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Is acquisition or construction of building
entitled to industrial building allowance (IBA) ?
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REECOVIS  Qualifying Building Expenditure (QBE)
ERBEERILR

QBE is capital expenditure incurred by a person on the cost of :
GRS E A D A0 B A AR 98

|.  Constructing the original building which would include cost of
constructing additions or rebuilding of that building, renovations
and alteration; or

G AN A EE, REMEUE: ok

Il. Purchase of a building
ey S 33 3R]

*provided that the building is used as an industrial building for the
purpose of a business of that person at the end of the basis period.

A T e A = LY i BB I A 4 R
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—(%EMgL?Y\S/ILS*‘ Related Cost not included as Qualifying Building
Expenditure (QBE)

A& BRI R 5

The following capital expenditure are not included as QBE which is non deductible:

AN B B SR ) BE AL DR A BE AR AT AR
a) Cost associated with the acquisition of site :
Land cost 13 il A
Legal charges 7777 ]
Payment of stamp duty 2424 E[1{¢ 5

Surveyor Il & 7% [
Revaluation {51/ %%
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W oves  Part of a Building not Used as an Industrial Building

HaRHFAART AL H®

 The part of a building that is not used as an industrial building shall be treated
as an industrial building if the capital expenditure incurred on the construction
of that part is not more than 10% of the construction cost of the whole building.

* |f the capital expenditure incurred is not identifiable, the relevant expenditure
shall be computed by reference to the respective floor areas of those respective
parts.

* The part of a building which more than 10% of the floor areas is not used as an
industrial building will not entitle to claim IBA.

o WMRIIABAEEFYIHIRE10%, I BT AL TR 2 25 Tk
FAE H AR AT DA A Tl 5T .

o WP SIS S AR ) 10%, BB ) B AL TR o i A BB
s AT AR T S 5 SRS R A 9%, X RFAT Tl @ 3
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 ves Who is eligible to claim IBA ?
R ER T NN ?

The owner and business operator of the following types of
Industrial buildings —

NAISREE TV i3 SR A B s

« Licensed private hospital, maternity home and nursing home 1. ¢/ £+ [t
I

«  Building used for research 1| -1/} 77 1) 2 514)

- Warehouse {15

- Building used for approved service project 1k E Iz 55 1 H i e 504

«  Hotel /)5

«  Airport KHL17

- Motor racing circuit 7% 4-i&

« Building used as living accommodation for employees which is provided by
a person carrying on a business of manufacturing, hotel or tourism 1 [ {77

«  Child care centre provided by an employer i T HE0E AT L0

« A school building or an educational institution “# % 22 51 50 20 75 1L

«  Building for industrial, technical of vocational training [V, % A PEEE S
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e Ehigibility to Claim Industrial Building Allowances

T R S 1) B

IBA comprises of initial allowance (IA) and annual allowance (AA)
which generally given at 10% and 3% of the QBE respectively.
T g 0 U 0 55 ) 20 YA D R A M R A BT R S AR A B Y
10% A 3%

a) |A shall be allowed on QBE for the purposes of business and
at the end of the basis period for a Year of assessment
G BT A O BV D BRE g R R I R T AR R R E B
RAFFEL N

e The person is the owner of the building; #5041 &
 The building was in use or was about to be used as an

iIndustrial building;
HERYH T T &
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e Ehigibility to Claim Industrial Building Allowances

T R S 1) B

AA shall be allowed for QBE on the construction or purchase of a building and at
the end of the basis period for a year of assessment :

B BRI B R R A TC VF BRI R AN L 45 R

(a) The person is the owner of the building; and

EHRVIMAE &

(b) The building was in use for purposes of the business
EFRYH TR
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Example:

ABC Sdn Bhd acquired a factory with cost of RM 2,000,000 for business purpose where the land and building
cost at proportion of 50:50. The portion of the production and office area is 70% and 30% respectively for the

whole building. There is also related cost for the acquisition of the factory including revaluation fee, legal fee

and loan processing fee with total of RM 68,000.

The amount of QBE will be calculated base on the building cost:

RM 2,000,000 x 50% = RM 1,000,000

Calculation of QBE:
RM 1,000,000 x 70% = RM 700,000

RM 700,000 will entitled to claim IBA with |A 10% and AA 3%.

However, the related cost for the acquisition of RM 68,000 will be non deductible.
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References:

* Public Ruling No. 3/2018 QUALIFYING EXPENDITURE AND COMPUTATION OF
INDUSTRIAL BUILDING ALLOWANCES

* Public Ruling No. 8/2016 INDUSTRIAL BUILDINGS PART Il

* Public Ruling No. 10/2016 INDUSTRIAL BUILDINGS PART I
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" Thank you 55
IS BATHOX

For more information, please visit:
ﬁ https://www.ecovis.com/my/ n
&
Follow and Like us on our Facebook Page for more updates!

Contact us BRZEEA]

] Iy SERE i e OV T v OV e ~fE . S
B Kuala Lumpur (HQ) & 18 B Johor Office 1% B Penang Office 1R B Sabah Office #E
Tel -03-79811799 Tel :07-362%9000 Tel :04-226 7210 Tel :088-231790
Fox 03 - 7980 4796 Fax 07 -3562 9090 Fox - 04-226 2212 Fax : 088 - 266 842
Email : kvala-lumpuri@ecovis.com.my Email : j[ehor@ecovis.com.my Email : penangi@ecovis.com.my Email : sabahi@ecowvis.com.my
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