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In the supplementary stimulus package announced on 6 April 2020 which

was targeted to support small and medium enterprises (SMEs), the Prime

Minister urged owners of private business premises to provide rental

reduction or waiver to tenants that consist of SMEs.

Landlords of business premises that offer reduction or relief of rental

payment to SMEs tenants of at least 30% of the existing rental rate from

April 2020 to June 2020, are allowed to claim a special deduction

equivalent to the rental reduction.

The Inland Revenue Board of Malaysia (IRBM) has issued a ‘Frequently

Asked Questions’ (FAQ) on this matter on 25 April 2020 and the following

is a summary of the mechanism of the special deduction.

Key Takeaway

 Eligibility criteria 
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1. Eligibility

Any taxpayers (corporate, individual, cooperative or other business and non-business entities) renting

out their business premises to any qualified SMEs tenants.

2. Conditions of eligibility

• The rented premises must be used by the tenant for purpose of carrying out his business

• The landlord must be a taxpayer with rental income under subsection 4(a) and subsection 4(d)

Income Tax Act (ITA) 1967

• The rental reduction should be at least 30% of the existing rental rate of the determined period, ie.

from April 2020 to June 2020

3. Definition of SME

a) General

The definition of SME for this special deduction purpose follows SME Corporation Malaysia’s

Guideline, as follows:

A business just has to fulfil either one criterion across the different sizes of operation to qualify

as a SME. For example, a company which have sales turnover of RM100 million is not

considered as SME. However, if the same company have only 150 full-time employees, the

company would still be considered as SME.

Category Micro Small Medium

Manufacturing Sales turnover of less 

than RM300,000 

OR 

employees of less 

than 5

Sales turnover 

from RM300,000 to

less than RM15 

million

OR 

employees from 5 to 

less than 75

Sales turnover 

from RM15 mil to not 

exceeding RM50 

million

OR 

employees from 75 to 

not exceeding 200

Services and 

Other Sectors

Sales turnover of less 

than RM300,000 

OR 

employees of less 

than 5

Sales turnover 

from RM300,000 to 

less than RM3 million 

OR 

employees from 5 to 

less than 30

Sales turnover 

from RM3 million to 

not exceeding RM20 

million

OR 

employees from 30 to 

not exceeding 75
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b) Exclusion

Companies which are excluded from National SME definition, hence not eligible for the special

deduction, are:

i. Entities that are public-listed on the main board; and

ii. Subsidiaries of:

• Publicly-listed companies on the main board;

• Multinational corporations (MNCs);

• Government-linked companies (GLCs);

• Syarikat Menteri Kewangan Diperbadankan (MKDs); and

• State-owned enterprises.

c) Related companies

A company (landlord) will still qualify for the special deduction even if the premises is rented to

a related company (tenant), so long as the tenant fulfils the definition of SME as above.

d) Cut-off date used in determining the SME criteria of the tenant

4. Meaning of ‘business premises’

• All premises used for carrying out a business, eg, office, workshop, warehouse, childcare and

rented lot/bazaar/booth/stall.

• Rental of a residential house used for both residential and business activities, is excluded.

• Special deduction is not applicable to rental of other than ‘premises’ such as machines, motor

vehicles, parking spaces, telecommunication towers, etc.

SME Criteria Period

Annual sales turnover Annual sales turnover at the end of basis period of 

preceding year of assessment.

Note: If SME’s basis period ended on 31 December 

2019, sales turnover for that period must be used.

Number of full-time 

employees

Number of full-time employees at the end of basis period 

of a year of assessment, before or on 1 April 2020.
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5. Quantum of special deduction

• Subject to fulfilling the conditions of eligibility and the definition of SME, a special deduction of

equivalent to the amount of monthly rental reduction offered by the landlord to the eligible SME

tenants.

• Even if the landlord reduces the rental amount at a different rate every month, the company is still

eligible for the special deduction provided that reduction amount should not be less than 30% for

each eligible month.

• If in any of these eligible months, the rental reduction is less than 30%, then the company is not

eligible to claim the special deduction for that particular month/months.

6. Calculation of special deduction

Example:

A Sdn. Bhd rents a shop lot to B which is an eligible SME for RM5,000 a month (RM60,000 yearly). A

Sdn. Bhd. has agreed to offer rental reduction to B for the month April, May and June 2020 of

RM2,500 a month.

1 Assuming no other allowable expenses

2 Current corporate tax rate

Total tax savings to be enjoyed by the landlord is as follows:

Tax savings = RM12,600 – RM10,800 = RM1,800.

For other taxpayers such as individuals, the tax savings is according to the taxpayer’s income tax

bracket.

Without special 

deduction

(RM)

With special 

deduction

(RM)

Monthly rental income 5,000 5,000

Annual rental income 60,000 60,000

Rental reduction of 50% for 

April, May and June 2020

RM5,000 x 

50% x 3 

months

(7,500) (7,500)

Annual gross rental income 52,500 52,500

Special deduction 1 RM2,500 x 3 

months

(7,500)

Taxable income 52,500 45,000

Tax payable at 24% 2 12,600 10,800
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7. Rental already received in full for the months of April 2020 to June 2020

The landlord who has received the rental payment for April, May and June 2020 in advance can still

claim the special deduction, provided that the landlord offers a rental reduction according to the

conditions above.

8. Supporting documents required

The supporting documents required to be kept by the taxpayers (landlords) who claim this special

deduction are:

i. Valid tenancy agreement;

ii. Rental income statement;

iii. Details of the tenant as SME such as number of business registration, tax file number etc.; and

iv. Details of the rental reduction.

*Items (iii) & (iv) will have to be provided in Working Sheet (HK) of Company Return Form.

For the full FAQ, please visit:

http://lampiran1.hasil.gov.my/pdf/pdfam/FAQ_PRE3.0_RENTAL_REDUCTION_1.pdf

Our Comments

The rental reduction initiated by the taxpayer coupled with the special deduction, would probably result in a

lower tax incidence in some taxpayers’ case, while others instead may see an actual or tax rental loss.

This special deduction is favourable to taxpayers whose rental income qualifies as a business source under

subsection 4(a) ITA 1967, as the taxpayer’s current year business loss (if any) can be utilised to set off

against income from all sources in the current year. Any unutilised losses can be carried forward for a

consecutive period of 7 years of assessment (YA) to be utilised against income from any other business

source.

However, taxpayers whose rental income is assessed under subsection 4(d) ITA 1967 will see lesser or no

benefits, as rental loss can only be set off against the rental income of other properties and cannot be

deducted against the aggregate income from other sources. Neither can the rental loss be carried forward

to subsequent YAs.

http://lampiran1.hasil.gov.my/pdf/pdfam/FAQ_PRE3.0_RENTAL_REDUCTION_1.pdf
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How We Can Help

Our dedicated team of professionals has experience in various disciplines to respond effectively and

efficiently to our clients’ individual requirements. This professional capability allows us to advise and plan

strategies critical to our clients’ needs and success within the challenges of the present business

environment.

Our service includes a total approach to our clients’ problems and needs. Using a team approach, our

services are tailored to meet our clients’ individual requirements. We stress on a high degree of competence,

professionalism and commitment among our team members.

We offer the following services with a clear focus on the business issues and regulatory requirements of the 

client’s industry:

• Audit and Assurance 

• Tax & Transfer Pricing Advisory and Compliance

• Business Advisory 

• China Belt and Road Desk 

• Financial and Transaction Advisory

• Migration Advisory 

• Offshore Advisory 

• Risk, Governance and Sustainability Advisory

• Valuation Advisory

Should you have any questions or require any assistance on the above, please do not hesitate to drop us an 

email or call us. 

Click Here

to Enquire

https://www.shinewingtyteoh.com/contact/
https://www.shinewingtyteoh.com/contact/
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Why ShineWing TY TEOH 为什么选择信永中和迪威 ？

ShineWing TY TEOH is a leading regional chartered accountants, tax, transfer pricing, valuation and consulting group with

office presences in Malaysia to provide a diverse spectrum of business solutions and consulting services to public listed

companies, Fortune 500 companies, multi-national corporations, local small and medium companies representing a cross

section of major industries.

信永中和迪威是一所领先的区域会计事务所, 在马来西亚设有办事处，为上市企业，财富500强企业，跨国企业及中
小型企业提供多种业务解决方案与服务包括会计，税务与商业咨询。

 Registered Auditor of Public Company Accounting Oversight Board (PCAOB), USA

美国上市公司会计监督委员会的注册审计师

 Approved Auditor of Labuan Financial Services Authority (Labuan FSA), Malaysia

马来西亚纳闽金融服务管理局注册审计师

GCA Joint Venture Partner - The 

valuation specialist in assets, business 

and financial instruments.

汉华估值合伙伙伴 - 估值专家提供各

种估值方案包括资产，企业及金融和
衍生工具

www.gctyteoh.com

Kuala Lumpur 吉隆坡 +603 780 55022 Johor Bahru 柔佛 +607 595 2299 Penang 槟城 +604 371 3419 / +604 371 3318

Labuan 纳闽岛 +6087 599 328 Muar 麻坡 +606 952 0205 Sitiawan 实兆远 +605 688 5112     

Ipoh 怡保 +605 546 3388         

www.shinewingtyteoh.com

Member firm of ShineWing

International - Top 20 

international accounting network 

and association. 

信永中和国际成员所 - 会计公

告发布的全球20大国际会计师
事务所联盟

www.shinewinginternational.com

Member firm of Praxity - The 

world’s largest alliance of 

independent accounting firms. 

PRAXITY 国际成员所 - 全球最
大独立会计师事务所联盟

www.praxity.com

Member firm of Quantera Global -

The world’s leading, independent and 

global transfer pricing advisory firms. 

Quantera Global 成员所 - 全球领先
转让定价咨询公司

www.quanteraglobal.com

WHAT WE OFFER 我们的专业服务

 Audit & Assurance  BPO & Business Advisory  China Desk  Financial & Transaction Advisory 

Migration Advisory  Myanmar Advisory  Offshore Advisory  Profit Improvement  Risk &

Governance Advisory  Sustainability Advisory  Tax Advisory  Transfer Pricing Advisory  Valuation

Advisory

 审计  商务外包及咨询  中国一带一路咨询  企业融资与并购咨询  移民服务  缅甸商
业咨询  境外咨询  企业利润优化咨询  风险管理及内控咨询  环境社会管治咨询  税务咨
询  转让定价咨询  估值咨询

100+    630+      42000+
Countries   Locations   Professionals

Audit  l Tax  l Advisory l Transfer Pricing  l Valuation
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