
Recently, the Malaysian Government implemented several key Indirect Tax reforms designed to

formalise existing policies, provide clarity and reinforce compliance. These updates impact multiple

sectors and carry significant implications for businesses.

30 March 2026

Malaysia’s Latest Indirect 
Tax Updates

Our latest Indirect Tax Updates cover five key areas:

1. Official gazettement of an order regarding the reduction of the service tax rate 

from 8% to 6%

2. Service Tax Guide on Information Technology Services dated 26 February 2026

3. Service Tax Guide on Healthcare Services by Private Healthcare Facilities, Practice 

of Traditional and Complementary Medicine Private Services and Private Allied 

Health Related Services dated 1 March 2026

4. Service Tax Guide on Construction Works Services dated 17 March 2026

5. Sales Tax Guide on Registration dated 6 March 2026

1. Official gazettement of an order regarding the reduction of the service tax rate 

from 8% to 6%

Following the Malaysian Ministry of Finance (MoF) Press Release dated 5 January 2026 (the Press 

Release), the Service Tax (Rate of Tax) (Amendment) Order 2026 [P.U. (A) 125/2026] (Amendment 

Order) was gazetted on 13 March 2026.

This Amendment Order is deemed to be effective as of 1 January 2026 and pertains to a modification of 

the First Schedule of the Service Tax (Rate of Tax) Order 2018, whereby rental or leasing services are 

now subject to a service tax rate of 6%.

Commentary

 The gazettement of the Amendment Order clarifies the imposition of service tax on rental and 

leasing services at a reduced rate of 6% with effect from 1 January 2026. 

 Accordingly, the service tax exemption granted under Item 8 of the Service Tax Policy (STP) No. 

2/2025 (Amendment No. 4) ceases to apply. In turn, affected registered persons are no longer 

required to apply or reflect a 2% service tax exemption on rental or leasing services in both 

invoicing and Sales and Service Tax (SST) 02 reporting, pursuant to the Procedure for Issuing 

Invoices and Reporting the Rate of Tax on Rental or Leasing Services dated 27 January 2026.

 Despite the above, impacted registered persons must still ensure that the applicable transitional 

provisions are satisfied to accurately determine the correct tax rate on their rental or leasing 

services before claiming a refund.

https://www.mof.gov.my/portal/images/2026/01/05/Siaran-Media-Pemakluman-Dasar-Dikemaskini-Berhubung-Cukai-Jualan-Dan-Cukai-Perkhidmatan-SST.pdf
https://lom.agc.gov.my/ilims/upload/portal/akta/outputp/3413687/P.U. (A) 125_2026.pdf
https://click.email.pwc.com/?qs=eyJkZWtJZCI6ImQ0ZGNjYWVkLTdiNWMtNDBiNi1hNDFlLWI5NzBmY2YzNmRjMiIsImRla1ZlcnNpb24iOjEsIml2IjoiVS9kUEVPRXRtUE5mbk1YV250UFV2Zz09IiwiY2lwaGVyVGV4dCI6Im8vREtDM0lrOTFiRURoSjkwMmRiZGFZNXFFamJubXN2RlhlYUFsWXJGWjlmb2ozTFNPZE5Za0k5dlByWnhZa2lYdlVHanAyM3NMNUlWZEs5SysxZ0JiM09IU0UxZDFQM1R4RGhMWmp6WDV6RjFwN1QxTDQ9IiwiYXV0aFRhZyI6InNMNUlWZEs5SysxZ0JiM09IU0UxZHc9PSJ9
https://click.email.pwc.com/?qs=eyJkZWtJZCI6ImQ0ZGNjYWVkLTdiNWMtNDBiNi1hNDFlLWI5NzBmY2YzNmRjMiIsImRla1ZlcnNpb24iOjEsIml2IjoiVS9kUEVPRXRtUE5mbk1YV250UFV2Zz09IiwiY2lwaGVyVGV4dCI6Im8vREtDM0lrOTFiRURoSjkwMmRiZGFZNXFFamJubXN2RlhlYUFsWXJGWjlmb2ozTFNPZE5Za0k5dlByWnhZa2lYdlVHanAyM3NMNUlWZEs5SysxZ0JiM09IU0UxZDFQM1R4RGhMWmp6WDV6RjFwN1QxTDQ9IiwiYXV0aFRhZyI6InNMNUlWZEs5SysxZ0JiM09IU0UxZHc9PSJ9
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2. Service Tax Guide on Information Technology Services dated 26 February 2026

The Royal Malaysian Customs Department (RMCD) issued the Service Tax Guide on Information 

Technology Services (IT Services Guide) dated 26 February 2026, which supersedes the previous guide 

dated 8 March 2021.

The salient updates in the IT Services Guide are as follows:

No Description Details
1. Overview  Covers more modern IT delivery models, such as data centres, 

cloud, managed services, subscriptions.

 Provides more practical examples impacting the industry.

2. Taxable services  Inclusion of a new taxable IT service such as online platform 

development.

 Clarification that certain IT-related services are now subject to 

service tax:

• Repair services for IT equipment and hardware are now 

included as part of taxable repair and maintenance 

services. Prior to the expansion of the SST scope in 2024, 

only maintenance management of hardware was subject to 

service tax under taxable management services.

• Charges pertaining to the storage or co-location of 

hardware or servers are subject to service tax under rental 

or leasing services. Similarly, this also applies to the rental 

or leasing of computers, hardware, and servers. Prior to 

the expansion of the SST scope in 2025, rental or leasing 

were not subject to service tax.

Commentary

 The issuance of the IT Services Guide is a necessary and timely update, as the previous guide 

dated 8 March 2021 was issued prior to the expansion of the SST scope in 2024 and 2025 

respectively, to repair and maintenance services, as well as rental or leasing services.

 With Malaysia’s emergence as one of the premier destinations for data centre investments in 

Southeast Asia, this update is beneficial for impacted stakeholders as it provides greater clarity 

on the service tax treatment of data centre services.

 Arising from this updated guide, impacted stakeholders should proactively revisit their internal 

policies, operational processes, and system capabilities to ensure the accurate identification and 

application of service tax based on the nature of their IT services.

https://mysst.customs.gov.my/assets/document/Industry Guides/GI/Panduan Perkhidmatan Teknologi Maklumat - V7 26.02.2026.pdf
https://mysst.customs.gov.my/assets/document/Industry Guides/GI/Panduan Perkhidmatan Teknologi Maklumat - V7 26.02.2026.pdf
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3. Service Tax Guide on Healthcare Services by Private Healthcare Facilities, 

Practice of Traditional and Complementary Medicine Private Services and Private 

Allied Health Related Services dated 1 March 2026

RMCD issued the Service Tax Guide on Healthcare Services by Private Healthcare Facilities, Practice 

of Traditional and Complementary Medicine Private Services and Private Allied Health Related 

Services (Private Healthcare Guide) dated 1 March 2026, which supersedes the previous guide dated 

9 June 2025.

The salient updates in the Private Healthcare Guide are as follows:

No Description Details
1. Overview  A clarification that all private healthcare, traditional & 

complementary medicine, and allied health services are now 

explicitly categorised as taxable services under Group I, First 

Schedule of the Service Tax Regulations 2018.

 Incorporates policies and exemptions stipulated by RMCD under 

STP No. 5/2025 and STP No. 6/2025.

 Provides more practical examples impacting the industry.

2. Taxable Services  Further clarification is provided on the distinction between 

Malaysian citizens and non-citizens.

3. Examples of Taxable 

Services

 Specific to private healthcare facilities, the removal of 

consultation fees provided by any healthcare professional and 

registered medical practitioner as this is exempted from 

service tax. This is in line with the exemption specified under 

item 1 of STP No. 5/2025. 

 Specific to private healthcare facilities, sales of medical aids 

by private healthcare facilities to a non-citizen patient are now 

subject to service tax. 

4. Frequently Asked 

Questions

 Pharmacy services (i.e., sale of medicine) provided by a private 

healthcare facility registered or licensed under the Private 

Healthcare Facilities and Services Act 1998 [Act 586] to non-

citizen patients are generally subject to service tax. However, 

medicine sold through a retail pharmacy are not subject to 

service tax.

 Medicines supplied as part of private healthcare services are 

taxable as services, whereas medicines sold independently 

based on an external doctor’s prescription are treated as goods 

and are not subject to service tax.

https://mysst.customs.gov.my/assets/document/Industry Guides/GI/09032026_Final PANDUAN PERKHIDMATAN KESIHATAN KUMPULAN I.pdf
https://mysst.customs.gov.my/assets/document/Industry Guides/GI/09032026_Final PANDUAN PERKHIDMATAN KESIHATAN KUMPULAN I.pdf
https://mysst.customs.gov.my/assets/document/Industry Guides/GI/09032026_Final PANDUAN PERKHIDMATAN KESIHATAN KUMPULAN I.pdf
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No Description Details
4. Frequently 

Asked 

Questions 

(cont’d)

 Health screening services provided to foreign workers by Foreign Workers' 

Medical Examination Monitoring Agency (FOMEMA Sdn. Bhd.) are exempted 

from service tax.

 Addresses medical treatment paid by a non-citizen via an insurance panel 

or a Third-Party Administrator.

 Clarifies the service tax treatment of inter-hospital charges where a 

patient is treated by more than one hospital.

 Services rendered by a private healthcare facility that is not registered or 

licensed under Act 586 will need to impose service tax based on respective 

service tax groups, such as wellness centre and massage parlours, which 

are under Group C.

 Where healthcare services are bundled with other services or health 

products and sold as a package, service tax applies to the entire package 

value, irrespective of invoicing format.

Commentary

 The issuance of the Private Healthcare Guide is a necessary and timely update, as the previous 

guide was issued in time for the imposition of service tax on Private Healthcare services under the 

SST scope expansion on 1 July 2025.

 After collating feedback on implementation challenges faced by the impacted stakeholders, RMCD 

has enhanced this updated guide by highlighting practical compliance and administrative 

requirements, in line with the policy refinements introduced through STP No. 5/2025 and STP No. 

6/2025.

 Arising from this updated guide, impacted stakeholders should proactively revisit their internal 

policies, operational processes, and system capabilities to ensure the accurate identification and 

application of service tax based on the nature of their patients.
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4. Service Tax Guide on Construction Works Services dated 17 March 2026

RMCD issued the Service Tax Guide on Construction Works Services (Construction Works Guide) dated 

17 March 2026, which supersedes the previous guide dated 9 June 2025.

The salient updates in the Construction Works Guide are as follows:

No Description Details
1. Overview  A clarification that construction works services are now 

explicitly categorised as taxable services under Group L, First 

Schedule of the Service Tax Regulations 2018.

 Incorporates policies and exemptions stipulated by RMCD under 

STP No. 3/2025 and STP No. 7/2025.

 Provides more practical examples impacting the industry.

2. Threshold Value and 

Rate of Service Tax

 The taxable service elements for the purpose of registration 

are as follows:

i. the total value of construction work services for non-

residential or commercial buildings; 

ii. the total value of construction work services for mixed 

developments (residential and non-residential buildings); 

or

iii. both elements (i) and (ii); and 

iv. any other value related to construction work services (if 

applicable).

 The value of goods or materials is not subject to service tax 

and does not form part of the registration threshold if it can be 

clearly separated or itemised from the value of construction 

works. However, if the value of construction works is issued on 

a lump-sum basis (i.e., the value of goods and the value of 

services cannot be separated or itemised), the entire value is 

subject to service tax.

 The value of construction work that is exempt from service tax 

is still included when calculating the registration threshold.

 The value of building materials is to be based on the actual 

value (i.e., at cost and without markup) of such materials, 

supported by relevant documents (e.g., invoices, contract 

documents, other related records).

https://mysst.customs.gov.my/assets/document/Industry Guides/GI/Guide on Construction Work Services_english 19032026 (1).pdf
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No Description Details
3. Construction Works for 

Mixed Development

 Construction works associated with mixed development 

projects are partially exempt from service tax on buildings and 

public facilities connected to these residential structures 

through an apportionment method, provided all requirements 

outlined in item 4 of STP No. 3/2025 are satisfied.

 Previously, service tax was imposed on the total contract value 

for the construction of commercial buildings, residential 

buildings, and public utilities.

4. Tax Treatment on 

Engineering, 

Procurement, 

Construction, and 

Commissioning (EPCC) 

Contracts for the 

Construction of Ships or 

Platforms

In line with Item 1 of STP No. 8/2025, a sales tax-registered 

contractor involved in the construction of ships or platforms under 

an EPCC project may determine whether the project is treated as:

 construction works services project (EPCC / design & build) –

services treated as construction works services and subject to 

service tax; or

 manufacturing of ships or platforms – entire value treated as a 

sale of goods and subject to sales tax. 

5. Taxable Services for 

Registered 

Manufacturers Carrying 

Out Installation Work

In line with Item 2 of STP No. 8/2025, a contractor involved in the 

carrying out manufacturing of goods with installation works may 

determine whether the project is treated as:

 installation work that separates goods and services component 

– the services are treated as construction works services and 

subject to service tax; or

 installation work that does not separate goods and services 

component –

a) the entire value is treated as a sale of goods and subject to 

sales tax (if sales tax-registered)

b) the entire value is treated as a provision of service and 

subject to service tax (if service tax-registered)

6. Service Tax Treatment 

on Repair and 

Maintenance Services 

During Construction

 Clarifies that repair and maintenance services carried out 

during construction period per the construction contract is 

subject to service tax at 6% under construction works services.

 For repair and maintenance services which are not included 

within the scope of construction contract (whether during or 

post-construction) and covered under a separate contract, this 

is subject to service tax at 8% under repair and maintenance 

services.
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No Description Details
7. Business-to-Business 

(B2B) Services to the 

Main Contractor for 

the Procurement of 

Professional Services 

under Design and Build 

Contracts

 A B2B exemption has been granted to a main contractor from 

having to pay service tax on the procurement of certain 

professional services under design and build contracts, 

provided all requirements outlined in Item 5 of STP No. 3/2025 

are satisfied.

 Previously, such B2B exemption was not available for the 

procurement of certain professional services under design and 

build contracts.

8. Provision of Services to 

Federal and State 

Government 

 This service tax exemption is prescribed in line with Item 1 of 

STP No. 3/2025, whereby construction works provided to 

Federal and State Government are exempted from service tax.

 Further clarification has been provided on the relevant Federal 

and State Government ministries or agencies that are eligible 

for the service tax exemption.

9. Provision of Services to 

Local Authorities

This service tax exemption is prescribed in line with Item 2 of STP

No. 3/2025, whereby construction works provided to Local

Authorities are exempted from service tax from 1 July 2025 to 30

September 2025.

10. Non-Reviewable 

Contract

In line with Item 1 of STP No. 8/2025, a sales tax-registered 

contractor involved in the construction of ships or platforms under 

an EPCC project may determine whether the project is treated as:

 construction works services project (EPCC / design & build) –

services treated as construction works services and subject to 

service tax; or

 manufacturing of ships or platforms – entire value treated as a 

sale of goods and subject to sales tax. 

11. Construction Works for 

Places of Worship and 

Related Public Facilities  

Construction works in relation to places of worship and its

related public facilities are exempted from service tax,

provided all requirements outlined in Item 7 of STP No. 3/2025

are satisfied.

12. Renovation Works of 

Non-Residential 

Buildings Converted 

into Places of Worship

Construction works in relation to the conversion of non-

residential buildings used for religious worship are exempted

from service tax, provided all requirements outlined in Item 8

of STP No. 3/2025 are satisfied.

13. Methods of 

Management and 

Issuance of Invoice

Further clarification has been provided that, where the

certified value differs from the amount stated in the

contractor’s payment claim, the invoice issued to the

developer or property owner shall be based on the actual value

of construction works, verified according to the progress of

work completed.
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Commentary

 The issuance of the Construction Works Guide is a necessary and timely update, as the previous 

guide was issued in time for the imposition of service tax on Construction Works services under 

the SST scope expansion on 1 July 2025.

 After collating feedback on implementation challenges faced by the impacted stakeholders, RMCD 

has enhanced this updated guide by highlighting practical compliance and administrative 

requirements, in line with the policy refinements introduced through STP No. 3/2025 & STP No. 

7/2025.

 Arising from this updated guide, impacted stakeholders should proactively revisit their internal 

policies, operational processes, and system capabilities to ensure accurate identification and 

application of service tax based on the nature of their construction works.

5. Sales Tax Guide on Registration dated 6 March 2026

RMCD issued the Sales Tax Guide on Registration (Sales Tax Registration Guide) (in the national language) 

dated 6 March 2026, which supersedes the previous guide dated 25 August 2018. 

The salient updates in the Sales Tax Registration Guide are as follows:

No Description Details
1. Overview  The focus is on current registration rules and responsibilities of 

the sales tax registered person, in line with the Sales Tax Act 

2018 and the relevant regulations and orders.

 Removal of guidance relating to the transition period arising 

from the repeal of Goods and Services Tax (GST).

2. Registration Procedure  Adoption of a more compliance-oriented approach by 

referencing the MySST portal.

3. Exemption from 

Registration

 References were made to Schedule A of the Sales Tax 

(Exemption from Registration) Order 2018, under which a 

company carrying out only one specified Schedule A 

manufacturing operation is not required to be sales tax 

registered. 

 Similarly, the performance of multiple Schedule A 

manufacturing operations does not trigger registration, 

provided such operations are independent and not part of the 

same manufacturing chain.

https://mysst.customs.gov.my/assets/document/Specific Guides/Panduan Pendaftaran Di Bawah ACJ 2018.pdf
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No Description Details
4. Responsibilities of the 

Registered 

Manufacturer

Further clarifications were provided on the registered 

manufacturer’s responsibilities, including:

 Ongoing compliance obligations, including the requirement 

to file a Nil SST-02 Return where no taxable sales are 

made.

 Notification of changes company details to the respective 

Internal Taxes Division, RMCD stations (e.g., changes to 

company name and registered address).

 Updates which can be performed on the MySST portal for 

certain particulars, such as trading name, business 

correspondence address, and adding additional taxable 

goods.

5. Registered 

Manufacturer put 

under Liquidation / 

Receivership

Detailed guidelines were provided for registered manufacturers

put under liquidation or receivership.

6. Frequently Asked 

Questions

Queries on sales tax registration arising from the recent SST

scope expansion were addressed, and clarification was

provided that a Licensed Manufacturing Warehouse (LMW) is

not required to be sales tax registered.

Commentary

 The issuance of the Sales Tax Registration Guide serves as a necessary and timely update, given 

that the previous guide was issued in time for the reintroduction of SST back in September 2018.

 As it has been more than seven (7) years since the reintroduction of SST, this updated guide has 

been drafted to reflect a more mature SST environment, with RMCD drawing direct references to 

the sales tax legislation and highlighting practical compliance issues as well as administrative 

requirements.
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Our Recommendations:

Disclaimer: This article provides general information only and does not constitute tax advice. Professional advice should be sought for 

specific circumstances.

1. Review Conditions of the Tax Policies

 Carefully review the conditions outlined in the tax policies to ensure full compliance before 

implementing any exemption.

2. Adhere to the Transitional Provisions:

 Ensure that the transitional provisions are met for accurate service tax reporting.

3. Maintain Proper Records:

 Ensure all relevant documents are available to support the relevant tax positions adopted.

 Keep all relevant documents organised and accessible to substantiate the exemption claimed 

by the business in the event of an RMCD audit.

4. Seek Professional Advice:

 When in doubt, you may consult your usual indirect tax contact at BDO to assist with 

compliance and mitigate potential risks.

CHAN KWAN YEE

Executive Director, Tax

BDO Malaysia

E: chanky@bdo.my

DAVID LAI

Head of Tax Advisory

BDO Malaysia

E: davidlai@bdo.my

NUR HIDAYAH

BINTI AZIZ
Director, Tax

BDO Malaysia

E: nurhidayah@bdo.my

WONG JEN SHAUN

Associate Director, Tax

BDO Malaysia

E: wongjs@bdo.my



For further information, we welcome you to speak to any of our tax specialists below:

BEH TOK KOAY
Senior Advisor

tkbeh@bdo.my

DAVID LAI
Executive Director  

davidlai@bdo.my

ON BEE YEE
Executive Director  

onby@bdo.my

YAP MEI SEI
Executive Director  

yapms@bdo.my

LEE BOON HOOI
Executive Director  

leebh@bdo.my

SOH PIN TAU
Executive Director  

sohpt@bdo.my

CHRISTOPHER LOW
Executive Director  

chrislow@bdo.my

WOON YOKE LEE
Executive Director  

woonyl@bdo.my

This publication has been carefully prepared, but it has been written in general terms and should be seen as containing broad statements 

only. This publication should not be used or relied upon to cover specific situations and you should not act, or refrain from acting, upon

the information contained in this publication without obtaining specific professional advice. Please contact BDO Tax Services Sdn Bhd  to 

discuss these matters in the context of your particular circumstances. BDO Tax Services Sdn Bhd, its partners, employees and agents do 

not accept or assume any responsibility or duty of care in respect  of any use of or reliance on this publication and will deny any liability 

for any loss arising from any action taken or not taken or decision made by anyone in reliance on this publication or any part of it. Any use 

of this publication or reliance on it for any purpose or in any context is therefore at your own risk, without any right of recourse against 

BDO Tax Services Sdn Bhd or any of its partners, employees or agents.

BDO Tax Services Sdn Bhd (198401002347 (114863-K)), a Malaysian Limited Liability Company, is a member of BDO International 

Limited, a UK company limited by guarantee, and forms part of the  international BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.

Copyright © March 2026. BDO Tax Services Sdn Bhd. All rights reserved. Published in Malaysia.
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KOO KIAN MING
Executive Director 

kookm@bdo.my

TAN CHIN TECK
Executive Director  

tanct@bdo.my

YEAP LAY SUAT
Executive Director  

yeapls@bdo.my

YONG MEE THING
Executive Director  

yongmt@bdo.my

CHAN KWAN YEE
Executive Director

chanky@bdo.my

JOE KHOO SING KIM
Executive Director  

khoosk@bdo.my

MIDORI ASO
Executive Director

midori@bdo.my

LEE HUI SAN
Executive Director

leehs@bdo.my

T:+603 2616 2888

E: bdo@bdo.my  

Kuala Lumpur
Level 8,

BDO@Menara CenTARa

360 Jalan Tuanku Abdul Rahman 

50100 Kuala Lumpur, Malaysia

BDO in Malaysia’s Contacts

T:+604 222 0288

E: bdopg@bdo.my  

Penang
51-21-F,

Menara BHL

Jalan Sultan Ahmad Shah

10050, Penang Malaysia

Johor Bahru
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T:+607 331 9815
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