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Tax Espresso — Special Alert

PERMAI Assistance Package — Tax-related
measures
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On 18 January 2021, Prime Minister Tan Sri Muhyiddin Yassin announced the
Perlindungan Ekonomi Dan Rakyat Malaysia (PERMAI) Assistance Package, valued
at RM15 billion. The 3 main objectives of the PERMAI Assistance Package are:

e combating the COVID-19 outbreak;
e safeguarding the welfare of the people; and
e supporting business continuity.

Among the 22 initiatives announced under the PERMAI Assistance Package are
tax-related measures summarised below:

1. Special tax deduction to taxpayer that provides a reduction of rental on
business premises offered to SMEs and non-SMEs

Currently, a special tax deduction equivalent to the rental reduction amount is
given to any taxpayer (corporate, individual, cooperative or other business
and non-business entities) that provides a reduction of rental on business
premises to Small and Medium-sized Enterprise (SME) of at least 30% from
the original rental rate from 1 April 2020 to 30 September 2020 as announced
under PENJANA. In his speech in Parliament on 26 November 2020, the
Minister of Finance announced that the special deduction on rental reduction
is further extended to 31 March 2021.

The above special deduction period will be extended until 30 June 2021. This
special deduction will also be expanded to cover rental reduction given to
non-SMEs.

Our comment:

It appears that the special deduction for rental reduction given to non-SMEs
will only be applicable for a period of 3 months i.e. from 1 April 2021 to 30
June 2021.

The rules to legislate the above special deduction has not been gazetted to-
date.

[You may refer to our Deloitte Tax Espresso (Special Alert) - PENJANA - Short-
Term Economic Recovery Plan and Deloitte Tax Espresso (Special Alert) - FAQs
- Special deduction on rental reduction offered to SME tenants] for details of
the special deduction.]

2. Individual income tax relief on COVID-19 screening expenses
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In Budget 2021, it was proposed that the individual income tax relief for
complete medical examination expenses be increased from RM500 to
RM1,000, effective from the year of assessment 2021 (legislated via the
Finance Act 2020 that has come into operation on 1 January 2021).

The Government announced that the scope of complete medical examination
will be expanded to cover COVID-19 screening and detection tests incurred by
the taxpayer.

Extension of special individual income tax relief on purchase of mobile
phones, computers and tablets

Under PENJANA, it was proposed that a special individual income tax relief of
up to RM2,500 be given for the purchase of handphone, notebook and tablet
made from 1 June 2020 to 31 December 2020. This relief was in addition to
the lifestyle relief which also provides for the purchase of a personal
computer, smartphone or tablet, among other purchases or payment, for
personal use of the taxpayer, spouse or child.

The above special tax relief will be extended until 31 December 2021.

Our Comment:

The special tax relief for purchase of handphone, notebook and tablet made
from 1 June 2020 to 31 December 2020 has been legislated in the Finance Act
2020. We expect the legislation to be further amended following the above
announcement.

Extension of sales tax exemption on passenger vehicles

Under PENJANA, it was proposed that 100% sales tax exemption for locally
assembled passenger vehicles and 50% sales tax exemption for imported
passenger vehicles be given effective from 15 June 2020 to 31 December
2020.

It was announced in the Ministry of Finance’s press release on 29 December
2020 and in the PERMAI Assistance Package that the above exemption be
extended until 30 June 2021.

Relaxing the ownership period condition for exemption from excise duty and
sales tax for the purpose of transfer, disposal and for private use of taxis

Currently, there is an exemption from excise duty and sales tax for the
purpose of transfer, disposal and for private use of taxis, provided the vehicle


https://www.treasury.gov.my/index.php/galeri-aktiviti/siaran-media/item/7585-siaran-media-lanjutan-pengecualian-cjckdcbu.html

is owned for 7 years. This condition has been reduced to 5 years, effective
from 1 January 2021 to 31 December 2021.

Our comment:

A taxi owner may consider changing his taxi to a new vehicle if his existing taxi
reaches the age of 5 years in 2021 and no excise duty and sales tax will be
imposed on the old vehicle, which is now licensed to be used as a private
vehicle.

Improving the Wage Subsidy Program

The Wage Subsidy Program was first introduced in the PRIHATIN package
announced by the Prime Minister on 27 March 2020. Subsequent stimulus
packages extended the wage subsidy of up to RM1,200 per employee for all
companies with local workers earning RM4,000 and below. The program
ended on 30 September 2020.

It is proposed that the Wage Subsidy Program 3.0 under the Social Security
Organization (SOCSO) be enhanced where all employers operating in the
Movement Control Order (MCO) states will be eligible to apply for wage
subsidy, irrespective of sector. For a period of one month, eligible employers
will receive a wage subsidy of RM600 for each employee earning less than
RM4,000. In addition, the wage subsidy previously limited to 200 employees
for each employer, will be increased to 500 employees.

[Note: In Budget 2021, it was proposed that the Government extends the
implementation of the wage subsidy program for another 3 months but with a
more targeted approach, i.e. specifically for the tourism sector and the retail
sector. RM1.5 billion shall be allocated to provide RM600 per month subsidy
for workers earning RM4,000 and below. The limit of 200 employees per
application will be increased to 500 employees. (You may also refer to our
Deloitte Tax Espresso (Special Edition) - Highlights of Budget 2021 - Part 1).]

Further to the Prime Minister’s announcement, the Ministry of Finance has
uploaded the PERMAI 2021 Infographic on its webpage. It is noted from the
PERMAI 2021 Infographic that a double tax deduction will be given on COVID-19

screening cost borne by employers in the year 2021. It appears that this is to
encourage employers to increase screening of employees to support the
government’s efforts to curb the spread of COVID-19. As this double tax
deduction was not mentioned in the Prime Minister’s speech text, further
clarification on this incentive is required.

Please refer to the speech text and PERMAI 2021 Infographic for further details.
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Assistance required

For any queries or assistance, please speak to your usual Deloitte contact.
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