30 September 
Refund cheque due by 28 October? 
	(min. 2 months delay)
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ISSUES ON GST
CASE STUDY – ABC Co
Subject to Pre-audit in view of refund?
Refund may be offset against future output tax & other unpaid government taxes means Customs will check if other taxes (say, income tax) are outstanding and if yes, may need to get clearance
Refund applications made monthly
Delay in refund?
Government will not pay interest
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Goods & Services Tax (GST)
Planning 
Constant communication & updates of law / rules to all group company members wide and vendors and other relevant parties
Collect / Collate / Compile information that has an impact on the operations (MM, SD, FI)
	including detailed information on:-
list of suppliers of all types of goods and services & estimated size (whether GST registered or not)
pricing issues
agreement/contracts spanning pre and post GST
system of paying incentives for marketing coy
transition period issues for stocks & others
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Goods & Services Tax (GST)
Planning (Cont’d)
Review current SAP system for adaptability and flexibility
Review Marketing Company set-up
Posting of GST Highlights on company notice boards
Determine if there are any sales opportunities if there is a sentiment that prices are going to go up before implementation date (can we plan for the expected surge in demand)
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Goods & Services Tax (GST)
Issues  
Training and familiarization for Staff
CJ Exemption facility removed
Group Registration
SAP system to account for GST on inputs
Differentiating for GST on inputs claimable & not claimable (GST on cars & subscription are blocked)
Accounting for GST on outputs
 Inputs > Outputs = Refund
Cashflow problem for outstanding Refund
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Goods & Services Tax (GST)
Issues  (Cont’d)

Current payment incentive such as rebates
GST on Fringe Benefits - calculation
Open Market Value - Valuation issues
GST on bad debts 
To plan and work with relevant sub-committee members on planning & implementation 
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GST  
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Order Your GST Guide on: www.cch.com.my




Ravi Balakrishnan
Advisor for 
Thenesh, Renga & Associates
Chartered Accountants (NF 1222)
GST Implementation & Advisory
Go to Free GST resources: www.iTrainingExpert.com/Resources
CONTACT ITRAININGEXPERT.COM
FOR IN HOUSE TRAININGS
T: +603 8074 9056
E: info@iTrainingExpert.com
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Order Your GST Guide on: www.cch.com.my


image1.jpeg

image2.jpeg

image3.jpeg

image4.png

image5.jpeg

image6.jpeg

image7.jpeg

image8.png

image9.jpeg

