
Following the global outbreak of the Coronavirus Disease 2019 (COVID-19) in 
early 2020, the interim Prime Minister of Malaysia, Tun Dr. Mahathir Mohamad, 
announced, on 27 February 2020, the Economic Stimulus Package 2020 to 
mitigate the economic impact of COVID-19 and reinvigorate economic growth 
in Malaysia. The Package introduces several measures to improve the cashflow 
of affected businesses, stimulate private consumption and accelerate domestic 
investment activities. 

The specific Indirect Tax measures introduced in the Economic Stimulus 
Package are:

1) Exemption of accommodation services from service tax

• To improve cash flow and reduce the costs of businesses affected by 
COVID-19, any operator of accommodation premises (i.e., hotels, inns, 
service apartments, homestays or any other establishments as prescribed 
under Group A, First Schedule of the Service Tax Regulations 2018) is 
exempted from charging service tax on accommodation services and 
any other relevant taxable services under Group A, First Schedule of the 
Service Tax Regulations 2018.

• This exemption will be applicable for the period from 1 March 2020 to 
31 August 2020.
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2) Review of conditions for purchase of duty-free goods by 
persons entering Malaysia

• To improve the sales of duty-free goods by affected 
retail businesses at Malaysian international airports, 
the conditions for the purchase of duty-free goods from 
duty-free shops will be relaxed, as follows:

 −The eligibility period for the purchase of duty-free 
goods by tourists or individuals entering Malaysia will 
be reduced from 72 hours to 48 hours.

 −The threshold value of duty-free goods will be 
increased from RM500 to RM1,000. This only applies 
to items other than goods which are already eligible 
for exemptions under specified limits, such as liquor, 
cigarettes, clothes, shoes, food and personal electrical 
appliances.

• This measure will come into effect from 1 April 2020.

3) Exemption of sales tax and import duty on the 
importation and purchase of equipment and machineries 
for port operators

• To stimulate continuous investment into Malaysia, 
exemption of sales tax and import duty is provided for 
the local acquisition and importation of equipment and 
machineries by port operators, subject to the following 
conditions:

 −Such machineries and equipment are essential and 
used directly in connection with the port operation.

 −The sales tax and import duty exemption is not 
applicable to spare parts and finished goods, including 
those used for maintenance purposes.

• The above exemption is only applicable for applications 
submitted to the Ministry of Finance starting from 
1 April 2020 to 31 March 2023 (i.e., three years).

4) Expansion of value-added activities in Licensed 
Manufacturing Warehouses (LMW) and Free Industrial 
Zones (FIZ) and simplification of the approval process

• The value-added activities conducted within the LMW 
and FIZ will be expanded to include supply-chain 
management, strategic procurement operation and 
total support solutions.

• The approval and facilitation process for LMW and FIZ to 
conduct value-added activities will be standardized and 
approved by the Royal Malaysian Customs Department 
at the state/zone level.

• This measure will come into effect from 1 April 2020.

The full and complete version of the Economic Stimulus 
Package 2020 (along with any periodic updates) can be 
found in the official link of the Ministry of Finance.
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