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Tax Deduction for Loss of Cash and
Treatment of Recoveries
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Basis For Deductibility

The persons involved, that
Is the employee in the case  The action taken against the
of embezzlement or person involved namely,
defalcation and the police report, termination of
employee or third party in service and recovery of loss

the case of a theft or .
robbery .
® - 2

The loss incurred in the
incident of the taxpayer’s
business and has to occur

in the ordinary course of

The amount of loss should
not be out of proportion to
the reasonably expected

risks of the business

ﬁ carrying on the business E
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Deductibility of Loss of Cash

Loss of cash caused by theft, defalcation or

embezzlement in the course of business may be
allowed for deduction under following situation:

® Theft or embezzlement by|third party|if:

¢ banking of cash takings is a necessary part of
the operations of the business; any loss of cash
caused by theft or robbery while in transit to
the bank

% an agent who is assigned to collect the cash
embezzles the cash

® Theft or embezzlement by|employee|as:

\/

¢ it arises directly from the necessity of delegating
certain duties of the business to employee
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Loss of Cash not Deductible

Loss of cash caused by theft, defalcation or

embezzlement in the course of business cannot
be deducted under following situation:

® The employee who is involved in the theft or
embezzlement is a relative of the proprietor who
proposes to overlook the theft and continues to
employ the offender.

@ Loss of cash or embezzlement by a sole proprietor, a
partner, a director of a company or an administrator
of a deceased person’s estate or any person who is
in control of the business operations.

@® Loss of cash caused by theft, burglary or robbery
which is not incidental to the business is not
allowable as a deduction.
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Supporting Evidence

Police report
Bank statement

Responsibility of the staff
involved

Letter of termination of
employment

Minutes of board of directors
meeting

Proof of recovery action

Other relevant documents.

WWW.ecovis.com.my ‘ ‘




&accovis
MALAYSIA

& UEYE

% )
17

BT T A

dr

i

RSN
1B ] 45 2K )k B
L Ath A7 S SCAEF

T y ) .""' “4_ "r
WWW.ecovis.com.my ‘ ‘

ﬁf&

\|




&Laccovis
MALAYSIA

Tax Treatment Of Recoveries

Recoveries are obtained through:

Q Insurance

g Agreement of payment from the employee concerned

a’ Legal action

j Other recovery actions

The full amount of any recovery shall be treated as a
gross income for the basis period for the year of
assessment in which it is first receivable
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For more clarification, please contact us!

T R Z VR, LR S IEATE R IE!

B Kuala Lumpur (HQ) k&l @ Johor Office #f#®
Tel :03-79811799 Tel :07-5629000
Fax :03-7980 4796 Fax :07-562 9090
Email : kuala-lumpur@ecovis.com.my  Email : |ohor@ecovis.com.my
B Penang Office 11 B Sabah Office 7'E2
Tel :04.226 7210 Tel :088-231790
Fax :04.226 2212 Fax :088 - 266 842
Email : penang@ecovis.com.my Email : sabah@ecovis.com.my
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Reference

http://phl.hasil.gov.my/pdf/pdfam/PR_No 4 2012.
pdf

The information contained in the article is for guidance only and is not exhaustive. The
information is provided gratuitously and without liability. Ecovis Malaysia shall not be liable for
any loss or damage caused by the usage of or reliance on the information and guidance
provided in this article and other information provided by Ecovis Malaysia and it's websites.
Professional advice and assistance must always be obtained before you act on any of the
guidance provided. Please refer to the respective source of information, legislation and the
regulatory authorities for authoritative guidance.
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