[bookmark: _GoBack]Co-operation under Malaysian Association of Tax Accountants (MATA) has been appointed by the National Co-operative Organization of Malaysia (ANGKASA) to propose for a discussion with the Royal Malaysian Customs in regards with input tax claim for an exempt supply organization. 
The National Co-operative Organization of Malaysia (ANGKASA) is recognized by the government as the body representing the Malaysian Co-operative movement in the national and international level. It strives to protect the interests of the co-operative movement in this country. However, it is not involved in regulatory and enforcement in relation to co-operative.
Meanwhile credit co-operatives obtain loan and salary deduction services from ANGKASA. ANGKASA will charge GST at standard rate on the fees of the services rendered.
However, inputs used for making supplies made in certain prescribed circumstances such as supplies made by banks and other financial institutions which provide loans or financing to businesses are allowed to use Fixed Input Tax Recovery (FITR) method to claim the GST incurred on their business input. 
FITR is a method where a financial institution such as commercial bank, investment bank, Islamic bank, development financial institutions and any other approved institution established under any Act of Parliament or State Ordinance is entitled to recover input tax based on a specific rate in percentage determined by the Minister. 

This letter is intended to seek clarification of the Royal Malaysian Customs Department on GST treatment for:

1. The entitlement to claim input tax of co-operatives under ANGKASA as supplies made is an exempt supply and input tax is not claimable. Apart from this, there are other inputs incurred which are directly attributable to taxable supplies.
Current situation is as follows:
	Income
	GST Impact
	Input tax

	Salary deduction service
	Exempt supply
	Non- claimable

	Loan
	Exempt supply
	Non- claimable


    
              However, banks and other financial institutions which provide loans or financing to businesses           are allowed to use Fixed Input Tax Recovery (FITR) method to claim the GST incurred on their business input. Therefore, can ANGKASA be likened to this situation as well, and claim at a fix rate of input tax?



    To address the issue raised earlier:-
i. As stated in the Guide on Co-operatives (Dated 14 Nov 2014), the fee of the service provided by ANGKASA which is managing the salary deduction service with the employer through the deduction from the member’s salary and forward the deduction to the co-operative is subject to GST at standard rate, since the fee charged is in return (consideration) for the services given by ANGKASA. 
ii. Therefore, this paper has been prepared to illustrate and propose the GST treatment on co-operatives input tax claimable status, according the GST Act 2014 and available guides as published by the RMCD.

