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MALAYSIA Interest Income Is Assessed As
Business Income If;

1. The debenture, mortgage or other source to which the
interest relates forms part of the stock in trade of a
person

2. The interest is receivable by a person in the course of
carrying on a business of lending money and that
business is licensed under any written law.
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MALAYSIA 0 Interest Income Is Not Treated
As Business Income If:

It is taxable as Interest Income Pursuant to

Paragraph 4 (c) of the ITA

Interest charged due to delay in payment of trade debt
Interest from an easy payment plan
Interest from Housing Development Account

Interest from fixed deposit placed as security
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Interest arising from the excess of cash from working capital

placed in the short term or long term investments .

o

Interest received by a person from loan given to employees
7. Interest received by an estate administrator after the death

of a money lender
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As interest income is not the company’s operating
income, the tax algorithm for interest income must be
calculated separately from operating income
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It will be taxed directly! All operating expenses cannot
be used to deduct interest income tax
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MALAYSIA Sources of Interest Income
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1. Financial deposit product, including FIXED DEPOSIT
and SAVINGS ACCOUNTS
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Savings account
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Time deposit
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MALAYSIA 2. Negotiable Instruments of Deposit

(NDI)

1. Certificate issued by financial institutions, stated the
total savings amount, the fixed interest rate and the
repayment date

2. It can be traded and may be sold by the original
holder to any party in the secondary market before it

matures

Negotiable certificate of

deposit
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Can be bought and sold
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3. Repurchase Agreements (Repo)

An agreement of sales of negotiable security
by one party (example: financial institution) to
another party (example: investor) with an
agreement to buy it back at a specified and

agreed date and price in the future

Buyback agreement E‘/
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Investor
or Lender

A

Step One: Sale

Cash $80
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Asset
Collateral
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Step Two: Buyback

Investor
or Lender
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Borrower

Cash $88
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Borrower

L
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Asset
Collateral
S100
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Source: Gary Gorton (Yale Economist): “Securitized Banking and the Run on Repo” (August 2009)
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4(a) Debentures {RIIE

 Medium- to long-term debt instrument usually
used by large company to borrow money at a
fixed rate of interest

* Interest on debenture normally accrues on a
specified date

« Can be acquired and disposed off in the same
manner as stocks

 Interest source income is deemed to commence

on the date it first accrued

DEBENTURES

WWW.Eecovis.com.my



&La:CoVis
MALAYSIA

4(b) Mortgage & loan IR

 Private contracts between a lender and a
borrower

 Lender cannot transfer the debt without the
borrower’s consent

« Payment date of interest on advances is stated
In every agreement between the lender and the
borrower.

* Income will accrue only on the specified date
for interest payment
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MALAYSIA 5. Gains Or Profits From Savings

Accounts And Investments
With Islamic Banks

According to the Syariah Law, concept of interest does

not exist in Islamic banking.

However, gains or profits received and expenses
incurred in lieu of interest, in transactions conducted in
accordance with the Syariah principle shall apply the

taxation on interest
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For more clarification, please contact us!
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B Kuala Lumpur (HQ) ¥ @ Johor Office #f%
Tel :03-79811799 Tel :07-5629000
Fax :03-79804796 Fax :07-562 9090
Email : kuala-lumpur@ecovis.com.my Email : johor@ecovis.com.my
B Penang Office 1=K B Sabah Office 7PE2
Tel :04-2267210 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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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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