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Wiramuda (M) Sdn Bhd v 

DGIR (2022) (Federal Court)
Is compensation from compulsory acquisition of 

property subject to income tax?
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Section 4C of the Income Tax Act 1967 (“ITA”) reads as follows:

“For the purpose of paragraph 4(a), gains or profits from a business 

shall include an amount receivable arising from stock in trade parted 

with by any element of compulsion including on requisition or 

compulsory acquisition or in a similar manner.”

Introduction 
Is compensation from compulsory 

acquisition of property subject to 

income tax? Section 4C of the ITA was introduced by way of the Finance Act 2014 and was 

effective from the year of assessment 2014. Section 4C of the ITA was 

introduced after the Inland Revenue Board (“IRB”) had lost another tax case, 

Ketua Pengarah Hasil Dalam Negeri v Metacorp Development Sdn Bhd 

(2013) (Federal Court), in which the Federal Court had unanimously affirmed 

the decisions of the High Court and Court of Appeal that compensation 

income received by the taxpayer on account of a compulsory acquisition of 

land cannot be seen as profit arising from the taxpayer’s business activity and 

therefore was not taxable income pursuant to Section 4(a) of the ITA.

The subsequent introduction of Section 4C of the ITA overrules the Metacorp

(supra) ruling and basically empowers the IRB to subject to tax the gains 

received by a taxpayer on any compulsory acquisition of its stock in trade. 

With the increase in compulsory acquisitions by the government over the past 

decade to construct public infrastructure in the country, this change in tax law 

has greatly impacted the property developers as well as companies that are 

trading in land and properties as such assets form part of their stock in trade.

However, one affected taxpayer has appealed the matter up to the Federal 

Court. This landmark tax case named Wiramuda (M) Sdn Bhd v DGIR (2022) 

(Federal Court) is a precedent for other affected taxpayers.
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Tax Case
Wiramuda (M) Sdn Bhd v DGIR (2022) (Federal Court)

Landmark Ruling

Background

Wiramuda (M) Sdn Bhd (“Wiramuda” / “the taxpayer”) is a company principally engaged in the business of 

property development. 

In 2015, the Selangor state government compulsorily acquired four (4) plots of land pursuant to the Land 

Acquisition Act 1960 and paid compensation of approximately RM202 million to Wiramuda. Wiramuda did 

not subject the compensation payment to tax.

In February 2019, the Inland Revenue Board (“IRB”) gave notice to Wiramuda that the compensation 

payment of approximately RM202 million should be subject to income tax pursuant to Sections 4C and 

24(1)(aa) of the ITA and proceeded to raise a notice of additional assessment on Wiramuda with the 

additional tax payable of approximately RM52 million.

Wiramuda proceeded to file a judicial review at the High Court to challenge the constitutionality of Section 

4C of the ITA as it contravenes Article 13(2) of the Federal Constitution which prescribes that the taxpayer 

should receive adequate compensation for the property that is being compulsorily acquired pursuant to the 

Land Acquisition Act 1960. 

The High Court dismissed the taxpayer’s appeal on 29 September 2020 and this decision was further 

upheld by the Court of Appeal on 7 March 2022.

4



© 2023 Crowe Malaysia PLT 5

Issue for Determination

Does Section 4C of the ITA contravene Article 13(2) of the Federal Constitution as it deprives the taxpayer of an 

adequate compensation granted under the Land Acquisition Act 1960?

Federal Court’s Decision

The Federal Court allowed the appeal. In their decision, the Federal Court invalidated Section 4C of the ITA on 

the grounds that the introduction of this provision was unconstitutional.

Therefore, the IRB cannot invoke Section 4C of the ITA to bring to tax the compensation income received by a 

taxpayer on a compulsory acquisition under the Land Acquisition Act 1960. This is because the act of collecting 

tax upon the compensation would violate the fundamental rights of the taxpayer to receive an adequate 

compensation.

Tax Case
Wiramuda (M) Sdn Bhd v DGIR (2022) (Federal Court)

Landmark Ruling
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Actions 
Required
What Should Property Developers 

or Property Traders Do?

To conduct a check on the properties sold in the past 

and whether any properties were compulsory 

acquisitions by the Government under the Land 

Acquisition Act 1960. 

Check on properties 

sold in recent years

To review the tax treatment adopted on the 

compensation income received from the government 

for the properties that were compulsorily acquired. 

Has the compensation income been taxed under 

Section 4C of the ITA? 

Review of the tax 

treatment
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How Crowe 
Can Assist You
Helping you navigate the complex and 

ever-changing tax laws and regulations

Submission of revised tax 

returns

• To prepare the revised tax computation 

and tax returns.

• To assist with the submission of the 

revised tax computations and tax 

returns to the Inland Revenue Board.

• To follow up with repayment of tax.

Review of tax returns

To review the tax treatment adopted 

on the compensation income 

received from the government for 

compulsorily acquired properties.
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Contact Us

Chong Mun Yew

Executive Director, Tax

munyew.chong@crowe.my

Michael Cheah Liat Sheng

Senior Manager, Tax

michael.cheah@crowe.my
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Klang
Suite 50-3, Setia Avenue,

No. 2, Jalan Setia Prima SU13/S,

Setia Alam, Seksyen U13,

40170 Shah Alam, 

Selangor, Malaysia

+603 3343 0730  Main 

+603 3344 3036  Fax

Contact: Michael Ong

Email: michael.ong@crowe.my

Our Offices (West Malaysia)

Kuala Lumpur
Level 16, Tower C, 

Megan Avenue II, 

12 Jalan Yap Kwan Seng,

50450 Kuala Lumpur,

Malaysia

+603 2788 9999  Main

+603 2788 9899  Fax

Contact: Poon Yew Hoe

Email: yewhoe.poon@crowe.my

Penang
Level 6, Wisma Penang Garden, 

42 Jalan Sultan Ahmad Shah, 

10050 Penang, Malaysia

+604 227 7061  Main

+604 227 8011  Fax 

Contact: Eddy Chan

Email: eddywaihun.chan@crowe.my

Johor Bahru
E-2-3 Pusat Komersial Bayu Tasek,

Persiaran Southkey 1,

Kota Southkey, 80150 Johor Bahru,

Johor, Malaysia

+607 288 6627  Main

+607 338 4627  Fax

Contact: Patrick Wong

Email: patrick.wong@crowe.my

Muar
8, Jalan Pesta 1/1,

Taman Tun Dr. Ismail 1,

Jalan Bakri, 84000 Muar,

Johor, Malaysia

+606 952 4328  Main

+606 952 7328  Fax

Contact: Ng Kim Kiat

Email: kimkiat.ng@crowe.my

Melaka
52 Jalan Kota Laksamana 2/15,

Taman Kota Laksamana, Seksyen 2,

75200 Melaka, Malaysia

+606 282 5995  Main  

+606 283 6449  Fax

Contact: Patrick Wong

Email: patrick.wong@crowe.my

Ipoh
A-2-16, 2nd Floor, Wisma MFCB

1, Persiaran Greentown 2

Greentown Business Centre

30450 Ipoh 

Perak Darul Ridzuan

Malaysia

+605 238 0411 Main  

Contact: Choong Kok Keong

Email: kokkeong.choong@crowe.my
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Kuching- iCom Square
2nd Floor, C378, Block C, 

iCom Square, 

Jalan Pending,

93450 Kuching,  Sarawak, Malaysia

+6082 552 688  Main 

+6082 266 987  Fax

Contact: Kenny Chong

Email: kenny.chong@crowe.my

Miri
Lot 2395, Block 4,

Bulatan Business Park,

Jalan Bulatan Park, 

98000  Miri, Sarawak, Malaysia

+6085 658 835  Main 

+6085 655 001  Fax

Contact: Matthew Wong

Email: matthew.wong@crowe.my

Bintulu
1st floor, Lot 4542-4543,

Jalan Abang Galau Shophouse,

Kampung Masjid, 97000 

Bintulu, Sarawak, Malaysia

+6086 333 328  Main 

+6086 334 802  Fax

Contact: Lau Hin Siang

Email: hinsiang.lau@crowe.my

Sabah 
Damai Plaza 3, 3rd Floor, C11, 

Jalan Damai 88300, P.O. Box 

11003,

88811 Kota Kinabalu, Sabah, 

Malaysia

+6088 233 733  Main 

+6088 238 955  Fax

Contact: Michael Tong

Email: michael.tong@crowe.my

Sibu
1st & 2nd Floor, No. 1 Lorong 

Pahlawan 7A2, Jalan Pahlawan, 

96000 Sibu, Sarawak, Malaysia

+6084 211 777  Main 

+6084 216 622  Fax

Contact: Morris Hii

Email: morris.hii@crowe.my

Labuan
Lot 36, Block D, Lazenda Centre, 

Jalan OKK Abdullah, P.O. Box 

81599, 87025, Labuan, Malaysia

+6087 417 128  Main

+6087 417 129  Fax

Contact: Christabel Chieng

Email: christabel.chieng@crowe.my

Our Offices (East Malaysia)
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This communication is prepared and issued by Crowe Malaysia PLT, it is meant for general information purposes only and it is not intended to be professional advice. Recipients should not act upon this communication and please consult qualified advisors for professional advice and

services. Crowe Malaysia PLT or any of Crowe’s entities will not be responsible for any loss or consequences of anyone acting in reliance on this communication or for decisions made based on this communication.

Crowe Malaysia PLT is a member of Crowe Global, a Swiss verein. Each member firm of Crowe is a separate and independent legal entity. Crowe Malaysia PLT and its affiliates are not responsible or liable for any acts or omissions of Crowe or any other member of Crowe and

specifically disclaim any and all responsibility or liability for acts or omissions of Crowe or any other Crowe member.
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About Crowe Malaysia PLT

Crowe Malaysia PLT is the 5th largest accounting firm in Malaysia and an independent 

member of Crowe Global. The firm in Malaysia has 13 offices, employs over 1,200 staff, 

serves mid-to-large companies that are privately-owned, publicly-listed and multinational 

entities, and is registered with the Audit Oversight Board in Malaysia and the Public 

Company Accounting Oversight Board in the US.

Contact us

Crowe Malaysia PLT

Level 16, Tower C

Megan Avenue II

12, Jalan Yap Kwan Seng

50450 Kuala Lumpur

Malaysia

Tel: +603 2788  9999 About Crowe Global

Crowe Global is one of the top 10 accounting networks with over 200 independent 

accounting and advisory firms in more than 145 countries. For almost 100 years, Crowe 

has made smart decisions for multinational clients working across borders. Our leaders 

work with governments, regulatory bodies and industry groups to shape the future of the 

profession worldwide. Their exceptional knowledge of business, local laws and customs 

provide lasting value to clients undertaking international projects.

http://www.crowe.my/
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