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Is Bad Debt surely
tax deductible?
Here, we’ll teach you

- how.
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What is
Bad
Debt?

Can it
be
Written
Off?

WWW.Eecovis.com.my

Trade debts overdue
|dentified as wholly
irrecoverable

Debt which has been included in
the gross income for the basis
period for a Year of
Assessment (YA) prior to the
relevant YA

Only when all reasonable steps
based on sound consideration
have already be taken to recover
the debt.
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Issuing reminder notices
Debt restructuring scheme

Rescheduling of debt
settlement

Negotiation or arbitration of a
disputed debt

Legal action

Steps Taken to
Recover the Debt
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Steps taken
to recover the @
debt @

If the amount of
the debt and the
anticipated cost
hinders any action

Decision made

3hgﬁ|3£%based to pursue the debt,
There should be cgmmercial the reasons should

- : _ _ be documented.
sufficient evidence considerations.

of all reasonable
steps taken,

including one or = & LB
more of the steps 5 \'1'1;% E’J ﬁn%{'ﬁ?’b e
to recover the :LE--[*\ I Y . FUEA R A 1585 X
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debt.
GIR

SRS A 8o KIRA
FBRI N R
PHILTERAE

MIT—TEZ N
BEGFHTER.

WWW.Eecovis.com.my



&ac-ovy|s

MALAYSIA

Evidence to

Qualify for

Tax Deduction

FF 2R
FAFEYUESR
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The evidence showing the following must also be

made available in the event of a tax audit to qualify for

deduction for tax purposes:

« that each debt has been evaluated separately

* when and by whom this was done

» what specific information used in arriving at that
evaluation
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A debt can be considered as
irrecoverable

WHEN

The debtor has died

The debtor has gone bankrupt or is
under liquidation

The debt is statute-barred

The debtor cannot be tracked despite
various attempts

Attempts at negotiation or arbitration
of a disputed debt have failed and the
anticipated cost of litigation is
prohibitive

There is no likelihood of cost effective
recovery
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Irrecoverable Debts Not Allowed

to Deduct

« Forgiven or waived payment of debt
* Non-trade debts

* Debt due from related or connected person
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Bad Debt
Recoveries

If the amount of bad debts

R E M IEFF R
0 F B9 IR K & B 4%

written-off and allowed to

be deducted is recovered,

eml, s 30 B
ITASENBIA
B,

it must be included in the

gross income for the

basis period when the

amount Is received.
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Larcov|s Ensuring tax deductions

R an1aTFA fR B A

Have a healthy debt monitoring | IHFEE IS LKIZER
system to ensure that é}f, [/)Uﬁ'f% Hy\/\fi El']

reasonable steps are taken to

recover the debts 'LFE%;EL&@'%%

Keep in mind to archive the ek
related documentary evidence RESIETT GRS HKAY
along the way jC'T*FlETE

At the end of the financial year, | W IEBI4EE 2L R AT,
review each debt and /—k/v,fixafl;%muﬁgﬁbe

determine what has become
bad and doubtful A By IR A0 BT £ Mk

Tax deduction on bad debt is rightfully yours since you have already paid tax on your revenue.
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Follow our Facebook page
For more other information

OO0 @ &
LIKE & SHARE NOW!
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For more information regarding Tax Treatment of irrecoverable tax and debt recoveries:
http://lampiranl.hasil.gov.my/pdf/pdfam/PR_04 2019.pdf
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