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e-Invoice Guideline released in Malaysia

Following the government's announcement of the
implementation of electronic invoicing next year, the
Inland Revenue Board of Malaysia (“"IRBM") issued the
highly anticipated e-Invoice Guideline (Version 1.0)
("the Guideline") on 21 July 2023.

The Guideline explains the processes and procedures
and provides a structured approach for taxpayers to
implement e-Invoicing, from generation and
transmission, to the storing of e-Invoices in order to
meet compliance obligations.

In particular, the Guideline offers:

» Practical examples of situations which taxpayers
may encounter and indicates how
e-Invoicing requirements are applied under various
business environments;

» Clarification in assessing taxpayer
implementation readiness and compliance;

» Responses to commonly-asked questions and areas
of concern; and

» Clarity on the implementation timeline. Taxpayers
with annual turnover of over RM100 million must
comply with e-Invoicing by 1 June 2024, with all
taxpayers expected to comply by 1 January 2027.

About e-Invoicing

» e-Invoicing enables businesses to

) > A ) Invoice
capture transactional financial data in

The comprehensive e-Invoice
Guideline issued by the
IRBM will facilitate the
digital transformation of
Malaysia’s e-infrastructure
and align our progress with
international best practices.

The targeted implementation
of e-Invoicing in ten months’
time means businesses need
to prioritize all required
system changes, including
processes and talent
recruitment actions.

Amarjeet Singh
EY Asean Tax Leader

Credit Note

Reduces the value of the
original e-Invoice, to
correct errors and
account for discounts or
returns

Records a
transaction
between a buyer
and supplier

real time (including tax information)
between buyers and suppliers.

» e-Invoicing replaces paper invoices,
electronic versions of paper invoices 1
(e.g., scanned) and other transaction
documents. There are four types of e-
Invoices, which are invoices, credit
notes, debit notes, and refunds.

Types of
e-Invoice

» e-Invoicing has a specified format (i.e.,
JSON, XML) and can be automatically 3 4
processed by relevant systems.

Debit Note Refund
R . . Indicates additional Issued by a
e-Invoicing is a key pivot point for the charges on a supplier to
digital transformation of tax previously issued return monies to
administrations around the world, invoice the buyer

including the IRBM
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Highlights from the e-Invoice Guideline
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Mandatory and optional
fields for e-Invoice
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IRBM's commitment to
data privacy and security

Source: e-Invoice Guideline (version 1.0), Inland Revenue Board of Malaysia
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Who: Transaction types and targeted taxpayers

» e-Invoicing will apply to the following transactions:

1. Proof of income - to record a sale and other transactions, to recognize

taxpayer income.

2. Proof of expense - to record purchases and other spending by taxpayers,
including returns and discounts to correct or subtract from an income

receipt.

Note: This includes the issuance of a “self e-Invoice” documenting expenses under certain
circumstances, e.g., transactions where a foreign service provider does not use Malaysia's MyInvois
System and is not able to issue e-Invoice.

» e-Invoice is applicable for and to:

Transaction types

Type of commercial activity

Entity types

» Business-to-business
(“BZB”)

» Business-to-consumer
(“BZC”)

» Business-to-
government (“B2G")

Taxpayers carrying out
commercial activitiesin
Malaysia, such as:

» the provision of goods and
services.

» certain non-business
transactions between
individuals*.

» certain B2C transactions
where the end consumer
does not require an
e-Invoice*. However, while
suppliers may continue to
issue the typical receipt or
invoice for day-to-day
transactions, these would
have to be aggregated
after a specified duration,
for the supplier to issue a
consolidated e-Invoice.

*Further details are expected to
be released in due course

All individuals and legal
entities, namely:

Associations

Body of persons
Branches

Business trusts
Co-operative societies
Corporations

Representative offices
and regional offices

Limited liability
partnerships
Partnerships
Property trust funds
Property trusts

Vv Vvy Vv VvyVvYyy

v

vV vyyYyy

Real estate investment
trusts ("REITs™)

Trust bodies

v

Unit trusts

v

Considerations

» What constitutes ‘other transactions’ for which an e-Invoice is required?
For example, would dividend income, interest income, returns on unit trusts, and REITs fall
within the scope of e-Invoice, even though historically no invoices would have been issued for

such transactions?

» For the self issuance of invoices for transactions involving foreign counterparties, how would
the data be used by IRBM in assessing other tax compliance areas, e.qg., withholding tax

payments?
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When: Implementation timeline and thresholds

e-Invoicing will be implemented in phases to ensure sufficient time is provided
for business adoption, based on the annual turnover or revenue for the
financial year (FY) ended 2022.

1 June
2024

1 January
2025

1 January
2026

1 January
2027

Taxpayers with an
annual turnover or

revenue of
more than
RM100 million

Taxpayers with
audited financial

statements
(“AFS")

Based on annual
turnover or
revenue stated in
the AFS for FY
2022

Taxpayers with an
annual turnover or

revenue of
more than

RM50 million and up
to RM100 million

Taxpayers without
AFS

Based on annual
revenue reported in
the tax return for
the year of
assessment 2022

Taxpayers with an
annual turnover or

revenue of
more than

RM25 million and up
to RM50 million

Taxpayers with a

change of accounting
year-end for FY 2022

Turnover or revenue
will be pro-ratedto a
12-month period, to
determine the
implementation date

Notes

1. Taxpayers may volunteer to implement e-Invoice at an earlier date,
regardless of annual turnover or revenue.

2. The obligation to implement e-Invoice would be independent of the
turnover or revenue amountsin the following FY.

All taxpayers and
certain non-business
transactions
(Includes businesses
commencing in 2023)

Consideration

» If a taxpayer opts
for early
implementation, is
there a need to
inform the IRBM?

The e-Invoice system will increase data transparency and improve business
efficacy and speed when submitting financial data for year-end reporting.

With the real-time scrutiny of transactions, businesses must ensure the
accuracy of their data collation. Any errors or omissions can lead to further
queries and justifications, which will result in additional time and
unintended delays, and consequences.

Over the medium term, e-Invoicing will allow businesses to derive deeper
insights into their financial data to improve their business decisions.

Farah Rosley

Malaysia Tax Managing Partner,
Ernst & Young Tax Consultants Sdn. Bhd.
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How: The e-Invoice model and transmission mechanisms
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» |IRBM will adopt the

Continuous Transaction
Control ("CTC") model in
the implementation of

e-Invoicing.

» Under the CTC model, the
e-Invoice is validated in
real-time (or near real-
time).

Issuance of an e-Invoice

Storage of the

e-lnvoice in Validation of
Mylnvois the e-Invoice
Portal Overview of e-Invoice

workflow
(CTC model)

» The e-Invoice workflow
illustrating the generation,

transmission and o Notification
recordkeeping of an Rejection or of the
e-Invoice is depicted in the cancellation of validated
diagram on the right. the e-Invoice e-Invoice
Further explanation of the Sharing of e-Invoice
workflow is provided in the
chart below:
Step 1 Step 2 Step 3 Step 4 Step 5 Step 6
o ® ® ® ® ®
At the point of IRBM performs | IRBM willinform | Upon validation, | Upon the issuance of Supplier and
sale or when the real-time the supplier and the supplier will e-Invoice and within 72 hours buyer may
transaction is validation, buyer once the share the cleared | from the time of validation via | obtaina
made, the ensuring the e-Invoice has e-Invoice the Mylnvois Portal or API, summary of
supplier creates compliance been validated (embedded with a | the following options are the e-Invoice

and shares the
e-Invoice with
the IRBM for
validation via
the:

» Mylnvois
Portal (hosted
by IRBM); and

» Application
Programming
Interface
("API")
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with necessary
standards and
criteria.

via MyInvois
Portal or API.

QR code) with the
buyer.

The QR code is to
validate the
existence and
status of the
e-Invoice, via
IRBM's official
portal.

available:

» Buyer to request rejection
of the e-Invoice

» Supplier to perform
cancellation of e-Invoice

The above must be

accompanied by justifications.

If the e-Invoice is not rejected
or cancelled within 72 hours,
the cleared e-Invoice is
automatically accepted.

Once accepted, any
subsequent adjustments are
made through the issuance of
a new e-Invoice (e.qg., credit
note, debit note or refund
e-Invoice).

transactions
via Mylnvois
Portal.
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How: The e-Invoice model and transmission mechanisms (cont'd)
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e-Invoice transmission mechanisms under the CTC model:

>

IRBM will develop two distinct e-Invoice transmission mechanisms to
facilitate transition of businesses to the e-Invoice regime.

Based on the capabilities of their respective information technology (“IT")
systems, specific needs and business requirements, businesses may select
the mechanism more suited for them to transmit the e-Invoice to IRBM.

Key features and considerations are summarized below:

Mylnvois Portal API
Key features » Contains all functionalities required » Enables transmission of
by businessesto perform e-Invoice e-Invoices directly to IRBM.
functions, e.qg., generate, submit,
view, cancel or reject an e-Invoice. » Conveniently transmit

voluminous transactions.
» Allows the individual or batch
generation of e-Invoices.

Considerations » Accessible to all businesses. » Requires substantial upfront
investment in technology and/or
» Suitable for: adjustments to existing systems.
» Micro, small and medium-sized
enterprises (“MSMEs"). » API connection may be made
» Businessesrequired to issue directly to IRBM or through
e-Invoice but unable to use their intermediary technology
existing systems. providers.
» When API connection is not
available. » ldeal for businesses with

voluminous transactions.
» May not be efficient for voluminous
transactions.

e-Invoice For Mylnvois Portal mechanism, refer to | For APl mechanism, refer to
workflow diagram | Figure 1. Figure 2.
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How: e-Invoice model and transmission mechanisms (cont'd)

_>

Figure 1: e-Invoice workflow via Mylnvois Portal

. . ) Validation Notification
Issuance (Invoice/Debit/Credit/Refund) /

3
R @ o Cancellation via IRBM MyInvois Portal e Request for Rejection

Notification

»
»

7 Cancellation Notification

Supplier 2 Return cleared invoice
o | 8
Invoice e Reporting and Dashboards R g;? Storing %
Sharing > IRBM IRBM
© Request for Rejection Cloud Database
A 4
9 Reporting and Dashboards 3 Validation Notification
-
L~ 6 Request for Rejection
Buyer ) Notification

7 Cancellation Notification

—> Invoice Flow «ereses » Notification Flow D Supplier D Buyer IRBM

Figure 2: e-Invoice workflow via APl mechanism

@ !ssuance (Invoice/Debit/Credit/Refund) / 3 Validation Notification
Cancellation via API (direct/technology provider) 6 Request for Rejection
@ > Notification
Supplier 2 Return cleared invoice 7 Cancellation Notification
A
(4 2
Invoice 9 Reporting and Dashboards . g;? Storing %
Sharing IRBM IRBM
e Request for Rejection Cloud Database
A 4
R © Reporting and Dashboards 3 Validation Notification
— ¢ Request for Rejection
Buyer Notification
7 Cancellation Notification
—> Invoice Flow «xesee: » Notification Flow D Supplier D Buyer IRBM

Page 7 e-Invoice Guideline: Navigating the future of tax digitalization



l What: Mandatory and optional fields for e-Invoice

The detailed 53 fields required for e-Invoice, as described
under Appendix 1 of the Guideline, are as follows:

» 40 mandatory fields (some of which are only mandatory

under certain circumstances); and

May not
historically be
required for the

. . issuance of
» 13 optlonal fields. typical receipts/
invoices
Mandatory fields
1 e-Invoice Version 21 Business Activity Description (based on MSIC code)
2 e-Invoice Type 22 IRBM Unigue e-Invoice Identifier Number
3 e-Invoice Purpose 23 e-Invoice Code / Number
4 Supplier's Tax Identification Number (“TIN") 24 Original e-Invoice Reference Number (where
applicable)
5 Buyer's TIN 25 e-Invoice Date
6 Supplier's Registration / Identification Number / 26 Date and Time of Validation
Passport Number
Buyer's Registration / Identification Number / Invoice Currency Code
7 27
Passport Number
8 Supplier's Sales Tax / Service Tax (“SST") 8 Currency exchange rate (where applicable)
Registration Number (Mandatory for SST registrant
Buyer’'s SST Registration Number (Mandatory for Product Tariff Code / Service Category for goods /
9 ; 29 - -
SST registrant) services from SST perspective
Supplier's Tourism Tax Registration Number Description of Product / Service
10 . - 30
(Mandatory for tourism tax registrant)
11 | Supplier's Name 31 Unit Price
12 | Buyer's Name 32 Tax Type (e.qg., SST or withholding tax)
13 | Supplier's Address 33 Tax Rate
14 | Buyer's Address 34 Tax Amount
15 Supplier's E-mail 35 Details of Tax Exemption (if tax exemption is
applicable)
16 Buyer's E-mail 36 Amount Exempted from Tax for SST purposes (if tax
exemptionis applicable)
17 | Supplier's Website 37 Subtotal
18 | Supplier's Contact Number 38 Total Excluding Tax
19 | Buyer's Contact Number 39 Total Including Tax
20 Supplier's Malaysia Standard Industrial 40 Supplier’s Digital Signature
Classification (MSIC) Code
Optional fields
1 Frequency of Billing 8 Supplier's Bank Account Number
2 Billing Period 9 Payment Terms
3 Quantity 10 Payment amount
4 Measurement 11 Payment date
5 Discount Rate 12 Payment Reference Number
6 Discount Amount 13 Bill Reference Number
7 Payment Mode
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' What: Mandatory and optional fields for e-Invoice (cont'd)

The detailed 11 fields required for annexure to an e-Invoice, as
described under Appendix 2 of the Guideline, are as follows:

» 8 mandatory fields (some of which are only mandatory under
certain circumstances); and

» 3 optional fields.

Mandatory fields

Considerations

Applicable to transactions where goods are
shipped to a different recipient and/or address
(i.e. different from the buyer's details)

Applicable to export and import transactions

» Arethese data
fields
standardized
against data

requests by tax

1 Shipping Recipient’'s Name 1 Reference Number of Customs Form No.1 authorities
5
2 Shipping Recipient's Address 2 Free Trade Agreement (FTA) Information globally*
3 Shipping Recipient's TIN 3 Authorisation Number for Certified > DQ companies
Exporter (e.g., ATIGA number) Wlth ‘
international
Shipping Recipient's Registration / Incoterms operations have
4 | Identification Number / Passport 4 to consider data
Number and systems

harmonization?
Optional fields

Applicable to export and import transactions

May not

1 Reference Number of Customs Form No.2

historically be
required for the

2 | Country of Origin

issuance of
typical receipts/

3 | Details of other charges

invoices

Our views

An e-Invoice requires information which is not typically required when issuing
traditional invoices such as:

» Supplier, buyer, shipping recipient’s TIN;

» Supplier's MSIC Code; or
» Product tariff code or service category (applicable for goods or services from

SST perspectives).

Some of these information would need to be obtained from the customer.

These additional fields would require significant changes to businesses data
gathering systems and processes. For example:

» The customer onboarding process would need to be updated to collect
relevant information from customers upfront, to avoid delays in the
issuance of e-Invoices; and

» Businesses that import goods or services would also need to consider
implementing a system that automatically generates a self e-Invoice for

such transactions.
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IRBM's commitment to data privacy and security

Though e-Invoicing involves many data points, the IRBM aims to achieve increased

efficiency as well as time and cost savings through the automation of relevant
processes, seamless data integration and invoice management.

In relation to this, the IRBM remains dedicated to safequarding data privacy and

security, which are relevant for businesses adopting the Mylnvois System developed by

the IRBM.

The IRBM's comprehensive data protection methodologies includes identifying,

assessing, monitoring, and auditing the voluminous amount and types of data it
collects, processes, stores and shares.

» This includes:

» understanding contractual obligations under the law (e.qg., data privacy laws or

specific industry standards);
» enacting technical and organizational data defense controls; and

» monitoring and auditing data defense performance and occurrences through
benchmarking practices.

Areas where taxpayers may Areas where additional guidance will be provided in due

require further clarification
from IRBM

Our views

Further consideration could
be given on whether certain
industries or types of
businesses could initially be
excluded from the e-Invoice
requirements. Exclusions
could be given to highly
requlated industries such as
financial institutions and
insurance services.

The IRBM may also want to
consider the implementation
of a de minimis rule in
relation to certain
exemptions from e-Invoice,
e.g., revenue amounts below
a certain threshold.
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course

The Guideline states specific areas where additional
clarification will be provided in due course. These areas

include the following:

e-Invoice

reguirements for
certain non-business
transactions between

B2C transactions which
do not require an
e-Invoice, but requires
the aggregation of

individual normal receipts after a

taxpayers specified duration
Whether an Guidance for Treatment of
e-Invoice is taxpayers with local and

required for
disbursements
and
reimbursements

implementation
date of
1 January
2027 onwards

international

transactions
requiring
e-Invoices

Software Development Kit (SDK) for API configuration
expected to be issued in Q4 2023

e-Invoice Guideline: Navigating the future of tax digitalization




Where are you in the e-Invoicing journey?

Businesses must immediately start assessing their readiness for e-Invoicing. The
requirement to use e-Invoices will affect the company's operations in three keys

areas: people, data and technology, as well as processes.

To successfully implement e-Invoicing, it is critical to ensure the seamless
integration of these areas.

>

>

| 2

Process

Do the current processes fulfill the
requirements of the IRBM?

Can we optimize, standardize and
automate the processes?

Do the processes ensure high
quality and timely delivery of
data?

What additional processes do we
needto develop e.qg., to collect
additional information from
customers forinclusionin
e-Invoices?

People

» Do we need to educate our
people on e-Invoicing and how
it will impact their day-to-day
activities?

» Do we need to provide
training on the new e-Invoice
technology platform and
processes?

>

Data and technology

Do we have all the data that we
need?

If not, what additional data do we
need and how do we collect this?
Is the data easily accessible?
How are we collecting and
maintaining data?

How are we testing the quality of
data?

» What tools do we use now?
» Is our Enterprise Resource

Planning ("ERP") ready to
produce the necessary data?

» Do we have theright IT

environment to link to the
Mylnvois portal?

What should tax, finance and IT leaders consider when

developing the company's response?

% <
(23
& %
Ko 9
Q [
e-Invoice

Technology

Sustain and
improve systems,
technology and

/Continuous

processes
L impacting
/ ongoing e-Invoicing

monitoring of

_ Implement and e-Invoicing
maintain requirements
Assess and select teclhn0|OgY ’
_ Assess ERP best fit technology solution(s)
Identify key readiness and solution(s)
stakeholders and data quality

assess current
e-Invoicing
footprint
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Strategic business priorities

C-suite considerations

mp Prioritize digital transformation m) Strategize a digital transformation
strategies to include e-Invoice, with a people-centric model that
particularly when assessing and focuses on customers and
selecting the right transmission employees.
model.

» Collaborate with key stakeholders in IT, » Oversee data quality, Fjata . .
tax, and finance, each with clearly governance and data integrity which

! e are critical to ensure consistencies
defined roles and responsibilities. .
and prevent penalties.

» Select the right technology solutions

for data submissions based on ERP » Leveragg analytics tp dssess a!nd
manage increased risks associated

with data submissions and address
complex tax challenges.

systems architecture and focus on
central visibility for local and global
transactions (e.q., decision between
Myinvois Portal and API).

) Prioritize recruitment of information 3 Establish strong data
and communication technologies governance/integrity and monitor
talent, from systems implementation the digital tax administration
to data analytics. mandates through trusted sources.

IT considerations

Ensure that the IT and Security Operations teams are ready to support e-Invoice.

Ensure that the IT landscape, including third party applications, are inventorized
and ready for e-Invoicing.

Review cybersecurity policies and controls incorporating third party data access.

Leverage the Cloud for integration, security and resiliency for integration where
possible.

Ensure that both the Disaster Recovery Plan (“DRP") and Business Continuity
Plans (“BCP") are updated with e-Invoice scenarios.
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