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Effective 1 January 2026, changes affecting 
rental or leasing services are as follows:-

▪ Service Tax rate reduced from 8% to 6%.

▪ Annual threshold for Micro, Small and 
Medium Enterprises (MSMEs) exempted 
from paying Service Tax increased from 
RM1 million to RM1.5 million.

▪ Newly incorporated MSMEs is given a 
1-year exemption from their registration 
date.

With effect from 1 January 2026, agricultural 
inputs used by Registered Manufacturers are 
exempted. 

�is aims to reduce the cost of essential goods 
for the people. �e exemptions cover the 
following:

▪ Animal feed;

▪ Fertilisers; and 

▪ Pesticides

Sales Tax
(Exemption on Critical Raw Materials)

Service Tax on construction agreements 
signed before 1 July 2025 without a reviewable 
clause will continue to be exempted until 30 
June 2027 (initially until 30 June 2026).

�is provides a total of 2 years of exemption 
for construction agreements signed before 
expansion of SST.

Service Tax
(Group L – Construction Services)

Effective 1 July 2025, an exemption is given for 
construction services related to places of 
worship such as mosques, churches, and 
temples. 

Accordingly, construction of religious buildings 
is not subject to Service Tax.

Service Tax
(Group L – Construction Services)

Service Tax
(Group K – Rental or Leasing Services)
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RSM Tax Consultants (Malaysia) Sdn Bhd is a member of the RSM network and 
trades as RSM. RSM is the trading name used by the members of the RSM network.

Each member of the RSM network is an independent accounting and advisory firm 
each of which practises in its own right. �e RSM network is not itself a separate 
legal entity of any description in any jurisdiction. �e RSM network is administered 
by RSM International Limited, a company registered in England and Wales (company 
number 4040598) whose registered office is at 50 Cannon Street, London, EC4N 
6JJ.

�e brand and trademark RSM and other intellectual property rights used by members 
of the network are owned by RSM International Association, an association governed 
by article 60 et seq of the Civil Code of Switzerland whose seat is in Zug. 

�is article is not intended to provide specific business or investment advice. No 
responsibility for any errors or omissions nor loss occasioned to any person or 
organisation acting or refraining from acting as a result of any material in this 
website can, however, be accepted by the author(s) or RSM International. You 
should take specific independent advice before making any business or investment 
decision.

© 2015-2026 RSM Tax Consultants (Malaysia) Sdn Bhd 199301028967 
(283706-D). All rights reserved.
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