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AT E BUDGET SUTHOHARY

Thig is the thirteenth yvear of our firm's tradition in the bresentatian of
the Budget Summary on the budget day. We are happy to once again fuomish

for your appreciation our summary and synopsis of the 1996 Budget
Proposals.

This stmmary is based on the budget spesch delivered by the Honowurable The
Minister of Finance, Dato Seri Anwar Ibrahim to the Parliament on Octaber
27, 1995, In compiling this Ssummary we have concentrated on those matters
wiich we consider to be of importance or interest to the readers. Car
SYNopsls comprising particulars of budget proposals on a comparative basls
over a pericd of seven years together with the summaries of the taxation

arendments affords an opportunity to the readers to assimilate information
useiul to them. _

The suwrnary is divided into the following sections -
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B Highlights '. 4
C Summary of Amendments to Direat Taxa.tion _ 10
D sSummazy of Amendments to Indirect Taxatior‘x-.- ©19
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SECTION 5

18996 BUODGET: FORBEWORD AND IO R Y A ey

THE 1996 Budget can be best described as  a focus budget aimed at managing ang
sustaimang the heating economy. '

This year's budget is formulated to allow for:

* growth to be sustained at a low inflationary level;

* the capabilities of the service sector to be strengthened;

* human rescurce and technoiogical capability oeve¢opmnnts to be upgraded;
and

* the agenda for social development to be continued.

The govermment aimed to raise an income oif RM54.378 Rillion newt vear as
compared to RMBG,380 Billion in 1995, OF this amouni RM12. 702 Billion will be
used to run the country. Another BMI4,201 Billien will be expended  on
develommental programmes. In 1295, It cost the government RKM38,292 Rillion to
nm the country. It also incurred RM13,502 Billion on development.

Various monetary and fiseal policies have been drawn Up Lo meet the sbove
chjectives. Yhese range from the reduction of mersonal and cooperative income
Laxes to incraseses in road taxes an& extencing the covarage of investment
incentives to new industries.

BUSTRATHING SRrYWTey

To ensure that the growth is maintained with low inflation the government will
continue its tight monetary policies. The use of credit cards will be
discouraged by increasing the minimu monthly payments to 15% and savings
encouraged by increasing the EPF contribution of the elmpioyess by one percent
o 11 percent.

At the same time, the maximum deduction for tax purposes in respect of
contribution by emplovers to EPF and other approved schemes will be increaced
by 1% to 17 percent.

There will alsc be vet another issue of tinal savings bonds of RM1 Billion
in 1996. In addition, interestc income received by individuals on savings and
fixed deposits with financial instituticns will be exempted from tax, subject
to specific copditions.
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Above all the redustion and abolishment..cf import duties and sales taxes on
over 1510 items weuld reduce the costs of business.

BERVICE BECTORS

The most significant contributor to the current account deficit is the
services balance. Malaysia has consistently been showing a deficit in this
account as this sector of the economy is largely underdeveloped, It is
therefore timely that this sectar be modernized and made more  dynamic to
enable 1t to act as a catalyst for economic development and explore
opportunities for export services. In this regard the present tax incentives
have been increased and also extended to include sectors that were previously
not included such as the commmication and broadcasting, public utility and
transport.

Existing facilities for domestic tourism resorts and medium accommodation will
ba increased to encourage tourism. In addition to increasing the capacity and
efficiency of existing ports, a new port will be built in Taniong Pelepag in
Johore. Whilst, Port Klang will be converted into a free port anpd with itg
advantages to embark into entrepot trade.

93t of specialised insurance services 1is still ceded abroad in the form of

reinsurance. In order to reverse this trend, Malaysia will have its pun

reinsurance to meet Malaysian needs thereby saving ocutflow of funds.

LAROUR SHORTAGE AND PECHNOLOGTLCAT. CAPARBTL.LTIES

To overcome the tight labour market, investments in low-tech and labour
intensive industries will not be encouraged. Additional incentives ile
investments in Research and Development of Science and Tachnology will be
introduced teo stimulate the shift of emphasis to the use of sopristicated
capital intensive technology.

Institutes of Higher Learning would be increased and - improved o enhance
technical capabilitiss of the Malaysian labor force. Industrial Building
Allowance in now extended to educaticnal buildings,

CONTLINUING AGENDA FOR SOCTAL DEVELOD M

In line with the govermment aspirations to develop social fundamentals, the
budget has provided for women to embark  on entrepreneurial and management
Progranmes . L

The government has also launched and promoted activities for vouths in various
nomms to harness their porentials and talents towards the developments of the
economy and in turn to be swaved from unhealthy activities.
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CONCLTRa TON

As the economy moves into the Seventh Malaveia Plan the challenge of the
economic mapagement an 1996 will be the ability to manage for growth, to
ensure that the momentum 15 sustainable. Similarly strains that have emerged
in the current account. deficit of the balance of payments andé in the labour
markets reflected by high-wage-low-productivity pressure mist be overcome,

We are at the turning point.  Technological dreakthrough and crumbling
national barriers are pressuring public and private sectors to become more
efficient and entrepreneurial in order to compete in the glebalised markets.

It is up to us Malaysians to make the 1986 Budget work. Therefore, let us be
experts at working to  improve productivity rather than being expert
passengers. At the same time, be in the habit of saving. ‘This is oot for
purpose of denying the citizen the right o a better standard of living;
rather, there must be a conscious, concerted effort o reduce the supply of
money in the markets — a necessary step to reduce inflation.

The visionary leadership of todav can plan for strateoic changes. The Rakvat
ear make the changes a reality.

for ALJEFFRI & CO

Syed Amin Aljefiri
Managing Partner
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HYGHL LI GHT S

REDOCTITON OF INCOME TAY RATHES FOR ITNDIVIDUALS

- MAKIMUOM HATE REDCCED FROM 32% T 30x%

e REMAINDER TTERS , TR nAaTrEs WIT.T. B
REDUCED BETWEEN 1% TO 2%

REDUCTION OF INCOME TAX FOR COOPRPERATTIVES

— MAXIMOM RATE  REDOCED PFROM 3I2% TO =ZO% ON
CHARGEABLE TNCOME EXCEEDING RMS OO0, 000

- REDUCED BETWEEN 1% TO 2% ON OHARGEADBLE
INCOMYE TLESS THAN RMS00, 000

ITNCREASE TAY RELTEEF BFOR ITNDIVIDUALS

— THCREASE TARXR RELIETE FOR  CONWIUTBUMTOMNE o
APPROWVED PENSION ETIND AND INSTURANCE
PREMIUMS BY RMZ, 000 SPECTALLY 0O CSOVER
PREMIOMS oM EDOCATION AND MEDT AT,
INSTORMANCE .

- ETTHER HUSBAND OR WIFE TCY CELACTM LT

RELITES SO CHTILDRERN

ADDITIONAL = TAX RELTHE FOR THE 2SLOERLY AND

HANDI CAPPED

e HANDICAPBREN & CHILDREN — I CREIN SR FROTEE

BMIL,S00 TO BMS, 000 FER SORELD

—_ THE PURCHASTE OF ﬁﬁPPéﬁT EQUITTEFMENT  EFOR R

HANDIOAPRPELD INCREASEL FROM »nM3  O00
RMS . 000

- MEDT AL EXPENDITOURE IINCORRBED ON PARENTI

INCREASED FROM R3MI1, 000 TO BHS, 000

T

ENCREASE HEREEF CONYTRIBUTION BY EBEMPILOYEIS R OM

AOo%x T 1A%

1
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TAY RELIFEF FOR FMPLOYERIS CONTRIBUOTIONRS T EXOPE
AND APPROVED SCHEMEDS

THE MAXIMOM RATE TS INCREASED FROM 1L6= T

= W -
-~ ITNCREASE REAL PROPEOTY GAIN TAX ON DISPOSALS
NOW BEIORE
— WITHTN TWO YEARS 30% Z0x
- WETHTN THREE YEARS ZOx 1w %
- WITHIN FOUR YEARS o s 1o%
— NON CITIZEN TNDIVIDUALS son AS £
ABOVE
e LEVY ON FOREIGN PROPERTY BUYER

— A TR DE RMALOD, OO0 RBE ITHPOSED ey iy 4 =5

RELEVANT ST AT E AUTHORITY O EVERY
PORCHASE D A, BESTATE By FOREILGH
THYEREDNERTS

o~ LA R EEOM TAX ON  THTEREST TNCOME

- BEAVING ACCOUNTS OF UFP TO RMLOOD, ODO

FLIYED DEPOQSTITE OF LESS THAN 12 HMONTHE AND .
WEe TO A MANITMUIOM OF RMILOO, 000

—_ ALL ¥FIEIMED DEPOSTITS DE.lZ'MONTH& R MOREYE

ABOLISHHMENT OF IMPORT DTS AND SALRS TAXES
ON ALL BAELIC MEDIYCAT., ERUIIPMENT )

o LN RIS E MINXMMO BEAYMENT O CREDLIT

CIAXTD S
MONTHLY BALANCGES PROM O 1LO% T 1%

Ui
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TNCREASE. ROAD TAX

- FOR CARS MECEEDTING L.000 C.C. TR QAATE Ta
INCREASED By i T { BTNy =20 SEN bt il ] =0y
BEN PER <.C. )

- FOR EETIROT, CASSENGER ') N =11 ORI B Y
COMPHHIES, THD mrATE IS INCREMNSIND FIRUOM WO
IO THREE TIMES THE RATE LEVIIED O PRIIVATIE
EPETEROL. PASOFNGER CARS

EIWE N TEHLES ELIGIB LTy OoE TR REINVESTIIN D
ALTOHANCE T INCLOD®E - THRE PRODUCTION o
ESSENTILAL FOQOD TTEMS

RATTONALISHE TR HMECRHANITSM O O GELART X1 O
BREINVESTMENT ALLOWANCE ‘T BE CONSTSTENT WITL
THAT o PLONERR STraAaTOS R INVES THENT TAK
AL OWANCE

- EXEME T D e o FTOx OF THE STATUTORY
INCOME POR ANY PARQTLOULAL WHAR

— TUNABSORBEDN ALLOWANCE OO BI  ATLOWED Ty
BE CARRITED FORWARD TH™C . TR FOLLOWI
YEARS UNTIL FULLY P LISEDS

- QOUALTEY NG CAPITAL D ENPENDITURE rs
INCREAIFIY FROM S0% T &0%

oo COMPANTIES LOCATED . TN THE . CERB STEROd CORRITOR

COF FPENINSTILAR MALAWS LA, SADAM AMD DARAWAR
WOUULID BE ALLOWED FLEXIBIT.TTY o TEYILISH
FULLY THE ALLOWANCT TN A S2ENGILE WiImAaFE

Exrmﬁm OF TETITNVESTMEAMT ALGLOWANCE AHCLOD®
THE PRODUOCSTION O ESSENTIAL FOCOD IEMS BUyaH
aAsS PAIDIDY . MATZR, RIS VEGEREMABILE, LA o BN
PEARING O LIVIESTOCK AND plag > & 2 PRODTIC T LON o
AQUIACOILTUORI

REDUCTION OR ABOLISEHMENT OF 3 HEORT DT TES
AND/OGR SALES TAXES TO SEDOCH THE:,  COST O
BUSINESS '
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— BOD CUEME COMPRISTING OF FOOD PRESARATIONE
RO FROITS , MATERLALSG FOR PLABTICS
PRODUOCTS , TEXTILES PRECIOUR HTONE , A ND
SILVER FOR JEWELLERY, ITRON AND STERIL. AND
A VARTETY OF ELECTRIO @ HMHOTOR, GENERATORS
AND FPRINTING EQUIFMENTS

e 710 TITEMS COMPRISING OF PLASTIC PIPES AND
TUOBES | TEXTILES , ERON AN STEKEL~BARED
PRODUDCTS, WATER HEATERS, FEFLECTRIC CONTROL
PANFEFI.S AND LINSUL.ATED CADRLIES

IRCLIFDYE, RECONDITILIOMNED HEAVY MACHTHNERTES B
EOQUIPHENT TH THE PROMOTLON OF INVEERTHMEMNT AT
1986

FXTHENSTON (‘Z)ZE" TAHAEXE IHNCENTIVES IN THE SiERUITom

SBECTOR LIKE#I-HI_Q?EL - TOOUORISM AN BHRHIPEPIING g )
T HNCLLOTID I APEPROWVELD SERWV T CE PROJESTS I TEIE
COMMONTICATTONS, PUBL I C TrTILITYIHES COANID

TRANSDMORTATION SSOUOB--SPEOTORS
;
— TN COME TAX EXPFEMPTLON =) - BETWEEN 7O o
100% ON STATDTORY ITNCOME FOR A PEOTOD O

_CBETWEEN FIVE T TEN YEARS

e TNVESTMENT @ ALLOWANTCIE OF BETWEEN E0% T
' Lo0o% DN  UAT.TEY TN CARITAL EXDEND TTTRE
O .Y PERIDOD o FIVE = YEAR:S . THT S
ALILOWANCE I8E ALLOWED AS A DEDOJGTEODON OF
BETWEEN 70% TO A1AD00% OF STATIITORY THCOME

— INDIISTEILAL BUUIL.DING AL TW AR NCE BFOR o v &2
CONSTRUOCTION OF BOUILDINGE DNDER ADPDIEUVED
SERVICE PROJECTHS

XNCREASRE ATRPORT TAYN FOR THNTERMNMATITONAL, "FREAVET.

FROM RHM20 TO RHM40 EEFEEDOTIVE JANOARY A, 1996

T FHNCOURAGHE TR UTILTEaATTON DF  HMAT.AYEILIAN
PORTE AND SHYPPING

— THE ELEeECTrRONIC DDATA EINTERCHANCGH {EDX )
WILL BEGIN OPERMATION ON OCTOBER Si., AoDn
TO ENADLYEY CARGO CLEADANCE PROCEIDMTRES MOLLE
EFFICTRENTIWY
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— INCREASED e RATE o Lavy ON  SooD
VEHICLES LEAVING TELL S CIOUNTRY HFROM PMI OO

ro RMZ20O0O BEXCLIOODING THOSE TRANSPORT ITNG
PERISHABLE SOOI,

. FOR LADEN VEHTCLES ENTERING MATAYSTH , 2N

T LEVY OF RM100 WILL BE IMPOSED

THE SEPTTING OF THE MALAWSTAN R IR TR TONAL
INSORANCE {LABUAN) LIMITED

ENCOTDRACE THE DEE OF COMPOTIrRE AMOMNCC TEYEY
RAFYMAT

— ABOLISHMENT OF SALES TAX ON COMPUTERS AR
THEIR COMPONENTS INCLUODING SO TWARL

- THE CAPITAL ALLOWANCE RELATED TO EXTENSES
oN COMPUTERS AND OTHER INFORMATION
TECHNOLOGY HQUIPMENT BE ALLOWED OVER A
PERIOD OF TWO YEARS

PROMOTING AR _ AD COLTURE AN TH¥:
BROADCASTT NG IHNDOSTRY .

- EXEMEPTTITON OF ENTERYT AT NMENT DTy (=) )

ADMISSTONS O BETAGE PL.AYS OCRISANISED BY
LIOCAT, THEATRER GROUPS im FEDERXAY,

TERRITORTES OF RYUALA LOMPOR AND LABTAN

THCEREASTE e oON FORETGN WORKERS B IR

DOMESTTC HELFPERS AN UNERILLED WORK TR TN
AGRICUOLIORAL SECTT: :

NOW BEIORE
e VHSK LD WORKERSD RHME 40D il ¥-Nrtal
- SEMI-SRILLED WORKERS 1, 200 500

e FOR THOSE WEC AL SUBISECT T INCOME TAX
IHNCLUDRDING PROFESSTIONATLS r THE §LEVIES PAID
WILL BE ALLOWED AS A REBATE
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CONCESSTION GRANTED TO. . INVESTOR HOR
DEVELOEMENT OF THE WAFER TINOUS'TRY

PIONEER ST ATOS COR I EESTMEN T PRI
ALLOWANCE FOR A DPERTOND OF 10 VYERRS O

HMORE

BPECIAL GRANTS roE THE TERA TN [ -
MALAYSIAN ENCINEERS AND ACEENTISTS

THE PROVISION OF UNINTERROETED BUOPPLY O
ELECTRICITT™Y CLEAN WATER, TOXIC WASTH
STORAMAGSE, FACTIL.TTIES AND THE CONSTRIICOTTION
OF ELECTRIC SUBSTATTIONS

RECRODITMENT OxF PFORITGN. ENGINERERS ANI

SCTENTISNTE AS REOUIRED

OTHRER FIBCAL, INCENTIVES

A3
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SBECTION O
ANALY&IQ:ON AHENDHMENTS 20 DLRECT TAXATTON
DEDUCTION FOR EMPLOVERS PFPROVIDENT FUOND (P )

4 APPROVED SCHEMPS BY EMPLOYIER

Presently, the maximum deduction allowed for EPF and apprbved schames
contribution by employers is 16%.

Proposal «
It is proposed that the maximum deducticn be increased to 17%.

Impact:

To increase national savings by establishing private vangion funds for
the benefit of the workers.

THAE EMIMPTTION (N LHTERESTY INGO!!E

Presently, interest recelved by individual on savings and fired devosit
accounts with financial institutions are exempted from tax as follows:

i) savings accounts deposit of up to RMSG,000 with any approved
institutions or bank or finance company lLicensed under the Banking
ard Financial Institution Act 1989

11} six month firzed depozits of up o RMlOO,DOO with Rank Simpanan
Nasional

S 1ii} fixed deposits of 12 months or mors with Bank Simpanan Nasicnal

Proposal :

It is proposed that interest income received by individual on savings
and fixed deposit accounts with financial institutions ars sxempted zs
follows:

i} savings accounts of up to RML00,C00:

11} fixed deposits of lesg than 17 months. and up ta a mavimum of
RM100,000; and :

111y fixed deposits of 12 months or more.



Lok

ALIEEFERY & CoO.
This exenption also applies o gains on savings and investment accounts
under the Interest Free RBanking Scheme (IFBS).
Impact:
To encourage savings among Malaysians and indirectly contained inflation
through in consumption.
TaX RELIEF ON APPROVED PENSIONS FUNDS AND PRKHIU}ES ON LIFE INSURANCE
Presently, the tax relief provided for contribution to approved pensions
fumds and premiums on life insurance (or Takaful) is subject to maximum
deduction of EM5,000,
Proposal

It is proposed that the relief to be increased by RNZ,000 specifically
Lo cover premiums onh education and medical insurance,

Inpact
Tc encourage savings for education and health, as well as to develop the
education and health care industries.
REDUCTION OF INCOME YAX RATHES FOR INDTWVIDOIMALSLS
AND COOPERATIVES
4.1  RESIDENT INDIVIDUAL TAX RATES
Presently, the maximum tax rate iz 32%,
Proposal
Tt it proposed’ that the maximum +ax rate for individuals be
reduced tc 30%. The rate for the other income groups are reduced
between 1 to 2% points.
4.2 COOPERATIVES
Presently, the maximum tax rate is 32%.
Proposal
It is proposed that the maximom tax rate for cooperatives be

redquced to 30%. The rate for the other income groups are reduced
between 1 to 2% points.

1
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%

Impact ¢

[
Al

The reduction of income tax rates for individuals and cooperatives
Will make the income tax structure more progressive and to lessen

the burden of the rakyat,

5. REINVESTHENT ALTOSIA N INCENTIVE

5.1

5.2

ELIGIBILITY

Presently, Reinvestment Allowance is only enjoyed by manufacturing
coucerns.

Proposal .
It is proposad that the eligibility of this incentive is exterded
to include the production of essential food items such as paddy,

maize, fruits, vegetables, the rearing of livestock and the
production of aquaculture. '

Impact :

To encourage large estate to partiéipa'te in the food production so
as to reduce food prices. _

TAX RELTEFS
Presently,: the  rate of qualifying capital expenditure is 50% and

- deducted against adjusted income, o

Proposal

‘Tt is proposed that the rate be increased to 60% and exemption up

to 70% of the statutory income, The balancs of the income would ba
taxed at the prevailing tax rate. However, companies located in
the eastern corridor of Peninsular Malaysia, Sabah and Sarawak
would be allowed to utilise fully the allowance in that year.

Impact :

To ensure the Reinvestment Allowance remains attractive as well as
fo creata more investment. .
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INCREMENT OF READL PROPERYTY GALNS TAX (RPGT)
BRATH
Presently, the RPGT rate are as follows:-
Disposal within 2 years after date of acquisition 20%
Disposal in the 3rd. year after date of acquisition 15%
Disposal in the 4th. year after date of acquisition  10%
Disposal in the 5th. year after date of acquisition 5%
?he above rate 18 also applicable to non-citizen.
Proposal ¢

It is proposed that the rate be increased as follows :—

Digposal within 2 vears after date of acquisition 30
Disposal in the 3rd. vear after date of acquisition 208
Disposal in the'4th. year after date pﬁ acquisition 15%

The disposal of any real property by non-citizen individuals will be
subject to a flat tax rate of 30%.

Impact : o
To curb speculation in real estate.

INTEREST INCOME FROM SPECIFIC BONDR

Presently, interest  imcome from specific bonds received bv listed
closed-end funds and unit trusts are taxable. _ %ﬁ

Proposal:

It is proposed that the above interest income are axempted from tax.
Impact :

To further encourage the development of the bond markat.

13
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ADDITIONAL BROMOTED ACTIVIVYIRER
Presently_activity of reconditioning heavy machineries and equipment for
construction sector is not recognised as promoted activity and therefora
not eligible for Pioneer Status and Investment Tax Allocwance.
Proposal :

These activities are rYecogrised as a promoted activity and thersfore
eligible for Pioneer Status or Investment Tax Allowance.

Impact

To reduce the import of new'nﬁchinery and equipment for construction
sector and to encourage domestic rachinery and engineering industries,

TAX TNOBRNTIVIES

Presently, tax incentives are onl?.available to selected industries in
the services sector like hotel, tourism and shipping.

Proposal ;
Lt 1is proposed that tax incentives is to he granted to approved service
prejects in the communications, public utilities and transportation sub-

sectors. The incentives are as follows : -~

i} income tax exemption of between 70 to 100% on statutory income for
a period of between 5 to 10 years:

i} Investment Allowance of up between 80 to 100% on qualifying
capital expenditure for a period of five years. This allowance ig

allowed as a deduction of between 70 to 100% of statutory income:;
and _ .

111} TIndustrial Building Allowance for the construction of buildings .
under approved service projects.

impact

To modernise service sector so that they can act as catalyst to economic

- development and to explore opportunities to export services,
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DOUBLE DEDUCTION

Presently, the expenses incurred wholly and extlusively in  the
production of business income is eligible for single deduction.

Froposal

It iz proposed that qualifyving expenditure incurred to promote the
export of services are entitle for double deduction.

Impact

To promote export of services and to enhance the corpetitiveness of this
sector.

CAPITATY, ALLDWANCE RAYE ON COMBUTERS

Presently, computers and accessoriez are eligible of initial allowance
of 20% and ammual allowance of 16% .- -

Proposal

It is proposed that the annual zllowance be increased to 50%,

Impact

To encourage the use of computers among the rakyat as well as
modlernising private sector operations.

INDUSTRIAL BUILDING ALLOWANCE

Presently, expenditure on buildings and hostels: used for education,
including techmical and vocational training are not entitled to claim
industrial building allowance.

Proposal

It is proposed that the above expenditﬁre be given Iridustrial Building
Allowance of 10% per annum.

Impact :

To make Malaysia a regional educational centre and a focal point in the
fleld of technology. :

15
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DEDUSTION N, RO TN T NG R P B O R

Presently, experditure incurred to train workers before commencement of
business is not deductible except  for small and medium-scale
mamutacturing concerns.

Proposal :

It is proposed that espenditure incurred for the purpose of preparing
skilled and trained workers is deductibile.

Immact
As an incentive to companies providing appropriate training for new

workers.

DOUBLE DEDOCTION ON HEBEARCI—I & DEVELOPHENT
{R & D) EXPENDITIIRE

Presently, local universities are not recognised as approved . ressarch
institutions under the Income Tax Act 1967, Therefore, company
undertaking R & D activities in this institutions are also not eligible
for the incentives, '

Propogal

It iz proposed that  local universitiez be recognised as  approved
instituticns for R & D,

Impact

To strengthen the linkages betwesn institutions in the public sector and
Industryv.

TAX INCENTIVE XOR SAFDR INDISITRY

Presently, wafer industry is not entitled to claim Picneer Btatus or
Investment Tax Allowance.

Proposat

It is proposed that the above industry is entitle to claim Pioneer
Status or Investment Tax Allowance for a period of 10 years or more.

Iopact
To encourage the deveioﬁment 0f the wafer industry.
16,
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OPTION TO CLATM CHILD REL TEE
Presently, cnly husband can claim child relief.
Proposal

It is proposed that either husbamd or wife be given the option to claim
tax relief for their children.

Impact :

To ensure fairness to women and tax planing.

TAX RELIEF FOR &a‘nrnxaﬂrmmu TOWARDS APPROVED
WELEARE AND SOCGCIAL SERVICES PROJECTS

Presently, only contributions to approved institution is deductible.
Proposal : -

It is proposed that the contribution to approved weizare and social
projects is deductible.

Impact. .

To encourage corporate sector to give contribution foward welfare and
social pro:ects

-TAX ]BELLEEF FOR THE LESS ZE"C)RTUNATE ANDXVIDU

Presently :- -

i} Tax relief for handicapped children is RM1,600 per child

ii) Tax relief {for the purchase of support equipment for the
namdicapped which includes self, spouse, child or parent is
raestricted to RM3,000

iii} Tax relief for medical -expénditure incurred for parents is
restricted to AM1,000

Proposal
It is proposed that all the above tax relief be increased to RMS,000.
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Impact

To assist in the care of aged parents and tha unfortunate in line with a
caring society and respect for the elders.

CAPLTAY. ALLOWANCH ON ENVIRONMENTAL OO DM

Pregently, qualifying capital expenditure on equipment iz eligible for
initial allowance of 20% and annual allowance of 17%. :

Proposal

t 15 proposed that capital allowance related to the expenses incurred
on the above equipment be allowed as a deduction over a pericd of thres
years.

Impact

Te encourage corporate mector to participate in environment protection.

18
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SECTTON 1D

AEMNDMIDNTSG 0 TN T E T AL AT T O

I . THPORT ISy

1.1

Y
b

REDUCTION .

Materials used for the Production of Domestic Markat Products

Import duties for more than 710 items which include rlastic goods,
textilss, iron and steel based products, and electrical apparatus
will be reduced.

Impact:

This will encourage competition among  the producers and wiltl
ensurs sufficient suppliss for domestio market.

s

-BOLISrMENT / EXEMPTION

A1l Rasic Medical Ecuipment

a)
Impact:
it is hoped that the quality of health care services in this
country will be improved so that citizen will enjov hetter
nealth.

o) Specific Bauipmsnt and Inputs used in the Production of
Tood.
Inpacth:

o increase production S0 as to meet  the demand  and .
Y o o . c i
whereore curbing inflation. %@ﬂ

[

Raw Material/Components and Zquipment used by Manufacturing
Sector

Tmoort duties for 800 items which comprise food preparation
from fruits, materials for plastic produsts, taxtiles,
crecious stones and silver for Yewellery, iron and steel,
orinting equipment, and variety of electric moteors and
generator

1
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Impact;

To reduce the cost of production o that the manufacturers
can produce cheaper o .

EXPORT INOTry

Export duty on processed palm oil will be suspended for one year
effective from 1 November 1905,

Impact:

To ensure that the competitivensss of processed palm oil in ths

international market is continused.

ENTERTATNMENT Dy
The entertainment duty on admissions o stage plays crganised by local

theatre groups in .the Federal Territories of Ruala Lumpur will be
exenmpted. ' g

Impact:
To cultivate.i¢teres£ in our local arts and culture, and therefore it is
hoped to curb the bad influences from foreign culture, :
SALES TAX
4.1  ABOLISHMENT
a.  Basic Medical Equipment

Impact: _ o

It 1s hoped that the qualitf'of health care gervices in this

gg:gzi? will be improved so that-ci;iZen will enjov better

b. Raw Material/Components and Equipment used by Mahufacturing
Sector

Sales tax for 800 items which comprise food preparation from
fruits, materizls for plastic products, textiles, precious
stones and silver for jewellery, iron and steel, printing
equipment, and variety of electric motors and generators.
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Impact:

To reduce the cost of pro&uctlon 50 that the manufacrturers
can produce cheaper goods.

&, Computer, components and software.
Tmpact:
To reduce the cost of computers and therefore this will
sncourage the use of computers among Malaysian and at the
same time to promote the modernisation of private secter
cperations.

ATRPORT "T'AN

Airport tax for international flight will be inctease from RM20 to EMAO
effective from Jamuary 19985,

Impact:

To discourage Malaysian from travel abroad and therefore reducs the
outflow of MHalaysian Ringgit. At the same Lime, it is hoped that
Malaysian will travel locally and hence promote domestic tourism
industry.

However it is doubtful whetber the additional RM20 will have any
influence on the consumers. :

LEVY

6.1 Real Property

A levy of RMI00,000 will be imposed on eavery pmrchase of real
estate by'forelgnerb

Impact.
To curb price increment in real property.
6.2 Goods Vehicles
The levy imposed on goods vehicles leaving Malaysia will be

increased from BMLOOC to RMIO0O0, axcept vehicles transporting
perishable goods.
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For laden vehicles ontering Eﬂalaysia, a levy of RM100 will be
imposed,

Impact::

To encourage the utilisation of the domestic rorts and make Port
¥lang an entrepot used by ships all over the world.

However, the intention of the increase in levy may be defected if
there is an existing long term contract <o utilize foreign vor:
for exporting of the goods . the present conditicn of demestic
ports are not condusive, and the avoidance of using the causeway
oy using tug-boats.

Foreign Workers

The levy imposed on foreign workers will be increased by 100 per
cent for the umskilled and zemi-ckilled workers in  the
menufacturing and construction sectorsz. This increment will not
include domestic helpers and unskilled workers in the agrlcultural
sector, :

The levies for those who are subjected to income tax will be
allowed ag a rebate.

Impact:
To reduce the dependence on foreign workers, and at the zame time,

to accelerats the shift from labour—intensive industry teo capital
and techwology-intensive industry.

]
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. DARTICULASS

1950 & 1934

) interest earmad by indi-
fidyals  froz  Corporate
beds other than copver-
tible loan stocks issusd
by corpanies mot listed
on FLSE but rated by the
Rating kgency Xalopsia Bhd

c) fash pavesat in e of
leava received by Govern-
- 2aat Servanls

i} Bojally o works of
writery - Sxerption Linid

) {nceze frew translation
of tooks & tilerary werk -
Eesrption Lisii

f

Cash keard received by

griters, Scieatist and

~ artist fres Gosernczatf
 local kuthority

Insesteent incoxs Teceived
by asnuitant free the dis-
sosal of aapuilies by Life
ihzurancs & Yavaful copa-
niss

g

1390 Taxable
1491: Tazable

199G: Tarable
1991 farable

1999 Bo 600
1551 Ris, 000
£990: 243,000
£391: EX3, 000

19300 farable
1995 Tazabls

1990: Tazabls
19%0: Tazable

1792 & 1993

1952
193]

1332
1993

1982
1933
1932
1593

992
1553

1991
1193

:Taxahle
:Taxable

sTaxable
Branpled

(BEL2 004
17,004
RHD, 00
*RHS, 603

Taxable
Brerpted

Tazable
farahle

1394 & 1995

ALITEFEY & 09,

BULSET 1938

1394
1395

193
1995
1994

1393

1954
1393

1994
R

:Erenpled
:krenpbed

:Ezeppled
:Exespled

RHIR 500
1BH20,000
(BELZ, 000
412,008

‘Exenpled
Raenptod

Yaratis
reapted

Ho change

Fa change

#5 changs

o change

Ay chenge

fo change
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¢} lasurance Company

a} Basts of charges

b Clags Ieeurrsd But
fol Beported {180}

1930;

135

140

8L

the adjusted incoee for  1ife
insurance bLusiness is calculated
using the aggregate of Income
Fioo investmesl and realisafion
af Investaent and deducting there
froe @ propotiion ¢f nanagenenl
erpenses  and compmlssion provided
that the comsisslon shall pot
gicaed 28 of balance of revenue
account. The itcone i taxed al
CoRpdgy [aia.

Ko cbangs

Gengral provision of [HRH is not
deductible
Kot deductible

1992 & 1993

1992 o change
1491 Yo change

1YL :Rot deductibie
1193 Mot deductible

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

1994 ¢
1395 :

155 .
1395 ;

ALIEETEL & 05,
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No change Ko change
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sepdrate soures of income

Hanaqenent expenses acl coseission
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adjusted income for life fund

thargeable income for iife fund is
tazed at 83 and chargeable incose for
sharetobders' fund 15 taxed 4l 204

Aot deductible
Deductible 1f confirsed by fank
Keqara

Ha change
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_PARTICULABS 1990 & 159% o 1997 & 1993 1984 § 1983 BUnGEY 1996
D} Daductible Expemses
i) Promotional Item . 199¢: Not deduetible except :- 1397 :§o change 1484 :Bo change . Hochange
L -1} progotional sample of product 1953 X0 change . 1995 :Deductible if the iter incorporate

of that busimess a canspicaus advertisenentfloge of ”

i} promotional gift at trade - o the company i
faits Jf trade or isdustrial - ——
exhibition beld outside Malay-
sia for the promotion of
grpart

11} eptertainment for cultural or
spoTting events open to public
sholly to promete the business
of that person

13%%: K5 change -
[¥3]
o
b} Bonation ’ . 1990: Bonation to approved imstitution is 1992 :Ho change E 1494 :Organisation established exclusively  Contridution towards apprafed azlfars axd
- deductivle fron agqregate incous 1393 :Ho change ) for  conservation / protection of  social services projects in Lhs fielﬂ Uf -
199%: Cask contyibutionr to  epmoved environgent be included as on approved - education

research lostitute is deductible institution - - healthk

from gross business income and this ' : - housing

contribution is eligible for double ' fontribution up to §100,000 to sublie - infrastructurs

feduction , Iibraries and libraries of school and - public amenities

higher  sducation imstitution be
aliowed as deduction im arriving at
the adjusted lacope

1995 :Cash contribution te Govermment and
quasi-Governgent training institutes
ané  vocational [ tectmical training
institution are daductible ip arriving
at total income




PHRTICULARS

1990 & 1391

1392 & 19%3

1984 & 1915

ALJEETED & €0,

BURGET 1936

¢] Trpenses Incurred on pub-
tishing and translation of
beoks

© 4} Expenses incurred in pro-
viding library facilitiss
geoessible ta the public

g} fapemsss incprred on the
© provision of equipsent to
sssist disabled employees

_ P} Bire of motor vehicle

s
T Y p
q} frpenses incurred o train
WOTAeIS by companies et
10 coraence business

1390 fot  deductible unless it was

incurred wholly and exclusively 1a
the production of imcome e.g.
publishing conpany

1991 fo change

1990 fot deductibls
194 fot qeductihlﬁ

19%0: Aot deductible
1991: fot deductible

1990; Restricted to §75,000

1991; Restricted to $50,000

fot deductibie

1

1332 :Ho rhange

1893 :Deductible from husiness fncome
if 1t was incorred on -
1} transiation ialo ; or
7} publication in the national

language of caltyral, literary,

professional, scieatifin or
technica] books Approved by
Pevan Bzhasa dan Pusiaka

1992 :Fot deductibis
19%3 :¥ot deductibls

1932 :feductible against gress business

income of the emplayer
1993 :Fa chanye

1992 :Ho change
19%3 Yo changs

Hﬁt deduetible

19%¢ 1Fo change
1935 :fo changn

1994 :Deductible fron business lncoms. Pof

raxime deduction is §190,900
1935 :Fo change ’

1994 Yo change
1995 :¥o chenge

1998 o thange
1%93 :Ko change

Nt Deductible

Ho chivage

fo thange

fo tirge

beductible




EARTICULAES

B} Double Daduction

3] [ssurance prezine paid by
e1porier to ¥alaysiap ip-
coperated insurance company
in tespect of gxported
tage

B} Freight charges paid to
Kalaysian Incorporated
Shipping Corpany for tran-

_ spartation on board of

o Halzysiem Ship-

¢) fraining . erpemses  for

- bardicagped person who is

- o6t an ergloyse of the tar
Payer

1950 4 15

1942 & 1993

ALJEERET 4 €0,

T A o L A ke R 1 7 ke e

1954 & 1995

e i i i g 8 7t L ke e e 7 e

1390: Single deduction
193%; Single deduction

199 $ingle deduction
1931; 3ingle deduction

1390: Hof deductible
194 ko change -

1492 :Sing!e deduciion
1993 :Single deduction

199% :Ringle deduclion
1193 :Single dedaction

1991 :£ligibte for double deduction
N LT
a} Training conducted in Nalaysia
and approved by Hinister of
finance or the training is
o conducted by g training
inskitetion;

b

—

Mirpose of the training is to
entance the handicapped person’s
eoployaent prospect: and

The handicapped persan must be
reqisteced «ith the inistry of
Kational Onity end Sccial Deve-
opmant

L]

113} (M change

g o et — i e

114
1995

1984
13%%

193
1935

:Single deducticn
:Double deduction

JBouble deduction
:Boubie deduct ion

:Ha change
Mo changs

%2 change

¥o chapge

ko change




1990 & 1991

3} Costifyiey erpenditure to prosste 8ingle deduction

the erpsrt of services

2} Basearch and Daveleprent activitles §ingte deducticn

© in the gpproved research institutions

1930: Single Daduction
1391 $ingle Baductiow

f) eevarue Erpsnsas incurred
i isternationa) trade
f2irs in Nzlaysiz {0 the

" prembisn of export

il
rada

Fejanie expanditure inonr- 1930: ML
16} ca resealeh approved 1991 Daunia Beduction
by the ¥imister of Finance - - :
CI yndertaken by 1 persca
rarficipating in industrial
2djusteent approved under
G134 Ik 1974, The erpenses
_ pust ke dncurrzd within in
S i ey

i3

15%: KL
1935; ik

hi Fapraais for use of servi-
cas af appreyed research
irstitutesfoonzanies

e e 2 T8 T P o {4 8t At it b b e e e e ks e =8 84

$997 4 1993

uuuuu

1942 -

1393 .

1992 .
1513 .

1982
1943 ;

Single deductinn

gingle deduction

Bouble deduction

i approved by 1994

KITT hut cost of exhibit excluded, 1995

¥o change

Ha change
fio changs

finghle Deducting
fayhle Daduct ion
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1994
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1934 & 1355

[IREIYE s

single deduckion
$ingle deduckion

:ko change
ko change

o thange

1995 <fe change

1384
%95

:Dovhle Deductton
:Dowhle Deduction

Daubte daduction

Douhlz daductica

o change

o change

By changs



PABTICULARS

ALIEFERT & L0,

1490 & 1991 1992 & 1993 1394 & 1993 BUDGET 1396
ki Capital R lowancs
fuatifying Rependiture -
a} Private ¥oltor vehicle 1990: Eestricted to 25,008 1992 :Ko changs 15%4 Mo change "o change |
1981 Restricted to §50,900 1993 Ko change 1395 ;¥o change ’ »,

b} Industrial Building
Building used for provi-
. sion for child care
.-+ lacilifies for eaployees

@ ¢} Building used for infus-
' trial, techuical or vaea-
©o tional Crakning approved
© by finanes einister

¢} Building used for research
© - underfaken by B30 coupany
L .4} Belated 2xpanditure on couputers
" and olher infaration technology
¢] Huildings and hostels used for
adicatlon

f] Enyircowental equipaent

1950
1991

13%0:
139]:

1530:
11

Yot qualify
Yot qualify

¥ob qualify

Not gualify

ot qualify
Kot qualify

Initial allowance ~ 20%

. hmnual allowance - 0%

Hot qualify

Initial allowance - 20%
dnnual atlovance - 17%

1952 Mot qualify

1993 oMot qualify

1492 <Kot qualify

1993 chot quality

1392 :Rot qualify

1333 :Mot qualify

fo ;hanqe

Wot qualify

Ho change

1994 sfvalify as fndustrial building
and sligible for 10% anmusl
atlowance

1995 ko change

1994 :¥ot qualify

1395 :Qualify a5 Industrial builqing

1994 Kot qualify
1935 :Qualify as industria} huildi;g

Yo change -

Rot qualify

o change

Ko change

Ho change

danual ailokance - 50%

10t

Beduction gver 3 years




ALJEFFRE & €0

BUDGET 1936

o it

PARYICULARY 1990 & 193¢ 1992 & 1993 1994 & 1395
3. COOPFRATIVE INCOKE TAX
i. income Tar Hate 1990: 5% - {08 952 4% - 15% 1996 228 - 343 Hazimum tax rate on charyable incens of
1981: Ko change 1993 :2% - 3% 1995 :]% - 32% kore than 3500000 is reduced from 373 to
e,
For other incape below §500,000, the rate
18 reduced batween 1 and 2 percontann
_ v points.
B, 5654 (b}xﬂeiief 1930: &% of venbers® fond 1992 :Mo change 1334 :Ho change fo change
' 1891: Ho change 1933 8o change . 1535 :8Y of member's fund

4, TRCERTIVRS

3. Beinvesinent Allowance (8h}
- dedurted ayainst adJust&&
- business. incoze
- unabsorhed  allovance is
carried forward and deducted
- against the adjusted business
incone of subsequent years
- tax free dividends can be
_ 6ac1ared fron exelpt incon&

o a

TR
kY

k]

1930; Given on  quallfying capital
srpenditere incurred on approved
preject for expansion of existing

- manufacturing  business uwp to
1.12,% : -

HA gate = 40% [big company] |
' 503 {small srale conpany;

19454 Extendeé to cover  approved
qualifying sodernization o1 diver-
sification projects from 1.1.%1-
n.12.9 '

1997 Ko change.

- 193] Ko change -

LT

1995

:BA rate for all nanuiactuz1nq conpanles

}ncentlve per1od extended indefinitely

il change -

this incentive is extended fo faciude the
production of essential food items such a3
paddy, paize, fruits, vegatahies, the
tearing of livestock and the production of
quacultﬂre

R zate is lncreaseﬁ frun.&ﬂi tn BP%

fualifying corpanies enjoying the RE Houid”
be exempted #p to 70% of the statutocy
incons and unahsotbed allowance woudd he
allowed to be carried forvard ints the
following yaars until they are fuily
utilised.

Companies located in the eastern corrider
of Peninsulat Halaysia, Sabah and Sarawak
would ba allowed to atidise 1003 of Ehe
allowancs in a single paar,
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PARTICULARS

1990 & 1991

992 & 1393

1994 & 1935

L3
o

8. Pigneer Statos

130

1991

Mijusted incowe for the first§
years  is  exempted from  tax.
Capital Allewance are not deducted,
Qualifying capital expenditure is
deened to be Incurred on the first
day of the past-ploneer perioed.
Pionear pariod pay be extendsd for
another 5 vears if  specific
ciiteria ars e,

Statutory  business income s
spepted. Capital Allowance {Ch}
nist be deducted. Unabsorhed Ch and

losses cannot be carried fervard to.

post-pianeer period.

Applicatien on or after IBIR I
- Rrewption - 70}, But cospany par-
ticipating in proxoted activity/

product of paticoal and strategic

inportance to Kalagsia stily
eligible for 180% erecpbion.- -

1992 W0 changs
1993 :Ho change

1994 :Pioneer companies located in the
Bastern Corridor of Penimsular
Yalagsia, Sahab & Sarawak are
eligidle for B33 shatemsnt from
their statutory income,

1985 :Jo changs

Extended to waler industry.

ALJEFFRL & C0




{. Investment Tax &1lowance
(1TA]

185

1350 & 1391 1932 ¢ 1443

1994 £ 1995

1% i qiven

1992 :¥o change
1933 o chiange

in respect of
quatifying capital expenses (HCRS
incuried within § years from
approval date and deducted against
adjusted income.

Rate = Yot excesding 106% of QCE

Unabsorbed allovance is carried
forward  and  deducted  against

adjusted incoze of subsequent years.

#pplication received op or after

11191,

- Bate = 603

- Peduction restricted to 10% of
statutory iscoms.

Company particizating in activity
of sational and strategic ioportance
to Halaysia still enjoy I1A of 100
on JCE, .

Nk o 5

1994 :An allowance of B0t on the QCF
Incurred subiect to 4 saxizua of
§5% of the statatory income wiil
e given te corpanies qualifyving
for 11h and located g the
Bastern Corridor of Pentmsular
Halavsia, Sabab snd Sarawal.

199% o change

i

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

ALIEFERY & (D

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

Ixtended to wafer indusiry.

[ncome tax ezzpption Detwean 103 to 1613
ob statutory income for a period hetwasn §
te 10 years to commnicatios, public
atilities and transportation sub-secter,
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ALJEFFRE & €0
PARPECULARS 1996 & 199 1392 & 1993 1954 & 1195 s RUBEEY 1934
8. Inyeateent Rllowance L1 2 Rk ) Investment allowance of between §0% to
: 100% or qualifying capital expanditere for
B years,
fhis'allaiauce is allowable as deduction of
batwoen T0F to 100% of statutory incons
to communication, public utilities and
transportation sub-gectar:
F. Incentives to Propote Mourisz
= . a] Touble Deduction 1990: HIL 1957 Ko change 1394 :Fo change Ho change

b Tay Erasption

1991: i}  Overseas expemses incurred by
botel and tour operaters
{ragistered with fIC}: for
proeotion of touriss -

ﬁ]mmMmmmuwmmw

Hinlstzy of Cultyre, Arts and.

Tourisa;

ili} training programae conductsd
by a training institution,

1990: The imcome of tour operators fion
bripging in at least 500 tourists
through group inclusive tour is
erempted from tax.

1991: The above exenption iz extended up

te 11.12.93

1593 :Ho changs

1992 :fo change
1952 :Hn change

1993 1% change

1954 Bxeuption iz ertended up io year ¥o change
2000,
1995 ;8o change
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PARTECHLARS 1990 & 1941 1992 § 1993 1954 & 1995 BUIGEY 1996
6. Incentive for Approved dpera~  1990: Chargeable income fron  the 1337 ; Chargeable imcome frox  the 1994 ; QW incentive is extended to cover . Mo change
{ional Head Quarters Cozpanies provision of quabifying services provision “of qualifying services comeercial banke and investzent
{gqi is tared at 108. Forma] corpozate less 10% tax is credited into an banking companies,
tax ¥ill be deducted fron dividend exenpt incoee acvount. fax fres '
paid fron this incone ' dividend can be paid fron this 1999 : Bince 1388 these incentives are
: _ account ' : given to foreign owned companies.
1931 Ho change : . fox locally owned cospanies are
' 1993 ¢ Initially OW) is linited to allowed to set up 01, The incen-
nanufacturing secter enly. ¥ith tives - are also extended to cover
effect from 1.1.93 this Incentive . a1l econoric sectors,
is extended to cover selected
gervice sector. '
. Incentives [o7 Copstruction 1590 Income earned  from  overseas 1992 1Mo change 1954 : Abatement rate is incraased to 70% fo change
Conpapies, consizuction project and resitied 1993 : o changs 1995 @ 100% exempted frow tar, . o
b : io Nalaysia be abated by 568, Mhe S ' S
abated incowe Is credited imto
exeEpt avcounts and | fax free
dividend can be paid out of this
accounts. B R
1981 Bo change
1. Incentives to promote Nalay- 1390: Generadly lincome remifted io 1992 : Ko change 1984 : Mo change except T0% of income from  JFo change
sian fo invesk oyerseap and Kaiaysia by resident is charqeabls 1993 » Ko change except 50 ¥ of the income overseas constryctien project and
teait the income io Halaysia to tar except incoms fron overseas from export of services in o1l and incone from export of services in oil
: « ganstruction projects {50% exsuption} gas industry is exeapted fron tax. and gas industry is exempted from tai.
‘ : 199% : A1l income arising from seurce pukside
199: Ho changa Kalaysia are exempted from taz.




1992 & 1931 1534 & 1995 BIFET 936

3, Incentive for Venture Capital 1990: Gain from Sisposal of shares ina 1982 : Zxemption peried is extendad from 1988 : Presently Y€ 15 required to imvest o change

Companiag {VOC)

venture compary {VC} i eaempted
(zok tax bet the galn will be taged
if the disposal take place 2 years

after the shares ara listed op FLSE,

110 3 yeats after the shaves being
Tisted on RLSE.

fass in respect of the disposal of
such shares 15 alloswed as dedugtion

1008 in high risk projects. %.0.F 1k
199, WL 15 orly cequired to have
not less 0% aof ifs investzent in
high risk and ney technology project
to be eligible for this incantives,

in computing the aqgregate f total

tar [eme dividend can be paid {rom
' incons of the V€. 1495 ¢ Ro change

the txeept incore.

loss in respact of the dispesal of

. such shares 15 ot deductible in
conpating the agereqate incoze of
the ¥CT.

Uaabsorbed peraitted axpenes caw
be carried forvard and deducted
against future income,

1933 : Ro change

{nabsorbed pereifled axpeases rcan- '
ot be carried forvard.

199« o change

. Incentives for Research and 19%0: I3 ' 1992 : o change 193¢ © Approved research cospanies rarrying £ change
Devainpeont Conpanies/ 1931« %o change oit F & I projects for hodding f
. affiliatefassocistes comparles be given

-+ Institution 19%: 11§ years tax exempbion is
o giver to approved T4 D
cospanies/ Jast itution

research allowance (B3] of 1604 of the
qualifeing capilal ezpenditurs [GE}
intureed within @ period of 10 yests,
Tha allovaace will he abated {rox the
stafutory income up to T08 of the
statutory iscose.

i1} Bividesds distributed by
these coupanies is erampted
o from tar in the hawd of
their sharsholders
' Bk of 9% on 4CE for 4 period of 10
years be “given to companies carry out
in-house ® & 0. This allowance will e
abated [ros statutory incose up to 701
of the statutory incone,

111} Unabsorbed losses cap be
carcied forward afier fax
erenpt period

iv] 5 years tar exesption is
given te e techrology
based firpe. fhese imcantives
will be effective {ros v 1992,

1395 ¢ Ao change




FAPTICULARS

5oORRAL PESVIRTY GAINS TAX

Tar rate o 94k Ok disjosdl of

fral yroperty By :

1boetizen

T reecltizse

b. SEEVITE 1aX

al gales and freserted
Falablichzcnls

e rer A o e 1 e T T T

135

190 & 190 .

1991 § 1893

Disposal within 2 yeurs - 203
Disposal within 3 years - 153
bisposal within § years - 10%
bigoosak wibhin 3 fears - 9

Dispusal withio 7 jeats - %
Bibposal wilhin I years - 193
Distosal within 4 years - i3
Dispasal dithin § years - ¥

gate - 0%
Prescribed Bstadlishsenls:
1} Botels having 7 2% (0085

11) Hestanrants, bars, snack-bars

a0 cotfes bouses located i
bolels '

111} Bestanraats, bags, smack-bars
and coffee houses locaied ol

side hotels haring ap anpozl
gales burnover » $540,004

iv] Private clubs haviag an aunual

sales Lurnover » 900,008

1992 :

v) Nighl-clubs, dapce Balls ;nd .

cebarels

¥ change

fate - 31
Prescriped Eadablishaznts
gafended Lo 5
ib o legal, architecturel,
aceolsting, surveying
and ergineering flees,
private huspilals &
consuligncy firus baving
turnover >$308,900 p.2
11} AMdvertising firws wilh
fucnover »§400,800 p.a
111} Porwarding agente, lampe
1icentsd molor vehicie
‘getvics & repalr centres

¥o changs

Yo change

: Bate - 5%

Prescribed Esteblishasnts
ertesded 1o
1) parkizg services
11} courier services with
antiga) ternover of
$150, 009 and above
£11) Dentist with annual
turaover of 3300,00%
and ahove
iy] Veterinariam with annual
turnover of §300,000
and aboye

ALJEYESRE & (O,

Pispesal withis 1 years - 30t
Disposal vithia 3 years - 0%
Disposal githin § years - 183

That tar rate of 1

0 change
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RLIEEFR] & (9.

PARTICULRS

1990 & 1931

1932 & 1933

1. SALES 1AL

© Inposed ;-.

vil Bealth cemtres & eassage
parloues approved by appro-
priate local asthorities or
lawfuliy registered

vii] AL1 places licensed under 535
{1}{a) & {b) of Fxcics Act 75

as 1st class public House and

1st class Besr House Licences

_183%; o changs

- 5% on foodstuff,
building eaterial
ang seni processed
goods

101 on other goods
uhich are not basic
necessities

Mditionally isposed
on other foodstufls
and butiding eaterials
and on certain vides
casselia tapes

1591

with turnover 5 §150,000
g4 '

v} Instrance cospanies for

insurance presium paid

by business establish-

aents,

Rate - 5%
Prescribed Establishments
extended to :

i} felecopunication services

il Security quard services

1iij Estate agents and

- racreatienal clubs

o changs

1894 & 1935

BUDGET 1336

1335 : Yo change

154 « Fo change

........
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PARTICULARS

1350 & 1951

1952 & 1833

1394 8 1995

BUDGET 1995

Exezpt ion

7. IHPORT DULIES

Fa
Le}

Beduced

Inc1zased

1330; Purther exemption for
the folloving goods ¢
Peutervate s0ld to tourists
Conczete building materiat
% saun tinber,
Heat.,

1331 %o change

1990 - Yoodstuff, household, inputs
phareacentical profuct and
agricultural inputs.

¥o change

1392 : Teatile, printing industries, focd 1994

rhesical, petal,

Uigarettes, Cigars, chetoots,
eigarillos, beer, stout, alcohol
¢ beverage '

Rachine cozponents including
coeponents {or generators
turbines, boilers and welding
tachines - aholished,

Sales tax on heavy machineriss
abalishad

Hedical equipment, fool, building &
construction items, stationeries,
rubber  producta, wood & paper
products, apparel & clothing acces
sorigs, footwear & headgear, ceramic
& glags products, Seal - precious
stones  huilding &  comstruction
raterials, hand ‘tools, implepents &
cutlery, household safety {texs,
eachinery & zechanical appliances,
spars parts for vehielss, electrical
b electronic equipsent & components,
furnitere, piscellaneous  articles
including artists brushers & travel
sels, potorised home, goods drought
i by passanger for persomal uge

________________

i} all basic medical equipnents’

i1} conputers and their conponents
incluting softuare - abolished

110 Lters for the following:—

- pipes and tubes

- textiley

= fren

- steei-hased products

- electrical apparatus such as water heter,
electzic contzol panels and requlated rablos

Superbike of engine capacity 500cc and Ko thangs

hove




PARTICULARS

1997 & 1593

1930 & 194

Irazptaed

khalished

b
3

- (R0 Conpoaeat for locally assenbled
lorries ¢ buses.
- frarts goods.

Yon-pometary gold bullien

~ fartain foodstufl, bousshold qoods -
and aqriceltoral inpots,

1931: 1997 : Gold, fond, housoheld good,
cinthing electrical & electronic

& plectrical goods

N5 change

1395 ¢

R

it

RLIEFFRE 4 (D

——————————

193¢ & 1995

i} all basie medical sqipments

i1} equipeents and inputs vsed in producing
fond on 2 corsorcial or group enterptise
basis #iil be exeepted

Infant and baby faod, ships & {loating
styuctures, works of att.

Fish & crustaceans, mailuscs 3 other
aquatic  invertebrates, i1k } craaes,
dairy  prodicts, edible vegetables &

partain toots & tubers, edible fruiks &
ks, preducts of the willing industry,
01l seeds & oleaginous, animsls or vege-
table fats, & oil, prepared foodstuffs,
gocoa & toced prepavatioms, preparation
of cereals, preparation of vegetables,
fraits, muts or part of plast, aiscsl-
laneous edible prepsration, petrolaue oilg
{ezcept emnosndiue glotamate}, essentiad
oils & cosmebic prepation, phetographic
ar  cinenatogeaphic  goods,  plasties
articles thereof, rubber § articles thereof
tav hides, skins, leather, articles of
sood, paper & papsr products, products of
printing Sndustry, nonsoven garns, carpels
b {abrics, other nade wup fextiles, head
qear, articles of iron, steel 4 other
netals, machisery # mechanical sppliances,
electrical smachinery & equipsent, optical,
photogeaphic & others, fuemiltuce, togs &
games, wiscellaneons manuiariored articles

400 ttems om 7av 13terial covponants and
equipments on the followings:-

1

1

feod preparations frow fruits
eaterial for plastic products
textijes

preciong stones

gilver for jeweilery

iron and steel

electric mators and qenerator

o thanga

Ao changs




FaREICULAKS

i

iLileazed

iolishad

Inctaaset

AT AREN
- abelished-

___________________________________________________________________________________________________________________________

of anikal origin, vegelanle
cpices, careals,

FiSi & 3l 1492 & 1993 1954 3 199
- Ciyars, chetoots, cigarillos, beer, -
stoul, alpohol § boverages.
- Yessel 706GRY, compoment parts used Heavy machinery, neat & edible meat offal
in the production of dury free products
Dpished guods, Conputers & compo- prtdects, coflew zate &
penls, [oisd, Rousebsld goids, lac, quas, raisins 4 olher vegelables szps
clolbing, elecirical 1 ¢lectionic & exteacts, vegatables plaitiog watesials,
gueds, sports eyniphent for lootball vegelables producis, rav sugac, residuss &
§ equestsian sports. waste frux the food Industries prepared
) amizal fodder, artiels felaled t breast
Y30 Ratchies, lighters, refrigerators, 199 5 Toed seasoning, dry balleries, tyres foe
eitut vpcles 1150cr, wios vehicles,
Cigarelles, bearfstout Cigareblas, beerfstost
Chb conposent lor lovdliy aseshied
furries aod buses, spotis wods.
- - 1995

D babers & bevareges, petzelevs o1 products

fupier Lyres & lubes, priedry calls,
batteries, youds whitles.

Ko chasee

Ko changs

4 chdngs

o chaige

i chamge

#u changa

v rEEmRm G- a .




PITTROTLORE

I.OOTHED S[CYIFICITY TLIES
3} Starp Pty
it J=strveents of Lzanfer
af prepagty

L} Torbrie] pateg

111} Instridant of 1o Aqroerspt

fre Tiuratjny

Bh Firport far

TP rtarges

4 frrerbagresat dpy

19% 5 199

fil

LA for every $E,000

Kl

Fi}

i

za
Pav
[

T o e A e ey

1997 4 1393

fil

Incressed from 8 maairum rate of
% 1o 4% which cover propertisg
valued &b we than F0A ANG

1997 ;
1493 .

A change

Bit

il

i

#il

193¢ -
1985

19

1934 1 1395

lig change

§1.5% for svory 1,000
I3 change

: i
1995

Snbjoct to starp dury to the
Rarinum of §5.04

fif

AR

papary 1995

Ba change

¥y rhangz

o change

Incredesd from 890 ta bHG.

it nm vahd
1} gede o gsviels dayugng tha ronstry b

ifzraased fron 5100 to Fi00

i}

JT0600 per mit - YA eenl

v} foreim warkers - jnrressa by 091 ppp
ercliding dresctin halpars a-d amabitled

warRare in fhe aaricuifaret gactaes

Prompiiom ag aleiczisg to ztzqn plap
prganiced by foeat thastre qeonee in 71 3nd
ERIZLY



shathuldo bas 4 Iyuk EFTRWEEE 135 & 194 ' aubatl léié

1) #lle) J;hxgi: Tosiwe fes Rl el ) IyH : Bid
1594 ¢ Heduewd e 531 Dur new
" generated diesel powersd
@ie vebiela

boguat ot _ Bk hih 4i4 Vabvldaat pdsamigel Cafzs 200 22 Al
atike, indieissd by 161

friful pamaalgst 0313 Lagsd f C.ojinid
the fale 1o dGageased 1o 3 tiies e ot

1}3 Edraal Lo3f

i

Ciude il 159 Eaekpiion uf 0% oo eust @il e Sliangs 154 faducad frea 258 10 203 ' Periud eatended for sncuner i
1931 Mazins of 50% 2zuaption 1935 ¢ fo change : : '
i aciual cost old :

i vined malcider keioussd
iete Cabilbalkn £290 Ruploger - I 1952 ; Bu change 1998 ; Raslewe conlllbulion By tupliies - 113
[#islzua rdntx;;uLauu by 1933 ; Baployer - 1t : gaplurer 1nereased 1o Lot Eailsw walitbullon by seplajic
aeployer - 1] Euploges - 108 1955 ¢ ho changz deductible Jor tar gurpuics 5 14
Biplojes - 9 ' e s
155E: B change
18 SETNES TR 30 fi ET Y S Ho change
1353 & lntetest tale celling of 9%
for howsing fuan bulid
§t00,000 be saintdined,
qurergent w11 proyide
1% iatersst sually Lo
- the financial dnstiturion -
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BECTTON F &

EBII*(I!)&IQ}( O REVENORE AND . BETECR T T A

X - STATISTICS
(In RM'D00,000} Percentage Increase/
. of Toral {Decrease)
in RM Valus
1806  194% 199¢ 15695
=M RH % g %
Scurce of reveme
Income tax & :
cther direct tax 21,077 2),985 38.8 43,6 {4.1)
Indirect taxes
and duties : . 21,466 18,574 39.%  38.% 15.8
Non tax revenues 11,815 g,821 21.7  18.% 20.3
Total 54,358 501, 380 00,0 100.0 7.9
Budget Allocation
Crerating Expenditure
knolument ,pension, _ :
gratuity 17,805 18,223 32.1  35.7 (2.3}
Debt servicing charges &,7%1 &,704 12.1 13.2 0.1
Supply & Services 5,990 6,088 10.8  11.9 (1.8)
Grants & Other N _
expenditurs : 10,760 7,277 19.4 14.3 47.9
41,266 38,292
Development Expenditure
Economic 5,768 5,876 10.4-- 11.5 {1.8)
Social _ 3,827 3,378 6.9 6.6 13.3
Security : : 3,162 2,478 5.7 . 4,9 27.6
Contingency reserve - 500 - 0.9 - -
General Administration 043 970 1.7 1.9 (2.8)
) 14,201 12,702
Total Expenditura £S5, 467 RG,994 100.0 100.0 8.8

Borrowing & use of :
Government Assets 1,109 Bld*

Hota : 1855 figuras ave latast estinates ag published in the Beonomic Report with tha axcaptioy
of tha figure * for borrowing and usze cof Sovernmant Assats which amount has not bean disclomad in
tha said raport,
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Total revenue for 1996 iz projected at ®M54,35%8 billion with an increase
of 7.9% over estimated revenue for 159%.

Direct taxes -comprising of income taxes om Cowpanies, individuals and
athers are expected to decraase by 4.1% from 1993,

The projected increase in revenues from indirect taxes of about 15. 4%
from 1995 is mainly due to increase in revenues from mport and exciss
duties and sales tax.

Non tax revenue is projected to increase by 20.3%.

P RN Ty e

Total budoeted expenditure are expacted to increase from an estimated
RM50,994 billion in 1995 to RM5S5, 467 representing a percentage increase
of &§.8%,

The operating expenses will increase £rom RBM38,292 billion to RM4L,266
billion. Ewoluments, pensions and gratulty comprises 1/3 of the total
Federal Government expenditure. This could have probably increased. The
Government had however managed to curb the increased by way of organisa~
tional restructuring of departments and privatisation.

Devaelopment expenditure is increased bv 11.8% in 1998 fronm BML2,702
billion to RM14,201 billion. This is in line with the Government polic
to improve productivity of the economy through infrastructure and human
resource development as well as poverty eradicaticn. Fcoonomic sarvices
continue to remain the largest sector wheraby 4€.3% of the total devel-
opment expenditure is allocated for this sector.

ANBLYESYTS OF CHEHANSES

The Govermment projected revenue will increase from RM50,380 billion in
1995 to RM54,358 billion in 1996. Rased on past racords, this projection
is an achieveable target despite substantial reduction in direct and
indirect taxes. This is because “he revenue will ncrease. due to strong
aggregate demand. On too of this, the Government is improving on the tax
collection machinery.

With regard to the categories of income it is obvious that thers is no
overdependency on any one source of income. The slight changes from year
to vear are due to the Government fiscal policy to adjust to the econom—
ic situatien, -

Emoluments continue to take the largest portion of the total allocation.
Emoluments represent 1/3 of the total expenditure. The Goverment should
continue its privatisation, reorganisation and redeployment. of civil
servants so that expenditure on emoluments could be reduced.
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MACRD ¥FOCONOMT VIEWEPOTENT

fr

The Malaysian economy had enjoyed ancther yvear of
Looking anead the ecenomic Crowih toward 21994 looke R

Urowih in
} : &z
growth will sirengther “he demancg for Malav

22
The i

Gn eI

¥sian mamufacturesd an
COMMCALtY exports. The expansion of the economy i expected to contirme
to be broad based, emanating from the manmfacturing, construction and
servicss as well as the mmng and agriculiure sectors.

[re ¢r

i/
fahoy -

L

On the external front as has been mentioned earlisr the overall balance
of payments is expected to eontimue to record & deficit though this can
be countered with expected merchandise surplus and sustained long term
capital inflow, is experted o improve during the second half of the
decade,

Growlh in the aggregate domestic expenditure continues to remnsin strong
With an expected slowdown in public consurption expenditura,

Given the above sCenario, the expected rapid rate of expansion, economic
and nmonetary policies must be continued to sustain  at COMDET 1ng
inflationary pressures, increasing domestic savings, and reducing
Lressure in the labour market
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