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Introduction of Sales Tax on Low Value
Goods on Online Marketplaces

Introduction

Changes are being made to the Sales Tax Act 2018 (“STA”) in phases to impose sales tax on low value
goods (“LVG”). The changes are effected pursuant to the Sales Tax (Amendment) Act 2022 and the
relevant regulations and orders issued thereunder?! (with provisions effective from 1 January 2023 and
1 April 2023 respectively). This is in line with the announcement made by the Ministry of Finance in
Budget 2022 to ensure a level playing field and fair treatment between taxable goods manufactured in
Malaysia and imported goods, as local manufacturers are already being charged a 5% or 10% sales
tax.

LVG are goods from outside Malaysia which have a sale value of not more than RM500 and are brought
into Malaysia by land, sea or air. Pursuant to the Guide on Sales Tax on Low Value Goods issued by
the Royal Malaysian Customs Department (‘“RMCD”), the LVG tax is mainly intended to implement sales
tax on LVG sold through online marketplaces. Therefore, these changes will heavily impact e-commerce
businesses where LVG are sold through an online marketplace and imported into Malaysia in the
prescribed manner.

Brief Overview of LVG Tax

The STA introduces the following amendments in relation to the LVG tax:

(@) Reqistration Requirement

Effective from 1 January 2023, both foreign and local sellers who sell LVG, and exceed RM500,000 in
their total sales value within 12 months, are required to register under section 13 of the STA as a
Registered Seller.

In particular, the total sales value threshold is triggered at the end of any month where the total sale
value of that month and the eleven preceding months exceeds RM500,000 (i.e. historical method); or
where the total sale value of LVG in that month and eleven months succeeding that month will exceed

1 The regulations and orders include: (i) Sales Tax (Low Value Goods) Regulations 2022; (i) Sales Tax (Total Sale Value of Low
Value Goods) Order 2022; (iii) Sales Tax (Rate of Tax for Low Value Goods) Order 2022; and (iv) Sales Tax (Determination of
Low Value Goods) Order 2022.

© Christopher & Lee Ong | 1 CHRISTOPHER&LEE ONG | Malavysia


https://lom.agc.gov.my/ilims/upload/portal/akta/LOM/EN/Act%20806%20-%20Reprint%20Online%20(1-10-2020).pdf
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RM500,000 (i.e. future method), whichever is earlier. RMCD has also clarified that the 12 month period
is calculated on a rolling basis, as opposed to being based on a fiscal year.

(b) Effective Date of Imposition of Sales Tax on LVG

The effective date of imposition of sales tax on LVG is 1 April 20232,
(c) LVG Tax Rate
The rate of sales tax for LVG to be charged and levied is fixed at 10%.

(d) Calculation of Sales Tax

The sales value used in the calculation of sales tax excludes any tax, duties, transportation and
insurance costs (such as shipping fees) imposed on the imported LVG.

(e) Accounting Basis

The LVG sales tax becomes due and payable at the time when the LVG is sold by the Registered Seller.

Q) Issuance of Invoice

In relation to each transaction, the STA requires a Registered Seller to issue an invoice, or any document
containing prescribed particulars, to the consumer.

() Taxable Period

The Registered Seller will be assigned a taxable period of three months ending on the last day of any
month of any calendar year, for which he is required to account for his tax in his return to be furnished
to the Director General.

Conclusion

In view of the coming into force of the imposition of LVG tax in April 2023, consumers in Malaysia will
likely be required to pay an additional 10% sales tax for any LVG purchased from abroad via an online
marketplace. Sellers in turn, with a total sales value of LVG in 12 months which exceeds RM500,000,
should start applying to be registered as Registered Sellers under the STA.

2 Appointment of Effective Date For Charging and Levying of Sales Tax on Low Value Goods.
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As for online marketplace operators, it is unclear at this juncture whether they will be required to remit
the LVG tax. While this query has been raised during a recent webinar conducted by the RMCD, there
has yet to be any clarification provided by the RMCD on this point. It therefore remains to be seen
whether online marketplace operators will be liable to remit LVG tax, or are under any other obligation
in respect of LVG tax for the sales of LVG carried out on their platforms.

We trust the above provides you with a quick update on the LVG tax. Should you require any assistance
or clarification regarding the above, you may refer to the Guide on LG published by the RMCDS3, reach
out to the RMCD or otherwise please feel free to get in touch with us at your convenience.

3 This draft Guide is published on 1 January 2023 and last updated on 9 January 2023.
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Member firms are independently constituted and regulated in accordance with relevant local legal requirements. Services provided by a
member firm are governed by the terms of engagement between the member firm and the client.

This update is solely intended to provide general information and does not provide any advice or create any relationship, whether legally
binding or otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage

which may result from accessing or relying on this update.
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Christopher & Lee Ong is a full service Malaysian law firm with offices in Kuala Lumpur. It is strategically positioned to service clients in a range of
contentious and non-contentious practice areas. The partners of Christopher & Lee Ong, who are Malaysian-qualified, have accumulated
considerable experience over the years in the Malaysian market. They have a profound understanding of the local business culture and the legal
system and are able to provide clients with an insightful and dynamic brand of legal advice.

Christopher & Lee Ong is part of Rajah & Tann Asia, a network of local law firms in Cambodia, China, Indonesia, Lao PDR, Malaysia, Myanmar, the
Philippines, Singapore, Thailand and Vietnam. Our Asian network also includes regional desks focused on Brunei, Japan and South Asia.

The contents of this Update are owned by Christopher & Lee Ong and subject to copyright protection under the laws of Malaysia and, through
international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly
displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein)
without the prior written permission of Christopher & Lee Ong.

Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course
of action as such information may not suit your specific business or operational requirements. It is to your advantage to seek legal advice for your
specific situation. In this regard, you may call the lawyer you normally deal with in Christopher & Lee Ong.
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