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1991 BUDGET SUMMARY

We have pleasure in presenting for your appreciation our summary“ﬁandj:ﬁf”**

synopsis of the 1991 Budget Proposals.

This summary is based on the Budget spéech delivered by the Honorable:’

the Minister of Finance Y.B Datuk Paduka Daim Zainuddin, . to. the ' .

Parliament on 14th December, 1990. In compiling this summary we . have

concentrated on those matters we have judged to be. of importance’ QL. i el
- interest to the readers. We wish to emphasise that the -summary: is. . - '[- = *
‘intended solely .-for information and general briefing and should not be: cel
regarded as being authoritative interpretations of the - budget -

proposals._ -

The summary is divided into the following sections:~

© SECTION. . . - B .- - PAGE .
A Commentary ; L 2 o
B - Highlights ' : : 51 . S ;
C. Summary of Amendments te Direct Taxation 8
© D Summary of Amendments to Indirect Taxation 15 .
B LSyhopsis and -Comparison - -  - - f o 18 -
F-o- Summary of Revenue and Allocation = _ R ¥
s .
! ’
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SECTION A

. COMMENTARY

FOKFWORD

The lNonourable, TLe Minister of Finmance, Y¥.B., Datuk Paduka Daim -
lgood cheer when he presented his 1991 ° :Budget on -
December 14, 1990 He had ample reasons for this - the Halay51an'f

Zainuddin, was

econcomy had contlnued to enjoy a strong and vigorous growth in- - 1990

with almost all sectors contributing to the growth, inflation at “ 2. 2%_ﬁ:ﬁ;,
90 wag Kept well under -control, the 1990 Budget -

up to October 19
current account sdrplus was expected to increase almost threefold to

$1,226 million, prlvate sector investment continued to grow strongly-:

during 1990, the rate of unemployment had  declined and the: rise _1n'ﬁ:ﬂi  '

petroleum prices worldwide had benefitted the country. -

It was therefore not surprising that he presented a truly. pleasant }f;

package of tax changes, reliefs and incentives for almost everyone

‘more 30 perhaps for the individual taxpayer.

1990 ECONOMIC PERFORMANCE

The Minister highlighted several aspects of the country's econdmiéuﬁy
performance durlng his speech, of which the salient features were HE

Q : the Government decided to absorb the cost of the 1ncrease 1n‘75z
petroleum - prlces ‘for the benefit of the people, whlchj;in
terms of tax foregone and direct subsidy would amount te -

$407 million for the last 4 months of 19%0.

0 the private sector investment maintained its strong growthf3=?
of the previous two years and for 1990 'is expected. to . grow - :.: "
by "25%. Foreign investments recorded an impressive growth, L e
with  almost $25 billion in capital investments for. ... %7
manufacturing projects approved in the flrst months of 1990 s '
compared to §11 b11110n for 1989. - : o
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0 the Government's  privatisation programmé .'-dontinued.;jf'i,
successfully; ©  the brivatisation of . “Telecoms-=“ﬂqnd»ﬁ
corporatisation of LLN being the most significant “during -
1980, S

o o the non-financial public enterprises (NFPEs)  had . turned -

around from a situation of losses to one where many'“were :..'*
making profits -and expanding their operations. RIS

"

- SKILLED MANPOWER o
The Government viewed seriously the situation of the : shortage: of . . "
skilled manpower 'which had affected a number of industries in  the .

b country and a comprehensive study had been completed by a Cabinet o

’ Committee to redress this situaticon, Additionally, the Government .-had .~
initiated changes to the education curriculum so that. cur schools .

produce the right types of skills and had formulated a comprehensive 7 .y
technological action plan with & view to improving the country's .7
‘competitive position. The Minister also called for the private sector ..+
to’ increase its Research and Development activities, adding that the - LT
Government: was prepared to increase ite contrihution to R &D in all-.i.;,.
fields. ' S e e
FLEXI-WAGE SYSTEM : A

CE

The Minister urged both employers and workers to make more - serious.
efforts to improve the system of wage determination by calling both -.- ':
parties to reach a consensus vhere wages are more flexible_ﬁand."
incentives are given for greater productivity. . C i

{

1991 BUDGET STRATEGY - o : _‘ S e
Having mentioned the performance and constraints of the ‘Malaygién'f; R
economy, the Minister outlined the 1891 Budget Strategy proposals asc ] !
folloi"s :_ v Ll _ R o - - J._.. -
i} sustain the momentum uf economic growth - “1.;5c“::ﬁ‘:;'
ii) ‘contain price imcreases
iii) improve the balance of payments
iv) ‘ enhance research and development and-skill training .

t g
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SUSTAINING ECONOMIC GROWTH

~The Minister had introduced a number of tax changes. since 1989 to make N
- our economy more competitive and attractive to investors, initially by . = "¢
reducing corporate tax to 35% in 1989 and in the folloving ‘year ‘-~
reduced the development tax to 4%. The corporate sector gained ‘a.: -
further reduction of 1% in development tax and in the Reinvestment RTINS

Allowance of 40% being extended by another 5 vears to end-1995, but ie, LT
wag the individual taxpayer that The Minister turned his attention “to " "

in his 1991 Budget. To provide incentives for greater effort and ' .. .
productivity, the Minister announced the followlng tax changes to -, 7
reduce the individual taxpayer s burden i- : S CLT '

P .
v

) reduced the tax rate to 4% (m1n1mum) and  35% f(makimuml{ﬁfﬁﬁ‘
against 5% and 40% resgpectively. ' Lo o

o] abolished excess profits tax of 5% on chargegble_ income RSN
exceeding $300,000. o o R el

Q separate assessment for wife in respect of -alil income .. . o i
sources. _ ) T
o tax rellef for EPF contribution and insurance premiums up to,f}“"" '

$3,500 be given to taxpayer and spouse- 1nd1v1dually 1pspeadff"“
of on shared basis at present. S e

o  increase in tax relief for the wife of a taxpayer. from ﬁ?“;,?;aiu._;
$2,000 to $3,000 and uniform rate of SBOO tax rellef for the.. . 0
first to fifth child each. S

CONTAINING PRICE INCREASES A

The Government's main. strategy to moderate price increases will be .. .
through control of monetary expansion and by way of prudent fiscal
policies. - Whilst the Government was comnitted to ensuring that = funds =
. are available at a reasonable cost for productive investment, thej:f
Government was also determined that liquidity growth did not lead :
inflationary measures. Slmllarly the fiscal policies -proposed . in'

. recent years and in the current budget were designed. to promote quy;hi'g
and reduce prices. T

'The Government however must ensure that any increase in borrowing costg,i
should 1ot lead to a setback in _economic performance and - ca -
recessionary sgituation. ' ' . ST L
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Another measure the Government proposes to contain price increases is
the abolition of tariff on certain items such as rubber products. It
is intended that stiffer competition would lead to lower domestic
prices. . .

INPROVING BALANCE OF PAYMENTS

Despite the concerted efforts made by the Government to contain the
Services Account, the deficit remains large due to the development of
the economy. In recent years the Government had addressed this. issue
by promoting tourism, improving shipping and air services and
increasing 1local educational opportunities, through a number of tax
measures and incentives.

i 2
In his 1991 Budget, The Minister comtinued with this policy by
announcing additional tax reliefs and allowable deductions to the
tourist industry and for export promotion.

RESEARCHK AND DEVELOPMENT AND SKILL TRAINING

The Government recognised that skilled manpower and technological
advancement were essential for the development and  competitive
position of the nation. To meet this objective the Minister announced
a number of mcasures and incentives, including :- ' :

0 allocation of §83 million in 1991 by the -"Government to
finance training schemes.

o encouraging more companies to train their employees, by"
allowing double deductions on expenses incurred at training
institutes to all companies in the manufacturing and non-

. manufacturing industries. . S

0 Government allocation of $162 million for Research and
Development aq;ivities of the private and public sectors.

0 encouraging companies to step up their research and -
development activities by allowing tax exemption of 5 vyears
to approved companies/institutions vhich are established for
the purpose of carrying out research for a particular.
industry, and allowing losses incurred to he carried forwatd'
after the tax—exempt. periocd.
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. ¢ . double deductions be given to companies which utilise the
' facilities and services of approved research
companies/institutions.

nev-technology based €irms be given tax exemption of 5
vears,

.
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HIBMLIEYTS

% Changes in Income Tax rates and rebates

¥ Separate assessment for wives

% Review of capital allowance for Motor vehicles

# Incentives for pramated activity
0 rassarch § development
0 tourism
0 taming -

¥

X Ir_ic.entives for Agriculture Industries
0 Rubber
0 Feppar

% Incentives for mining Industries
0 Cruds ol
0 Minerals
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" Proposals !
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'« SECTION C >
ANALYSIS ON AMENDHENTS TO DIRECT TAXATION

REDUCTION OF DEVELOPHENT ThX
Proposal :

Development tax is to be reduced from 4% to 3%, effective from.
the vyear of assessment 1991. This is in 1line with the
announcement wmade in the 1989 Budget to abolish, on a staggered
basis, the development tax imposed on companiES ‘and
individuals. .

-REVIEW OF INDIVIDUAL INCOME TAX RATES

i) The lowest marginal tax rate be reduced from 5% to 4%,
ii) The highest marginal tax rate be reduced from 40% to 15%.

iii) hll other marginal tax rateas he reduced hetween 1* Lo 3% as
in the attached Tables I and II. A
iv} The excess profit tax of 5% on chargeable inconme exceeding
$300,000 be abolished. )

Thease proposals are effective from the year of assessment 1991,

REVIEW OF SEPARATE ASSESSMENT FOR WIVES i
Proposal :

Separate assessment-be.allowed on all income derived by the vwife

from all sources. Currently, if a wife chooses to be separately
assessed on her income this separate assessment 1is only 77
restricted to her employment, pension and professional 1income.

The proposal will allow separate assessment on remtal, pension,
interest, dividend, business and employment income.

1

This proposal is effective from the year of assessment 1991.
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4. REVIEV OF TAX RELIEF

Proposais H

i) Tax relief for wives and children be amended as follows :-

Present Rates New Rates
i $ $
" Relief for wife 2,000 - 3,000
Relief for chiidren : : :

First child 650 800
Second c¢hild TH0 800
Third child 800 800
Fourth child 800 800
Fifth child 800 800

r

ii) Tax relief for disabled children be increased trom 8400/~
to 51,000/,

iii)} Tax vrelief bhe.given for medical expenses in' respect of - .
: parents not exceeding $1,000/- per year. g '

iv) Tax relief of 83,500/~ for contributions to - EPF and
insurance premium be given to all taxpayers, whether single
or married.

These proposals are effective from the year of assessment 1991,

5. INCENTIVES UNDER THE INCOME TAX ACT, 1967

The following incentives are proposed :-

-A. Reinvestment allowance

{

. -0 -allowance for capital expenditure relating to expansion,
modernisation and diversification activities undertaken
by a manufacturing company extended for.another 5 vyears
until 3ist Decemhor 1995.

0 companies quallfylng‘ for reinvestment allowance alsgo
eligible for abatement of adjusted income for compliance
with the New Economic Policy.

Thia proposal is etfective from the vear of assessment 1991,

'
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TELTAR EAT 'I'E(i BeIVAS B
b. Investment overseas
. aigpoqord
o income earned from overseas investment and remitted bacdk

- awoilol uhopMalaysia.iwould :he abated«by«50%; 10ifat zaT (i

2559 wse$ividendnopaid thoom-tiax exempt income would be exempted
n from income gax for a period of 5 years after
commencement of operation and earning of profits.\

oL T 09, ahiv tut Aeiiod

© pre-operating expenses allowed as deduction for income
tax purposes. Coroasabligd o) Yaiied
#0f 1449 BEiddn 17 :
(Xhis proposal is effective from tlie iybanof issessment 1992,
g 40A Wiy i 47
C. Abatement of adjusted income for tiour!opeyatvts

G I¢E] B il v ET

0 full abatement of adjusted income is extended for
SAGOEZ moo) @0OYher three wyearsruntidl dlsi) Decbmber! 1ogmmt (i
E o OO0 N2 ol
D. Double dednction incentive for the following business
] 'r:*.~:aq.-n.Swtiinlti.‘.i._ﬂ:.u?-.‘rc;:*_q Eena e el asvip ad o Yajler zel {idl
Cawoay mnp SR000 JE safbenays il 2 lrereq
a)  export promotion o ) )
hag A or  saciledihaen el CASESTE e Fsiloer weT o {vd

alvain ioilede0 z1eEfain fexpensesyigpedifdédo:hyraghe2Ministry of

Finance incurred by local compinieshmpigticipating
in  local international trade fairs. : ‘
0L taamunonen o oansy sl st o svitanslle sas nlsnogqoyuy opedT

b) training

i} In-houge; andAexbaristitFadfingifdy *HARAHIoM ring®
industry
Lannieg e v fessak peiveflol ofT
- 1incentive available to manufacturing companies
in the productiomcsvadds umdedtaking? trafning
for upgrading and developing craft, supervisory
sioinsgrs. of priteiodnd s tieghuical wkidl requirement lis widened to-
aadsdiabon ealtreiindnedude; isnniasi b bas aoi Inairiobon
w6y & oamilose ol bebaalxza wasdqaoy paiozfusienss t EA
I o manufacturtingsficomphntie’d il ¥he production
stage’ undertaking training programmes
nalz  evaewolle  tasatosvdielatdng  pibio ) iproduckdvityiound © quality
wanailgmes tol saconi babaontrok imprevementiwoh prointit:
T Crsi et gimonsesd wad adi e
o new manufacturing companies undertaking

BRPT gissmgannr o cpeey cobtradning:rioom:t lerat thooosupe vigbry and

technical =kills contributing directly to
future production, ‘
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ii) Direct approval for training in  approved

institutions

o extended to all companies regardless of gize
in the manufacturing and non-manufdcturing
industries for training covering management,
technical and craft skills.

o only expenses billed by the respeétive
training institutions are entitled.

iii) Training incentive for handicapped persons

o expenses incurred in the training of any
handicapped person who is not .an-employee 5iof
the company, to enhance her/his employment
prospects. AT

This proposal is effective from the year .of
assessment 1992. . L epytd

tourism ‘ . R BT

o expenses incurred in the maintenance of sales
of fices overseas by tour and hotel operators.

This proposal is effective from the yeat of -
assesament 1991. '

Research and development incentives

approved research companies Or institutions .

o tax exemption of 5 years be given to approved
research companies or institutions established to
undertake research and development for a particular’

industry.

0 dividends received by the shareholders exempted
from tax.. ‘

o0 accumulated losses allowed to be carried forward - < - -
after the exemption period.

o . tax exemption of 5 years to new-technology based
firm. . )
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_for contrlbutlons 1n cash to approved
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research

. -  on expenses 1ncurred by companies undertaking
R ‘Use’ " the I30111t1es and services of
it T approved® reserach compan1es ot inatitutions.

SEMTEE MeUThis pFoposal g effectiveé " fiom the vear
. o assessment 1992
RIS fre i

L i nr

6, CII’ITAL ALLO'IANCE

L Dopep EN ey

Proposal : gz e

of

. Capital allowance for motorcars used- for business purpeses be
inereased from $25.000/- to $50, 000/—

This proposal is effective from the year of asséﬁﬁﬁ%ﬁ? 1997,
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TABLE 1
Comparison of individual income tax rates under the
existing and proposed tax structure
Existing Structure - I-[’l:;;)oﬂecl tmcr;.uve
Income Bands {5} - Rawtes_ i IncumB;]dqv(g}ﬁ *._M:_“I_I;ates
1 - 2,500 . 5% 1 - 2,500 B
2,501 - 5,000 8y 2,500 - 5,000 "
5,000 - 10,000 1% 5,001 - 10,000 10%
10,001 - 20,000 15% 10,001 -- 20, 000 12%
20,001 - 315,000 20% 20,001 - 35,000 17% ‘
35,001 - 50, 000 25% ' 55,001 - 50,000 2%
50,001 - 10,000 0% 50,001 - ?_0,000 2%
70,001 - 100,000 ° '35"6 70,001 - 100,000 3%
» 100,000 40% ? 100,000 35%
s 300, 000 + B%
ErT+

* EPT - EXCESS PROFIT TAX

{The rebate of $60 for ta‘q)dyer amd 830 for non-working wife will be r,mlfmed to
those having charyeable income not exceeding 510,000 .
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TABLE 11

Income tax payable under the existing and proposed tax structure

Chargeable Proposed Tax " Tax Payable ‘ Tax Reduction
Income Rates S " EBxisting Propnsed
s : s $
L - 0,500 4o the First 2,500 125 100 2% 20.0
2,901 - 5,000 7% an the next 2,500 200 C1Ts C% 128 -
On the Eirst 5,000 oo S 15
5,001 - 10,000 10% on the next 5,000 600 5o 100 167 |
O the first 10,000 92 m 150 16.2
10,001 - 20,000 124 on the next 10,000 1,500 1,200 g 2.0
On the first 20,000 2,425 1975 150 18,5
20,001 - 35,000 7% on the mext 15,000 1,000 2,550 450 15:u
Gn the first 35,000 i, 425 4,525 S0 166
35,001 - 50,000 22% on the next 15,000 3,750 3,300 TR
On the Eirst 50,000 3,175 7,825 s - 14 ,
50,001 - 70,000 27% on the next 40,000 6.000 5,400 660 10.0 .
On the first 70,000 | 19,419 13,223 1950 13.5
10,001 - 100,000 324 on the mext 30,000~ 10,500 RX B T X
On the first 100.009 25,675 22,825 2850 11.1
Above 106,000 154
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SECTION D

AMENDMENTS TC INDIRECT TAXATION

Amendments to indirect taxation was aimed at improving the’
agricultural and exploration industries.

The following measures were taken :

1.

Rubber and Pepper-Based Industries
Proposals :

i) Export duties bhe abolished;

. ii) Rubber discount scheme introduced in the 1985 Budget be

discontinued with effect from lst January 1991 ;

iii) Import duties on certain rubber products have been reduced
as follows :

Description : Present Proposed
: Rate Rate
- New Fneumatic tyres 50%-55% 30%
- Retreaded tyres 50%-50% 30%

- Used Pneumatic tyres 50%-55% 0%
Exploration Industries .
Proposala :

i) Export duties on all minerals whose present rates. are
between 10% to 15% be abolished. :

Thegse are as follows

0 Iron ores and concentrates, including roasted iron,
pyrites ' . : T

a Non-agglomerdted

0 Agglomerated

0 Tungsten ores and concentrates .

1) Uranium or Thorium ores and concentrates

0 Molybdenum ores and concentrates

(v} Titanium ores and concentrates-

o

Niobium, Tantalum, Vanadium or Zirconium ores and -
concentrates '
Precious metal ores and concentratés
Other ores and concentrates ;

Q

o

ii} Tin rebate schewe of 1981 be withdrawn ;
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iii) 0il wells under the Production Sharing Contract of 1985 be .
given exemption on actual cost oil up to a maximem of K0
per cent.

J. Cigarettes, Beer & Stout.

Proposals :

i) Excise duties on cigarettes and stout to be increased as
follows : ’

Degcription Present rate Proposed rate -

- Cigaretteg including -

‘filter tips . § 9 per kg $ 13 per kg
- Beer and ale ” L
o not exceeding 10% § 20 per 5 25 per /
spirit ) decalitre _ decalitre -
o others +§ 21 per . § 26 per.
) ' decalitre decalitre -

- Stout and port. .
¢ not exceeding 10% C !

proof. "8 120 per S 125 per
) decalitre decalitre
o Others § 21 per - 8 26 per

decalitre decalitre
4) Protective Tariffs.
Proposals:
i) In line with the review of faritts for more competitive
market, certain protective tariffs were reduced and/or
abolished. They are as follows : . ' C

Description ‘Present rate Proposed ratés

a) Communication &
calculating machines

0 Calculating machine 30% NIL

o Communication :
equipment h% - NIL

0 Telephone Answering . . ©
machine 50% 0%

b}  Products protected for
more than 10 years :

o Embroidery . 50% 30%

© Blankéts 55% 30%
o Food stuff . - - 20%-30% 15%-20%

N =

Il
. R
. L i
Fl
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c) Furniture 40% 0%
l d) Other products.
: o Cosmetic - 50% 30%
l o .Shaving preparations 55% NIL
; ¢ Animal feed 13% ) 10%
¢ Cocoa beans - 0% _ 15%

Sales Tax and Service Tax Act

In order to simplify the collection and payment of Sales and
Service taxes, the period for the payment and taxable period of
these taxes is extended to tvo calendar months instead of
monthly as is the present practice. : T

—-
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SECTION F
2?;9' . SYNDPSIS AND mmm ’
PARTICULARS ’ 1985 & 1986 1987 & 1988 1989 & 1990 DIGET 1991
1. PERSONAL TAX
a} Tax rates

~ Income Tax 1985 : 5% - 4% ) - i
1986 : No Change No change No' Change Tax rates range from 4% to 15%.

- Development Tax 5% on income from business ¥o change 1989 : Abolished gredually | Reduced to 3%
ard letting of property starting with a :

reduction of 1%
. (v.e.f ¥/A 19&}1
o 195 : Redued to & veeut
/4 199,

- Exeess Profits Tax 5% on taxable inome in No change No change Abolished

excess of 5300,000.
b) Separate assessrent of 1985; Restricted to eoploy] No change - Mo change Incore fram all sources

wife's incone _ ment, pemsion and

1986: Optianal retirement No change Fe chaxe . ) Incere from all sources allowed
for wife allowed for for separate assesament,

scparate assesament.
¢} Tax exaption -
4 - Gain or profits 1985: Gaine or  profit
accruing  on 8
deposit of wp o
$5,000 for a calenr
der year m any
savings acommt with
Bank Islam Malaysia

Berhad.
1986: No change No change No change ' No change
_j - Pensjons ' 1985: Withdrawn for persons ‘
with multiple per

sions  except o : . )
. ) . highest pensien. * .
N ; v . | 198: Mo chax " Mo chve Nocage | S | Modunee I f .
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PARTIQULARS 1985 & 1488 1987 & 1988 1989 & 199 BUEGET 1991
d) Exemption on oorpensation 15985: Limited to 52,000/- (1987: Limited to 54,000 No change Yo change
for loss of eaplowment per camplete vear per coaplete year of
of service. service.
1988: No change 1988: No chage
e} Deduction of tax from As directed by DGIR 1987: Coupulsory for tax No change ¥ change
salary/remmeration : liability in excess 0
of $500/-
1988; No change
f} Withholding tax on interest | 1985: Nil No change 198%: v.e.f 1.1.1989 inte- | No chamge
. . ' rest earned on fixed -
1586: Interest on F.D for deposit will be sub-
N less than 12 months- ject to B% final
5% withhalding tax withholding tax - ex-
(€imal tax). cept for savimgs .in
Bank Simpanan Nasio-
nal and Lembaga Uni-
san Dan Tabung Haji
1990: Ho change
g}  Savings accoamt in:- 51,000 1587 : §5,000 {v.e.f Yo change No change
Bank/Financial or other Y74 1988)
institutions — Exempt limit
1988 : No change
h}  Prize Money received by Tax at individual tax rate Ko charge 1989 : Mo change ¥o change
professional sportsmen for local sportsmen amd :
sabject to 15% withholding 1990 : Exempt from income
tax for foreign sportamen. tax w.e.f Y/A 1950,
i} hild Relief
- 1st child S650 Mo change No change Uniform rate"of $800 for 1st to
- 2nd child 5750 5th child.
- 3nrd child $800
- 4th child 5800
-+ = 5th child $800
3} Wife relief 52,000 Yo change No change Increased to §3,000.
K EF ontribution and $3,500 shamd hetveen t.ax- No change No change $3,500 a}lowable to each tax-
. . insurance premimm reliefs paver an:l Spouse. - - T - : payer and spouse.

21
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PARTICUIARS 1985 § 1986 1987 & 1988 1589 & 19%0 BUIGET 1991
2. (DRPFORATE TAX
al  Tav rates
- Inome tax 0% 0% 1989; 5% No change
- Developmnt tax 5% 5% 1989: Abolished gradually Reduced to 3%
starting  with a
reduction of 1% (v.e.f
Y73 1990) .
1590; 5% _
Reduced to 4% from ¥/3
1990
B Withholding tax on interest | 1985: 15%
pavments o Foreigrn Ioans 1986: % ¥o change Mo change No change
¢} Insurance
i) Export credit insurance | 1985: NIL Mo change Ko change Ko change
Premiums 1886: Pouble deduction ’
alloved on premium
pavrents
ii) Life irsurapce - Deductible expense 1987: Not deductible vhere No change Ko change
Camission paid gross pretiums recei- *
vable for Y/A 1986:
850 w.e.f Y/A 1588
»510m - <S50m w.e.f
Y/R 1990
<510m w.e,f. Y/A 1992
1988: No thange
- Gross reveme NTL 1987 Nil Mo change No change
1988: Allewable deduction
of 2% an the balance
of revemue acomnt at
the end of basis pe— |
riod w.e f Y/A 1988.
d}  Approved reverme research NIL 1987: Double deduction on %o change .| No change
expenditure approved expenditure,
. 1988: No dhange
e)  Payment of incame tax 30 davs Erum date of ser- ] 1987: No change - %o change No change
vice of notice of assess- |1988: Compulsory tax ins-
went . . talment w.e.f 1.1.89
a5 directed by IGIR.
f}  Dividends received Tax at soure 4% No change 1989: Tax at & @ 35% No change

1990; H change )
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PARTICULARS

1985 & 1986

1987 & 1983

1989 & 19%

BUDGET 1991

gl Entertaiment expenditure

h  Bomus Restriction

1585: Allowed as a reduc-
tion to arrive at
chargeable inccoe
(both Individuals
and Companies) if
incurred wholly and
exclusively in the
production gross
income.

1984: No change

1985: Maximm of 51,000 or
2/13th of anmual
salary vhichever is

" greater.

1986: No change

Yo change

No change

1989: Entertairment ex-
penditure/allcwance
disallowed as expen-
se In arriving at’
the chargeable in—
oone, except:

" 1) entectainment given
to enplovees;

ii} entertaimrent pro-
vided bv a usiness
for pasment where
the nature of busi-
ness is (9 provide
entertairment for
payment .

iii) expenditure an pro-
metional ¢ifts or
samples.

iv} the provision of
entertainmnt  for
ouitural or sport-
ing events open to
members of the pub-
lic, wholly to pro-
mote the business
of that persch.

1950: Yo change

1989: Maxitamm of  §2,000
or 2/12th of ammal
salary plus  any
additional sum which
ghall not be wmore
than twice the per-
centage increase in
the company's
amrent vear's net
profit before tax
when conpared to the
previous vear's net
profit before tax.

1990: 3bolished.
However bomms  paid

are ject to
%tiﬁg in H.ET

¥o change

No charge
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1987 & 1988

BUDGET 1931

truction equipment
withdrasm,

| PARTICLLYRS 1985 & 1986 1983 &19% ",
i} Free air passage for tax- | 1985: Restriction to ¥AS ¥o change 1989: Expenditure on free " No change
payer and imwediate family or tickets issued " . passage be disallow- oL
o ' by MAS. - - ed as a deduction to
" 1986: Yo change but res- the employer = tut
triction removed. continee to be tax
’ exeapt in the hand
of the recipient.
1990: No change
j}  Overseas promotion to hotel NIL XL 1989: NIL Double deduction extended to
& tour operators 1390: Double deduction maintenance of overseas sales
allowed on certain | offices.
expenditure w.e.f
Y/A 1991,
X)  Approved traiming expenses NIL NIL 1989: NIL
for tourist industry 1990: Double deduction
. allowed on approved
training w.e.f ¥/4
1951,
1}  Tours operators - Abatement XL NIL: 1989: KIL .
of adjusted income. : 1990: Full abatement if Extended for another 3 vears
: ' group tours from over-| wmtil 1993,
seas axgeed 500 U -
tourists. i
3. CAPTTAL ALLCMANCES
a)  Industrial building 1985: Extended to building }1987: Fotel business carried Yo chamge - Yo change
allowance . approved for indust- o by pioneer company
rial training, lecen - Hotel bailing of -
ced godewns and apptoved stadard in
stores -foff export. Malaysia. Extending
- : or mdernising an
1986: Abclished for mamyx- existing hotel build
facturing sector. ding to approved
o standard in Malaysia.
1988: No chamnge.
b}  Accelerated depreciation 1985: Initial - 20% ¥o change 1989: Expired and mot ex- ¥ change
allowance (ADA) . Amual - 80% . tended. :
| A for heavy cons- 1990; Expired.

. 1 . - - . ) . .
L al " b . P -,
- - = EEEE P - . - - e e mr me e mims erabEs foa syt : T - .
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PARTICLLARS

1585 & 1985

1987 & 1988

198% &-15%0

BUDGET 1591

¢)  Construction of public road
by private sector

d}  Motor vehicle qualifying

" limit

e} Rent paid on hire/leased .
of motor vehicle qualifying
Limit

£)  Reinvestment allowance

PROMOTICN OF INVESTMENTS

Imestment Incentives Act,1968

was repealed w.e.f 1.1.B6 and
was subsequently replaced by
Pronotion of Investmest Act,
1386 (PIA) w.e.f. April 1986.

"1986:

1986: Extended to vear
1588 cheavy construe-
tion exripment does
not malify for this
aklowance)

Initial - 0%
Anmual - 0% (w.e.f
Y/1 1987

1985: NIL

1985: Construction casts
of public roads wn-
der privatisation

. Pprograme to bhe

¢ treated as qualify-

A ing building expen-
diture
Initiat - i%
Armual - 6%

1585:
1985:

1985:

525,000
Ne change

$25,000
o charge

1985: Capital expendibupe
incurred from 1.1.
1919 to 31.12.1988

at 25§ rate.

1985: Y/A 1985 and prior
_years: Investment was'
Incentives Act, 19€3.
1986 onwards: Premotion of
Investment Act, 1586

. -{PIA} w.e.f. April
1986, . e o e

|1588: Period extended to

Mo chamge

Mo change

1987: No change

31.12.90. Rate increa-
sed to 40% for capital
andlit : "
on or after 1.1.1988.

So change

No change

!io_d'napge

bo change

%0 change

Increased to §50,000

Increased to $50,000

Extended for another 5 years

wmtil 31/12/95. Scope expended

to the following copanies which

incur capital for the following

purposes :

- mxdernisation and upgrading
of production process.

- products diversification.
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BTGET 1991

PARTTCULARS 1985 & 1936 1987 & 1968 198% & 190
a) Ruhber based industry 1986: Increased by 15% No change No change No change
)  Pioneer status 1886: 5 years 1987: 10 vears for specific ¥o change Xo change
. . industries.
1988: No change
c)  Abatenent of adjusted income| 1986: Abatement of 5% of | 1987: § years of assesspent %o change Yo change
for compliance with Govern— adjusted incore. fram the year in vhich
ment policy the Co. is first given
the zhatement, -
1963: Mo change -
d) Incentive for construction
cumpanies NIL NIL 1989; - No change
- i) inccme earmed  from
A overseas onstruction
project and pemitted
back to Malavsia be
abated by 50%. Divi-.
dends paid out of the
tax exzmpt  incooe
will alss bhe tax
exerpt.
ii} applicadble to pro-
Jeots implemented
from Budget Day to
1993 and vhose income
is  brought back
within 5 years frem
oimmencenent of the
projects.
1990: No change
&) Incentive for rattap and 1986: NIL, No change 1989: No change o change
wod based infustries 1947: Eligible for incen- 1990: Rigible for incem- '
tive if export sa- _tives if export sa-

lesamﬁmormm.

~ lea are 6% or more
provided 51%  of
equity is owned by
Malaysian, -
For Sahah & Sarawak
there are additional
incentives.
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" PARTICULARS

1985 & 1986

1987 & 1988

1989 & 19%

BUDGET 1991

f) Incentives for Overseas
Investrents ’

g9  Incentive for Export
Promotion

W Incentive o tradning -

a) Imrhouse and external
training for manufac-
turing industry

NIL

NIL

NIL

Double dedwction scheoe
for mamufacturing indus-
try. :

¥ith effect From Year of Assess-
et 1952; .

il 50% ahatement on the pemit-
tance of incoe earmed. from
overseas., Dividend paid from
the faX exeopt inome would
also be exerpted from income
tax. The exespticn is for a
-period of five vears after a
copany oomences  operation
apd earns profits.

ii) Pre-operating expenses such
as cost of market tesearch
would be allowed - as a
" deduction for inoame tax
RICposes. .

Double  deduction for certain
expenses to local companies par-
ticipating in intemational trade
fairs approved by Ministry of
Intermational Trade and Industry.
Proposal  effective from Year of
hesossment 1992, .

Dooble deduction extended o
cover ’

a) Mamfacturing companies  in
the prodquction stage
undertaking training prog-
rame relating to productivi-
ty.and quality control impro-
vement,

b} New mamufacturing ocmpanies
wdertaking training oo craft
supervisory and  technical
skills coptrihuting directly
to future productions. .

" v ¢ - .
B PP e - e o= - P, . o N - .
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PARTIQULARS 1985 & 1986 . 1987 & 1988 1989 & 1990 ' BUDGET 1991

b) Pirect Approval for Train- | NIL NIL ML ' i) Widen to serve the needs
ing in Approved Institutian . : of all industries.

ii) Only expenses billed by res-
pective training institutions
are allowable on claine for

dauble deduction.
¢} Training Incentive for L NIL ' JNIL _Double deduction on - expenses
) Handicapped persons. ) ' incurred in training of oy har |
. . dicapped person not an  emplovee

of company approved by Ministry
of National Unity and Social
Development. Proposal effective
fram Year of Assessment 1992,

i) Tncentive for research and 2. NIL NIL Applicable to aproved research
- development . corpanies institution:-
i) 5 Years tax exaption on tax
for dividends received by
the shareholders as well.

ii) Aoomidated losses allowed
to be carried forvard after
the exenmption peried.

\ 1ii} Double deduction for cash

iv} Dmble deductions allewable
m expenses incurred for the
use of this facilities and
services. :

¥) 5 years tax a@ptim for
new technology based fimm,

- - ~_' : ’ : : Proposals effective from Year of

B ; ' Assessment 1992. .
5) REAL PROPERTY GAINS TAX . : ' , - _ - : :
a Pamptin _ [1985: Lemd belonging to 2 | 1987: Ko change ) No change No change
R ) ~ deosased parson in 1988: Additional exemption . .
settlement of estate _ for cross transfers ©
duties up to the ex- betveen co-proprietors.
" . tent of estate duties . -

1886: No change




1985 & 1986 -

BUDGET 1991

PARTICULARS | 19874198 ° 1089 § j990° 7
1) Resident oaany rate: | 1985 Scale from 40% to 5%| 1987: Scala from 20% to 10% " do change " Mo change
- - i over a period of six over a periad of four T :
years. . 5% from the years. 5% from the '
. seventh year omwards | . fifth.year onvards.
1986 Mo change 1983: Po change :
cl l}im-residmt oampany - " ; ST '_ , : ’
rate: 0% - -1 1987: Same as resident- - No change No charxe
. 1988: Mo change : - .
&  Resident individual rate: | 1985: Scale from 40% to 5% | 1987: Scale Eron 208 to 5% No change " ° Mo change
: over a pericd of gix over a period of five : .
vears. Ixempted in vears. Exempted in
the seventh year om— the sixth year on-
1586: No change 1588: No change .
e} Nor-resident rate: 1985: 40% 1987: Same as resident Ko change . Yo change
19862 No change individia} | o :
. 1988: No change ) ) o
" f) Dispoeal of shares ) 1989: Subject to KRGT No change
: w.e.f Bxlget Day. . :
1990: No change :
{for conpanies) - . .
Buoess préﬁt tax ) ' ' ‘ y i
i} Concept of shareholders' 1985; In existence NIL NIL o dunge.
furds 1986: Withdrawn '
i} Franking limit 19852 $200,000 . 1587: Mo change S S
1986: 52,000,000 - appli- |1988: Abolished w.e.f ¥/A No change No change
cable to resident 1968 .. L
and von-pesident ' '
persons.

-4 Y L : B " . . . X k - . . .
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between 3%-20% for

foodstuff, househald

inputs, phargaceuti-
product and

cal
agricultural inpats.

- Abolition of surtax .’
- proposed for certain
* foodstutf, household
gools and agricul-

" tural inputs.

PARTTICULARS 1585 & 1986 . 1987 & 1988 - . 1989 & 1990 . . BUDGET 1991
. SHARES (LAND BASED (LMPARY) -
TRANSFER TAX ACT 1984. _ _
a) Rates 10% 1987: % 1089; Repealed w.2.f Bod- %o change
» - : Conditions stipulated -~ get Day. Gain on .
under the new section disposal now subject -
1, . to RFGT. - -
N . 1938: Ne change 1990; No change
B Exeoption umder Section 4A NIL 1987: NIL ' 1989: Repealed - taxable %o change
. 1988: Pxerption granted vill under RFGT
be witthdrawn if fail . -
to cemply with oondi- | 1990: No chamge
. timns stipulated under .
E Section 4 within the
2 "pericd of 3 years from| -
_ date of approval.
TMRORT EXCISE DUTIES AND SURTAX
a) - Rationalisation of import | 1,300 items consolidated Yo change 1989: Import duty reduced No change
duty and surtax. - M Valoren rate instead between 20% to §T% :
. o of cpecified rate, on certain mamifac-
1590: G O:II'DG!EI'It for
locally  aszsemblal
“lorTies & @ luses
© exapted from import
& exrcize duty.
Toport duty *reduced No change
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PARTICULARS

1985 & 1986

1987 & 1988

1989 & 1590

"BUDGET 1991

b}  Rates _
. .i) Rav materials and
8 oxmponents
9. SALES TAX

Ca)  Rates

1985: No change

1986: Certain items quali-

fied for 2,

i} Building material not
qenerally used for
. low cost housing

i{} Exenption for ready

fade jewellery

1987: List of items mualified
for 2% are further re-
1988: Mo change.

198T: No change except for
cigarettes and li-
quor - 15%
1988: Reimpoced
5% on [oodshuff,
building materia} amd
" semi processed goods,

“1987: No change

1988: 10% on other gocds
which are mot basic
© mecesgities. |

Excise duties redu-
ced between . 55%-20%
for ratches, light-
ers and refrigera-
tors.

" Excise duty on motor
cycles mot exceeding
150cc "reduced from
20% to 10%.

Ebcénption'or import
duty & surtax for
sports goods.

Inport  duties of
spare parts Lo be
baruemised -
import duties of
finished goods.

vith -

Increased excise duty im .
- Cigavettes by $4/kg. ~
_ — Beer/Stout by §0.50/1litre |-

Xo change

1989: o change  except
additionally imposed
‘o other food-
stuffs and build-
ing materials,

19%): Ko change- |

1589: No change except
. additionally impos-
ad on certain video
cagsetla tapes,

1990: No charige
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PARTTQULARS BTN BT & 1986 " 1987 & 1988 1989 4190 - BUDGET 1991 .
E B Bxeption - N = o] 1087 vt sub]ect tosales [ - 198%: Nochange© - - | No chance o
- T - © o tax . A IR . o T
Lot ) | ’ . 1) mamufacturers of 19%0: Further evempticn for
T o _ : : - exempted goods, following goods:
C - : ii) persons exempted |- - . . N
frum licensing, . Pestervare sold to - ' oL
. T © . tourist. - : .
1988: Withdrasn except for Concrete building -
raw materials and material & sawn tmber
-, components manufac- . Meat. .
tured for export.
10. SERVICE TAX _
2 Rates on tawble gools ant | 1585: 10 ' Yo change 1989: ¥o change Mo change
© ' setvices . '1990:Certains;ortsgoods__ . .
: | 19862 5% .
b Evemption levels | SR 1989: 6 roams and below No changs
. * (fotel Industiies)
© 1990: 25 roams and below
5 : . , . (Hotel industries)
a) Stamp duty: ‘ _ ' )
Corporate bonds at ) o _ o -
time of issue ' 1988: 0.5% 1989 Evempted No change
time of transaction ) 0.1% 1990: ko change - '
time of transfer . 0.5,
b Share ad property wt | 1985: 18 for wilisted ard Mo chiange 1989: No change ' Yo change -
: trust - . 0.3% for listed, . : 1990: Evempted w.e.f 1.1.50 .
o o 1386: Mo change :
‘o] Certificate of deposit 1985: §1.00 - %o change ' 1989: ¥o change
- : 1386: Yo change ' 19%0: Abolished w.e.f. 1,1.90 - No chamge
12, AGRICULTURAL' SECTOR '
‘Detuetion for capital expenditure . 1985: Expenditire be allowed Xo change
on approved agricultural projécts| - 4 a deduction from
. : . : aggregate income (w.e.f
¥/A 198%)
H
19%0: Mo change

-——-------T"t-—b—-—“--
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PARTICULARS ] vsse1ms - 1987 & 1988 . 1989190 . BUDGET 1991
1. mmwsmmacnsm | _ -
3} Transfer fee frop individual : 1987: 300 | 1989: Mo change T Ko change
Lo oompany | - 1988: Mo change 1990: Rexduced to $100 a
b Motoreyele - Road Tax 1987: 250ce - 500ce 1989: No change % change
o . - §I50p.a 1990: 250cc to 500cc L
> S00cc - $0.50 5100 p.a
. . per ¢, . . 1500 ¢ - Flat rate
s, 1988: Ho change $130 p.a : _
€)  Buses and lorries omed by - 1987 Average 51500 p.a 1983: Xo change - No change
dnvmg school - for buses 1399; Flat rate $600 p.a
' o . §5300 p.a for :
lorries
. 1988: No change
WeBport Dty - . o o | .
‘@) Rbber and Pepper | .. | Bgort duty inposed Yo change - 1 Yo change . Abo)ished
B AL Minerals Bgort duty imposed Mo change . -No change Abolished
¢ Cnude 01 o Exemption of 20% on cost . ' ' -+ Maxdzun of 50% exexption co
- . . | edl Ne change o Ko change ac_tual st oil,
@ Rubber Discamt Scheme | Discoumt of 20 sen/ky | ' '
' -+ { the pachases  of Jocal
Tubber wsed to mamfacture
- : - | products for the export
! o ST market., . _ o
©) " Tin Rebate Scheme . | pebate of §700 per ton o chamge Yochange | withdram.
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Summary of Revenue and Allocation

‘Btatistics

Bource of Revenue:
Income tax

Borrowing and use
of Government asset

"Indirect taxes &

duties
Non tax revenues

Total.

- Budget Allocation:

Operatipg expenditure:

Emolument, pension,
. gratuity ’
Debt servicing
charges '
Supply & services
- Grants

.7 Other expenditure

Dévelopment Expenditur

Economic

Social

Security
Contingency reserve

32

SECTION F

General administra-

tion

. Total

1990 1991
5 ]
8,385 11,439
8,819 8,920
8,785 10,337
7,416 7,758
33,405 38,474
9,921 11,562
6,714 17,318
2,973 3,769
1,304 1,336
3,240 5,055
24,152 29,040

e;
5,211 4,562
2,639 2,078
735 1,722
101 800
267 272
9,253 9,434
33,405 38,474

N
ALJEFERL SDN. BHD.
Percentage Increase/
of - - (Decrease}
Total - in Dollar
11990 1991 Value '
% % %
25.1°  29.7 6.0
26.4  23.2 1.4 ’
26,3 26.9 17.7
22.2 . 20.2 4.6
15.0
29.7  30.1 16.5
20.1  19.0 9.0
8.9 9.8 26.8 y
3.9 15 2.4 o
9.7 13.1 56,0
15.6 11.9 (z.5) - ..
7.9 5.4 (21.2) -~ .
2.2 4.5 134,00 .
1.2° 2.0 99,0
0.8 0.7 1.9
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Revenne S o

.The total estimated revenues and receipts for 1991 has. increased

by 15% to $38.474 over estimated revenues for 1990.

~ The revenues from direct taxes are projected'to,increase_hoth in

absolute ' terms and as a percentage of total estimated . revenues .

{1991 - 29.7; 1990 - 25.1).

This increase is expected to result in a marginal reduction in
borrowings; the reduction is in relation to total revemues.” In

" absolute terms there is an expected marginal increase-. of about

1.4%,

'Accounting for an inflatidn rate of about 3% over 1990'pricés the

actual increase in tntal revenue should be about 12%. .

Expenditures
Total expenditure is projected to increase bf about 15%.

Development expenditure in relation to total expenditure is

"projected to decrease by about 3%.

In absolute terms there is a decrease in economic allocation by
12.5%, in social allocation by 21.2% and these are compensated by
increases in security and other developmental allocation.

A major portion of the projected increase  in operating
expenditure -~ is  contributed by substantial increases ' in
emcluments, -supply & services. Supply & services expenditure

~include expenditure on maintenance, repairs and replacement of
equipment. ' : ' .

Debt servicing charges although has increased in absolute terms, .
has decreased marginally as a percentage ~of total allocation .

suggesting the ability of the economy to cope with  loan -
repayments. ’ '

Analysis of Changes

The increase in direct tax reventes may be due to expected
increase in taxable income and is in spite of concessions given -
in the current budget. This increase indicates an expected -

improved econocmic performance translated in terms of increased

profits.

Similarly the increases in indirect tax revenues may be partly
due to increases in levies on items such as cigarettes, beer and
stout, partly due to improved performance in the manufacturing
sector and also due to increased imports, The . increase in

_ imports is not a healthy trend and import?subatitutiqpsjshoulq be - i;z
. encouraged.’ R : R A A
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4

3. Government - exenditure excluding debt ° servicing charges- ‘is
+ _expected . to increse substantially; a major portion will trickle
down to the individual. This may have an adverse effect on prlces
51nce it may result in demand. push 1nf1ationary preasures. I

"

4, . Development expenditure ‘on economic and social services aré
expected to decrease. The Government's strategy. to " sustain”
economic growth is based on 1ncent1ves to the prlvate sector and
not on direct government expendlture. : o '

5. - Bconomic - expendlture 1nc1ude _1nfraatructure development
comprising nev highways, rural electrification and ‘water:
projects. - Although overall economic expenditure has decreased,
the expenditure on infrastucture is expected to increase in .-
absolute terms indicating the Government's commitment towards the IR,
industrial and agricultural sectors. -







