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Complying with the
Anti-Profiteering Act

Protecting consumers from traders who seek to profit excessively from GST

BY ESTHER LEE

he government’s commitment
to protect consumers from
unscrupulous traders during
the implementation of the
Goods and Services Tax (GST)
isexpressed in the form of the
Price Control and Anti-Profiteering Act
(Amendment) 2014.

The Act gives the Ministry of Do-
mestic Trade, Cooperatives and Con-
sumerism (MDTCC) power to take ac-
tion against businesses deemed to have
made excessive profits from the imple-
mentation of GST,via an 18-month mon-
itoring mechanism that began onJan 1.

This should provide consumers some
comfort, but the same cannot be said
about businesses that find it difficult to
comply with the Act. Tax consultants
say the Act is right and good as it will
serve as a price control mechanism
during the introduction of the new tax
while assuring consumers that prices
will remain reasonable.

“The Anti-Profiteering Actisa good
move. It is transparent and people will
know how excessive profits are meas-
ured. Therefore, it should be able to
stabilise prices for a reasonable time.
1f there wasn’t such an Act, we could
potentially end up with soaring infla-
tion rates, like the countries that did
not have proper legislation to monitor
profiteering practices at the time of
GST implementation,” says Pricewa-
terhouseCoopers Taxation Services Sdn
Bhd executive director Raja Kumaran.

The law essentially forbids any
increment in the net profit mar-
gin of goods and services between
Jan 1 this year and June 30,2016. Busi-
nesses found to have higher net profit
margins during this period could be
investigated.

The Royal Malaysian Customs De-
partment’s director of GST Datuk Sub-
romaniam Tholasy says the department
will work closely with the MDTCC to
‘crack down on unscrupulous traders.

Unfortunately for traders, the law
does not take into account practical
aspects such as a sudden shift in de-
mand and supply,which usually affects
profit margin.Nevertheless, tax consult-
ants say there is room for businesses
to justify an increase in margins, for
instance,if they have a valid reason for
increasing prices,which can raise net
profit margins.

“Sayyour net margin moves signifi-
cantly.If there is an underlying reason
for it to move, say, from significant op-
erating efficiencies, they can still justify
the increase in net profit margin.That
does not mean businesses have profi-
teered because they are able to justify
[the increase] in otherways,” says PwC
senior consultant Tim Simpson.

“Essentially, what the Anti-Profi-
teering legislation is designed to do
is make it an offence for business-
es not to pass on savings from GST
and the transition from the current
sales and service tax systems,” he adds.
Thus, businesses need to keep records
of anything that could help them jus-
tify an increase in margins.

The main grouse businesses have
is the requirement for product infor-
mation to be kept at the stock keeping
units (SKU) level in order to prove that

Large retail outlets,

such as Giant or Tesco,
carry thousands of items
... the main grouse such
businesses have is the
requirement for product
information to be kept at
the stock keeping units
level in order to prove that
they are not profiteering

they are not profiteering.

“The key challenges we hear regard-
ing the Anti-Profiteering Act is that
businesses have to look at things at the
SKU level. But currently, a lot of busi-
nesses do not maintain records that
take operating cost right down to the
SKU level,” says Simpson.

“Businesses often ask us: ‘Howdo I
come up with a methodology to bring
that operating cost down to SKU lev-
el? Will I be penalised for the choice
of method that I use? So, these are the
worries that we are hearing now, espe-
cially from those that have thousands
of SKU”

EY Malaysia tax partner and indirect
tax leader Bernard Yap says challeng-
es can come from having to deal with
the compliance requirements of GST as
well as those of the Anti-Profiteering
Act concurrently.

“If you are one of the large retail
outlets,such as Giant or Tesco,you have
thousands of items in your supermar-
ket. How are you going to do a margin
calculation for all your items by April
17 Here we are trying to get ready for
GST, but the law also wants us to do this
[ensure that excessive profits are not
made in the pricing of goods],” he says.

PwC’s Raja says the Act will be even
more difficult for the services sector to
comply with because these services,
which are also subject to GST, are dif-
ferent from one to another.

“The formula in the Act [for calculat-
ing excessive profit] is skewed towards
tangible goods. The focus of the Price
Control and Anti-Profiteering Act is
very much towards basic necessities,”
says Yap.

“The ultimate intention of the gov-
ernment is to ensure that consumers
don’t suffer because of GST. So, if the
MDTCC gets it right for this group, such
as food and transport, then Malaysians
will be happy. We can't fault the min-
istry for not focusing on services as
the focus is on controlling the prices
of basic necessities.”

Nevertheless, this has left the ser-
vices sector in limbo, says Yap, as it
does not have much guidance on how
to comply with the Act.

Businesses aside, consumers may
have a reason to cheer come April 1. Ac-
cording to Subromaniam,a simulation
conducted by the Customs Department
shows that more than 500 categories of
items will see a reduction in prices due
to the implementation of GST.

“Consumers are worried that
everything will go up 6%. Let me as-
sure you this is not the case. You will be
pleasantly surprised,” he says.

“For the first time in Malaysian
history,we have the Price Control and
Anti-Profiteering Act. You will see the
benefits ...where the net profit margins
will be capped,” he adds. E|
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Malaysia GST
Reporter Online

Stay Up-To-Date with Current, In-Depth GST Law

The Malaysia GST Reporter Online is a powerful online resource providing readers
with an understanding of critical governance requirements and enables businesses
to eliminate non-compliance risk and tax avoidance penalties. This product provides
comprehensive commentary on the operation, law and practice of GST, including
interpretation of legislation, RMCD rulings/guidelines and relevant case law.

The Malaysia GST Reporter Online is a must have, one-source GST reference solution
to be an effective GST practitioner.

Benefits:

v Expert analysis: Provides explanations on the technical and administrative
aspects of GST with examples, tips and best practices.
Comprehensive: Highly-detailed commentaries cover every aspect of GST
concisely and clearly.
Hands-on guidance: Offers suggested solutions to GST issues and challenges,
with practical examples to aid understanding.
Timely updates: Serves as a fast and accurate tool to stay up-to-date with the

latest GST changes, including news, important rulings, cases and best industry
practices.

Special
Promotion!

Subscribe now and get a complimentary copy of the “Malaysia
Master Tax Guide 2015, 32nd Edition” (worth RM238.00).

Promotion is valid until 30 April 2015. Terms and conditions apply.

For more details and FREE trial, please call 1.800.181.151
or email mktg@cch.com.my.
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