& a Income tax from letting of real property
v COVIS (Public Ruling No. 12/2018)
MALAYSIA

Can | get tax deductible for Collecting rental income ? Can expenses incurred be claim
under income tax ?

the expenses such as:

. CapiiallAllowance EHIAHSUA ? HEWABTER B AR SRHMNBLS 2

* Quit Rent & Assessment

You must know what 4(a) - Business Income and 4(d) -
Rental Income first .

WBIEBI T iEE4 () - SWIAS 4(d) - HEKWA R 4o
B

Fire Insurance




&2ECOVIS
MALAYSIA

4(a) - Business Income

4(a) - EALUTA

Income tax from letting of real property
(Public Ruling No. 12/2018)

4(d) - Rental Income ?

A(d) - HEW AT ?

4(a) Business income (business source) :

« Maintenance services or support services are
comprehensively and actively provided in relation to
the real property

4(a) WSFWA (FilKIK )
- R REHREENERE~BXRNEF RS ER
-4

73

4(a) : Many expenses are tax deductible

auiifinzRalE$

4(d) Rental income (non-business source) :
 Not actively provide maintenance services and
support services.

4(d) WA (FFELRR ) -
C KRR IR G IR S RS R RS

4(d): Tax deductible expenses are very limited

auilfinzmEzH R




& a Income tax from letting of real property
v COVIS (Public Ruling No. 12/2018)
MALAYSIA

You know what is 4(a) - Business Income and 4(d) - Rental Income?

RABFATER4(A) - ELRAE 4d) - HEWAL ?

That Sounds Great ! That | can get many tax deductible from my rental income !

‘ ! IFRERERE | BPNASWATUEIEZGHLE |

Wait ! Tax deductible terms and conditions are very harsh. Want to know whether you

are eligible for the terms and conditions ? | will walk you through these....
IBE L | ABRERMEHEMIEFETTZI, BHNEREFSERMEH 7 BEEMONE FA! N

?
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% ECOVIS Yes! This is 4(a) Business Income if you got this.

BAXLEFTLEZ4(a) - SWHA

MALAYSIA
= First , we have to know what does it means by the maintenance or support services

\? that are comprehensively and actively provided.
\ Bk, BINZBTEGLREEAZERSSTEMEEMMHKIEHN.

All thing necessary (e.g. cleaning services or repairs) for the maintenance and management of
the real property such as the structural elements of the building, stairways, fire escapes,
entrances and exits, lobbies, corridors, lifts/escalators, compounds, drains, water tanks,

sewers, pipes, wires, cables or other fixtures and fittings

PB4 FMEEEM~FENERERYEN, & EXEE, HAQ, KT, EEE, FHEH/
Bk, Kb, HEKE, KfE, T/KE, BE, H% Sasi=HiEEEEMEH

All general things necessary for the maintenance and management of the exterior parts of the

real property such as playing fields, recreational areas, driveways, car parks, open spaces,
landscape areas, walls and fences, exterior lighting or other external fixtures and fittings.
AFMEEBEMINSBEBDFIBEVNELIE, BlINEohA, &RAFN, F&, F%F1H, FHRZEHE,
ORI, EEERMIA=, SV ERERBAEE fth st SR E E 3= E FIEC A o6



&arcovIS

MALAYSIA 4(a) - Business Income (Business source) WA ( FALEKIR )
Example #ilF :-
1. Wahida owns a 4-storey building consisting of 32 units that can be used as offices and shop lots. All the units

are let out to several tenants. Wahida hires Ali Enterprise to provide maintenance services of the structure of

the building, maintenance of lift and cleaning services of the building and area outside the building.
Wahidafi B4EEH, B32T LA, ATREDAENEE, FMARMHEHEL/LD 7. WahidaBg BRI 2R (Al
Enterprise) BERMEWRIZEIF RS, BRMHBEME SRS UARZEFTRYIMNIXIERILEF,

Yes Property Sdn Bhd rents one block of office building consisting of 42 units from Zura Sdn Bhd. All the units
are let out to a few tenants. Yes Property Sdn Bhd also provides cleaning services in and outside of the

building area, centralized air conditioner, maintenance of car park and security services.
Yes Property Sdn Bhd M Zura Sdn BhdfERA T — %7321, HEbafF42i9 8, XERUEHEHELS F—LSHF, Yes
Property Sdn Bhd th FIREBRARIBANEIE GRS, PREE, EEDEFMELEERS,



a
v iEL?YgLS 4(a) - Business Income (Business source) MSFUWA ( EilbKIR )

AN Y I . _
Exam pIe 245 |01 City Tower Putrajaya MSC Office Spare for Rent

Space available: 5,751 sqft — 16,385 sqft
Rental rate: RM5.00 sqft (inclusive of RM1.00 service
charges)

Leasing term: 3+3 years (minimum 2 years)

Facilities
- Whole floor plate of 16,500 sq. ft.

il

- 7,000 interconnected car park bays

S

- Raised flooring centralized air-conditioning provided

™
i

el : \ - 24/7 security & CCTV surveillance

- High speedy lifts with Destination Control System (DCS)

1y ‘ & turnstile system @ main lobby @



&iccoViS
MALAYSIA

Example f§lF :-

1. Unggas Property Sdn Bhd lets out one block of office building to a company and only provides security services.
Unggas Property Sdn Bhd{§— %72 A2 A — X NS MR N R IRZ RS,

4(d) - Rental income (non-business source) HEWA ( FEEWFIR )

2. Azrie owns 2 units of apartment and lets out those units to 2 tenants. The tenants are entitled to use the swimming pool,
tennis court and other facilities that are provided in the apartment. All the facilities are provided and maintained by the
management corporation of the apartment. Azrie only pays maintenance fees to the management corporation of the
apartment. Services enjoyed by the tenants are merely an extension of Azrie’s right as proprietor of the apartment units and

are not actively provided by Azrie.

Azrie HBE2TRUNLE, FHXESUTNEL2MES,, HPAENERFEOE RNEXDMASANRENEMRE, AKX
EHRABHNEEQTIREM4F, Azie REAEMNEEABXM4FRE, MPMEXNRSNE Azrie FEARBRENMA
ANBIXAJRVEER, T JFAzrie FRARIE AT,



&iccoViS
MALAYSIA

4(d) - Rental income (non-business source) HEWA ( FEEWFIR )

Unggas Property Sdn Bhd and Azrie both did not provide maintenance services or support services

comprehensively.
Unggas Property Sdn Bhd 1 Azrie#} /2 & £ mE it £ F RS S FARSS -

The rental income will be taxed on a received basis, and losses in a particular tax year cannot be
carried forward to the next year nor offset with other taxable statutory income for these non-
business source.

XEH BN EWRINEM F1Ef - FEERENRFEENRKAESEE M—F - - AsEAEMN T
AT WA KR -
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MALAYSIA

Commencement Date of Letting of Real Property

Bt A A 98 H 2

« 4(a) Business Income : On the date the real property is made available for letting.

RIEITAE4 (a) RWBAAWSKIRREtRVHEEH 8 BBt~ ol (A EaYH 8,

A real property is made available for letting when the real property is ready to be occupied by tenants and steps to let out the real property
have been taken such as advertising the real property for letting or appointing a real property agent to facilitate the letting.
L E A A AR R LRI IR, B AT LU R, BIRIE €0 L R B o Bt~ 1C PR LU 17

« 4(d) Rental Income: The rented out for the first time.

RIEITAZE4 (d) &, EAEBWRARENEM~HEFRBRAEFUEREEZH,
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The expenses that are income tax deductible including:

Al LA 541 A 45855 64 25 FE B4

» Quit Rent and Assessment o HuBLA]HEB

« Property loan interest o Yl T3 FRFI B

« Fire insurance premium o NIWIRPE ST

 Enforce rent collection fee including legal expense ., sa&$|IWEFEE N EEE A

- Property agent commission o BMTRLANMAE
« Renewal of tenancy agreement expense . ZEANTHA
 Rental renewal stamp duty . ZEFRENTET

* Repairs and maintenance expense
 Pest controls expense

o HEBHRTESEH

= th oo
* Replacement costs of furnishings expense ° iﬂh%ﬂ‘jﬁ;ﬁﬁ
* Property service charges, maintenance fees, o FIZZXH EQEIE:%FE 5
sinking fund, and Indah Water bills o MRS H , £ % , EHEEEHFIndah Water k£



&iccoViS
MALAYSIA
Expenses that are NO1 income tax deductible are initial expenses before the property

IS rented out, including:

AR LLENmeRMnEREER LA 2 RN TRER - aiF

» Advertising cost to get the first tenant
HizqdE — LRI &7

* Property agent fees/commission to obtain the first tenant
Bz — 1 HI M U 2T %

» Legal cost and stamp duty for initial tenancy agreement
R BT = 2R A1 22 I RTET T E

« Expenses on renovation and improvement to get higher rental or to be
more attractive to potential tenant

AT HIK ZERIZEHILX AT B GHIAZ N B FBERS) T




{% ECOVIS You still can Claim Capital Allowance
MALAYSIA R EIIEA & =24

If the letting of real property is treated as a business source, capital allowances can be claimed on capital expenditure incurred on plant and

machinery.
MR FEMEEERAWSEKR, Wb AEET] Mles ER AT HERFZARZEN,

If the letting of real property is treated as a business source and the letting of real property ceases temporarily due to repair or renovation of the
building; absence of tenants for a period of 2 years after termination of tenancy; legal injunction or other official sanction; or other circumstances
beyond the control of the person who lets out the real property, the capital allowances can still be claimed in respect of the period the real property is

not let out provided the real property is maintained in good condition and is made available for letting.

IMBEMAEERAAVSHKIR, FEHFEAYWEESSEFFMERSEHEHRENEL  HAKR EERERNRBHEF ; AREXIEMESHIE ; 3L
FEEMWELRERVEMBL N, RERNRIFRFASHTEDE, Mo Z2KRIRGSHE R,

If more than one real property is let out and there is a change in tax treatment of any of the real properties from a business source under paragraph
4(a) of the ITA to a non-business source under paragraph 4(d) of the ITA in the basis period for a YA, capital allowances can be claimed on plant and

machinery for the real property which remains as a business source under paragraph 4(a) of the ITA.

IMBEHBT—TLULMBEM™, FENETEIEMFHNRESENTAES (a) RPHWSKIEELNITAES (d) RPRISEWSRKIFERNTBSAETT A E
LICEITARMEEE R, AILUREITASEA () IERWSSKIRRE B B EM,



“ Thank you 513

More detalls refer to: http://phl.hasil.gov.my/pdf/pdfam/PR 12 2018.pdf

For more information, please visit:

* https://www.ecovis.com/my/ n
&

Follow and Like us on our Facebook Page for more updates!

Contact us BX&F (]

B Kuala Lumpur (HQ) =1 B Johor Office F1{% B Penang Office =il W Sabah Office 7ME
Tel -03-79811799 Tel :07-562 9000 Tel - 04-226 7210 Tel - 0OB8 - 7231 790
Fax 03 -7980 4796 Fox : 07 -562 9090 Fox - 04-226 22112 Fax : 0B8 - 266 842
Email : kuvala-lumpur@ecovis.com.my Email : jochor@ecovis.com.my  Email : penangi@ecovis.com.my  Email : sabah@ecovis.com.my

WWW.ecovis.com.my ‘ ‘


http://phl.hasil.gov.my/pdf/pdfam/PR_12_2018.pdf

