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Guidelines For The Transition of Sales Tax Rate Changes

INTRODUCTION

1.1

1.2.

1.3.

1.4.

1.5.

1.6.

Section 8 of the Sales Tax Act 2018 (STA 2018) provides that the sales tax shall

be charged and levied on all taxable goods:

(1) manufactured in Malaysia by a registered manufacturer and sold, used, or
disposed of by the manufacturer; or

(i) imported into Malaysia by any person.

Sales tax shall be charged and levied at the rate prescribed by the Minister of
Finance in accordance with section 10 of the STA 2018.

The sales tax rate imposed on taxable goods shall be at ten percent (10%) on all
goods except those specified in the Sales Tax (Rate of Tax) Order 2025, which are
subject to a rate of 5% or a specific rate.

Under subsection 35(1)(a) of the STA 2018, the Minister may exempt any goods
from the imposition of sales tax as specified in the Sales Tax (Goods Exempted
from Tax) Order 2025.

In the Budget 2025 speech on 18 October 2024, the Minister of Finance proposed
a revision of the sales tax rate for non-essential goods.

This guide is prepared to enhance the understanding of the sales tax treatment
during the transitional period of the new sales tax rate changes.

CHANGES IN SALES TAX RATE

2.1.

2.2.

In line with the revised sales tax rate effective from 1 July 2025, specific goods that
were previously exempted from tax will become taxable goods as provided in the
Sales Tax (Rate of Tax) Order 2025.

In addition, there are changes in the rates of existing taxable goods to new tax rates
as stipulated in the Sales Tax (Rate of Tax) Order 2025.
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3.

SAVING ON CHANGES IN THE SALES TAX RATE

3.1.

3.2.

3.3.

Sales tax shall be imposed at the new rate on the sale of goods manufactured by
the registered manufacturer if the sales invoice is issued on or after the effective
date or when the goods are used or disposed of other than by way of sale, on or
after the effective date.

In the case of imported goods, the new sales tax rate will be imposed when the
goods are released from Customs control by an authorized Customs officer on or
after the effective date of the new tax rate, or in accordance with procedures
prescribed under the Customs Act 1967.

The explanation regarding the imposition of sales tax is as follows:

Situation 1:

Registered manufacturer ABC manufactures taxable goods at a rate of 5% and
issues a sales invoice on 1 June 2025. On 1 July 2025, the tax rate for those goods
changes to 10%. The sales tax rate remains at 5% because the invoice was

issued before the effective date of the new sales tax rate.

1 June 2025 1 July 2025
| | > Sales tax rate

| T >
) remains at 5%
Invoice issued Effective date of

rate change

Situation 2:

Registered manufacturer DEF manufactures taxable goods at a rate of 5% and on
1 July 2025, the tax rate for those goods changes to 10%. Registered manufacturer
DEF issued a sales invoice for the sale of those goods on 1 August 2025.
Therefore, the sales tax rate of 10% shall be imposed on the sale of the goods

because the invoice was issued after the effective date of the new sales tax

rate.
1 July 2025 1 August 2025
| | -~ The sale of goods is
[ [ i subject to the new
Effective date of Sales invoice sales tax rate
rate change issued
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Situation 3:

Registered manufacturer GIH manufactures taxable goods at a rate of 5% and
issued a sales invoice for the sale of those goods on 1 July 2025. On 1 July 2025,
the tax rate for those goods changes to 10%. Therefore, the sales tax rate of 10%
shall be imposed on the sale of the goods because the invoice was issued on

the effective date of the new sales tax rate.

1 July 2025
| » The sale of goods is
subject to the new
Effective date of rate change and sales sales tax rate
invoice issued

Situation 4:

JKL company manufactures goods that are exempted from sales tax and issued an
invoice for the sale of the goods on 30 June 2025. On 1 July 2025, the goods are
subject to a new sales tax rate of 5%. Therefore, the sale of the goods is not subject
to the new sales tax rate because the invoice was issued before the effective
date of the new sales tax rate. JKL company can only impose the new sales
tax rateif it is registered as aregistered manufacturer on or after the effective
date of the new sales tax rate.

30 June 2025 1 July 2025
| . . Sales of goods not
! ! " subject to new sales
Sales invoice issued Effective date of tax rates
rate change

Situation 5:

SYH company manufactures goods that were previously exempted from sales tax
and issues an invoice for the sale of the goods on 5 July 2025. On 1 July 2025, the
goods become subject to a new sales tax rate of 5%. Although the goods are
subject to the new sales tax rate as of 1 July 2025, the company is not required to
charge the new sales tax rate on the goods sold because the company is not a
registered manufacturer in accordance with Section 8 of the STA 2018.

1 July 2025 5 July 2025 The sale of goods is not
[ | subject to the new sales tax

' ' rate because the company is
Effective date of Sales invoice not registered under the STA
rate change issued 2018

\ 4
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Situation 6:
KLM company is a registered manufacturer. The company manufactures two (2)
types of finished goods: taxable finished goods A at a rate of 10%, and finished

goods B which are exempt from tax.

Effective 1 July 2025, manufactured finished goods B will be subject to a new sales
tax rate of 5%. Sales invoices issued on or after 1 July 2025 for finished goods B
must be charged sales tax at the new sales tax rate, as the company is an existing

registered manufacturer.

1 Julv 2025
| - The sale of finished

' " goods B is subject to the
Effective date of rate change and sales new sales tax rate
invoice issued on or after

3.4. Disposal or own used of manufactured goods

3.4.1. Sales tax shall be imposed on all taxable goods manufactured by a

registered manufacturer, including goods intended for disposal or own used.

3.4.2. The disposal or own used of goods manufactured by a registered
manufacturer is subject to the imposition of sales tax at the rate specified in
the Sales Tax (Rate of Tax) Order 2025, effective from the commencement
date of the said order, if the disposal or own used of the goods occurs on or
after the effective date, even if the disposal or own used had been recorded

in the company’s accounts before the said date.

3.4.3. The explanation of the sales tax treatment for disposal or own use is as
follows:
Situation 7:
A registered manufacturer LPV manufactures taxable goods at a rate of 5%
and records the disposal or own used of the taxable goods on 25 May 2025.
On 1 July 2025, the tax rate for those goods changed to 10%, and the actual
disposal or own used occurred on 15 July 2025. Therefore, the disposal or
own use of the goods is subject to the 10% tax rate, as the disposal or own
used happened after the effective date of the order.
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25 May 2025 1 July 2025 15 July 2025
| | | »  The disposal or own

. I I . I use of taxable goods
Disposal or own  Effective date of  Disposal or own is subject to a 10%

use recorded in rate change use of taxable tax rate
the accounts

Situation 8:

Company GBR produces goods that were previously exempt from sales tax.
On 1 July 2025, the tax rate for those goods changed to 5%. GBR applied
for registration and became effective as a registered manufacturer on 1
August 2025. The disposal or own used of the manufactured goods was
recorded on 28 May 2025; however, the goods were disposed of on 7 August
2025. The disposal or own used of the goods is subject to the 5% tax rate,
as the disposal or own used occurred after the effective date of the

order.

28 May 2025 1July 2025 1 August 2025 7 August 2025
| | | i » The disposal or own
use of taxable goods

Disposal or own Effective  Effective date Disposal or is subject to a 5% tax
use recorded in  date of rate as a own use of rate
the company’s change registered taxable goods
accounts manufacturer
Situation 9:

LHG manufacturer produces goods that are exempt from sales tax, and on
1 July 2025, those goods became subject to a 5% tax rate. A record of the
disposal or own used of the manufactured goods was made on 20 July 2025.
LHG manufacturer applies for registration and becomes effective as a
registered manufacturer on 1 August 2025. The disposal or own used of the

goods was carried out on 10 August 2025 and is subject to the 5% tax rate.

1 July 2025 20 July 2025 1 August 2025 1O August 2025
| | I | » The disposal or own
use of taxable goods

Effective  Disposal or own Effective date  Disposal or is subject to a 5% tax
date of rate use recorded in  as a registered own use of rate
change  the company’s  manufacturer taxable
account goods
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Situation 10:

SJF manufacturer produces goods exempt from sales tax, and on 1 July
2025, those goods became subject to a 5% tax rate. A record of the disposal
or own use of the manufactured goods was made on 20 July 2025, and the
disposal or own use of the goods took place on 28 July 2025. SJF's
registration as a registered manufacturer became effective on 1 August
2025. The disposal or own use of the goods on 28 July 2025 is not subject
to the 5% tax rate because SJF is not a registered manufacturer during that

time.

1July 2025 20 July 2025 28 July 2025 1 August 2025
I I ; ! » The disposal or own

. I . I . I _' use of taxable goods
Effective date  Disposal or Disposal or  Effective date asa g not subject to a 5%

of rate own use own use of registered tax rate
change recorded in taxable manufacturer
the company’s goods

account

4. REGISTRATION AS A REGISTERED MANUFACTURER

4.1.

4.2.

4.3.

4.4.

The definition of manufacturing under Section 3 of the Sales Tax Act 2018 is the
conversion by manual or mechanical means of organic or inorganic materials into
a new product by changing the size, shape, composition, nature, or quality of such
materials and includes the assembly of parts into a piece of machine or other
products, but does not include the installation of machinery or equipment for the

purpose of construction.

Any person who carries out manufacturing activities involving taxable goods and
the total sales value of such taxable goods exceeds RM500,000.00 within a 12

months is liable to register under Section 12 of the STA 2018.

The threshold value calculation only takes into account the total sales value of

taxable goods.

However, a manufacturer who manufactures taxable goods and the total sales
value of taxable goods does not reach RM500,000.00 within 12 months may apply
for voluntary registration under Section 14 of the STA 2018.
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4.5.

4.6.

4.7.

A manufacturer who manufactures taxable goods and has reached the threshold
value must apply to become a registered manufacturer not later than the last day

of the following month after the month they became liable to register.

May 2025 1 July 2025 20 July 2025 31 August 2025 1 September 2025
| | | | —
Manufacturing  Effective date Reaching Last date for Registration
exempted new sales tax threshold application for is effective
goods rate change value registration as a  and sales tax
(10%) registered is charged
manufacturer
Situation 11:

The company manufactured exempted goods before 1 July 2025. After the effective
date, the manufactured goods are subject to the new sales tax rate of 5%. On 20
July 2025, the sales of taxable goods by the manufacturer have reached the
threshold of RM500,000.00.

The company applies to be registered as a registered manufacturer on 25 July 2025
and the registration is effective from 1 August 2025. The company shall charge

sales tax on all sales of taxable goods manufactured from 1 August 2025.

May 2025 1 July 2025 20 July 2025 25 July 2025 1 August 2025

| | | | | >

I I I I I v

Manufacturing Effective date Reaching Apply for Registration is
exempted new sales tax threshold registration as  effective and
goods rate change (5%) value a registered sales tax is
manufacturer charged

Registration applications can be made starting on 1 July 2025 via the MySST portal.
Detailed information on registration can be found in the General Guide at the link

https://mysst.customs.gov.myy/.

Manufacturers who have been approved for registration as registered
manufacturers must charge sales tax on all sales of taxable goods from the
effective date of registration as stated in the registration approval letter issued by
RMCD.

All Rights Reserved © 2025 Royal Malaysian Customs Department 10
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4.8. Registered manufacturers must submit SST-02 returns for each taxable period

starting from the first taxable period as stated in the registration approval letter.

4.9. However, any manufacturer carrying out one of the manufacturing operations
specified in the Sales Tax (Exemption From Registration) Order 2018 is exempted

from registration regardless of the total value of sales of taxable goods.

4.10. The list of manufacturing operations exempted from registration in Schedule A,

Sales Tax (Exemption From Registration) Order 2018 is as follows:

(i)  the developing, printing of photograph, production of film slides or any forms
or combination of any those activities.

(i)  engraving, printing, drawing, writing, embossing or any other similar activities
on taxable goods with the description relating to the sports record or other
circumstances under which the taxable goods was donated or awarded.

(i)  the manufacture of ready mixed concrete.

(iv) the preparation of foods or drinks by —

a. any person who provide services under Group B, First Schedule, Service
Tax Regulations 2018 [P.U.(A) 214/2018]; or

b. central kitchen for distribution to its premises which provide services
under Group B, First Schedule, Service Tax Regulations 2018 [P.U.(A)
214/2018].

(v) the preparation of tarred metal, tarred screening, and hot mixed preparations
of bitumen and metal for road construction.

(vi) the production of copies of documents by the copy machine or similar copying
process.

(vii) the repacking of the same bulk goods into smaller packages.

(viii) the repair of second hand or used goods.

(ix) the testing of eyesight, the prescription of suitable lenses and the installation
of such lenses into frames.

(x)  the following operations when performed by a person other than a registered
manufacturer:

a. the varnishing and/or polishing of finished pieces of furniture;
b. the installation of glass tops and/or glass doors to pieces of furniture
otherwise complete.

(xi) the reduction of size and/or changing of the shape without changing the
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nature of such taxable goods.

(xii) the rendering of personal tailoring service but excluding tailoring service
provided by company engaged in the business of manufacturing garments
and other textile articles.

(xiii) printing, sewing or pasting of logo, knitting, crocheting or embroidering on
ready made garments.

(xiv) the colouring of cloth supplied by another person without changing the size
or shape of the said cloth.

(xv) the manufacture of batik fabrics using traditional techniques of manual block
printing, manual screen printing and/or hand drawing or painting and the
articles thereof.

(xvi) a cleaning operation by removing dirt or dust without any further operations.

4.11. Explanations regarding manufacturing operations that are exempt from registration
can be referred to Panduan Pengecualian Daripada Pendaftaran Di Bawah Akta
Cukai Jualan 2018 via the MySST portal.

4.12. Examples of manufacturing operations situations that are exempted from

registration are as follows:

Situation 12:

Company STU imports mangoes in bulk from Thailand. The company then
repackaging the mangoes before selling them to customers. The company is
eligible to be exempt from registration because the activity of repackaging the same
bulk goods into smaller packages is exempted from registration based on operation

(vii) in paragraph 4.10 above.

Situation 13:

Supermarket XYZ imports salmon from Norway, then cuts the salmon into smaller
sizes and sells it directly to customers. The company is eligible to be exempt from
registration because the activity of size reduction is exempted from registration

based on operation (xi) in paragraph 4.10 above.

All Rights Reserved © 2025 Royal Malaysian Customs Department 12
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5.

Situation 14:

WDL Sdn. Bhd. prepares and supplies pastries made in its central kitchen. All the
pastries are delivered to its restaurants, which share the same company
registration number as the central kitchen, for use in food preparation. The activity
of food preparation falls under the definition of manufacturing. However, WDL Sdn.
Bhd. is eligible for exemption from sales tax registration because the preparation
of food or beverages by a central kitchen for distribution to its premises that provide
services under Group B, First Schedule, of the Service Tax Regulations 2018 is
exempted based on the operation (iv)(b) in paragraph 4.10 above.

Situation 15:

AKS Sdn. Bhd. prepares pastries at its central kitchen and supplies them to
restaurants and supermarkets that do not share the same company registration
number as AKS Sdn. Bhd, for use in food preparation. The food preparation
activities fall under the definition of manufacturing. The company is not eligible for
exemption from sales tax registration because it does not meet the central kitchen
operation requirements, as the pastries are sold to restaurants and supermarkets

with different company registration numbers.

IMPORTATION/PURCHASES INVOLVING SALES TAX EXEMPTION UNDER THE
SALES TAX (PERSONS EXEMPTED FROM PAYMENT OF TAX) ORDER 2018 OR
THROUGH SPECIAL SCHEME UNDER SECTION 61A(1)(b) ACJ 2018

5.1. Section 35 of the Sales Tax Act 2018 empowers the Minister to grant sales tax
exemption to any person specified in the Sales Tax (Persons Exempted from
Payment of Tax) Order 2018 (STO(E) 2018) or through a special exemption.

5.2. The Approved Major Exporter Scheme under section 61A(1)(b) of the Sales Tax
Act 2018 exempts manufacturers from the payment of sales tax imposed on raw
materials, packing and packaging materials or components used in the
manufacturing of finished goods that are exempt from sales tax. These finished

goods must be exported or transported to a designated area or special area.
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5.3. Any manufacturer that has been granted sales tax exemption on manufacturing
inputs to be used in the production of finished goods that were exempt from sales
tax, and on 1 July 2025, those finished goods become taxable, the manufacturer
shall pay the sales tax that was previously exempted on the remaining stock of
those manufacturing inputs. The payment of sales tax must be made using Form
SST-ADM or AMES-02.

5.4. However, the Minister of Finance has agreed to grant a sales tax exemption on
manufacturing inputs that were previously exempted, and payment is not required
if the manufacturer has registered and the effective date of registration is not later
than 30 September 2025.

5.5. Examples of the sales tax exemption situation are as follows:

Situation 16:

The company manufactures finished goods that are exempt from sales tax for
export purposes. To produce the finished goods, the company used an exemption
under Item 4, Schedule B, of the STO(E) 2018 to purchase or import raw materials,
components, packing and packaging materials, manufacturing aids, and cleanroom

equipment without sales tax.

Effective 1 July 2025, the finished goods manufactured are subject to a new sales
tax rate of 5%. The company applies to be a registered manufacturer, and the
registration takes effect on 1 August 2025. Therefore, sales tax on the remaining
stock purchased under the sales tax exemption using Item 4, Schedule B, of the
STO(E) 2018 does not need to be paid as the exemption has been granted as

stated in paragraph 5.4.

However, the company must submit an application to cancel the sales tax
exemption certificate under Schedule B, STO(E) 2018 to the controlling station, as

the goods have become taxable and no longer meet the exemption conditions.

A company that has been registered may apply for a sales tax exemption certificate
under Item 1, Schedule C, of the STO(E) 2018 for the purpose of purchasing or
importing raw materials, components, packing and packaging materials,

manufacturing aids, and cleanroom equipment.
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Situation 17:

The company manufactures finished goods that are exempt from sales tax for
export purposes. To produce these finished goods, the company utilizes Item 4,
Schedule B, of the STO(E) 2018 to purchase or import raw materials, components,
packing and packaging materials, manufacturing aids, and cleanroom equipment

without sales tax.

Effective 1 July 2025, the finished goods manufactured are subject to the new sales
tax rate of 5%. The company does not meet the threshold value and chooses not
to be registered under the Sales Tax Act 2018. Therefore, sales tax on the
remaining stock purchased under the sales tax exemption using Iltem 4, Schedule
B, of the STO(E) 2018 must be paid. The company must submit an application to
cancel the sales tax exemption certificate under Schedule B, STO(E) 2018 to the
controlling station, as the goods have become taxable and no longer meet the

exemption conditions.

Situation 18:

The company manufactures finished goods that are exempt from sales tax. To
produce the finished goods, the company uses a special exemption granted by the
Minister to purchase or import manufacturing inputs without sales tax for use in its

manufacturing.

Effective 1 July 2025, the finished goods manufactured are subject to the new sales
tax rate of 5%. The company applies to be a registered manufacturer and the
registration takes effect on 1 August 2025. Therefore, sales tax on the remaining
stock of manufacturing inputs purchased or imported under the special exemption

does not need to be paid.

Situation 19:

The company manufactures finished goods A and B that are exempt from sales tax
for export purposes. To produce these finished goods, the company utilizes Item 4,
Schedule B, of the STO(E) 2018 to purchase or import raw materials, components,
packing and packaging materials, manufacturing aids, and cleanroom equipment

without sales tax.
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Effective 1 July 2025, finished goods A becomes subject to the new sales tax rate
of 5%, while finished goods B remains exempt from sales tax. The company
chooses to register under the Sales Tax Act 2018 as a registered manufacturer
effective on 1 August 2025. Therefore, sales tax on the remaining stock purchased
using the sales tax exemption under Item 4, Schedule B, STO(E) 2018 for the

manufacture of finished goods A does not need to be paid.

The manufacturer is still eligible to use Item 4, Schedule B, of the STO(E) 2018 to
manufacture finished goods B. For the manufacturing of finished goods A, the
manufacturer may apply for a sales tax exemption under Item 1, Schedule C, of the
STO(E) 2018 after the company’s registration as a registered manufacturer

becomes effective.

Situasi 20:

The company manufactures finished goods that are exempt from sales tax for
export purposes. To produce these finished goods, the company utilizes Item 4,
Schedule B, of the STO(E) 2018 to purchase or import raw materials, components,
packing and packaging materials, manufacturing aids, and cleanroom equipment

without sales tax.

Effective 1 July 2025, the finished goods manufactured are subject to the new sales
tax rate of 5%. The company applied to be a registered manufacturer, and the
registration took effect on 1 October 2025. Therefore, the sales tax on remaining
stock purchased using the sales tax exemption under Item 4, Schedule B of the
STO(E) 2018 must be paid, as it exceeds the exemption period stipulated not later

than 30 September 2025, as stated in paragraph 5.4.

The company must submit an application to the controlling station to cancel the
sales tax exemption certificate under Item 4, Schedule B of the same Order, as the

goods have become taxable and no longer meet the exemption conditions.

The company that has registered may apply for a sales tax exemption certificate
under Item 1, Schedule C of the STO(E) 2018 for the purpose of purchasing or
importing raw materials, components, packing and packaging materials,

manufacturing aids, and cleanroom equipment.
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Situation 21:

WFU Sdn Bhd manufactures goods exempted from sales tax and is an approved
manufacturer under the Approved Major Exporter Scheme (AMES), Section 61A of
the Sales Tax Act 2018 for the period from January 2025 to December 2026. To
produce the finished goods, the company imports raw materials and packing and
packaging materials using the facilities provided under the Approved Major

Exporter Scheme.

However, starting from 1 July 2025, the finished goods manufactured are subject
to a new sales tax rate of 5%. The company voluntarily registered under Section
14 of the Sales Tax Act 2018 as a registered manufacturer, and the registration
became effective on 1 August 2025. Therefore, sales tax on the remaining stock
purchased under the scheme’s approval does not need to be paid, as an exemption

has been granted in accordance with paragraph 5.4.

After the company's registration becomes effective, the company may apply sales
tax exemption certificate under item 1, Schedule C, STO(E) 2018 for the purpose
of purchasing or importing raw materials, components, packing and packaging

materials, manufacturing aids, and cleanroom equipment.

The company must submit an application to cancel the AMES approval letter to the
controlling station, as it is no longer fullfil condition under Section 61A(1)(b) of the
Sales Tax Act 2018.

Situation 22:

RST Sdn Bhd manufactures goods exempted from sales tax and is an approved
manufacturer under the Approved Major Exporter Scheme (AMES), Section 61A of
the Sales Tax Act 2018 for the period from January 2025 to December 2026. To
produce the finished goods, the company imports raw materials and packing and
packaging materials using the facilities provided under the Approved Major

Exporter Scheme.

However, starting from 1 July 2025, the finished goods manufactured are subject
to a new sales tax rate of 5%. The company did not meet the threshold value and

has chosen not to register under the Sales Tax Act 2018 as a registered
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manufacturer. Therefore, sales tax on the remaining stock purchased under the

scheme’s approval must be paid using the AMES-02 form.

The company must submit an application to cancel the AMES approval letter to the
controlling station, as it is no longer fullfil condition under Section 61A(1)(b) of the
STA 2018.

Situation 23:

UVW Sdn Bhd manufactures goods exempted from sales and is an approved
manufacturer under the Approved Major Exporter Scheme (AMES), Section 61A of
the Sales Tax Act 2018 for the period from January 2025 to December 2026.

The company manufactures finished goods A and B, which are exempted from
sales tax. To produce finished goods, the company imports raw materials and
packing and packaging materials using the facilities under the Approved Major

Exporter Scheme.

However, starting from 1 July 2025, the manufactured finished goods A is subject
to a new sales tax rate of 5%, whereas finished goods B remains exempted from
sales tax. The company voluntarily registered under Section 14 of the Sales Tax
Act 2018 as a registered manufacturer and the registration became effective on 1
August 2025. Therefore, sales tax on the remaining stock purchased under the
scheme for manufacturing finished goods A does not need to be paid, as an

exemption has been granted in accordance with paragraph 5.4.

Once the company's registration becomes effective, the company may apply for
sales tax exemption certificate under item 1, Schedule C, STO(E) 2018 for the
purpose of purchasing or importing raw materials, components, packing and
packaging materials, manufacturing aids, and cleanroom equipment for the

manufacturing of finished goods A.

The total annual sales value of manufactured goods B still exceeds ten (10) million
ringgit. Therefore, the company may continue to use the approval under this
scheme for the purchase of raw materials, packing and packaging materials, and

components for the manufacturing of finished goods B.
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Situation 24:

ZAB Sdn Bhd manufactures goods exempted from sales tax and is an approved
manufacturer under the Approved Major Exporter Scheme (AMES), Section 61A of
the Sales Tax Act 2018, for the period from January 2025 to December 2026.

The company manufactures finished goods A and B, both of which are exempted
from sales tax. To produce finished goods A and B, the company imports raw
materials and packing and packaging materials using the facilities under the

Approved Major Exporter Scheme.

However, starting from 1 July 2025, finished goods A are subject to a new sales
tax rate of 5%, while finished goods B remain exempted from sales tax. The
company did not meet the threshold value and has chosen not to register as a

registered manufacturer under the Sales Tax Act 2018.

Therefore, the remaining stock purchased under the scheme’s approval may not
be used in the manufacture of finished goods A. The company need to pay sales

tax on the input purchased with exemption using AMES-02.

The total annual sales value of manufactured goods B exceeded ten (10) million
ringgit. Therefore, the company may continue to use the approval under this
scheme for the purchase of raw materials, packing and packaging materials, and

components for the manufacturing of finished goods B.

Situation 25:

AMW Sdn Bhd manufactures goods that are exempted from sales tax and is an
approved manufacturer under the Approved Major Exporter Scheme (AMES),
Section 61A of the Sales Tax Act 2018, for the period from January 2025 to
December 2026.

The company manufactures finished goods E and F, both of which are exempted
from sales tax. To produce finished goods E and F, the company imports raw
materials and packing and packaging materials using the facilities under the
Approved Major Exporter Scheme.
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However, effective 1st July 2025, finished goods E remains not subject to the new
sales tax rate, while finished goods F becomes subject to the new sales tax rate of
5%. The company voluntarily registered under Section 14 of the Sales Tax Act 2018
as a registered manufacturer, with the registration taking effect on 1 August 2025.
Therefore, sales tax on the remaining stock purchased under the scheme for
manufacturing finished goods F does not need to be paid, as an exemption has

been granted in accordance with paragraph 5.4.

Once the company's registration becomes effective, it may apply for sales tax
exemption certificate under item 1, Schedule C, STO(E) 2018 for the purpose of
purchasing or importing raw materials, components, packing and packaging
materials, manufacturing aids, and cleanroom equipment for the manufacturing of

finished goods F.

The total annual sales value of finished goods E was less than ten (10) million
ringgit. Therefore, the company must submit an application to cancel the AMES
approval letter to the controlling station as it is no longer fullfil the condition under
Section 61A(1)(b) of the STA 2018.
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FREQUENTLY ASKED QUESTIONS (FAQ)

1. Q : Whenis the effective date of the new sales tax rate change?
A The new sales tax rate change takes effect on 1 July 2025.
2. Q : Where can I refer to the list of goods affected by the new sales tax
rate change?
A The list of goods affected by the sales tax rate change is as
follows:

i.the rate of 5% and specific rates can be referred to under the
Sales Tax (Rate of Tax) Order 2025.

ii. the exempted goods can be referred to under the Sales Tax
(Goods Exempted from Tax) Order 2025.

If the goods are not listed in either of the above orders, the tax
rate on the goods is subject to 10%. Both orders can be
accessed at the following link https://mysst.customs.gov.my/.

3. Q : How can | determine if my manufacturing activity meets the
definition of manufacturing under the Sales Tax Act 20187

A : Based on Section 3 of the Sales Tax Act 2018, the definition of
manufacturing is the manual or mechanical transformation of
organic or non-organic materials into a new product by altering
the size, shape, composition, nature, or quality of those
materials. It also includes the assembly of parts into machinery
or other products, but does not include the assembly of
machinery or equipment for construction purposes. For further
inquiries, the company can refer to the Internal Tax Division in
the respective state.

4. Q : Amlrequired to register as a registered manufacturer if the finished
exempted goods are manufactured subject to the new sales tax rate
from exempted goods to taxable goods at a rate of 5% or 10%7?

A : Yes, your company is required to be registered under Section
13 of the Sales Tax Act 2018 if the total value of taxable goods
sold exceeds the threshold amount of RM500,000 within a 12

months.
3. Q ' How can | register as a registered manufacturer under the Sales
Tax Act 2018?
A . Registration may be completed online via the MySST system.

Upon successful registration, a notification will be sent to the
email address provided during the registration process.
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6. Q : Isvoluntary registration permitted under the Sales Tax Act 2018?

A : Voluntary registration is permitted under Section 14 of the
Sales Tax Act 2018, provided that you are engaged in the
manufacturing of taxable goods and the total value has not
reached the threshold amount of RM500,000.00.

7. Q : How may | obtain verification as to whether the tariff code of the
imported or manufactured goods is subject to a change in the
applicable sales tax rate?

A : You may obtain confirmation of the tariff code from the
Technical Services Division of the relevant State.

Once the tariff code has been confirmed, you can refer to the
sales tax rate through the Sales Tax Order (Tax Rate) 2025 and
the Sales Tax (Exempted Goods from Tax) Order 2025. The
updated sales tax rate can be found under the Sales Tax (Tax
Rate) Order 2025 on the MySST portal at
https://mysst.customs.gov.my/. If the tariff code for the goods
is not listed in the aforementioned orders, the sales tax rate
applicable to those goods shall be 10%. Any further inquiries,
please refer to the Domestic Tax Division at the relevant State.

8. Q : [Ihave purchased goods from abroad. Although the supplier has not
yet shipped the goods, the invoice was issued prior to the effective
date of the new sales tax rate. The goods are expected to be
imported after the effective date of the new sales tax rate. Will these
goods be subject to the new sales tax rate?

A : Yes, the imported goods will be subject to the applicable new
sales tax rate when they are released from Customs control by
the authorized Customs officer. The importation of goods into
Malaysia must be declared on Customs Form No. 1 (K1). For
taxable goods, the sales tax applicable is paid through the
submission of Form K1.

0. Q : lamanewly registered manufacturer under the Sales Tax Act 2018.
Am | entitled to any sales tax exemptions? What is the process for
applying for a sales tax exemption?

A As aregistered manufacturer, you are eligible to purchase raw
materials, components, packing and packaging materials,
manufacturing aids, and cleanroom equipment exempt from
sales tax. You may apply for a sales tax exemption under the
Sales Tax (Persons Exempted from Payment of Tax) Order
2018, subject to the conditions outlined in the details and the
order itself. Applications for the sales tax exemption certificate
can be  submitted online via the portal at
https://mysst.customs.gov.my/.

The manual for applying for the sales tax exemption certificate
is available for reference at
https://mysst.customs.gov.my/AboutExemption
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10.

I am a manufacturer of goods exempt from sales tax and not
registered under the Sales Tax Act 2018. On the effective date, the
sales tax rate for these finished goods changed from exempt to 5%.
Am | required to impose sales tax on the finished goods I
manufacture when they are sold on or after the effective date of the
new sales tax rate?

Your company is required to register as a registered
manufacturer under Section 13 or 14 of the Sales Tax Act 2018
to charge sales tax on the manufactured goods starting from
the effective date of the registration approval letter.
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INQUIRY

For any inquiries about this guide, please contact:

Internal Tax Division (SST)

Royal Malaysian Customs Department
Level 6, Tower A, Suasana PjH,

Jalan Tun Abdul Razak, Presint 2,
62100 Putrajaya.

FURTHER ASSISTANCE AND INFORMATION ON SST

Further information on SST can be obtained from:
(i) SST website : https://mysst.customs.gov.my

(i)  Customs Call Center

e Hotline : 1-300-888-500
e Telephone : 03-8882 2100 / 2300 /2500
e Email . ccc@customs.gov.my
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