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From the President’s Desk

FARAH ROSLEY

S.153 OF THE INCOME TAX ACT 1967
AMENDMENTS TO THE FINANCE BILL 2019

Happy New Year! A wonderful
new year and lovely wishes for a great
year ahead.

The recent amendments to S.153
of the Finance Bill 2019 created
consternation among members of
the tax agent community of whom
a substantial number are CTIM
members.

In essence, the amendments seek

to a deterioration in the rights of the
taxpayer.

CTIM has written to the Minister
of Finance to reconsider these
amendments. A joint letter signed
by the Presidents of CTIM and
other professional bodies was also
subsequently sent to the Minister of
Finance.

The Institute is pleased to inform

to transfer the responsibility of the
approval of the new and renewal of
S.153 income tax agent licence from
the Ministry of Finance to the Inland
Revenue Board of Malaysia (IRBM).
In reviewing the amendments,
the Council was of the opinion that
the proposed change will adversely
impact the basic rights of the tax
agents and taxpayer community.
Fundamentally, there would be
infringement of independence
between the tax agent regulator, tax
collector and taxpayer arising from
clearly defined conflicts of interest
situations which consequently lead
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that the proposed amendments have
been withdrawn and were effected
via the amended Finance Bill 2019
which was passed at the Dewan
Rakyat on 2 December 2019. The
Institute has also received a letter
from the Ministry of Finance dated
5 December 2019 in response to
the Institute’s request for the said
withdrawal. An e-CTIM has been
issued to notify members of this
update.

CTIM has been regularly and
actively involved in engaging the
authorities and made key submissions
in Q4, among others as follows: -

Joint Memorandum to the
IRBM on Post-Budget 2020
Issues

CTIM, together with other
professional bodies had
submitted a Joint Memorandum
to the Director General of the
IRBM, Dato’ Sri Dr. Sabin
Samitah on 22 November 2019
on direct tax issues arising from
the Budget 2020 Speech and the
Finance Bill 2019 in relation to
proposed amendments to tax
legislations.

Memorandums to the RMCD
The Institute had submitted a
Memorandum to the Director
General of the Royal Malaysian
Customs Department (RMCD),
Dato’ Seri Paddy Abdul Halim on
26 November 2019 on indirect tax
issues arising from the Budget 2020
Speech and the Finance Bill 2019
such as improvement on group
relief facility under the Service Tax
Act 2018 and the introduction of
Approved Major Exporter Scheme
under the Sales Tax Act 2018.

The Institute also submitted
Memorandums on issues arising
from the Sales Tax (Amendment)
Act 2019, Service Tax
(Amendment) Act 2019, Free Zone
(Amendment) Act 2019, Customs
(Amendment) Act 2019 and Excise
(Amendment) Act 2019 gazetted
on 9 July 2019 and the Guide on
Digital Services dated 20 August
2019.

Memorandum to MIDA on
Investment Incentives

The Malaysian Investment
Development Authority (MIDA)
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engaged with CTIM and other
stakeholders in October 2019

to discuss on investments and
incentives in connection with the
Ministry of International Trade
and Industry’s (MITT) initiative
to formulate the New Industrial
Master Plan (IMP) for the period
2021 to 2030. Further to this
engagement, the Institute had
submitted feedback on the review
of Promotion of Investments

Act 1986 and issues relating to
the administration of incentives,
amongst others to MIDA. The
Institute also participated in a
workshop hosted by MITT in
October 2019 to brainstorm on
the issues and recommendation
for investments and incentives
for the new IMP. The new IMP is
expected to be ready in 2020.

Transfer Pricing Seminar 2020

I am pleased to inform that CTIM is
organising a Transfer Pricing Seminar
2020 on 21 January 2020, consisting
of many distinguished speakers from
the CTIM Transfer Pricing Technical
Committee, the tax fraternity and
government authorities. Members can
look forward to this event as there will
be many transfer pricing (TP) issues
such as Earning Stripping Rules, TP
dispute resolution, TP cases and TP
documentation and practical issues that
will be discussed during the seminar.
Please mark this date in your diary as a
‘must attend’ seminar.

CPD Events

CTIM successtully held a series
of Budget 2020 Seminars from 24
October 2019 to 5 December 2019 in
Kuala Lumpur and various locations
nationwide. Most of the locations had
almost full capacity of participants.
Members can look up our CPD Event
Calendar for Quarter 1 of 2020 (January
2020 to March 2020) in this issue of Tax
Guardian and the CPD events listed in
the Institute’s website (www.ctim.org.

SEASON’S GREETINGS
THE CTIM COUNCIL AND | ARE GRATEFUL FOR THE
MEMBERS’ SUPPORT OF THE INSTITUTE AND THE
OPPORTUNITY GIVEN TO US TO SERVE IN THE INSTITUTE.
| WOULD LIKE TO THANK ALL MEMBERS, THE COUNCIL,
CommITTEES, WORKING GROUPS AND THE SECRETARIAT
FOR THEIR CONTINUOUS SUPPORT OF THE INSTITUTE AND

EFFORTS TO MOVE THE TAX PROFESSION FORWARD.
| WOULD LIKE TO TAKE THIS OPPORTUNITY TO WISH ALL
MEMBERS, SEASON'S GREETINGS - “HAPPY NEW YEAR"

my) for more details on upcoming CPD
events.

CTIM Branch Activities

A Post-Budget 2020 Tax Seminar
was jointly organised by CTIM East
Coast Branch and the Kuantan Chinese
Chamber of Commerce and Industry on
20 October 2019. A Networking Event
with Tax Practitioners was also organised
by CTIM East Coast Branch on 10
December 2019 where various issues had
been discussed such as post-voluntary
disclosure, automatic exchange of
information, transfer pricing, digital
tax and services, imported services and
withholding tax.

A sharing by Industry Leaders event
was jointly organised by CTIM Sabah
Branch and MIA Kota Kinabalu on 16
November 2019.

The CTIM Perak Branch will be
organising the Perak Tax Forum cum
Annual Dinner on 13 March 2020 at the
Weil Hotel, Ipoh.

I would like to sincerely thank the
varjous Branch Chairmen and their
Committees who had contributed
their precious time and resources in
successfully organising the branch
activities for the benefit of our members.

Examinations

CTIM had successfully conducted
the 24th CTIM Graduation and Prize
Giving Ceremony that was held on 16

AND “GONG Xi FA Car*!

November 2019 at the Renaissance
Kuala Lumpur Hotel. The event was
officiated by YBhg Datuk Noor Azian
Abdul Hamid, the Deputy Chief
Executive Officer (Policy) of the IRBM.
Kudos to all the 21 graduates and the
prize winners for the best performance
in various tax examination papers. I
would like to thank the various tax
professional firms who had sponsored
the prizes for this graduation
ceremony.

The Institute had successfully
conducted the CTIM Professional
Examinations - Intensive Revision
Course for the Revenue Law &
Advanced Taxation 2 examination
paper from 25 November - 29
November 2019 to assist students in
preparing well for this examination
paper for the December 2019 sitting. I
would like to express my appreciation
and sincere thanks to En. Abdul Salam
Chandran who volunteered to conduct
this revision course for our registered
students.

Membership

I am pleased to inform you that
the CTIM membership has grown
to 3,606 members from about 3,500
members a year ago. I welcome
this as a healthy indication that the
Institute continues to be relevant to
its members as the premier body for
tax professionals.
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Editor'sNote

YEO ENG PING @
&
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Happy New Year 2020, welcome
to anew decade! The last few months
has been focused on Budget 2020
which was announced on 11 October
2019, which I thought provided fresh
optimism and sent a strong message
on encouraging investments, both new
foreign investments and also retaining
investments that are currently in
Malaysia.

The Inland Revenue Board of
Malaysia (IRBM) has also announced
that its 2020 target collection for
direct taxes is RM154.7b, compared
to the 2019 estimated tax collection
of RM145b, representing about 6.6%
growth (which exceeds the 2020 GDP
expected growth of 4.3%.) It was also
revealed that the 2019 Special Voluntary
Disclosure Programme that was closed
on 30 September 2019 yielded RM7.87b,
believed to have fallen short of the target
of approximately RM10b.

We have yet to hear on the
progress of the tax incentives review
by the authorities, but the budget
announcement is timely as the
competition for investments especially
in the high-value, technology and
innovation related spaces, is ever
increasing, with other countries in the
region also polishing up their incentive
packages for investors. It was proposed
that for multinational corporations,
there will be an allocation of RM1b per
year allocation for customised incentive
packages for five years, to attract Fortune
500 companies and global unicorns
in high technology, manufacturing,
creative, and new economic sectors to
Malaysia. A ‘Special Channel’ under
InvestKL will be established to facilitate
investors from China. For Malaysian
export-oriented businesses, there will
also be a RM1b per year allocation for
customised incentive packages for five
years, for companies that can prove their
ability to grow and export their products
and services globally. The reinvestment
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allowance incentive, which over the last
decade has been reduced, surprisingly
saw a proposal for expansion - an
extension of the incentive for five
years albeit at 50% of the reinvested
expenditure.
Contrary to some pre-Budget
expectations, no new taxes were
introduced and the Minister clarified
that the Goods and Services Tax will
not be brought back. There will be an
increase to the personal income tax rate,
raising Malaysia’s top personal rate from
26% to 28%, which is expected to affect
about 2,000 taxpayers.
From 1 January 2020, foreign service
providers are subject to 6% service tax on
digital services provided to a consumer
in Malaysia. The Customs has revealed
that 126 foreign digital service providers
including household names, had
registered, as of 20 December 2019.
There are a number of important
proposed changes to the Labuan tax
regime, one of which included the
proposal for Labuan entities to be taxed
under the LBATA at 24% (of chargeable
profits) if the entity does not meet
substance requirements, such as number
of full time employee and annual
operating expenditure. This change
could attract tax consequences which are
more detrimental that under the Income
Tax Act 1967 “domestic” regime, for
example foreign income and dividend
income would be taxable, and there have
been voices speaking out on this. To
date, the relevant laws have not yet been
gazetted.
The Minister of Finance also made
a couple of interesting remarks at
the Budget Speech relating to the tax
administration:-
 that the tax to GDP ratio of
Malaysia is comparatively low

» thata Taxpayer Identification
Number (TIN) scheme will be
introduced in 2021 for business or
individual income earners aged 18

-

and above.

Just a few days later, YB Lim Guan
Eng alluded again to the shadow
economy which is estimated to be 21%
of GDP, and called for the IRBM to tap
into the shadow economy for taxes,
and use big data technology to combat
evasion. He reiterated that the IRBM’s
Revenue Transformation Plan was aimed
at enhancing compliance, plugging
loopholes and checking losses, and that
the TIN scheme will be introduced to
expand and enhance tax collection,
though so far, there has been no further
details.

It is worth mentioning that tax
administrations around the world are
transforming, leveraging technology in
the way they interact with taxpayers and
operate. The OECD has also published
papers including “Technologies
for Better Tax Administration - A
Practical Guide For Revenue Bodies”,
2016, and “Tax Administration 2017
- Comparative Information on OECD
and Other Advanced and Emerging
Economies”. No doubt, it will not be
surprising to see the IRBM embark on
further investments and improvements
to their technology capability in the
immediate term.

Recently, there was also a release of
three audit framework revisions i.e. for
the Tax Audit Framework, the Transfer
Pricing (TP) Audit Framework and also
the Petroleum Tax Audit Framework
effective 15 December 2019. There were
some positive aspects, including the
removal of the Monitoring Deliberate
Tax Defaulters programme, and a pull
back from the earlier position of visiting
premises without notification; however,
under the revised framework, “repeated
offences” will be subject to higher
penalties at 55%. It was high time for
the TP and Petroleum Tax updates as
the earlier versions were issued back in
2013. There was also a revision to the
Tax Investigation Framework, which



in similar positive vein, states that
investigation procedures will include
request for documents and information
before site visits, and it removes the
previous practice of imposing higher
penalties depending on the instalment
period.

Overall, these changes bode well
for taxpayers, as the direction is one of

more balanced audits and investigation
procedures and outcomes, and a focus
on tax evaders. Iwas also personally
pleased to see common sense and good
judgement prevail when the proposal
to change the tax agent licensing

body from the Minister of Finance to
the IRBM, was finally removed, after
an arduous campaign by tax agents

and professional bodies proudly led
by CTIM. Much has been said on
this topic but the most important
principle is the need to avoid
conflicts and uphold not only actual
fairness and justice, but also the
perception of the same. This is the
foundation of a fair and progressive
tax system.

CPD EVENTS

The Institute successfully conducted
the following workshops / seminars in
the 4th quarter of 2019
o  Taxissues and law relating
to property developers, Joint
Management Bodies (JMB) /
Management Corporations (MC)
and investors

+  Public Rulings 2018 & 2019

o Learn to develop, build upon and/
or appreciate the importance of the
capital statement in tax audits

o The effects of digital tax in Malaysia

«  Tax treatment on interest - a
practical approach & latest updates

«  Employment income tax
practicalities and complexities

+  Seminar on Taxation of land
transactions - insights & strategies

o 2020 Post-Budget seminars

The workshop on “Tax issues and
law relating to property developers,
JMC/MC and investors” was conducted
by Dr. Tan Tai Soon in Kuala Lumpur

on 2 October 2019 and 9 October 2019
(re-run session). The speaker covered the
Real Property Gains Tax, tax treatment
for land owner under joint venture,
accounting, tax planning, tax issues and
tax audit for property developers in this
1-day workshop.

Mr. Kularaj conducted a workshop
on “Public Rulings 2018 & 2019” on 8
October 2019 and 5 November 2019 in
Johor Bahru and Penang respectively.
The speaker covered all 14 Public Rulings
issued by the Inland Revenue Board of
Malaysia (IRBM) for 2018 and 2019.

Ms. Karen Koh Sai Tian, who is a
retired Senior IRBM officer conducted
two workshops for the Institute; namely
“Learn to develop, build upon and/
or appreciate the importance of the
capital statement in tax audits” on 8
October, 16 October (re-run session)
and “Tax treatment on interest — a
practical approach & latest updates”
on 5 November 2019. All workshops
were conducted in the Klang Valley and
attended by participants from various
states.

A one-day seminar entitled

InstituteNews

“Taxation of land transactions - insights
& strategies” was conducted on 12
December 2019 in Kuala Lumpur. There
were several topics presented by the
speakers i.e “Tax audit and Investigation
on land transactions” by Ms. Farah
Rosley, “Common Income Tax and
RPGT issues on land transactions” by
Mr. Chow Chee Yen and “Tax Cases on
land transactions” by Mr. S Saravana
Kumar.

2019 BUDGET SEMINARS

On 24 October 2019, the Institute
successfully conducted its annual Budget
Seminar at the Berjaya Times Square
Hotel, Kuala Lumpur. The first session
of the seminar was on the “Summary of
2020 Budget Proposals” presented by
Ms. Masyita Ismail (MoF).

The second session which was on
“Forum discussion on 2019 Budget
Proposals - Its Changes & Impact
to Taxpayers” was dealt by the panel
members such as Mr. Ezleezan Othman
(MoF), Mr. Ahmad Khairuddin
Abdullah, (IRBM) and Ms. Yeo Eng
Ping. The session was moderated by

TAX GUARDIAN - JANUARY 2020 7



institute news

Ms. Phan Wai Kuan.

The third session on “Effective
tax system in meeting sustainable
development goals and inclusive
economic growth” was moderated by
Ms. Farah Rosley together with two
speakers cum panel members i.e YBhg
Dato’ Chua Tia Guan (PEMUDAH)
and Mr. Ahmad Khairuddin Abdullah
(MIDA).

The seminar was attended by
over 850 participants comprising of
tax practitioners and members from
commerce and industry.

CTIM also successfully organised
a series of 2020 Budget Seminars
(approximately 2,000 participants
attended the seminars) in November
and December 2019 at the following
locations namely Kuala Lumpur &
Melaka (20 November 2019), Penang
and Johor Bahru (21 November 2019),
Ipoh & Kuching (25 November 2019),
Kota Kinabalu (26 November 2019),

Subang (27 November 2019) and Kuala
Lumpur (5 December 2019).

SEMINAR PERCUKAIAN
KEBANGSAAN (SPK) 2019

CTIM Council Members and Branch
Chairmen were invited for the 2nd
year by the Inland Revenue Board of
Malaysia to participate in their Seminar
Percukaian Kebangsaan (SPK) 2019 as
Panellist for the session “2020 Budget
Proposals” at various locations across the
country between 15 October 2019 and
19 November 2019. The representatives

umm‘m '

THE 24TH CTIM GRADUATION AND PRIZE GIVING CEREMONY

from CTIM for the IRBM SPK 2019
were Ms. Farah Rosley (Kuala Lumpur
& Kuala Terengganu), Mr. Chow Chee
Yen (Penang & Shah Alam), Mr. Soh
Lian Seng (Kota Kinabalu & Miri), Mr.
Alan Chung (Ipoh & Kota Bharu), Mr.
Thenesh Kannaa (Melaka), Ms. Stefanie
Low (Seremban), Ms. Phan Wai Kuan
(Bintulu), Mr. Zen Chow (Kluang), Mr.
Jesu Dason (Johor Bahru), Ms. Kellee
Khoo (Bukit Mertajam), Mr. Wong
Seng Chong (Kuantan), Mr. Lam Weng
Keat (Taiping) and Ms. Viviana Lim
(Keningau).

Mz Yeo Eng Ping

The 24th CTIM Graduation and Prize Giving Ceremony held on 16 November 2019 at the Renaissance Kuala Lumpur Hotel
was officiated by YBhg Datuk Noor Azian Abdul Hamid, Deputy Chief Executive Officer for policy, IRBM. 21 graduates
received their scrolls on completion of the CTIM Professional Examinations and 7 other students received awards for their
best performance in the various tax papers for the December 2018 and June 2019 examinations.
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BUDGET 2020
“DRIVING GROWTH AND
EQUITABLE OUTCOMES TOWARDS
SHARED PROSPERITY”

+ ON FRIDAY 11 OCTOBER 2019 THE MINISTER OF FINANCE, YB TUAN LIM GUAN ENG, DELIVERED THE
BUDGET 2020 PROPOSALS. AGAINST AN UNCERTAIN GLOBAL ECONOMY AND SLOWING GROWTH RATES,
THE PROPOSALS ARE GENERALLY TARGETTED AT SPECIFIC AREAS, PARTICULARLY SMALL AND MEDIUM
ENTERPRISES RATHER THAN REFLECTING MAJOR POLICY REWRITES.

Nicholas Anthony Crist
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budget 2020 - “driving growth and equitable
outcomes towards shared prosperity”

The theme of the Budget 2020
is “Driving Growth and Equitable
Outcomes Towards Shared
Prosperity”. The government is
committed to bringing stability to
the country’s finances and achieving
the goal of Vision 2020 with a
new growth trajectory under the
foundation of “Shared Prosperity
Vision 2030”. To achieve its
commitments, Budget 2020 contains
four thrusts:
First:
Driving Economic Growth in the
New Economy and Digital Era

Second:
Investing in Malaysians - Levelling
up Human Capital

Third:
Creating a United, Inclusive and
Equitable Society

Fourth:
Revitalisation of Public Institutions
and Finances

The four thrusts are sub-divided
into various strategies. This article
looks at a number of the Budget 2020
proposals in the light of these thrusts.

FIRST THRUST - DRIVING ECONOMIC
GROWTH IN THE NEW ECONOMY AND
DIGITAL ERA

STRATEGY 1: MAKING MALAYSIA
THE PREFERRED DESTINATION FOR
INVESTMENT

Historically, Foreign Direct
Investment has been attracted to
Malaysia, at least in part, through the
tax incentives on offer. The number
of incentives available has grown
significantly with the result that the
scope of some of these overlaps.
The government has therefore,
embarked on a comprehensive
review and revamp of the existing
incentive framework, comprising
the Promotion of Investments Act
1986, the Special Incentive Package
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and incentives under the Income Tax
Act 1967 (ITA). The new framework
is expected to be ready by 1 January
2021.

Many tax incentives when
awarded, come with qualifying
conditions. In this respect, it has
been announced that the Ministry
of International Trade and Industry
(MITT) will give additional focus
on post approval investment
monitoring and realisation. The
proposed involvement of MITI,
would appear to be in addition to
any review by the Inland Revenue
Board of Malaysia (IRBM) of

o Anincome tax exemption of up
to 10 years to E&E companies
investing in selected knowledge-
based services, and

o A special investment tax
allowance to encourage
companies in the E&E sector
that have exhausted the
Reinvestment Allowance to
invest further in Malaysia.

The incentive will be for five
years and at the rate of 50% of
qualifying capital expenditure
to be set off against 50%

of statutory income. This
incentive will be available

adherence to the conditions under
which tax incentives are awarded. It
is therefore, becoming increasingly
important for companies to maintain
records to evidence compliance

with the conditions on which a tax
incentive has been awarded. Record

retention is paramount given that
incentives can often involve a period
of 10 years.

It is proposed that tax incentives
will be given to promote high value-
added activities in the Electrical
and Electronics(E&E) industry. The
proposals include:

where applications are made
to the Malaysian Investment
Development Authority
(MIDA) from 1 January 2020
to 31 December 2021. While
the introduction of a special
investment allowance where
the period for claiming RA has
expired is welcome, it should
be noted that this is limited to
companies in the E&E sector.
Further details will no doubt be
provided in the enabling Orders. In
order to encourage investment, it is
hoped that the enabling Orders will
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be issued early on as any delay may
complicate the investment decision.

To encourage automation and the
expected increase in productivity,
it is proposed that the existing
Accelerated Capital Allowances
(ACAs) and Automation Equipment
Capital Allowances (AECA) for the
manufacturing sector be continued
to include applications received by
MIDA from 1 January 2020 until 31
December 2023. The allowances will
be limited to the first RM2 million of
qualifying capital expenditure. The
incentive will be expanded to include
the service sector for qualifying
capital expenditure incurred from
YA 2020 to 2023. Details of how the
service sector will qualify for the
incentive are not yet available.

It has also been proposed that
the ACAs and AECAs currently
given to labour intensive industries
i.e. rubber, plastic, wood, furniture
and textiles, for capital expenditure
on automation equipment, be
extended. The extension will apply
for applications received by MIDA
until 31 December 2023. The RM4
million limit on qualifying capital
expenditure will continue to apply.

STRATEGY 2: ACCELERATING THE
DIGITAL ECONOMY

Underlining commitment towards
the digital transformation of Malaysia,
the government will, amongst other
things, introduce the concept of
Digital Social Responsibility (DSR).
Contributions by companies towards
DSR will be given tax deductions. The
scope of allowable DSR contributions
has yet to be defined and it remains to
be seen whether the deduction will be
limited to corporates or will include all
taxpayers.

STRATEGY 3: STRENGTHENING ACCESS
TO FINANCING FOR BUSINESS

This strategy is aimed at giving
SMEs in priority segments, access
to financing. In this respect, it

is proposed that the existing tax
incentives given to venture capital
and angel investors, be extended
for applications received up to 31
December 2023. In addition, the
current tax deductions (and double
deductions) on the cost of issuance
of Sukuk under the principle of
Wakalah, will be extended for five
years to YA 2025. The tax deduction
on the cost of issuing Sustainable and
Responsible Investment (SRI) Sukuk
and the tax exemption for fund
management companies managing
Shariah compliant as well as SRI
funds will be extended until YA 2023.
To assist SMEs as well as
technology based companies in
raising capital, it is proposed that
a tax deduction of up to, in total,
RM1.5 million be given on (i) fees
to authorities, (ii) professional fees,
(iii) underwriting, placement and
brokerage fees, in respect of listings
in the ACE Market or LEAP Market.
This proposal is effective from
YA 2020 to YA 2022.

STRATEGY 4: STRENGTHENING
ECONOMIC DIVERSITY

This strategy reflects measures
directed at the green economy,

agriculture, research and
development (R&D) and tourism.

In relation to the green
economy, it is proposed that the
Green Investment Tax Allowance
and Green Income Tax Exemption
incentives will be extended to
applications received by MIDA until
31 December 2023. In addition,

a 70% income tax exemption will

be given for up to 10 years for
companies undertaking solar leasing
activities.

On the R&D front, income from
patents and copyright software will
qualify for a 100% tax exemption
for up to 10 years. In line with the
Base Erosion and Profit Shifting
initiatives the exemption will reflect
a modified nexus approach. The use
of the modified nexus approach is
to ensure that only income derived
from intellectual property developed
in Malaysia qualifies for the tax
exemption.

2020 is Visit Malaysia Year.

In line with this, Budget 2020 has

proposed the following:

¢« Anincome tax exemption
be given to a company that
organises approved arts and
cultural activities, approved
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international sports and
recreational competitions. The
exemption will apply from YA
2020 to YA 2022.

o New investments in
international theme park
projects will be given an income
tax exemption of 100% of
statutory income for five years
or investment tax allowance of
100%, to be set off against 70% of
statutory income, for five years.
This proposal will be effective
for applications received by
MIDA from 1 January 2020.

+ Increasing the tax deduction
given to companies sponsoring
arts, cultural and heritage
activities in Malaysia from
RM700,000 to RM1,000,000.
This is effective from YA 2020.

o Accelerated capital allowances
to be given to licensed tour
operators over two years on the
purchase of locally assembled
excursion buses. This will apply
from YA 2020 to YA 2021.
These ACAs will be limited to
purchases of new excursion
buses and will not apply to
reconditioned vehicles.

o A 50% excise duty exemption to
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be given to tour operators on the
purchase of locally assembled
qualifying new tourism vehicles,
where applications are received
by the Ministry of Finance
(MoF) on or before 31 December
2021.
Included within the Appendices
to the Budget speech is a proposal

to increase the capital allowances

available on small value assets (SVA).

Under this proposal:

(i) The value of assets eligible to be
treated as SVA’s will be increased
from RM1,300 to RM2,000.

(ii) For non-small and medium
enterprises (SMEs) the
cumulative limit on SVA’s will
be increased from RM 13,000 to
RM20,000 for each YA.

This proposal is effective from

YA 2020.

To support further the growth

of SMEs, the chargeable income

subject to the reduced rate of 17%

will be increased from RM500,000

to RM600,000. There will be an

additional requirement that annual

sales must not exceed RM50 million.

The RM50 million limit is also

relevant in determining whether

a Company is an SME for SVA

purposes above. These proposals,
which will apply to qualifying
companies and limited liability
partnerships, will be effective from
YA 2020. It is unclear how the RM50
million limit will apply where sales
fluctuate above and below this limit
from one year to the next.

It is also proposed that the
current maximum tax deductions for
secretarial fees (RM5,000) and tax
filing fees (RM10,000) be combined
into a total tax deductible amount of
RM15,000. This proposal is effective
from YA 2020.

SECOND THRUST — INVESTING IN
MALAYSIANS — LEVELLING UP
HUMAN CAPITAL

STRATEGY 5: ENHANCING JOB
OPPORTUNITIES FOR MALAYSIANS
The government proposes to
launch the “Malaysians@Work”
initiative which is aimed at creating
better employment opportunities

for youth and women, and reducing

over-dependence on low skilled

foreign workers. The tax proposals
associated with this initiative include:

« Extending the income tax
exemption for women who
return to work after a career
break for another four years
until 2023. The exemption will
apply to applications received
by Talent Corporation Malaysia
Berhad (TalentCorp) on or
before 31 December 2023.

« Extending the double tax
deduction on Skim Latihan Dual
Nasional for another two years
for programmes approved by the
Ministry of Human Resources
from 1 January 2020 to 31
December 2021. In addition,
the double tax deduction
currently given to companies
undertaking the Structured
Internship Programme approved
by TalentCorp will be extended
to YA 2021 and expanded
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to include Bachelor degrees,
diplomas, vocational Diploma
Kemahiran Malaysia level 4 and
5, and Sijil Kemahiran Malaysia
level 3 in all academic fields
and not just engineering and
technology.

o To reduce the financial burden
of parents in providing childcare
and early childhood education,
it is proposed that the existing
tax deduction of RM1,000 be
increased from RM1,000 to
RM2,000. This will be effective
from YA 2020.

THIRD THRUST - CREATING A UNITED,
INCLUSIVE AND EQUITABLE SOCIETY

The third thrust is centered on
inclusive economic development
regardless of race, religion, geographical
location and background.

Tax proposals include increasing the
limit on tax deductions for donations
to charitable and sports activities, and
projects of national interest by taxpayers,
other than companies, from 7% of
aggregate income to 10% of aggregate
income. The limit for companies is
already at 10% of aggregate income. The
scope of qualifying deductions will be

expanded to include:

(i) Cash wakaf contributions to state
religious authorities or bodies
established by the state religious
authority to administer wakaf;

(ii) Cash wakaf contributions to a
public university approved by
the state religious authority to

To support further the
‘ ‘growth of SMEs, the

chargeable income
subject to the reduced rate of
17% will be increased from
RM500,000 to RM600,000.
There will be an additional
requirement that annual sales
must not exceed RM50 million.
The RM50 million limit is
also relevant in determining
whether a Company
is an SME for SVA 3 3
purposes above.

receive wakaf; and
(iii)Cash endowment contributions
to a public university.
These changes will be effective
from YA 2020.

It has also been proposed that
with effect from YA 2020 the existing
income tax relief of up to RM6,000
for expenses on medical treatment
for serious illnesses, be expanded
to include expenses on fertility
treatment.

Currently, individuals who
make withdrawals from a private
retirement scheme before the age
of 55 are taxed at 8%. However,
the amount withdrawn would be
exempted from tax if the withdrawal
is due to permanent and total
disablement, serious disease, mental
disability, death or leaving Malaysia
permanently. It is proposed that the
exemption on the amount withdrawn
be extended to withdrawal for
healthcare and housing (subject to
conditions).

The above proposal comes into
operation on 1 January 2020.

For Real Property Gains Tax
purposes, there will be a ‘rebasing’
of acquisition cost for disposals
of real properties. Under this
proposal for assets acquired prior
to January 2013, market value at 1
January 2013 will be adopted as the
acquisition cost. This rebasing will
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be limited to Malaysian citizens and
permanent residents and will apply
to disposals from 12 October 2019.

It appears that rebasing to the 1
January 2013 market value may apply
automatically, rather than taxpayers
having the option to use original

cost where higher. It is hoped that
valuation issues will not result in

While the