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1998 BUINSET  STIMMATRY

Thig iz the twelveth year of our firm's tradition in the presentation of the
Budget Summary on the budget day itself. We are happy to once again furmish
for your appreciation our summary and synopsis of the 1995 Budget Proposals.

This summary is based on the budget speech delivered dy the Honourable The
Minister of Finance, Dato' Seri Anwar Ibrahim to the Parliament on October 28,
1994. In compiling this summary we have concentrated on those matters which we
consider to be of importance or interest to the readers. Our SYNOpPsSis
comprising particulars of budget proposals on a comparative basis aver a
period of seven years together with the summaries of the taxation amendments
affoerds an opportunity to the readers to assimilate information useful to
them.

The summary is divided into the following sections:

BECTTON PA GE
A Foreword.énd Executive Summary ' _ 2
B Highlights . : B
c Sumnary of Amendments to Direct Paxation ' 1D
D Sumnary of Amendments to Indirect Taxation 20
E Synopsis and Comparizon . 25

F Summary of Revenue and Allocation ' 58
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BECTTION A

FOREWORID AND EXPECIITT VR SOMHARY

1994 was another success story for Malaysia. We achisved an 8.5% growth rate
which is among the highest in the world. For seven consecutive vears, our
growth rate did not dip below 8%. Our per capita income of RM8,856 faired A%
better than the target of BRMB,350. We achieved full employment. Our
unemployment rate is only 2.9%. We not only achieved a balanced budget but ou

surplus also increased by another RM637 million, Likewise our international
reserves can noWw finance 6.7 wonths of retained imports. The ringgit is new
strong and stable. Inflation was well contained at 3.7%. The Federal
Government debt service ratio is at an all time low at 1.5%. The manufacturing
sector's contribution to GDP increased to 31.5%, and as Malaysiang we feel
proud that Malaysia is ranked as the 19th largest trading nation in the world.
This is by no means a small feat. It can only be achieved when we have capable
ieaders at the helm of the economy. The Honourable The Minister of Finance,
Dato' GSeri Anwar Ibrahim has ably performed this role. We must therefors
congratulate him once again as we did last year. 1994 undoubtedly was a good
year.

Signs indicating that Dato' Seri Anwar Ibrahim is not satisfied to rest on hiz
lauzels can be seen when he delivered the 1595 Budget in Parliament on October
28, 1394. This is his fourth Budget and the best so far. It is comprehensive
and it benefits almost every individual Malaysian.

This Budget will instantly make everyone feel that the Government has given a
further meaning to the concept of a caring society, They have embarked
progressively to upgrade the standard of living in the rural and urban areas,
increase the quest for Kucwledge, strive for technological competence and
enhance the appreciation of the arts and culture.
BALANCED 1995 BODGET
Dato' Serli Anwar Ibrahim has the distinction of achieving a balanced Budget
for the third consecutive vear. The total operating and development
expenditure is expected to amount to RM48.798 billion against an expected
government revenue of BM47.641 billion.
1995 BIFDGET QOBIECTIVES

i} To sustain strong economic growth with low inflation

i1} To develop skilled manpower

1ii} To build a progressive and balanced society
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CORPORATE TNCOME TAN ANI CHNUVESIDCMENT 5O SRS

In line with the reduction amnounced in the 1994 Budget, the corporate income
tax rate is reduced to 30% with effect from the year of assesgment 1995. This
wlll create a condusive business environment and investment climate. It will
also encourage industrial and commercial activities in *he country.

PERIJONAL INCOMNE AN

For the higher income group, the maximum income tax rate has been reduced by

. 2% to 32%. Similarly for the lower income group, the minimm income tax rate

of 2% has been abolished. The tax rebate for the lower income group has also
been increased from RM90 to RM110 for the taxpayver and from RM50 to RBM6D for
the spouse. The tax allowance of REM80C per child is no longer restricted to
five children.

This means that an unmarried individual earning RM1,340 or less per month will
not be payving income taxes. It also means that a married individual with a
non-working spouse and one child earning RML,860 or less per month will not be
subject to tax. The non-taxable income band will increase to RM1,300 if the
taxpayer bas three children and it becomes EM2,130 if he has eight children.
As a result of which 380,000 taspayers will now be erempted from income taxes.

DEVELOPMENT PROGRAMME BFOR THE £
ANT> LOW COSST HOUSING PACKAGE

The government has committed to provide low cost housing for the hard core
poor. Towards this end, the low cost housing programme will be boosted by an
addition of a new revolving fund of RM1 billion making the overall total
allocaticn for low cost housing to be RM2.6 billion.

ITNE LA LN

In controlling inflation, the govermment has encouraged the improvement in the
production structure, lower the cost of production and promote competition.
Cne of the ways is in the abolition or reduction of import duties on more than
2,600 items comprising food products including feedmeals, housshold items, raw
materials for manufacturing and many others. The excise duties on lorries,
lubricants and all types of tyres are also aholished to reduce marketing cost.

In the government's efforts to step up local supplies, the fund for food has
been increased to RMA00 million to encourage the private sector to increase
the production of agriculture products and livestocks.
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PROGERESSIVE AND BALANCED SOOIV

T¢ stimulate the quest for knowledye and 1o inculcate the habit of reading, in
addition to the tax exemption given Lo companies last vear, individuals who
oind the establishment and squipment of public libraries including education
centres and reading rooms in the rural areas will be extended tax exemption wp
to RMZ0,0C0.

To instill the required posgitive values to the wvouths, the government has
introduced programmes such as the youth friendship vision and sports
cevelopment. These programmes will cost Malaysia RM433 million to be funded by
both the govermment and the private sectors.

DOMEST I DMNWES THEN T

Te maintain rapid growth and increase the productive capacity of the BCONCHY ,
emphasis will be accorded towards promoting foreign and domestie investments.
A domestic investment fund of RM1 billion has been seb up by re-organising and
consolidating all existing funds and financial assistance programmes for the
industry. The purpose of the fund is to encourage domestic investments
particutarly in small and medium industries, modernisation, research and
development.

STRENGTH OOF YTHE [RIMNMCOSTT

The government is contirucusly striving to increase its internaticnal reserves
which stands at RM81.7 billion. This iz done so that the ringgit can remain
strong and stable. To achieve this, the government intends to liberalise the
exchange control rules. Foreign currency accounts with authorised banks in
Malaysia are now made possible for selected organisations and individuals.
Operaticnal headvuarters of foreign companies esnjoving special tax incentive
scaemes when established in Malaysia is now extended to locally owned
companies. Malaysian companies investing overseas can now fully remit their
lncome into Malaysia free of tax. Foreign re-insurance companies are
encouraged to operate from Malaysia. While imports of goods into Malaysia are
preferred on iree on board {fob} hasis, exports of goods from Malaysia should
be on the terms of cost, insurance and freight [cif).

BONOS FOR CIJVIY,. SERVICH

As a mark of appreciation to the civil service, a bonus of one month salary
or a minimum of BM600 amounting to RM1 billion has been set aside.
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MANEBPOWIETL SSFORTACE

The country's unemployment rate is now at 2.9% level. It is believed that we
are now in a situation of full employment. However with continued rapid
economic development, this situation can easily degenerate into an over-
employment. situation. Presently it is quite apparent that thers are more jobs

‘than there are people that can fill the vacancies. In other werds, we are

actually facing a labour shortage, including skilled and professional work
force. As a result, the level of wages far exceeded the level of productivity.

In recogriising this situatlion, the Government has embarked on several measures
which include the upgrading of the existing vocational schools inte technical
schools to ensure that the training is skill oriented; quick emplacement of
school drop outs from the rural and remote areas into special skill training
institutions; use of the latest technology as a form of labour substitution:
and provide tax incentives To the private sector to increase their involvement
in technical or vocational training programmes. While we support these
measures, nevertheless we believe that they represent long term solutions.
They do not, however, address our immediate needs.

ZONCLOSOTON
Malaysians must now move with a positive mind to exploit the opportinities

given in the 1995 Budget. Only this way can we ensure that growth is sustained
and transform Malaysia into an industrialised nation 25 years from now.

for ALJEFFRI & CO.

Sved Amin Aljeffri
Managing Partner

L
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HYGHL T GRS

BEDOCTITON OF THCOME "“PAY BRATES FOR TNDTV IO LS
— MAXTHOM RATE BREDIFCHTY FOM S34% T 32w

- MINIMUOM FRATE OF 2% ABOY.T ST

REDUCTION OF TNOOME TAYX BRATES FOR
COOPERATIWVES

— MAXNITMOM RATH REOOCHRD BFROM 34% TO 22% O
CHARGHEARBLE INCOME EFEIXCEEDING HESOOD , 000

w— REDOCED BETWEEMN 1% TO 2% O CHARGHABLH,
INCOME IL.ESS THAN $S500, 000

- INCREMENT TN HELIEF OF MEMBERS FUND B ROM
2= T B

REDUCTION OF WITHHOLDING TAXES

-~ FROM 20% TO 153 ON THTERESYT PAVMENTS

- FROM 15% WO 10% ON TECHNITCAL FEES AND
ROY ALY

EXEMPTION OF INCOME FROM OVERSEAS

- REMTTTANCE OF TNCOME RO TNYESUTME NS
OVERAEAS BY MALAYSIAN COMPANTES

(excepting income from Ranking, Insurance, Sea and Air Transport
Businesses)

TNCREASE IN TAY REBATE ANIY CHILD RETOTER

— TAY EEEBATE

TAEZBPAVYER FROM S50 'O $SL10
SPOUSE FROM 350 9O H&0

— CHILID RELTREF BEMTEMIDED T AYT, CHITOORIEN
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BODODLTITONAL TAY IIHBATE FOR DYSABLED PEREBONS

— DISABLED TARXPAYER =25 , 000
o DIBABILELDD SEBPOUSEHE 32, 500

THCENTIVES FOR LIFEFIFE INSURANCE AND FAMIY .Y
TAEAPFOL BUSITMNHRSS

- AN O EINVESTHENT ITHNCOMBT AND CARPTITAL. GAIN
REDIJCIED TO 8%

- IBNR CLATHME FULLY DEDUCTIBLE FOR THCOOME
TAE PORPOSES

ABOLYSHMEMT OF ITHMPOR'T DITTIES ON SEVERAL
HEAVY MACHINERY TTSED IN THE CONSTROCTITON
IWNDUSTRY

BEDUCTION OF IMPORYT DITTITES ON PASSENGHIR
VEHICILES

~ AMPORYT DOTIES REDUCED PFROM (1L40% -~ SZ0O0%).
TO (140% — 200x) DEPENDING ON THE ENGINE
CAPACITY OF THE VEHICLE

ENVIRONMENT FRIENDLY YVEHICL.ES

o IMPORT DUOTY REDDICED O A ZO0% FOR NEW
DIESEI. DPOWERED PASSENGER TARS AND imFoY 5
TAR TO HALF OF ITS PRESENT BATE

INCENTIVES FOR TRATHING AND WM ATEOMNMAL.
IMNSETLTOTTOMNS

- CONTRIBUTIONS TM CABE O RKTHD P
GOVERNMENT AND QUAST -SOVERNMENT TERATNTNCG
THNSTITOTES AND VOOAYIONAL AND TECHMTCAL
TRAINING ITHSYWITOTIONS WILL BE ALLOWED FOR
TAX DEDOOCTIONS

— COMPANTES WHYICH SSTASLYESH TECHNTOATL
OR VOCATIONAL TRAINING ITNSTLTOTES WYT.l.
BE PFLYIGIBLE FOR INVESTMENT TAX ALLOWANCE
DOEF 100% FOIR 10 YEARS '
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- EXEMPTION #FROM IMPORT DIFPFIES, SALES PAW
AND FEAXCIAERE DUOTIEDS ON HATERIALS ., MACHTIIEEY
ANL EFEQUIPHMENT USED PFOR TRAINI NG

- EMPLOYEESR WHO FORTHER THEIR EDUTAT TN
ON A PART-TIME BASTE® IN SCIFENOT
TECHNCLOGY AND VOCATIONAT. FITLDS WILD. B
GIVEN TAXY EXFHEPITION ON THEIR EOOOATIOMN
FEES OF T $#2, 000

— STAMPS DUTIES ON STODY LOAN AGRIEMENTS T8
BREDGCED TO 26

REDUGTTON OR AROLISHMENT OF TMEORD DU TS

TO CONTROL INFLATION ON:

— 600 FOOD ITEMS ~ FRESH, DRIED OR CANNED

w  ALL TYDES OF MEAT

— AL ANIMAL FEEDS

- 100 TYPES OF TEXTILES FOR HOME T&SED

—  SEVERAL GOODS USED FOR RELIGTOUS PURPOSES

~  HOUSEHOLD ELECGTRICAL I TEMS

- 1,400 ITEMS OF RAW MATERTAT. S

ABOLYESHMENT OF EXCISE DUTTESR ON LORRIES,

LUBRICANTS, ALIL TYFPE OF TYRES, NDOMN-—-ALCORHOL, YOS
BEVERAGES, HKFEROSENEFE AND TOERL OTYTI.S

LIBERALISATION /RELAXATION OF EXCHAMNGIT OO IR
ROLES

— ENPORITERS ARE ALLOWED I'M SETsaTIN A
PORTION OF THEYTR EXPORT PROCERMSS TN
FORETGN CUORRENCY PROVIDED THESE ARE
DEFPOSITED IN FORETGEM CURRENCY ACCOUINT S
HITH AUTHORISED BANKS IN MATLAVES TN

—_ RESTDENTS EMPLOYED OUVERSEAS ANID STODENTSR
PURSUING STUDIES OVERSEAS WILY. B ALLOWED
TO OPEN AND MALMTAIN FORET TGN CUORRENCY
ABCCOUNTS WITH BANKSE TN MALAYSEIA AS WELL AS
BANK ABOARD
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e THE THRESGHOLD ON FORFTITGHN CURKRENOCY LLOOAMNE
REQUIRING APPROVAL IS RALSED TO 2% MILI.ION
I AGGREGATEH

= CGUARANTERES AND FOREIGNH BEXICHANGE LINES O
HON—-REISTHEMNT CONTROLLED COMPANIES ( MRCCS )
ARE NOW BEXCLUDEID FROM THE COMPUTATION OF
THE BORROWING LIHMILITS

e DOMBESESTIC DEBT TO FLIGEBLE CAPITAN FITNIDDS
RATIOD OF MNRCOR IE ITNCREASEID TO A1
RINGGILIT LOANS TO NON—~RESIDENTS IS
INCREASFI TO RAZOO0, OO0 . THEY ALSO AN
OoOBTATN MHOUSBSING LDAN FROM BANKING
FNSTITOTIONS ITUBJTECT T CERTATN CONDITIOMS

e RUVIEW OHN EPE REGULATIONS
- A0% WITHDRAWAY., FOR MEDTOCAY, EEROENSES
— B0% WITHDRAWAL FOR HOUSE PUORCHOASE
- OPTION HFOER ONGE LUMEPSOM WITHDRAWAL OR BYv
MOMNTHLY INSTALLMENTS AT AGE 55 .
ks ITNCENTIVES FOR OPERATIONAL HEADOQUARTIRS

e EXTENDED T ALY. LOCALILY OWNEIDD COMEPANITIES

-~ AKX EXEMPITXON O ANNTDTIITTES

-~ GERANTED TO ANNUITANTS UNDER INSITRANCE AND
TAKAFTI. ANMIOITY SCHEMES
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SECTTION O

AMNMALYEISG ON AMENDMENTS TO DITRECT TAXAT IO

TAX EAEMPTION 0 TMNCOME 7 ROM MAL.AYW S UM
INVESTMENT OVERSEASD

Presently, income derived from overseas and remitted to Malaysia is
subject to tax and is allowed as a tax oredit.

Proposal:

It is proposed that income derived from overseas and remitted to
Malaysgia by companies resident in Malaysia be exempted from income
tax. However, this exemption does not apply to business income from
barking, insurance as well as sea and air transport businesses.
Impact:

To  encourage Malaysian  investors to  remit  their income
derived from overseas to Malaysia.

Effective date: Year of Assessment 1995

REDUCTTON OF THE TNCOME TAK RATE FOR
COMEP AN LES

Presently, the income tax rate {or companies is 32%.
Propasal:

It 1s proposed that the income tax rate for companies be reduced to
30%,

Impact, :

To create a more conducive business and investment climate, increase
competitiveness, reduce the cost of doing business and overcome tax
gvasion activities such as transfer pricing and other activities. It
will also make Malaysia corporate tax more attractive compared with
other countries in the region.

Effective date: Year of Assessment 1635

10
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REDIYOCTTON OF TINCOME ‘TAY FLAYSE = TR

3.1

3.2

3.3

S IANRNDIVIDDIALS AND CHOOP RN T I VES

RESIDENT INDIVIDUAL TAX RATES

Prasently, the maximum tax rate for individuals is 24% and the
minimum tax rate is 2%,

Propogal :

It is proposed that the mavimum tax rate for individuals be
reduced to 32% and the minimum rate be abolished. The rats for
the other incoie groups are reduced between 2 to 3% points as in
Table 1.

NON RESIDENT INDIVIDUALS, TRUST BODY AND EXECUTOR OF A DECEASED
INDIVIDUAL DOMICILED OUTSIDE MALAYSIA

Presently, the rate of tax for individuals in these categories is
32%

Proposal:

It is proposed that the rate of tax for individuals in this
categories be reduced to 30%

COOPERATIVES

Pregsently, the maximum tax rate for cooperatives is 34% ang the
minimum tax rate is 2%.

Propogal:

It is proposed that the mamimum tax rate for cooperatives be
reduced to 32% and the minimum rate to 1%, The rate for the other
income bands are reduced between 1 to 2% points as in Table 2.
Impact:

The reduction of income tax rates for individuals and
cooperatives will make the income tax stricture more progressive.

Effective date: Year of Ascessment 1995

INCREMENT IN REGLTHEESE FOR OOOPERANT TS

Presently, 6% of the mrnbers fund shall be deducted from the total
income in arriving at the chargeable income.

1



TABLE 1

Individual Ircome Tax Bayabis Under The Existing
el Provosad Tax Shracturae
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The above calculation does not taken into account the present rebate of RMSO for
individuals and RM50 (wife) and the proposad rebate of RM110 for individuals and
BMAD [wifed
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TABLE 2
Cooperative Income Tax Payable Under The
Existing and Proposed Tax Structire

i v et s b VU VIO \

' ) 1 l ; |

: ! Chargeabls : ! Present ! Proposed | Tax Reducticn |
- ' Income ! Proposed Tax ! Tax ! Ta ! !
: : (%) : 2ates ! Payable | Pavable | {3} LI
i b s o i s et e R e s T st e o b e ]
[ | : | : |
Co t - 10,000 ! 1% on the first 10,000i 200 | e 0.0
N i t 1 T t j
i ¥ 1 ] H 3 1
| 10,001 - 20,000 | 3% on the next 10,0007 . 400 ! 300 1140 25.0 |
] 1 e — ] . ] — 1 S e ]
i I 1 . i 1 i

: : I on the first 20,000! 600 ! 400 b200 33.3 |
! ] I 1 1 ] 1
L ] r 1 ] 1
o 20,001 - 30,600 | B% on the next 10, 000! 100 ! &G0 ;o 100 4.3
;': 1 1 ‘....w-»-.-—‘.-._] e 1 b e st ! I e i
B 1 1 1 i H 1
: ! ! on the first 30,0000 1,300 L 1,000 L300 23.1 ¢
h | I i 1 L ¥
i t 1 | 1 i P
: bo30,001 - 40,000 ) 9% on the next i%,000; 1,000 ! 400 i 100 0.0 1
B | ] L | ] t
- f s e t e e I wmm— 13 I E— t
: v I On the first 40,000; 2,300 ' 1,800 T 400 17.4 |
! i | 1 H T I
. 1 ! i 1 1
: 140,001 - 56,000 ;12% on the next 1G,000} 1,300 ' 1,200 Y100 7.7
= 1 ] 1 i 1 |
. 1 1 I [ 5 R T
g ' ' on the first 50,0000 3,600 ! 3,100 1500 13.9 !
! 4 3 ! I 1 1
: 1 1 i 1 I !
i PBG,001 -~ Y5000 [18% on the next 25,0001 4,250 ! 4,000 b 250 5.9 1
P 1 E T | I I PR |
i E . H 3 I I

! ! On the first 75,0001 7,850 H 7,100 G ¥ 5.5 i

1 + ] 1 [ 1

1 ] 1 1 [ 2 i

P 75,000 100,000 )20% on the next 25,000 5, 500 ! 5,004 T B0o 9.1 |

3 ] 1 1 1 1

t 0 —mmmTT T T | i — ] emem e j———— rmmm—n— 3

) ! on the first 100,0001 13,350 L 12,100 11,250 9.4 1

£ 1 t b 1 t

b ] | b 1 1
£100,001L  ~150,000 124% on the next 50.,0C¢3% 13,300 12,080 11,000 7.7 0]

i i H H H |

' ; : 1 . - : - y o T T T

! P on the first 150,0000 26,350 boo24,100 12,250 8.5 |

H 1 : i t i 1

1 1 H i H |
1150,001  -250,000 'Z27% on the next fO0,000E 29,000 bOETL000 12,000 5.9 |

1 t H H 1 L

§ t . T i T H e | i o

:  on the first 250,000} £5,350 151,100 14,250 7.7

J 1 i i | I

1 1 i ! L 1
1250,001 ~500,000 |[30% on the next 250,000 80,000 COTR,000 '5,000 .3 |

1 1 1 | I U |

1 3 . 1 L | 1

i ! On the Iirst 500,000 135,350 bo1Z26e,100 19,250 6.8 |

1 F b E 1 H

1 H 3 ] 3 i

Above 500,000 } 32% ' ! | }

\- o R — e




. ALIEEEFRY & O,

Proposal:
It is proposed that the rate be:iﬂcreased to 8%.
Tmpact:

This is to reduce the cooperative income tax to make it parallal to
the corporate tax.

Effective date: Year of Assessment 1995

PERSONAL TAX REDLTE

Presently, the personal tax rebate for individuals whose chargeable
income is RM10,000 and below is RM90 for the tax payer and EMA0 for
his wifae,

Proposal:

It is proposed that this rebate be now increased to RM110 for the tax
paver and RM60 for his wife.

Impact
To reduce-the tax burden of the lower income group.

Effectiva datse: Year of Assessment 1995

TAX TREATMENT  OF PROMOTTONAL T TEMES

Prasently, promotional items with company logo used for purpeses of
promoting business is allowed for deduction if such items are given
to any sport or cultural events opgn to general public. Expenditure
incurred on the provision of samples produced by the company as
promotional items is also allewed as a deduction,

Proposal:

It is proposed that expenditures on all promotional gifts be allowed
as a deduction, provided that they incorporate the company's logo.

Impact
TO encourage prowotion which will incroase cdmpanies revenue,

Effectiva date: Year of Assessment 1995

14
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REDOICUTCLION OF THE WILTHHEOLDTNG “TAY BPATEHS oOMN
INTEREST, TECHNICAL ¥FEES ANIY ROYALTY

Presently, the withholding tax rate on interest iz 20% while the “ax
rate on both technical and royalty pavments is 15%,

Proposal;

It is proposed that the tax rate be reduced to 13% and 10%
respectively.

Impact:

To promote inflow of foreign loans at lower cost of borrowing in
order to finance development project and to encourage the transfer of
high technology and know-how to Malaysia.

Effective date: Octobar 28, 1994

CHTLD BRLTEr

Presently, child relief for tax purposes is RMA6O rer child up to a
maximim of five children.

Proposal:

It 1s proposed that the deduction for children be given without
restricting the relief to the number of children.

Impact:

To alleviate the rising cest of child care.

Effective date: Year of Assessment. 1908

TAX RELIEF ®FOR FURTHER HEDTHCAT TN

Presently, tax relief for education is only given to individuals
whose children are attending a full time education at universities
and institutions of higher educaticn, locally or abroad.

Proposal:
In addition, it is proposed that tax relief for further education in
science, technolegy or vocational be given on the fees sxpended by

them for any course of studies in Malaysia up to a maximum of
RMZ,000. '

15
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Tnpact:

To encourage individuals to upgrade their skills.

ThIL RELL. T FOIR DISABRLED FRRSONS AND
DISABILILLEID SPOOSHE

Presently, relief given to an individual who maintaing disabled
person are limited to a disabled child is BM1,800. Deduction is also
given to an individual to purchase supporting equipment for himself,
his wife, his parents or his children up to a maximum of RM3,000,
For a company a double deduction is given on expenses incurred in
providing training to a disable person who is not an enployee of the
COMpany.

Proposal:

In addition, it is proposed that tax relief of RM5,000 for a
disabled tax payer and BM2Z,500 for a disabled spouse.

Impact:
To promote the concept of caring society.

Effective date: Year of Assessment 1995

TAZX RELTEF FOR CONTRIBUTION TO LIBRARIES

Presently, contributicns of up to RML00,000 to build or aquip public
libraries or rural libraries, libraries at school or at institution
of higher education be allowed as deductions from business income for
income tax purposes.

Proposal:

in additioﬁ, it is proposed that cash contribution made by
individuals not having business income up to EM2G,000 be allowed as

‘deduction.

Impact :.

To further foster the development of a knowledgeable and well-read
society. - :

Effective date: Year of Assessment 1995
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TAHXATION ON LLIFE INSORANCE ARD TAKATUL BUOSITNESS

Presently, Section 80 of the Income Tax Act 1967 provides that the
investment income and capital gains of life insurance companies and
takaful business be taxed at the company tax rate. The deductions
allowed are commission paid, subject to a limit not sxceeding 2% of
the balance of revenue account and a proportion of management
axpenses, :

Proposal:

It is proposed that the tax rate be reduced to 8% with no deductions
allowed. The income of the shareholders' fund which includes surpius
arising from the life fund will be taxed at the company tax rate.

Inpact :

To promote the life insurance and takaful industries and to encourage
saving through insurance and takaful.

Effective date: Year of Assessment 1995

EXEMPLTLION ON @ ANNOILTTY SOREBEMES

Presently, investment income arising from amuities sold by life
insurance and takaful companies are taxed in the hands of the lifs
insurance and takaful companies. When the annuity is paid to the
annuitant, it is again tax as income of the annuitant.

h Proposal:

Tt ig proposed that the anruities sold by life insurance and takaful
companies in Malaysia be exempted from income tax in the hands of the
annuitant.
Impact :

To encourage greater savings for old age in line with ths
Government 's c¢ontinuous efforts Lo promote a caring society.

Bffective date: Year of Assessment 1995

'mhx_TREATHENT FOR CLAIME INCORRED BT NOT REPORTH

Presently, only admitted claims admitted are allowed as a deduction
in arriving at the assessable income of the general insurance
business,

17



L8 .

U ALITESERT & 0,

Proposal:

It is proposed that IBNR claims, a8 confirmed by Bank Negara, be
fully deductible as an expense.

Tmpact :
To further promote sound managemert practics and establish the trus
financial position of insurance companies, especially in. reserving

for liability elaims.

Effective date: Year of Assessment 1995

DOUBLE DEDUCTTION ON TNSURANGCE SREMIUM FOR

X EPORT

Prasently, insurance premium paid by exporter to local insurance
companies in regpect of insurance of cargo exported is allowed as a
gingle deduction.

Proposal:

It 1s proposed that expenses on insurance premium for insurance of

cargo expeorted paid by ewporters to local insurance companias ba -

ailowed as double deduction. |

Impact :

To straamline the deduction on insurance premium and alio  to
sncourage more exporters to ensure export carge with local insurancs
conpanies. :

Hffective date: Year of Asgessment 1595

THCENTIVEDS FOR O TECSHNTOAD AND VAT TONAL
TRAINING INSTETITOOE

Presently, the incentives available are as folidws:-

i} Deuble deduction on training cost is allowed for companies sending
their employees to approved training institutes as gazetted under
the Schedule to the Income Tax {Deduction for Approved Training)
Rules. The companies that are eligible for this incentives are
those which are not required to contribute to the Human Resource
Department.

18
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Double deduction for training expenses on approved training
programmes for the following companies:

a)

b)

o)

d)

Manufacturing companies that have not commenced operations or
have already commence operation and are not required to
contribute to the Human Resource Devalopment Fund. The
training programme pust be approved by Malaysian Industrial
Development Authority (MIDA};

Companies that undertake hotels or tour operating business.
The training programmes must be approved by the Minister of
Culture, Arts and Tourism;

Non manufacturing companies that send their employees to
attend training programmes approved by the Minister of
Finance; :

Companies that train handicapped perscns who are not their
enplovees. The training programne must be approved by the
Minister of Finance:

Exemption - of import 'duties, sales tax and excise duty on
machinery/equipment, materials, raw materials and sawmple used for:

a)

b)

Training activity in traiﬁihg ingtitutes that have bheen gazet-
ted under the Schedule tc the Income Tax (Deductlon for Ap-
proved Training) rules;

Approved training prograﬁmés.
Propozal: B
In addition, it is proposed that:

-  Investment tax allowance of 100% for a period of 10 vears
be given to companies intending to undertake technical or
vocational training. This allowance will be abated from the
statutory income but the ahatement for each assezsment year
will be limited to 70% of the statutory income. This mecha-
nism is similar to the investment tax allowance given for
R&D activities. .

- The abovementioned incentive is also given to existing
companies providing technical or wvecational ftraining that
incur new investment to upgrade their training equipment or
exvpand their training capacitisas.

Effective date: October 28, 1994
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Singls deduction for contribution in cash to a technical or
vocaticonal training institute established and maintained by the
Government or statutory body.

The tax treatment relating to gifte of used machinery or equipment
by a donor to a technical or vocational training institute
established and maintained by the Government or statutory body or
technical or vecational training institute approvad by  tha
Minister of Finance will be to deem the disposal value of such
machinery or squipment as zZero. Any unutilised capital allowance
rresidual expendiiture) in tespect of the machinery or scquipment
will be given full deduction in the vear -of assessment in which
the machinery or equipment are donated. Prior to this, the
disposal value of such gifts is taken to be the markst value and
if the value is higher than the utilised capital allowance, the
donor is subject to tax on the balancing charge.

This treatment is also extended to include gifts to approved
research institutes as defined under Section 34B of the Income Tax
Act 1987, '

The present provision for granting industrial building allowancs
for training is extended to include buildings used for training by
companies providing technical or vocational training.

Companies that provide technical or vocational training be given
exerption on import duty, sales tax and excise duty on
machinery/equipnent, waterials, raw materials and samples used for
pareose of training.

Effective date: Year of Assessment 1995
Impact: |
The need for a concerted-effdftihetweén the Gowvermment and ths

orivate sector to overcome the acute shortage of skilléd manpower
faced by the country.

RIEVYIEW OF OBPRERATTIONAT. HEADCHTTA RIS
INCEMTIVES (OHO)

Presently, OHQ incentives are given only for the provision of
qualifying services rendered to companies in. the manufacturing,
selected service sector, commercial and investment banking.
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Proposal

it is proposed'that -

1}

11}

iii)

iv)

v}

Vi)

vii)

viii)

Locally owned companies be allowed to ser up OHQs in Malavsia:

Qualifying services be made more transparent and broadly
classified into five categories, i.e, managemant arwi
administrative, treasury and fund management., other financial
services, research and development, and training and personnel
management ;

OHQ qualifying sector to be extended to all sronomic gectors
such as manufacturing, services, agricultural, construction and
mining;

With the abolition of income tax on income remitted, dividend
income received by all OHQs including companies which have been
established before the OHQs incentive came irto effect, would
now not be taxed;

OHQs be allowed to borrow freely in foreign currency without
the approval of Bark Hegara Malaysia (BNM}, from any commercial
banks and merchant banks in Malaysia including the offshore
banks in Labuan and any party outside Malaysia, to fund their
treasury and fund wmanagement operation for their related
company outside Malaysia. However, the OHQOs are not allowed to
lend or raise fund in any currency on behalf of ralated
companies in Malaysia. The OHQs  set-up by financial
institutions are alsc prohibited to provide treasury and fund
management services to their related companies in Malaysia
unless the related companies are institutions licensed under
BAFTA;

OHQs be allowed to borrow freely in ringgit up to RMIO million
for any use in Malaysia;

OHQs be allowed to freely invest in foreign securities and lend
to related companies outside Malaysia even if thevy hava
obtained domestic borrowing, as long as the domestic horrowing
in ringgit is within the RM10 million limit and the remittances
are made in foreign currency equivalent;

OHQs be allowed to {reely open foreign currency accounts with
the financial institutions in Malaysia, including the offshore
banks in Labuan subject to the conditicn that the outstanding
balance in the accounts including amount received from axport
proceeds for goods exported from Malaysia does not exceed the
ameunt specified by the Controller of Foreign Exchange from
time to time and the OHD submit moanthly reports on  the
operation on the accounts to BNM.
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Tmpact:

This proposal is  further  intended to  attract more
muitinationals to establish their operaticnal headquarters in

Malaysia.

22
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REVIEW OF IYTMPOBET DEFr e : ~

1.1 ABOLISHMENT OF TMPORT DUTIES

b}

Heavy Machinery

Presently, the import duty on heavy machinery for constructicn
sector 13 between 5% to 10%,

ue to the rapid pace in the implementation of the development
projects which raquire substantial use in heavy machinery and
equipment, it is proposed that the import duties on heavy
machinery used in the construction industry be abolished.

Raw Materials and Components

Presently, conpanies producing for Jomestic market are recquired
to pay 2% or 3% import duty as compared to tax exemption given
for the export market.

In line with the afforts to increase the preductivity and
competitiveness of the local producers, it is proposed that the
2% and 3% import duty rates be abolished effective on Budget
Day.

1.2 REDUCTION OF IMPORT DUTIES

a)

Passenger Vehioclas

Presently, imported passenger vehicleé are subject to six {8}
rates of duties ranging from 140% to 300% depending on the
value of the vehicles.

As A measure to rationalise and simplify the existing import
duty structure, as well as to provide certainty and
transparency, it is proposed that:

1} only three (3) rates of duties depending on the engine

capacity be imposed on imported petrol driven and used
diesel passenger vehicles, i.e:
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Aptual Engine Import Duty
Capacity (c.¢) Bats (%)
Less than 1,800 c.o 140

1,800 c.c < 2,500 a.c 170

2,500 ¢.¢ and above 200

i1} import duty be levied at a single rate of
120% to encourage the use of new diesel
passenger vehicles.

b} Others

It is proposed that the import duties for the following items
are reduced as follows:

Description Prezent Proposed
Rate Rate
% %
Food Items | 2 -850 Nil ~ 30
Petroleum 041 2-5 _ Nil
Essential 01l and Cosmetic _ _ :
Preparations 2 -~ Bj Nil - 25
Photographic or Cinemato-
graphic Goods 25 20
Plastic and Articles Thereof 5-- 30 Wil - 10
Article Related To
Breastfeeding - 30 Mil
Rubber and Articles Thereof 35 - 50 30
Raw Hides, Skins and Leather 3~ 40 Nil ~ 20
Articles of Woed 5 - 30 Nil - 20
Paper and Paper Products 30 -~ 35 30
Products of Printing Industry 5 - 55 Nil ~ 20

Nonwoven Yarns, Carpets and _
Fabrics 5~ 55 Nil - 30
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Deseription Prasent Proposed
Rate Kare
% %
Textlles Wall Coverings 30 or 14 sen 30
to 51.44 per
mé w.i.t.h
Other Made Up Textiles 5 ~ 55 Nil - 30
Head Gear ' 5 ~ 30 Nii - 20
Precious Stones and Metals 30 -~ 8K Nil |
Articles of Iron, Steel and :
Cther Metals 25 - 40 Nil -~ 30
Machinery and Mechanical
Appliances 5 - 40 Nil - 30
Electrical Machinery and "
Equipment Z - 80 Nil -~ 30
Bicyles and Other Cyles 5 - 40 Nil
Alrcraft and Spacecraft ' 5 - Nil
Optical, Photographic and
Others 20 -~ 40 10 - 2%
Furniture : 15 ~ 30 Nii - 20
Toys and Games 5~ 40 Hil -~ 25
Miscellaneous Mamifactured
Articles 30 ~ 5% 25

ABOLYSHMENT ON BEXCITSE DTy

a) As a measure to enhance the competitiveness between locally
manufactured goods and imported goods, it is proposed that the
excise duties on the following locally manufactured goods be
abolished:

~ Water andand beverages

-  Petroleum oils and products

- Rubber tyres and tubes

-~ Primary cells and batteries. |
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D) It is preposed rthat the '15% axeise duty on thd follewind sceds
yenicles te apolished: '

- Hew voad tractors for semi-traillers, completely built-up:

= lHew Dumpers designed for off-mighway usa completely builh up

- Gther goeds vehicles with  comprassion-ignition internal
combusticn piston angine (diesel or semi dissel) - CWLlELel?
built up

- uther gdoods vehicies with spark-ignition internal ocombustinsn
piston enging - completely boilt up.

AROLTISHMENT ON SALES TAM

- : . - -~ . \
To encourage lecal preoduction or assembling of machines, it is sronosed
‘that the sales tax on parts or components for machines which ars not
tatabla, be abolished effective from Budget Day.

WEVITEW OF STAMP DUTIES . £

Prasentliy, stwients whe obraired loan to Surtber tMeir studies are
Tequirad To sign the acrsements with *he relovant authorities and ars
sublace Lo ud-valersm stamp dutiss of 32.30 for every 3500 or part
theraoi, However, lcan agresmants signed between students and the
Federal Government, State Covernmsnt and statutory bediss are subiects
to stamp duty of up o a4 mazimum of 36.00 conly and rhe sxcess amount of
stamp duty is remitbad.

Propesal:

all 1fan agrasments for sducation is subi ec* to stamp duty of up to a
Waxlnun o 36.00.

Effective date: Cctober 28, 1594,

TNOCHENTIVES

The following tax incentives are proposed to step up private sector
invoivement 1 technical or vocational training programmes and to
intreduce autcmation to overcome the acute labour shortage:

a} techmical ¢r veocaticnal training instituticns are also eligible fox

exempticn from import duties, sales tax and s¥cise duties on
atarials, machinery and equipment used for training

b} stamp dutlas on study loan agreements is abolished and substituted

'““'1 a fixed fee of #M6 only.
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Divident received from 1947 : Extended to caver the
1elated cogpanies gservices seclor v.e.f
exeapted - restricted o Ist. January, 1993

nanufaciuring companies 1994+ Extended to cover services

provided to copnercial
and invesieant banking
ShIpantas

ALJEFERE & €9,

1) mxrznded o lseal gusad
CORZAN1ZE
1) %evisea of quainfing
SET41CRS
- Dan3geane b adarpiscra-
Thin servicss
- rrasswy b ojund g
Eéng 33rvices
- athet f1nancial sarvices
- fezearoh & Savalopiaf
- tralpmng & perssmnsl
I3hageasht
3t Eaterded 0] gaaliivieg

iu

iade-

EAITES
- 13zalaltlring
- SEIvICEs
- agriculiurs
- CORSLICILaR
- BLILGG
§j bividend Inoope resiifsd
te GHG noT tazabie
At O8] can borrow 10 fnrzign
eurrency froE any sources
Bi 08 can horrod fraely in
gt up to ANIG.00)
fcroany wse ia Halaysia
) GHG 15 freely o invast
W forgign ssowritise 4
l2ad 10 relatad cozany
In #aiaysla
8) OHF 15 [reely to open
foreign currency account
with any financial Lasti-
tuteonal se Halaysia



ge

MuEFFE § €0

PAITECHLARS -~ 1909 & {90 159 & 1992 1991 5 19%4
4} Peleoleum seetor R ¥o chagpe 1493 1 Ho chasge
199 @ Beduced to 40%
p} Coalribution Lo Blucalion it §il 1993 ¢ ¥
F9H ¢ Coatribution up to $100,500
o bui¥d asd egeip dibrarias
b 2lloved for deduciios
4F Yar treziment o4 [scose faxable Ko change fo erapge
frow talaysisk Investieent
09215825

1. COUPEEAYIIE DRCOME T4E

far rebes % - 408

195t ¢ 4 thange

1997+ %ax rake reduced, pov
ringisg frow 4% to 04

B

B

1383 ¢ % to 348 {w.e.f 13 1993}
{928 a5 peisesal fvcose tax}
1934 o chagge

o thange

Ha thange

Bieanted, Extepl pusiness
laicde tiog hinking,
losurence, sed and 3if
{rahspoet

- fag pate redeced, 0¥ 13-
ing Trog 1% - 323

- Qelief on fooperative
Reabers' Pupds be ineisaaed
Trok 4% Lo &%
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FARTICOLARS

1985 & 1390

§. CAPITAL ALLudANCER

a) Ipdustrial huslding
allovanca

b} Construcrion of public rosd

by private szctar

6E

vehscle gualliyigg

Eent pard on haredflaased
sator vehicle qualifving Jiit

g

g} Esinvasinent allowance

Botsl business carried on

by nioneer Cogpany.

-Botel duilding of appraved
standard in Malaysis.
Exterding o1 modernising
da existing horel bullding
to approved standard
1o Halaysia.

Conatyection costs of public
roads under peivatisacion
prograsse to be froated o8
qualifying buiiding
expanditure.

Iniial - 103

Anpual - 6

§23,008

§25,003

{apital expendiiuze
incarred from 1.1,1984
tg 31.12,193) at

Y rate .

A e e ——— e o e

____________________________________

1991 & 1944

............ i e e e

No change £393 .
195 -

e change

Inctesse b $id, 000

[te7easad 1o §50 048

r

Period esicided 1o 320945 1933 .
o Bate ingrease to 96E and

Scope expandcd to the folluine 1994

curpse:”

- wodeensaiicn dnd updrating of
preduslion process

- produts diversiilcations

1933 & 1594

tio thangs

Beducticn on erperditure
for providing child carz
facilities [of exployess
- deduction of 110 of
that eigenditure amnually
far a pendod of 10 years

Mo changie

Ho chanygs
Ho charge

Yo change

gariod extended

HLIEEEL G

BH3EY 1435

N3 inige

LS

fa hags



...........................................

PARTICULARS 1989 & 1990 1991 § 1592 1983 & 1394 BULGEE 1995

b, FRCHOTION OF [HVESTMER!S

Inyestpen? incentives Aot, 1948
was rapaaled w.oe.f 1.1.66 and
#is subsequently raplaced by
Progation of {nvestment Aot
1985 (PTA} .6 F April 1986,

3} Picaser slatus For 1st & years, 180% of the 1991 : fo change ko chinge ha chznge
incons exerpied from taz, 1992 : 0% of the statutory
Ertended to 10 yeary for incoma i1l e taved
spaclifc industries, at corporale gax rate.
B} Aatsment of adjusied incoms khatansnt of 5% of adjusted lio change fle change _ j0 ching:
for coppllanca ¥ilk Govern- ifceme for § years of
genl plicy assesszent frop ths year in

ghich the fu.is [irst glven
the abategant.

a¥

o} [noentive for construction ] incors sarmad from ko changa 1993 © Mo change Ey ohangs
CokpEhies ovarseas construction 1994 + 1] Double deduction for
project and Temiited donaticn to the Low-cost
to dalaysia be abalsd Housing Fuad.
by 36%. Dividends
paid out of fhe tag t1) & special Huilding
gxempt 1ncote will allovance for the
2lso be fag orempl. purchass or copfruction
of huildings for accomedaticn
11} applivatile fo projects af eaployees In mamufsctusing
igplapentad froa Budget pusinass of 110 amapally
Bay £ 1997 and 4hose for 10 yeais

incoms 13 braught hack
within 5 years fror
coauencenant of the
pPIOjJRCES.

S

L
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PARTICULARS

i} Incentive for ratian and
wood based industries

vz far Qyversass

] [prent
[tvestoents

L ¥

1989 & 1945 1941 & 1992 1993 & 1994
198% : Eligible for incentive if fo change o chasge

export sales are 80% or Ecre
$996 ; Elicible for incentive

tf export sales are

B0% or wore provided

513 of equiry is owned

by Kalaysian.

For Sabak & Sarawal thers

are additionat imcenbives,

Hil itk effece from year of 1981 o changs

asgessanar 1942 : 1994 . Hale itporease to M
bF 508 abatsment on the H limit period

i1l

Temitanca of incess earned
frow oyerseas, Dividend
pald frow the tay sxempt
Intoge wauld alse ba
aeazpted frow income tay.
The axezption 15 for 2
patiod af 3 years after z
COREERY COWMSNCES ODEI3-
tion apd earns profit

Fre-sperating sxpenses
stch as tast of nurket
reszarch sould he allowed
as 1 deducticn for Incops
tag purpasas

ALJEFRRE & 0.

50T 194

aaaaaaaaaaaaaa

¥o change

By Coange
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PARTTCOLARS 1589 & 1986 ) 1991 § 1342 1993 & 1534
£y Tdcenfive for Brgolt Hil bonhie deduetion for cettain o change zxespt Bupar:
Premoilon expenses 06 looal fospanies Behate Schede on agricultucak

participating in intzrnational
trads fairs approved by
#irisery of Internaiional Trade
and Industry, voe.f Y/ 1382

produrts be abolished

gy Tnceative on Krainihg 1389 © Bil fouble deduction ecrended fo changs
i} Ia-house snd extermal 1990 ; Dacbie deduction schems to cover ¢
Lratrlsg fos manufackuring for wanufacturing induslry ;- a} fannfacturing companies
ihdusiy. in the praductlan

stagas nadertaking
fraifing prograpps
relating In productiv
and quality contiol
Improvement.

-------------------------------------------------------------------------------------------

iy

e

1| Irvastment 3¢ 3ilodarce
of 180% for a period of
10 years be qlven 0o
underaie techalcal  ar
Facatlanal tI3Mng
2HIRCQE new iNyESiEERL 6 UD
grade fnelr TIZINANY #3ul)
-pzni Chelr (raalag capa-
25



1%

PARTICULARS 1989 & 1458

e

sl Diract dgpreval for Yrain- Kil
g in Appraved Institurion

11:} Trainiee Tacentive for il
Handicappad persshs

1531 4 1392

————

b} Few waaufacturing
companizs yadertaking
traininy on crait
sHpervisery and
technical skills
CoRLIibuting dirsctly
to fatere productlons

i} Wides to serve the peads
of all industries,

ii} Only expenses billed by
raspective training
institutions are allowabls
on claips far donbls
dadustion,

fouble deduction on aypenses
incurred in fraining of any
handicapped person 2ot an
enployee of cowpany dsproved
by Kinistry of ¥ational Unity
snd Social develupnent ot
Yeur of assesspant 193%.

1993 & 1994

Ko change

fo change

fio changs

ALJEFIRL & 08,

31%mgle deducteon for cash
cankrifscian 1o techaicalf
vacalional inseituts

1)0espasal valug of donaced
ised  gachinary/equipment
Wil e dseesd a3 2eve. G4
Atll bz oqiven as oz full
deduztian

3:1B4 {oF Lraaning is estend-
g o inchude boildings
nsad for KpdIning By €o's
provlding technical/voca-
il training

orEresptions an iaport ducy,
sales Eay & excise duty on
gachinery/equipsent, ate-
rrals, 1ai gaterials ¢
saggles tsad for purpose
0f {rdiniag

by chacge

ko cliange
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PRETICULARS

ALJZERAT 4 0.

1989 & 1990 1391 & 1992

1993 & 1994

19§ Incentive for rasearch
and develcpusnt

iill Applicable to approved ressarch
coRpanies [ institution:-
i} § years fax sxemption
on taz for dividends
receivad by the share-
holders as kell.
11) Accusulated losses allowed
to he caryied forvard
after the ezenpiion period.

itl) Double daduciaon for cash
centributlon,

i) Tioable deductions
aliorable 2o eipsnsed
inctryed for the wss of

this facilities and services.

vl 0 years tay erempbien for
a0 tachraiody nased {izz.,

Propasals effsciive from the
Yaar of Assessuent 1997,

1893 ; Ho change
1494 : Applicable fo approved research
coapanies | institution :-
1} Besearch allowance of
1001 of the qualifying
capital ¢xpenditure
incurred within a peried
of 10 years. -
1) Building ussd to carry out
reszarch are hepceforth
be ablowed industrial
bailding allowance.

1113 Basearch allowance af 303
o5 quatifying caplial
apenditure for coypanies
that carey oub ip-houss
EdD

iv) Ihe stafutory provision for
the grant of research
allovance will be undar ths
Frowotion of Investaant Act
1536, '

¥} The definition of ventite
capital allovance (VW) be
reduced fron 160% to 708
in high risk ad dew
technology projacts. The
investeent qualifying
critaria be abolished,

: e
2

#o change



ALJTFFEL 0.

SATICIAES

1949 & 1390

183k 1992

1953 & 1534

BIGES 1395

W lncerlives for 1ofusiziss
Uassd on ocatisn

i} Incentive for e
SV ITONRENT

111

fii

i1l

-
f-r

1393 ¢ dil

194 : Infustriss located in the Eastara
Corridor of Peninsilal Balaysia,
fabah and Sarawsk :

) Plonsar sralus roppasies - 5%
of thelr statuiory incoz:.

by 1tk - the rate of alblowaace
inereasad lo 801 and £33,

EEEEIN E4
1984 . i} Ieport duty and sales tax
exeapted for catalytic
tanyesLors.
1j] Lonation tg an appTovad
grganication sstailished
exchusively for the
profection and copservation
of the snvironseat,
v} Phonser stalus and IT4
fer forest plantaticn project.

¥a charge

#o change
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£a3TIONEAES 1088 & 19%% ' 1991 4 1892 S 1933 & 1934 BURGET 1935

L THGPZATY GARA3 TAX
xption Land belcaging fo & Bo change Ko chadge % chasga
* deceased person in
settlsnent of estate
duties payable and
cross fransfers
batwean co-prapristors

5} Bisudent cospaay tais Scale {rea 20§ fo WY ovar iy change fo thange Ba change
a3 peried of 4 years, 5% froa
the Fifth year anvards.

) 4an-7esident company
fELE Same a5 resident company B changs fo change : Ko changz

=4

) fesident individual rate Seale frow 108t 0% ovar a Ho changz Ho chings -
peziad of 3 year. Exempled
in the bth. year unwards.

chamgs

g fan-resldent fate Sade a5 resident fo change _ Yo change do changs
: ind1yiduai
) mzossal of 3arsE i faal Guhiert to PRGT Bo change o change fo change
Frogarly Coupaniss :




SLJRFFRI & CO.
© PARTICHLARS 1989 & 1950 1991 & 1997 1993 4 1994 BULGEE 1055
7. BRARES [LARD BASED CONPANY}
TRAKSFIR TAR ACT 1984.
) Hates Bepealed Gain on Ko change lio change o changa
: disposal noy subject :
Lo EBGY
© b Ezenpt_ion under Section 4k Fepealed - tarable ¥a change Ko chanye ¥o change

Ly

under BEGT




Bt

4, IMPCET #MD ZECISE DUTIES

AlJEFERE & &0

1389 & 1590

1991 & 1942

1993 & 9%

BUBGET 1955

LHD SUATAT
ationalisation of iepart
duey and surfax.

1989 .

1990

Import duty rediced
betwean 208 to 87% o5
certaln sanufactured.
gotds

CI0 romporent for locally
asseghled lorries § buses
ezeppted frop import

& ercige duty.

{zport duty reduced
batwezn 13-20% for
foodstuff, household,
inputs, pharoaceutical
produst and agricnitugal
inputs

Miitias of surtax
proposed for ceetaln
foodstuff, houszhold
qonds apd aqricuttural
innuts, ’

Bacise dufies raduced
hebywan 53-20F for
ratches, lighters and
refzigaraiors.

1831

1941

lio change 1993
+ faport duties on

a} Cigaraties-
lncreased by 543
to 8% per kg

b} Clgars, chereots &
cigarillog - increased
by 598 fo 658 per Xg.

¢

Reer, stoul & alcstiol
b beverages increased
hetwean 30% o 163

Hon-aonetary goid
muilion - 16% gxenption
for producer of iswel-
leries exporiing thair
product.

=

e} Taztile-reducsd o
7% - %,

=

{] Prigiing industries-
reducad to 98 - 15%

q) Feod - raduced to 308,

n} Chamical - peduced
ko 2% - 10%.

Inpott duties on
a) vessel exceeding 26 GHT -
abolished

b} Cigars, cheroots & cigarilios-
increased by $27 per 3.

c} Besr, stout ,alcohol & beverages
increased by 15%

4) Gold- reduced to 5%

e] 400 iters including food,
household goods, clothing ,
glectrical & electropie goods
reducad beiwesn 19% £o 3%
o1 syan ahlished

t} foepoRent parts vsad 1 the
production of duty fres fanished
goads - abolished

gy Cozputets and cosponanis -
abo}ished

Taport Jutles on
a) Heavy wachipery-abolishad

b) Passangar vehicles
hoiual Englne  loparl Tuty

Capacity Rate
[c.c) tij
L8 . i

180l e
50t oo 1
1500 & apove 00

o} Hew 81
yahicies- saulad AL
3 sizgle rate of 120%

¢

Heat & edibls maap oifaf
-3pnkrphad

21 Tish B ooruatacasss,
piliugce b oiher aquatic
ywertehsines - radecad 1o
0 - 18

fF ¥ily & creses
rafucsd o 0F - 3h

1

g1 Dairy produce ~
raducad to 0§ - 253




ALJEFFRE & (0.

pRETICULARS

1985 & 19%¢

1991 & 1392

1983 & 1994

BULGEY 1995

o

Prcise daty on zofnr-
cycles a0t exceeding
180 co reduced from
108 to 106,

Exeaption of imporf
daty & surtar for

~ sports goods,

Iopori duties of spare
parts to be harconised
with leport dutiss of
finished goods.

{ncreased secise duty
-Clgarettes by §4/ig

-Reer/Stout by §0.58/
1itre

i} #etal - reduged-to 1%

1994 .

hj sports equipgent for fontbail &
equeatariay spores - reduced o
aboilshed

Inport Juties on

&) Stperbike of engine capacity
500 cc and above increase
froe 0% to 1208

b} Infant and baby food
abolished

6] Hedical equipnents
reduced te 5% - 338

4] food - reduced to 3 - 30

¢) Building and censtruction
itees reduced to 15%

R} Products of anizal origin
- 3ot shad

1} fagefaple products
i Edinie vegetahles & certain
oaEs & {uhers-reduned to

0 - i

Mible fruels & puls -
rafuesd 13 4% - U

e

1y Calize, zate & spasss -
atolizned

8} Cersals - abuiished

i roducis of the s
tpdustry-reduced

% - 8%

af 011 s2eds & aleanszoes -
Eeuits raduced to 08 - 5%

pl lac; gues. resins & other
vejerables saps b oexgracts-
aholished

Ao m e — A —




1539 & 1930

1991 & 1992

1993 & 133¢

0§

{) Stationeries amd othar
ltens reduced to & - 308

q} Ruhber products reduced
to 258 - 404

fi) Woed and papar preducts
rafuced to b3 - 25%

i} Apparel and clothing acces-
sories reduced to 9% - 253

1] Tootwear and hesdgear
redoced o bt - 0%

k} Ceramic and glass products
reduced to 253

1} Sewi-precious siopas
reduced £n 54

u) Buiiding and construction
naterials reduced to
5% - 14

tand tools, iaplements a;ﬁ
sutlary reduced to 5% - 254

1

ALIEFFRI & 0.

2UGaET 1995

gf Vagalzbles glaiting materials;
veg. prod.-anolished

I} nigals or vegetable fars
orl-rednced o 0% - 203

$] prepared fsodstufis -
raduced to 20k

t} Raw zugar - abolishe

61 Cocad § cocoa prepataiions-
rafucad to i - 1

k)

aletien of e is -

E
1gduoed o 0§ - 23

ioPrenaratlen of vegaanles,
freirs, auis or parts of
plant reducad o 0F - 0%

)

———

Kiscaliansous siinls
precaration-refuced o
i - U5

Ti Fesidves & waste fr
foud industeiss Gregirs
anlzst Todder-abolished




L&

ALJEFFRE 4 4.
PARTICULAES 1989 & 14490 . 1991 & 1392 1393 5 1994 BEIGEE 1595

0} Househipld safety irems z} Petraisuas Gils-ad0lished

reduced to 5% ageept for the monoscditug
Qluranite -

p) Hachinery and wechanical treduced fo §200/100Kg]
appliances reduced
ot -3 a3 Essential ails & cosmenic

) oraparabion reduced
g} Spare parts for vehicles o 0% - 15%

Teduced to 5% - Joi
' 3B} PRotGrapalc of Cikepato-

£} Flecirice] and #lectronic qraphic goods-reduced to 243
equipeents and components : ' :
teduced to 38 - 3§ act Plastics & articlss theref -

paducsd to 0F - 10
s} Ships and {loating

structures~shoilshad &) Arizcie feizted [0 breast-
fsta_n]-alolizhee

£} Furniture reduced to 305
as) Fubbar & articies thereof-

0} Kiscellanesus articlas 1educed 1o 3
ingluding artists brushes
and draval sets raduced aft fav pades, skins & iaather-
to 5 edueed b0 0% - M

A4 Artietes of wosd -
v) ¥orks of art abiolished veducal to o - 108

fagar b paset prnducts -
=duesd 1o 303

%) Hotorised aoe -~ rediced to 34t ah

#} foods brought in by passanger ai} Produscs of orinting
for persaral use reduced 1dustry reduce o
to 0t f% - 20%

+




25

1583 & 1950

1931 § 1992

1993 & 1984

o} Household safeby ibens
raduced to 351

o) Kachinery and mechanical
appliances Teduced to
- 308 '

q} Spare parts for yehiclss
reduced to 58 - 30t

r} Eleckrical and electronic
gquiprents and conponents
reduced to 5% - 8%

s} Ships and floating '
stzuctures abolished

th Furniture reduced fo 30%
u} Niscellaneous articles
incinding artists brushes

angd trayel sats reduced
g 5%

v} §orks of art abolished

W} Kotorisad home - reduced to 153

1} Goods brought 1n by passanger
for perzonal wse reduced
fo 0%

ALIEFTRL & 00

EgDEY 1938

2} Peteoleues nils-aboiished
except for the zonoscdivm
giufanate -
freduced to §200/500ke)

a2} Essenbial oils & cosesllc
preparatios radoced
to 0% - 3%

zb} Fhotograghic ar clpetato-

graphic goods-raduced to 261

ac} Piastice £ oarticles thereof - '

reduced to 0% - 10%

ad) drticle related [ hrsdsf-
feeding-aholished

ae) Pubber & arficles thereei-
reducad to 303

af} ka# 31des, skizs & lealher- _
reduced to fb - HE oo

s} Arcicles of wood -
refuced T3 0% - 10§

al} Paper & paper products ~
raduced to 0%

) droducts of grinting
indusiny reduced to
18 - %



ALJEFFRE & 0.

i e m————————————

PARTICOLARS 1985 & 1390 198 & 139 1993 & 1994 BHGET 1995

131 NomMoven yarns, calpsls &
fabracs-redced o
9% - 0% '

k) Tertils wall covarisgs -
B0 chiange B

i) Gther sade up textiles -
reducad to 0% - 304

3e) Noad gear -
reducsd [0 D8 - 2%

an} Precloes sfonss & metals

abolished
JJ¥
o} Articles of Liop, stesk

Fother getals -

tedueed Lo O - 303

Hachipery & pachanical
spplianres - reducsd

O - 0%

ap

e

Flectrival sachinary &
SQYIERERD - fadiced tn
i - it

a7

ar} dircraft § spacecralf -
aholishad




PARTICULARS

1333 § 13%

1991 & 1997

1943 & 1934

¥

Bxcise duty on
a} Cigareties-

incradsed By 100% per &g

bj Rear, stout & aicohal -
inereasad by 363

Ficise duty on
a} food seasoning - reduced to 7%

Bt Ory batkeries Teduced te
-7

c) Tyres for motor vehicles
reducat to i3 cents/kg
subizct to ginloum §1.20 and
nacioun §6.00 esch

ALJEFTRY § 0.

BOBGEY 1395

as) Optical, photograghic &
athers - raduged {0
6 - 3t

at} Purmicure - redeced to
0% - 0%

auf fovs & games -
reduced (o 0% - 354

av] Hiscellaneaus ranuisctured
articles -reduced to 25%

ay) LABT itess ox 7aw materizls -
L componsnts which includs
chenicals, miperals, hasis

tatai and tertile-abobished . . -

Broise duty o8

3} Warsrs ¥ beverages-ancliched.

B} Paireizups oiis B oproduces o

-holisned

L

of Bubber iyiss & b
-ahe Lished

4} Prigary oeils & batteriss
-abo 1 13ned

e} oods vehiciss - abolished




. s
TOLFE

ALIEFERL & 00,

PAETICULIRS

e e

1989 & 159

1991 & 1897

1993 & 1984

BULGET 19%5

¥. SALES Thi
L

- Drempticn .

148y -

1999

& on foodstuff,
building material
and semi processed
goods

13% on other goods
which aze not basic
peressitissg

Mditionally inzesed
on other fopdsteffs
aod bolidipg materials
apd on certaln vidan
Cieselia Capas

Faw gaterials and
cogpanents sanefaciyred
for gzpert.

Further exseption for

the folfowing gqoods ¢
Pewlerware sold to toutisis
Cencrete huildipg saterial
b sasn timber.

Yeaf.

ho changs

Mo change

Yo change

1893 : Bo change S

1994 : Nachine corponents including
conponents for gemerators
turbines, boilers and welding
gachines - abolished,

Saies tar op hegvy
Bachiasr 105 - abalsshed

K3 chargz

.....................................
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SLIEFERE & €0,

PAREICOLARS 198% & 199
15, TERVILE TAX
1991 :
ij Zates en taxdhle goods 1989 ; 5% 1942 :

ant services

by Zuemption levels

1330 ¢ Certain spart goods

1989 - 6 roozs and below
{Eotel industrize}

1995 ;25 roony and below
{folel industriss

1981 & 198

BULGET 13%2

Ho change

Service tax charge

ertended to :

i} legqal, architectural,
accounting, Suryaying
and engineering firas,
private hespitals &
consultancy fires having
uenover §306,000 p.a

i) Advertising firss wilh
teraover ¥4509,690 9.2

1i}} Porvarding agants, large
licenced motor yehicls
saryie & repalr ceprrss
With bornover > §150,000
p.a

iv] ‘tastrancs companies for
tnsurance presiug paid
by husinsss establish-

o change

1893 ¢

1994 ¢

Service tai charge
extended to
i} Telecomupicatlon ssrvices
1) Security guard servicss
111} Zstate agsnts and
recreationz] clubs
Service tag charge
extended to
1] parking services
11} courier sarvices with
annual turnover of
$150,000 2nd above
i1} Beptist with amual
turnover of §300,000
and above
iv} Veterinarian yith anmual
turnover of §309,000
and above

§o change

o changs

£ change
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11, OTHER SIGNIFICART TAYES

Stamg duty :

4] Corpozate bonds at
-{ize of Issue

-tise of transaction
~tige of Lransfer

R
o

Shars and property unit 1584
trust
' 1990 :
e} Cerbificate of dsposit- 1989 .

199% .

d} Instrusents of transfer
" uf preperty '

e} Contract notes

f) instroment of Loan Agqrosnt
o Blugation

12, AGRICOLTCRAL SECTOR
Jeduction for capifal
expenditure on approved
agricultural projacts

1989 & 1990 1991 & 1397 1993 & 1994

Bxeppted fo changs g chinge

It for unlisted and 0,03 fo change fio change

for listed,

Eragpted woe f 1,1.90

3100 o changa Ko charge

Bhglished #.a.1 1.1.30

Wil i Increased from 3 pazime vate of
2% 1o 4% which cover proparties
valued at pore than §500,300

$1.00 for svery 51,600 Ko chasge 1833 « fo change

9% ¢ BL.50 for every §1,000
ik Ei} Hil
Expsnditure he aliowed a5 a ¥o changs Ho changa

deduotion from agqregals
incos {¥.e.F 7/ 1983}

___________

i1

ALJEFRRT & 4,

Ko rhangs

¥ changs

o changs

Ho change

fo changs

dubject to stasg duly to rhe

gazlzen of §5.00

Ba changs
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13. BOAD [RANSPORT ACT 1587

aj Transfer fee from 1989 ; 3300
ndlyidual to company 1390 ¢ Beduced to $100

bl Katoreycle - Roat laz 1389 : 250cc - 500cc
S - 3150 p.a
»5ifce - §8.54
. par e
1990 : hdge - 50Gec
-4100 p.3
» SGfce ~ Flat rate
$130 p.a

c} Buses and lorrise owmed by 1989 : Average §1,500 p.a for buses
- drivieg school §5.308 p.a for lorries
1936 : £lat rate §600 p.z

3} Rotor Vanicle licence fee 13

oo 14, EXRORE QUSY

a) Rubber and Pepper Export duty daposed

b} KL dinepaly Export duty inpqseé
c} Crude i} Exexption of 20% on cost oil

. ALJEFFRE 4 DB,

wef, 1/1/%

1983 & 19 BUDGED 1955

Ho change fo change fa change

Ko change Ho change Fo changa

f ¢hange H change fio changz

CORbE Hi} Beduced to 504 for ney

qeneratad diesal poyerad
goter yehicle

iholished Ho change - M3 chaste

ipolished Ho changs fo changz

Nzzimom of A% exesption 1843+ Ho change fo change

an actual cost oil 1994 : Beduced frop 19% to 20%
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138% & 193¢

BUGEY 1993

dj Bubber Discount Schens

¢} Tin Hebate Schezs

13, OTHER MOXRTARY MEASURES

al EPF Coptribution

b) Aausing Loan

Discount of 20% sen/kg on
the purchases of local
rubber used fo panufacture
products for the erport
naryst,

febate of $200 par ton given

Eployer - 113

[Mazinee contribution by
eaploar - [5%)
Baployes - %%

1981 & 1992 1953 & 1994
Nithdraws R change Ho charys
¥ithirava Ho change No rhangs
o changa 1933 © Dmployer - 12% o chenge
Eeployes - 103
1394 : Haximum vontribution by
epplover increased to 153
L [nterest rate ceiling of % o changs

for housing loar below
$100,000 be waintained.
Goverapznt wilt provide
i} 1nterest subsidy tp
the financial institetion
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HECTTON B

SUMMALRY OF FIEOERAT,
SOVERNMMEBENT 'S REVENUOE AND ALLICATILION

A . ATATISYTICS

{In RM'000,000) Percentage Increase/
of Total (Dacrease)
in Dellar Value
- 1995 1994 1985 1594
EM EM % % %
Source -of revenue: : s
Income tax & R
other direct tax 20,186 18,533 42.4 40.6 8.3
Indirect taxes _
and duties 17,694 16,106 7.1 - 35.2 3.9
Non tax ravenues 9,701 11,053 20.5 - 24.2 -11.7
Total : 47,641 45,692 100.0 100.0 4.3
Budget Allocation:
Operating Expenditure:
Emclument, pension,
gratuity 14,883 14,843 30.5 32.% .3
Debt servicing charges 7,231 7,136 4.8 15.4 1.3
Supply & Services 5,241 5,047 10.7 10.9 3.8
Grants & Other :
expenditures 7,040 6,727 144 14.5- 4.7
34,395 33,753 1.9
Development Expenditure: :
Foonomic 6,385 6,320 13.1 13.7 1.0
Social 3,769 2,949 7.7 6.4 27.8
Security 2,916 2,484 5.0 5.4 17.4
Contingency raserve 200 - 1.1 - -
General Administration B33 749 1.7 1.6 ° 11.2
14,403 12,502
Toral Expenditure 43,798 46,258 100.0 100.0 5.5
Borrowing & use of
Government Assets 1,157 563%

Hote: 1994 figuras are latest satimates as pubiialed in the Ecomomic Repoert with tha axcaption of

the figura x for borrowing and usa of Govarrment Azmeta which ameunt has net baean disclosad in
the said rapart,
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L]
Total revenue for 1395 is projected at EM47.5 billion with 2n incresse
oL 4.3% over aestimated revenues for 1994,

Direct taxes comprising of income tax on Companies, individuais and
others are expected to increase by 8.9% from 1994. The main contributor
to this effect is continucus strong aconomis periormance as well as
improve tax collection machinery,

The projected increase in revenues from indirect tawes of about 9,43
from 1993 is mainly due to increased revenuss from import and excise
duties and sales tax. The increase is not due to an increase in rates.
It is expectad that the increase is due to strong aggregate demand,

Non tax revenues is projected to decline by 11.7%.

P EINT T TR,

Total bhudgeted expenditures are expeéted to increagse from an estimated
RM46.3 billion in 1994 to RM48.8 billion representing a percentage
increase of 5,5%.

The operating expenses will increase marginally by 1.9% ie. from RM3I3.7
billion to RM34.4 billion. FEmoluments, pensions and gratuity comprise
30.5% of the total Federal Govermment expenditurs. However the Govern-
ment managed to curb the growth by way of organisational restructuring
of departments and privatisation.

Development expenditure is increased by 15.2% in 1995 ie. from EML2.5
billion to RM14.4 billion. This is in line with the Covernment policy
to lmprove productivity of the economy through infrastructure and human
rescurce development as well as poverty eradication. Economic services
contimue to remain the largest sector whersby 45.9% of the total
development expenditure is allocated for this seotor.

The allocation for =ocial services is the second  largest sector

contributing 27.1% of the ‘total development expenditurs, The
Government has increased the allocation for social service by 27.8% in
1995, This is Gue to the Government's emphasis on education and

training to cater for the growing and power needs of the nation.

ANATLVYEHIS OF OHARNGES

The Government projected that the revenue will increase from RM45.7
billion in 1994 to RM45.7 billion in 1995. Based on the past recoxds,
this projection is achievable target despite subastantial reduction in
direct and indirect taxes. This is because the revenus will increase
due to strong aggregate demand. {n top of this, the Government is
improving the tax collection machinery.

61



CALJIEERRFRY & CO.

With regard to the categories of income it is cbvious that thers is no.
overdependent on any one source of income. The slight changes from year
to vear are due to Government fiscal policy to adjust to the sconemic
situation.

Emoluments continue to take largest portion of the total allocation.
Emoluments represent 1/3 of the total expenditurs. The Government
should continues the privatisation, reorganisation and redeplovment of
civil servants so that expenditure on emoluments could be reduced.

MACRO ECONOMTO VIEWREOTNT

The Malaysian economy 1% expectad to achieve 8.5% growth in 1985. This
expectation is based on sconomic recovery in the industrial countries
and high growth in East Asia countries.

1995 growth is expected to be backed ip by-coﬁtiﬁuous'strong grcwth in
the manufacturing, construction and services sectors. However, shortage
of labour both skilled and unskilled is expected to remain potential

- constraint to.growth, Therefore the Government has introduced several

incentives to encourage private sector to provide training and undertake
researchh and develcpment programme to increase productivity. '

The Government has introduced several tax reduction and import duties.
This will increase the disposable income of the peaople. Higher
disposable income will in turn increase the prospensitv to consume.
Action must be taken to control the purchasing behaviour so that
inflation rate can be kept at a minimum level. A tight monetary policy
should be maintained and at the same time prudent fiscal measures
should be continued. Beside this, enforcement on regulations should be
strengthened and supply constraints should be addressed.
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