'%IEFING

\ Import Duty and/ or Sales Tax Exemption
! Application for Machinery/ Equipment/ Raw
Materials/ Components
—
e

Tariff Division




2o g e pUoem DY e L

Who Are We

Services Provided

Tariff in MIDA Organisation Structure
Approvals By MIDA

Function of Tariff Section

Types Of Duty / Tax Exemption

Surat Pengesahan MIDA

Customs Duty Exemption Application



-

—

WHO ARE WEA '\ MIDA
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L L The principal Malaysian Government agency
responsible for the promotion of investments
and coordination of industrial development
and selected services sectors in the country
Established in 1967 under Act of Parliament,
1965.
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1st point of contact for investors who
intend to set up projects in the
manufacturing and services sectors in
Malaysia
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SERVICE PROVIDED MIDA
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PROMOTION APPROVAL IMPLEMENTATION
e Data on Industries e Manufacturing License e Project Acceleration and
o Meetings with companies e TJax Incentives Coordination Unit — Post
operating in Malaysia e [Expatriate Posts Invest
o Visits to production facilities o Import Duty and/or
and service providers Sales Tax Exemptions P A @ U
o Visits to potential locations e Representative/Regional s
e Seminars & Webinars (RE/RQ) Office
e Roundtable Meetings e Principal Hub/OHQ

One-0On-One Meetings



MIDA's ORGANISATION STRUCTURE

Planning

* Planning for
industrial
development

* Recommend
policies &
strategies on
industrial
promotion and
development

» Formulation of
strategies,
programmes and
initiatives for
International
Economic
Cooperation

» Undertake
Industrial
Studies

Promotion

Foreign
Direct
Investment
Promotion

Domestic
Direct
Investment
Promotion

Evaluation and Approval of Project

Electrical & Electronic

Machinery & Metal

Building Technology &

Lifestyle

» Transportation

Technology

Chemical & Advanced

Materials

» Food Technology &
Resource Based
Industries

« Life Sciences & Medical

Technology

Manufacturing

................................................................................................................... Investor’s Journey

(Manufacturing License/Tax Incentives/Expatriate Posts

Status Approval)

Oil & Gas,
Maritime &
Logistics Services
Green Technology
Healthcare,
Education &
Hospitality
Business Services
& Regional
Operations
Advanced
Technology and
R&D

Industry
Talent
Management

Services

Implementation

MIDA - Licensing &
State Tariff Incentive
Offices Compliance

Evaluation of
import duty /
sales tax
exemption

Compliance

MIDA

Post
Investment

A |

Handhold
Issues



APPROVALS BY MIDA MIDA

Manufacturing License  Investment Incentives Customs Duty Expatriate Posts
(ML) _ _ Exemptions

foreigners for a period
of 1-5 years

« Require ML if the Paid- :- Tax Incentives i « Machinery & .+ Key posts
up equipment; and Posts that are
Capital/Shareholders’ :+< Matching Grant permanently filled by
Fund is RM2.5 Million ¢ under High Impact i «+ Raw materials & foreigners
and above; or i Fund components
employing 75 or more  : - Training Grant : : » Term posts
full time employees : - R&D Grant Posts that are filled by

+ Exempted from ML —
If below the above
threshold
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FUNCTIONS OF TARIFF DIVISION




Evaluation of
duty/tax
exemption
applications

Prepare Surat
Pengesahan
MIDA (SPM) /
MIDA
Confirmation
Letter

Review and
update
policy on
tariff
matters

Handle
enquiries and

providing inputs
related to tariff

matters

Organize &
participate in
briefing/
dialogue/

awareness
programme
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TYPES OF DUTY / TAX EXEMPTION




MIDA

Duty Exemptions on Machinery & Duty Exemptions on Raw Materials
Equipment & Components




y I B\
SURAT PENGESAHAN MIDA (SPM)

(MIDA Confirmation Letter)

for the purpose of claiming import duty and/or sales tax exemption




INTRODUCTION MIDA

The implementation of the self-declaration mechanism for import duty and/or sales tax exemption on
machinery/equipment/spare parts is provided under the provisions of Customs Duties
(Exemption) Order 2013 effective 2nd May 2014 (later updated to Customs Duties (Exemption)
Order 2017) and under Sales Tax (Persons Exempted From Payment Of Tax) Order 2018
effective 1st October 2018.

Under this mechanism, prior to the importation or purchase a company is required to submit to
Royal Malaysian Customs Department the confirmation letter issued by MIDA and the list
of machinery/equipment/spare parts to be imported or purchased for permission to claim
the exemption. Application for import duty exemption should be manually submitted to the
State Customs Control Station (Industrial Section) whereas for sales tax exemption it has to be
submitted online via https://mysst.customs.gov.my/
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BACKGROUND MIDA
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ligibility

Manufacturer in
Principal Customs
Area (PCA)

Import duty exemption on machinery and
equipment excluding spare parts and
consumables imported or purchased from a
Licensed Manufacturing Warehouse (LMW),
Bonded Warehouse or Free Zone (F2)

|

gz

Customs Duties
(Exemption) Order 2017
under ltem 112

Machinery and equipment must
be new, unused and directly

Sales tax exemption on Machinery,
Equipment and Spare Parts imported or
purchased from a Licensed Manufacturing
Warehouse (LMW), Bonded Warehouse
Or Free Zone (FZ) or a manufacturer
approved by the Director General of
Customs

Sales Tax Act 2018
under Item 55 Schedule
A Sales Tax (Persons
Exempted From
Payment Of Tax) Order
2018

used in the manufacturing
process of the finished

product(s) at the approved

manufacturer’s premise(s)
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COMPANY ENGAGED IN HOTEL BUSINESS

Import duty exemption on equipment or
Customs Duties (Exemption)

machinery imported or purchased from a
Licensed Manufacturing Warehouse (LMW),
Bonded Warehouse or Free Zone

Order 2017 under Item 113

Sales Tax Act 2018 under Machinery and equipment

Company Sales tax exemption on locally manufactured ltem 63 Sales Tax (Persons | must be new, unused and

engage_d in hotel equipment or machinery purchased from a Exempted From Payment Of direcil @]’l ‘n the hotel

DUEEEE T e ML ey Tax) Order 2018 business at the approved
hotel's premise(s)

Sales tax exemption on equipment or Sales Tax Act 2018 under
machinery imported or purchased from a Iltem 64 Sales Tax (Persons
Licensed Manufacturing Warehouse (LMW), Exempted From Payment Of
Bonded Warehouse or Free Zone Tax) Order 2018
15




HAULAGE OPERATOR

Haulage
Operator

Sales tax exemption on
prime movers
(HS 8701.20.91 00)
and/or container trailers
(HS 8716.39.40 00,
8716.39.91 00 and
8716.39.99 00)

Sales Tax
(Persons
Exempted From
Payment Of Tax)
under Item 65
Order 2018

MIDA

The prime mover must be new and unused and used for the purpose
of hauling the container trailer

The container trailer must be new and unused and directly used for
haulage operations

Haulage operator must produce a valid Surat Tawaran Kelulusan
Lesen Kenderaan Perdagangan Kelas Pembawa A bagi Kontena
issued by the Road Transport Department for Peninsular Malaysia or
by the Commercial Vehicle Licensing Board (CVLB) for Sabah and
Sarawak

For replacement of goods, the operator must produce a valid Surat
Pemberitahuan Kelulusan Ubahsyarat Ganti Kenderaan bagi Kelas
Lesen Pembawa A bagi Kontena issued by the Road Transport
Department for Peninsular Malaysia or by CVLB for Sabah and
Sarawak
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PROCEDURE TO CLAIM EXEMPTION FROM CUSTOMS USING SPM LETTER UNDER THE
CUSTOMS DUTIES (EXEMPTION) ORDER 2017 AND/OR SALES TAX (PERSONS EXEMPTED

FROM PAYMENT OF TAX) ORDER 2018

APPLICANT

B

~

View and download MIDA SPM letter via https://investmalaysia.mida.gov.my

For import duty exemption on machinery and equipment, applicant need to
provide complete information on the machinery and equipment to be imported or
purchased in Appendix | sheet downloaded from https://www.customs.gov.my

Submit the following documents manually to the State Customs Control Station
(Industrial Section) to obtain the permission to import or purchase the machinery
and equipment:

+ Company’s covering letter
* MIDA SPM letter
e Appendix |

For sales tax exemption on machinery, equipment and spare parts, application
must be made online via https://mysst.customs.gov.my/

MIDA
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https://investmalaysia.mida.gov.my/
https://investmalaysia.mida.gov.my/
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CONTINUATION

PROCEDURE TO CLAIM EXEMPTION FROM CUSTOMS USING SPM LETTER UNDER THE
CUSTOMS DUTIES (EXEMPTION) ORDER 2017 AND/OR SALES TAX (PERSONS EXEMPTED

FROM PAYMENT OF TAX) ORDER 2018

STATE CUSTOMS
CONTROL STATION

(INDUSTRIAL
SECTION / SST
DIVISION)

Verify the SPM letter issued by MIDA and other company’s documents

via https://investmalaysia.mida.gov.my

Import duty exemption:

» Accept complete Appendix | and supporting documents

* Issuance of permission letter for the importation or purchase of the
machinery and equipment from a Licensed Manufacturing Warehouse
(LMW), Bonded Warehouse or Free Zone

Sales Tax exemption:

* lIssuance of Sijil Di Bawah Perintah Cukai Jualan (Orang Yang
Dikecualikan Daripada Pembayaran Cukai) 2018 for the
importation or purchase of the machinery, equipment and spare parts
from a Licensed Manufacturing Warehouse (LMW), Bonded
Warehouse, Free Zone or a registered manufacturer under the Sales
Tax Act 2018

AppLICANT. N6 Submit the permission letter to the Customs Import/Export and Border
AP SIS Control Branch for the clearance of goods

* Purchase the machinery / equipment / spare parts from a manufacturer

approved by the Director General of Customs

* Notify MIDA and the related State Customs Control Station (Industrial
Section) when a company ceases operation or winds up

MIDA
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CUSTOMS DUTY EXEMPTION

APPLICATION




IMPORT DUTY AND/OR SALES TAX EXEMPTIONS

Import duty and/or sales tax Import duty and/or sales tax
exemption on exemption on
for

e Agriculture Sector (Iron and Steel under HS
» Selected Services Sector Code 72 —7316)

— Research & development (R&D) (Other than HS Code 72 8

— Private higher education institution
— Private higher training institution
— Tourism project




Import Duty and/or Sales Tax Exemption on Machinery/Equipment M| ')A
- Company Engaged in Agriculture & Aquaculture Activities |

AR R [
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Eligibility Exemption Provision Criteria
Import Duty:
Import dutv and/or sales tax Section 14(2), Customs Act [ Machinery and equipment must
Company engaged in port duty . 1967 be new, imported and used
) exemption on machinery and : . -
agriculture and aquaculture equibment excluding spare parts directly in the related activity at
activities j_p_and consum%bl%s P Sales Tax: the approved premise(s) and
Section 35(3), Sales Tax *not available locally
Act 2018
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Import Duty and/or Sales Tax Exemption on Machinery/Equipment

- Company Engaged in Selected Services Sector

Ao T
&\

Eligibility

Company engaged in selected

services sector:

* R&D*

* Private Institute of Higher
Education

* Private Institute of Higher
Education (Sciences, Technical
or Vocational)

« Tourism Project (without

accommodation)

==

Import duty and sales tax
exemption on machinery and
equipment, samples, materials
and components excluding
spare parts and consumables

Import Duty / Excise Duty:
Section 14(2), Customs Act
1967

Sales Tax:
Section 35(3), Sales Tax
Act 2018

Machinery and equipment,
samples, materials and
components must be new
and used directly in the
related activity at the
approved premise(s) and *not
available locally

* For R&D status company, effective 1st July 2022, company need to renew on the R&D status. Application to be made
to ATRD Division, MIDA

MIDA
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Import Duty Exemption on Raw Materials/Components MIDA

- Manufacturer
J.w D ’\_'
g =3 1

Import duty exemption on raw
materials and components imported
or purchased from a Licensed
Manufacturing Warehouse (LMW),
Bonded Warehouse or Free Zone

Directly used in the
Section 14(2), Customs manufacturing activity(s) at

Act 1967 the approved premise(s) and
subject to local availability

Manufacturer in Principal
Customs Area (PCA)

* Effective 25th July 2022, import duty and/or sales tax exemption on iron and steel raw materials/components for
export/Free Zone (FZ)/Licensed Manufacturing Warehouse (LMW) market can be applied to MIDA through Invest Malaysia.
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Sales Tax Exemption on Raw Materials/Components

- Manufacturer

PP
C’_t.\;;“x

=

PCA company in the following
selected industries  which

manufactures finished
products not subjected to
sales tax:

Aerospace / aircraft
industry

Machinery & equipment
industry

Petroleum products used as
raw materials for industries
other than olil refinery
Motorcycle assembly
industry

Sales tax exemption on raw materials
and components imported or
purchased from a Licensed
Manufacturing Warehouse (LMW),
Bonded Warehouse or Free Zone

Sales tax exemption on locally
manufactured raw materials and
components purchased from a
registered manufacturer

Section 35(3),
Sales Tax Act 2018

Directly used in
manufacturing
activity(s) at the
approved premise(s)
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EXEMPTION PERIOD MIDA

> Surat Pengesahan MIDA (SPM) — Valid until 315t December 2023

> Selected Services — 1 year

» Raw Materials & Components are as follows:-

Extension Additional Quantities
[
k-
Starting Date JKIbEIG application < One day after the expiry e« Date application
accepted by MIDA. (For date of previous exemption accepted by MIDA
period of 1 or 2 years). or the date of application

accepted by MIDA,
whichever later. (For
period of 1, 2 or 3 years).
25
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MIDA
CONFIRMATION

LETTER/SURAT
PENGESAHAN
MIDA (SPM)

Manufacturers in PCA .P

. Machinery
. Equipment

|

IMPORT DUTY

EXEMPTION

SALES TAX

Machinery
Equipment
Spare Parts

Hotel Operators

- e

. Machinery
. Equipment

Haulage Operators ’

Prime Movers
Container
Trailers

PROCESS
FLOW

Submit

MIDA Screening
MIDA Accept
Evaluate

Issue
Confirmation

Letter

Company need
to apply for the
exemption from
Customs

IMPORT DUTY
AND/OR
SALES TAX
EXEMPTION
(CDE)

Manufacturers in PCA P

Raw materials/
components

Raw materials/
components for
selected sector

Agriculture Sector @

Selected Services m

. Machinery
. Equipment

B R&D

At

Machinery/Equipment

Sample/Material

Private Higher Learning Institution ﬁ

Machinery/Equipment

o
=1 Private Higher Training Institution M

Machinery/Equipment

m

Tourism Project

Basic Tourist Attraction Equipment

Submit

MIDA Screening
MIDA Accept -
Issue
Acknowledgeme

nt Letter
Evaluate
Committee
Meeting
Decision Letter

MIDA
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MIPA

MIDA CONFIRMATION LETTER/SURAT PENGESAHAN MIDA (SPM) IMPORT DUTY AND/OR SALES TAX EXEMPTION (CDE)
; i . Received and
Submit application Recelved.and. Submit
screen application application screen
O application
— L 2 ¥
Accept Application Accept — Issue
Acknowledgemen
m * t Letter
m Evaluate
Evaluate
O Confirmation Letter Decision
Download Decision ‘ '
& Letter

Decision Letter

v

Apply exemption Download ' I
Decision Letter

from Customs
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Q&A
' SESSION




THANK MIDA

Tariff Section
,O U Malaysian Investment Development Authority (MIDA)
Tel :03 -22673633

Fax :03 -2274 5156
m E-mail :investmalaysia@mida.gov.my
Website :www.mida.gov.my




