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In this present age, business cannot avoid but to rely on digital
services to reach out to their customers and suppliers in order to
operate or enhance their business functions. The reliance on digital
services to conducting a business is accelerated particularly so with
the Movement Control Order (MCO) being implemented in Malaysia
which limits the ability of businesses to continue doing business, the
‘traditional’ way. Some of the most common digital services relied on
by businesses would include software applications, digital advertising,
payment gateways and cloud storage, which are generally dominated
by foreign service providers such as Google, Microsoft and Facebook.

Such digital services would obviously involve payments for the use of
such digital services to the service providers and therefore, you have
to be aware of the tax implications behind the use of digital service,
namely:

1. Withholding tax under the Income Tax Act 1967; and
2. Digital service tax or imported services tax under the Service Tax
Act 2018.

This series of short articles intend to provide some general guidance
on the tax implications of payments for such services to service
providers who are not residing in Malaysia.
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You also need to take note that in some cases, both service tax and withholding tax can apply on the same
service, as per the illustration as below:-

Payment Made To Non-
Malaysian Resident

Business

SERVICE TAX
(effective from
01.09.2018)
I : 1
_ (" Imported Taxable — -
Royalties Services Services [()Igrﬂalt'ser:lces
; effective from
(Sec 109) (Sec 109B) (effective from
X 01.01.2019) 01 -0|1 -2020)
| I 1
. . . Recipient liable to .
. . . subject to withholdin: Foreign
subject to withholding tax tax énly if the servicegs ac;‘::dgligg foay Registered Non-FRP
regardless of where the rights were rendered in RMC Person (FRP).
are seated. Malaysia. - |
FRP liable to

account and pay Recipient liable to

6% servuce tax ac(_:ount and pay
to RMC service tax to RMC

Our dedicated team of professionals has experience in various disciplines to respond effectively and
efficiently to our clients’ individual requirements. This professional capability allows us to advise and plan
strategies critical to our clients’ needs and success within the challenges of the present business
environment.

Our service includes a total approach to our clients’ problems and needs. Using a team approach, our
services are tailored to meet our clients’ individual requirements. We stress on a high degree of competence,
professionalism and commitment among our team members.

We offer the following services with a clear focus on the business issues and regulatory requirements of the
client’s industry:

* Audit and Assurance

* Tax & Transfer Pricing Advisory and Compliance
* Business Advisory %\
* China Belt and Road Desk «A Click Here

* Financial and Transaction Advisory

* Migration Advisory

* Offshore Advisory

* Risk, Governance and Sustainability Advisory
* Valuation Advisory

to Enquire

Should you have any questions or require any assistance on the above, please do not hesitate to drop us an

email or call us.
This publication contains information in summary form and is therefore intended for general guidance only. No person should rely on the
contents of the aforesaid publication without first obtaining advice from a qualified professional person. ShineWing TY TEOH is not
responsible for the results of any actions taken on the basis of information neither in this publication, nor for any error in or omission from
this publication. ShineWing TY TEOH expressly disclaims all and any liability and responsibility to any person, whether a reader of this
publication or not, in respect of anything, and of the consequences of anything, done or omitted to be done by any such person in reliance,
whether wholly or partially, upon the whole or any part of the contents of this publication.

o Rl


https://www.shinewingtyteoh.com/contact/#enquiry
https://www.shinewingtyteoh.com/contact/#enquiry

| Shineing TYTE SH | fkepso
HY ShineWing TY TEOH A4 B K -h ATt ?

ShineWing TY TEOH is a leading regional chartered accountants, tax, transfer pricing, valuation and consulting group with
office presences in Malaysia to provide a diverse spectrum of business solutions and consulting services to public listed
companies, Fortune 500 companies, multi-national corporations, local small and medium companies representing a cross

section of major industries.
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Registered Auditor of Public Company Accounting Oversight Board (PCAOB), USA
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Approved Auditor of Labuan Financial Services Authority (Labuan FSA), Malaysia
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Member firm of ShineWing Member firm of Praxity - The

International - Top 20 world’s largest alliance of
fEkPFe international accounting network ) PRAXITY independent accounting firms.
Shine?Oing and association. o Buiness Gloely _
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WWW.praxity.com
www.shinewinginternational.com

HAT WE OFFER &AIKIE RS

Audit & Assurance - BPO & Business Advisory - China Desk -+ Digital Transformation and Data
Analytic Family Office & Private Client Services Financial & Transaction Advisory Market Entry
Advisory Migration Advisory Myanmar Desk -~ Offshore Advisory Risk & Governance Advisory

Singapore Desk - Tax Advisory - Transfer Pricing Advisory - Valuation Advisory
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Audit | Tax | Advisory | Transfer Pricing | Valuation

+603 780 55022 +607 595 2299 +604 371 3419/ +604 371 3318
+6087 599 328 +606 952 0205 +605 688 5112
+605 546 3388

i Tf? il A’ﬁl@%l



https://www.linkedin.com/company/shinewingtyteoh/
https://www.linkedin.com/company/shinewingtyteoh/
https://www.facebook.com/ShineWingTYTeohLLP/
https://www.facebook.com/ShineWingTYTeohLLP/
https://twitter.com/ShineWingTYTeoh
https://twitter.com/ShineWingTYTeoh
https://www.instagram.com/shinewingtyteoh/
https://www.instagram.com/shinewingtyteoh/
https://www.youtube.com/channel/UC6IEzstNfkjj2_438lkWUYg?view_as=subscriber
https://www.youtube.com/channel/UC6IEzstNfkjj2_438lkWUYg?view_as=subscriber
http://www.shinewingtyteoh.com/
http://www.shinewingtyteoh.com/

