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What’s New In

The 1995 Budget

Inhjs openingremarkswhenintroducing
the 1995 Budget in parliament on 28th
October 1994, The Honourable Minister of
Financesaid that prospects for the future
areindeed bright. He wasseentobeaman
of hiswordsbecause the Budgetthis year
contains good newsforeverybodyand bad
news fornobody. Substantial reductionsin
incometaxas wellasindirect taxesshould
leaveall of us better offand the Govern-
mentstill expectstobalanceit'sbudget.

Themain changes covered inthisarticle |

havebeen grouped undera few different
headings to makeit easier to remember
them. Allchangesareeffective from year
ofassessment 1995 unlessotherwisestated.

CHANGES AFFECTING
INDIVIDUALS

1. REDUCTIONINTAXRATES

All taxrates, from the lowest to the
highest, aretobereduced by 2% or
3%. As a result, the first RM2,500
will no longer be liable to tax. This
does not mean that the chargeable
income will be reduced, justthat the
first RM2,500 of it will be taxed ata
nil rate. A further rate band of
RM50,000, where tax willbe charge-
ableat31%, willbeinserted atthe top
sothatthehighest tax, reduced from
34%t032%,willnow apply tocharge-
ableincomesin excess of RM150,000.
Thenewrates,and acomparison with
the3 previous yearsareshowninthe
table.

2. INCREASEIN TAXREBATES
Anindividual witha chargeablein-

come not exceeding RM10,000 is
givenabasictaxrebateplusa further
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amountwherehehasbeenallowed a
personal deduction fromincomein
respect of a wife. Rebates are to be

increased asfollows:
from to
RM RM
basic 90 110

additionforwife 50 60

Although theincreases seem small,
theyrepresentchargeableincome of
RM333 (single) and RM500 (mar-
ried). Whenadded tothenil rateband
of RM2,500, it can be seen that, for
thoseinthelowerincome range, the
thresholdlevelbelowwhich they pay
notaxhasbeenraised considerably.
Thisiswhy the Finance Minister was
able tosay thatabout 380,000 people
willberemoved from the tax paying
category. Thegraph showshowthe
tax paying threshold has moved up
during thelast3years.

DISABLEDPERSONS

Anindividual is able to claim a tax
deduction of RM1,600foradisabled
child and up toRM3,000 for the pur-
chaseofsupportingequipmentforhis
own use or for the use of his wife,
childrenor parents whoaredisabled.

TheBudgetintroducesaspecialrelief
fortheindividualhimself. A disabled
personwillnowbegivenadeduction
of RM5,000in addition to thenormal
personal relief and RM2,500 for a
disabled wife wheretheindividualis
eligiblefor thenormal personal relief
forawife.

CHILDREN

Anindividualisgivendeductionsfor

children maintained by himuptoa
total of 5 children. The basicdeduc-
tionisRM800 per child withincreased
deductions according to circum-
stances. From yearofassessment 1995
therewillbenolimiton thenumberof
children who canbe claimed for.

PERSONAL STUDY COSTS

At present, no income tax relief is
given forstudy costsborne person-
ally: A deduction of up to RIM2,000,
in addition to the normal personal
deduction, isnow tobe given in re-
spectoffeespaid foracourseofstudy
undertaken for the purposeofacquir-
ingtechnical, vocational orindustrial
skillsinany institutionin Malaysia
whichisrecognized by the Govern-
ment.

Furthermore, loan agreements for
education, whicharenow subject to
ad valoremstampduty of RM2.50for
every RMb500 or part thereof, will
fromBudgetdaybecharged witha
maximum of RM6 regardless of
whethertheeducationis provided by
thegovernmentorthe privatesector.

TAX EXEMPTION FOR
ANNUITIES

Annuitiesgranted underannuity con-
tracts with Malaysian life insurers,
which are presently taxable as in-
comeinthehandsoftherecipient,are
tobeexempted fromtax.

This relieves the unfairness of the
presentsystemunder which theannu-
itantbears taxon thewholeannuity,
whichincludesanelementinrespect
ofthereturn of theannuitant’s own



CHANGESAFFECTING
COMPANIES
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purchase money as well as a part
arising fromincomeand gainsgener-
ated by the insurance company on
nvesting that purchasemoney.

CONTRIBUTIONSTO
LIBRARIES

Adeductionof uptoRM2,000willbe
giventoanindividual,inarriving at
his total income under section 44, for
any gift of money made to provide
library facilitieswhichareopentothe
publicorby way of contributiontoa
publiclibraryorthelibrary ofaschool
orinstitution of higherlearning,.

Thenewdeductionisanalternativeto
the oneintroduced last year, which
provided foradeduction from busi-
ness income of up to RM100,000 in
respectofexpenditureon providing
libraryfacilities. Itwillbe useful where
there is no business income source
andiswiderinscopesincethededuc-
tionisavailable againstall types of
income.

REDUCTION IN THE TAX
RATE

Thetaxrateapplicable to companies,
which was reduced to 32% with
effectfrom year of assessment 1994,
isnow tobereduced to30%.

Dividends paidby companiesduring
1994 will be treated as paid after
deductingtaxat30%eventhoughthe
actualdeduction wasat32%.

Wheretaxhasbeendeductedat32%, |
thedividend will need toberecalcu-
lated.

Example: |
Actual Revised |
RM RM |
GrossDividend 100.00 97.14
TaxDeduction
32% of100.00 32.00
30% of 97.14 29.14
Netamountpaid 68.00 68.00

The amount to enter into the
company’sdividend frankingaccount

BUDGET 1995

(Section 108) is the recalculated
amount(RM29.14). Consequently,
the shareholder is deemed to have
received agrossdividend of RM97.14
fromwhich tax of RM?29.14 was de-
ducted.

EXEMPTION FOR OVERSEAS
INCOME OF COMPANIES

Ingeneralthereisa differencein tax
treatmentbetweenincomeaccruing
inorderived from Malaysiaand in-
come arising overseas. Thelatteris
only liable to tax whenitis received
in Malaysia. Forresidentcompanies,
incomederived fromoverseas willno
longer be liable to tax when it is
receivedinMalaysia. Thechangedoes
not apply to income derived from
banking, insurance, shippingand air
transportbusiness whichisalready
liable to tax ona worldwidebasis.

There is no exemption for income
received by individualsorotherbod-
iesand no provision for the exempt
company income to be used to pay
exemptdividends.Ondistributionthe
exemptioniseffectively lost.

Example:
RM

Overseasincomebefore

overseastax 100,000
Overseastaxat35% 35,000
Amountreceivedin

Malaysia 65,000
Grossdividend,

iffully distributed .65,000
Malaysiantax

deducted at30% 19,500
Netincometo

shareholder 45,500

Itisassumed that thecompanyhasno
otherincomeand nosection 108 bal-
ancesothatthetaxdedcuted from the
dividend willhave to be paid to the
Inland Revenue.

TAXREDUCTIONS FOR
OTHERS

COOPERATIVES

The present rates of income tax for

cooperatives, which run from the
lowest rate of 2% to the top rate of
34%. for chargeableincomein excess
of RM500,000 and have been effec-
tive since year of assessment 1993,
aretobereduced by 1% or2%result-
inginalowest rate of 1% and a top
rate 0f32% for incomes in excess of
RM500,000. The new rates, and a
comparisonwiththe3 previousyears
areshownin thetable.

In addition, the amount which a
cooperativeisallowed todeductin
arriving atit’schargeable income is
tobeincreased from 6%to8%. Thisis
inadditionto thedeductionofupto
25% of audited net profitsinrespect
oftransfersorpaymentstootherfunds
orbodies, whichremains unchanged.

OTHER BODIES

The reduction in the rate of tax for
companies from 32% to 30% also
appliesto (i) trustbodies, (ii) execu-
torsofnon domiciled individualsand
(iii) receivers.

NON-RESIDENTS

Theratesatwhich taxisrequiredtobe
deducted and accounted for to the
Governmenton certain typesof pay-
ments tonon-residents areto bere-
ducedasfollows:-

From To
% %

Interest 20 15
Royalties 15 10
Servicesin connection
withtheuseof property
orrightsor the
installationof plant
etc., paymentsfor
technicaladvice,
assistanceor
servicesand rentof
moveableproperty
(spedial classes
ofincome) 15 = 10

Whereadoubletaxationagreement
appliestheratestipulated intheagree-
ment will prevail if it is lower. For
non-resident publicentertainersthe
taxrateremainsunchanged at15%.
Therateof taxon chargeableincome
of non residents not falling within
thesecategoriesisreduced from32%
to 30%.



CHANGES AFFECTING
INSURANCECOMPANIES

1. TAXATION OF LIFE
INSURANCEANDTAKAFUL
BUSINESS

Companiescarrying onlifeinsurance
inMalaysia, including nonresident
companies, now pay taxatthenormal
company rate on the income from
theirlifebusiness whichis calculated
inaspecial way. Basically the rules of
calculation are designed to tax in-
come from investments of the life
businessand also gains from thedis-
posalofsuchinvestments. Limited
deductionsareallowed formanage-
mentexpensesand commission.

Nodistinctionismade between in-
come which is passed on to policy-
holdersand income whichisretained
forthebenefitof shareholdersofthe
company. Incomeand gains fromin-
vestmentswhicharenotimmediately
required tosupportexisting policies,
and whichcould thereforeberegarded
asareserveattributable tosharehold-

ers,isincluded intheadjusted income
ofthelifebusiness.

Allofthe provisionsrelating to com-
paniescarrying oninsurancebusiness
applytoatakafulbusinesscarried on
pursuant to the Takaful Act1984.

Asaresultof theBudgetchanges, a
distinctionwillbemadebetween the
life fund (that is the fund held for
policyholders)and theshareholders/£
fund related tothelifebusiness. They
aretobetreated asseparatesourcesof
income. The chargeable income of
the life fund will be taxable at 8%
whilstincomefromtheshareholders &
fund will continue tobe taxableatthe
normal companyrate(nowreducedto
30%) as part of the overall business
income of thecompany.

Theadjusted incomeoftheseparated
lifefund and shareholders’ funds will
continuetobe calculated by includ-
ing income from theinvestments of
eachrespective fund and gains from
thedisposal of suchinvestments. Fur-
thermore, ineachyear,theactuarially
ascertained surplus on thelife fund
will be transferred to the sharehold-
ers’ fund and treated as part of the
incomeofthatfund.

BUDGET 1995

Incalculating theadjusted income of
the life fund no deductions will be
allowed formanagementexpenses or
commissions.

Theseparation of the fundsis main-
tained in respect of set off of losses
and capitalallowances. Lossesorcapi-
talallowancesarising from life busi-
nessunabsorbed in previous years
duetoinsufficientincome will only
beavailableforcarryforward against
income of thelifefund. Currentcapi-
talallowances inrespect of life busi-
nesswill only be deductible against
adjusted income of the life fund.

Thechangeisintended tocreatealife
insuranceenvironmentwhichismore
attractiveto policyholdersby reduc-
ing tax on underlying income and
gainstoonly 8%.However, itseems
thatshareholders will effectively be
taxed twicebecause thereisno provi-
sionforthesurplus whichisincluded
in the shareholders’ fund to be de-
ducted marrvingattheadjusted in-
comeof the life fund.

TAXATION OF GENERAL
INSURANCEBUSINESS-IBNR
CLAIMS

Claimsunderpolicies may takesome
timetobecome fully formulated and
examined after the first notification
of an event. Within this category
comes IBNR claims i.e. Claims In-
curred butnot Reported. At present,
only claims which have beenadmit-
ted aredeductible for tax purposes.

Deductibilityistobeextendedsoasto
apply to claims which have been
Oincurredoin the basis period fora
yearofassessment. This willinclude
IBNR claims which havebeen con-
firmed by Bank Negara.

CHANGESRELATINGTO
RESEARCHAND
DEVELOPMENT

e

COMPANIES QUALIFYING
FORINCENTIVES

Incentivesmaybe granted under the
Promotion of Investments Act 1986
toaresearchand developmentcom-
panyoraconiractresearchand devel-
opmentcompanyasdefined underthe
Act (“aPlcompany”).

NI
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Adouble deductionwillbe now be
given for paymentstousetheservices
ofaPlcompany. However, wherethe
payer is a related company of the
recipient,nodeductionistobegiven
before theend of the recipient’s pre-
scribed incentive period. Doublede-
duction for costs of research is al-
ready givenforresearchapprovedby
the Minister of Financeand research
undertakenbyanapprovedresearch
instituteoranapprovedresearchcom-
pany.

Also, industrialbuildingsallowance
is now to be given for qualifying
expenditureonbuildingsused forre-
searchundertakenby a Plcompany.
Such buildings when used for re-
search approved by the Minister of
Finance already qualify.

GIFTS OF ASSETS FOR
RESEARCH

Assets used for business purposes,

which qualify forcapital allowances
asplant, mayattractabalancingcharge
ondisposal by way of giftbecause the
disposalis deemed to take place at
marketvalue. ftheresidential value

oftheassetisless than market value
abalancing charge will arise.

As a result of the Budget , such a
disposal is to be treated as taking
placefornoconsiderationif the giftis
madeto anapproved research insti-
tute. The proposal could alsoresultin
abalancing allowance on disposal,
thus giving thedisposera gratuitous
taxrelief. ;

CHANGESRELATINGTO
TRAINING

1,

MONEY GIFTS

Acashgifttoaninstitutionapproved
by the Director-General of Inland
Revenueisdeductibleinarrivingat
totalincomeundersection44. A tech-
nical or vocational training institute
established and maintained by astatu-
torybody, whichisnot preseritly cov-
ered, istobeincluded in the defini-
tion..Consequentlyagifttosuchan
institute will be able to qualify for
deduction.
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2. BUILDINGSUSEDFOR
TRAINING

Industrial buildingsallowanceisal-
ready given for qualifying expendi-
tureonbuildingsused forindustrial
trainingapproved by the Minister of
Finance. Technical or vocational train-
ingapproved by theMinisterisnowto
beincluded for this purpose.

3. GIFTS OF ASSETS FOR
TRAINING

Gifts ofassets which qualify forcapi-
talallowancesaretobetreated in the
sameway as giftsof assetstobe used
forthepurposesofapproved research
ifgivento (i) atechnical orvocational
training instituteestablished and main-
tained by thegovernmentorastatu-
torybody; or (ii) a technical or voca-
tional training instituteapproved by
the Minister of Finance.

4. INCENTIVE FORTRAINING

Investment Tax Allowanceunderthe
Promotionof Investments Act 1986 is
tobeextended to companies partici-
patinginorintending to participatein
technical or vocational training. The
allowancewillbeattherateof 100%
for qualifying capital expenditurein-
curred within a period of 10 years
fromthedateofapprovalonbuildings
or plantand machinery used in Ma-
laysiain connection with and for the
purposes of an activity relating to
training.

Also, companies providing technical
orvocational training will be given
exemption fromimportduty, sales
taxand excise duty on machinery /
equipment, materials, rawmaterials
andsamplesusedforpurposesof train-

CHANGES FOR
OPERATIONAL
HEADQUARTERS
COMPANIES

The incentive for such companies now
comprisesaconcessionary taxrateof 10%
onincome from qualifying servicesand
exemption for dividends received from
subsidiaryandassociated companiesover-
seas.
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Following the Budget:-

(1) theincentivewillbemadeavailable
tolocally controlled as well asforeign
controlled companies.

(2) dividendsreceived fromarelated com-

panyoutsideMalaysia willnolonger

be exempt from tax. (Overseas in- |
comeremitted by residentcompanies
istobeexempted asmentioned above
and abolition of the exemption for

dividendswill thereforehavenoef- |-

fect)

qualifying services will include the |
procurementoffinished goodsaswell
asraw materialsand components for
useinthebusinessof thecompany or
arelated company outside Malaysia.

3)

Thequalifying servicesaretobeextended
toall economicsectors including manu-
facturing, services,a griculture, construc- |
tionand mining and restructured into 5

broad classifications:

(1) managementand administrativeser-
vices

(2) treasuryand fund managementser-

vices

3

other financial services

(4)

researchand development ‘

(5) trainingand personnelmanagement
Thesechangesareaccompaniedbyare- |
laxationofexchangecontrol regulationsto ‘
allow OHQ companiestoborrow freely in
foreign currency, to borrow freelyupto |
RM10million, to open foreign currency |
accountsinMalaysia, toinvestin foreign
securitiesand tolend torelated companies
outsideMalaysia.

BUSINESS AND OTHER \
DEDUCTIONS

1. TAXDEDUCTIONFOR ‘
PROMOTIONAL GIFTS
Atpresent, notaxdeductionisgiven
for the cost of items given away ex-
cept for promotional giftsmade out-
sideMalaysia or of samples of busi-
ness products. A deduction willnow
begiven forthecostofarticlesincor-
poratingaconspicuousadvertisement

orlogoofthebusinesswhichareused
as promotional giftswithin Malaysia.

2. DONATIONSTOTHELOW
COSTHOUSINGFUND

Acash giftmadetothe Government
isdeductible in arriving at total in-
come under section 44. Last year’s
Budget introduced a further (or
double)deductionfordonationsmade
totheGovernment low-costhousing
fund between 1stJanuary 1993and
31stJanuary 1994. The time limit for
the double deduction is now to be
extended to 30th June 1994.

3. DOUBLEDEDUCTIONFOR
INSURANCE PREMIUM ON
EXPORT

Insurance premiums paid forinsur-
anceof cargoexported areallowable
asdeductionsfrombusinessincome
inthenormal way. A doublededuc-
tionisnow tobegiven for premiums
forinsuranceofcargoexported which
are paid by exporterstolocal insur-
ancecompanies.

PENALTIES UNDER THE
INCOMETAXACT

Thenormalpenalties provided forvarious
offencesand omissions under the Actare
tobeextended tomattersdealtwithunder
rules made by the Minister of Finance.
This will have timely application to the
proposed scheme of monthly taxdeduc-
tionsfromemploymentincometobeoper-
ated from 1stJanuary 1995,

CHANGES AFFECTING
PETROLEUM COMPANIES

Forincometax purposes, thelimitationon
deductingemployers’ contributionstothe
Employees Provident Fund or other ap-
proved schemes was raised from 15% to
16% last year. The limit remained at 15%
for petroleum income tax (PIT). The de-
ductionlimitfor PITisnow tobeincreased
to 16%.

Anotherchangerelatestocashgiftsmade
totheGovernmentlow-costhousing fund.
Lastyear'sBudgetintroduceda further (or
double)deduction forincometaxfordona-
tions between IstJanuary 1993 and 31st
January 1994 but the deduction remained




atitsnormalratefor PIT. A furtherdeduc-
tionisnow tobe given for PITbut limited
toone-halfmaking a totaldeduction of one
and a halftimestheamountof the gift. The
time limit will be 30th June 1994.

Both of these changes are effective from
year ofassessment 1994.

CHANGEINSTAMPDUTY

Aninstrument of conveyance either on
saleor by way of gift or settlement which
operatestovestortransferanundivided
interest in real property is subject to ad
valorem duty. From IstJanuary, 1993ad
valoremduty applying to single instru-
mentsof transfer wasincreased sotheduty
rateis 3% on values over RM500,000 upto
RM 2,000,000 and 4% on the excess over
RM2,000,000.

Where the transaction concerned forms
partofalargertransaction, dutyiscalcu-
lated on the aggregate consideration or
market valueoftheseparate parts or par-
celsbeing conveyed. Theduty rateonsuch
transactionsremained at2% onthe excess
over RM100,000for multipleinstruments.
From Budgetday such instruments will
attractad valorem duty calculated on the
aggregateof the consideration ormarket
valueof theseparate partor parcelsbeing
conveyed, whicheverishigher,atthesame
ratesasforsingleinstruments.

CHANGES ININDIRECT
TAXES

There weremany detailed changes, par-
ticularly inimportduty, which wecannot
coverinthespaceavailabletous. Allare
effective from Budgetday. The following
isabriefsummary of some of them:-

1. Some specified machine component
partsare freed from Sales Tax.

2. Excise duty is abolished on goods
vehicles and on some other locally
manufactured goodssuch as water
and beverages, petroleum oils and
products,rubbertyresand tubesand
primary cellsand batteries.

3. Importdutyonpassengervehicles,
previouslyimposed at6differentrates
onaprogressivebasis, willbecharged

atonlyasingleratebased onengine

capacitiesonimported petrol driven
and used diesel passengervehicles

and at120% onnew diesel passenger
vehicles.
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4. The import duty is reduced or abolished on an extensive list raw materials,
componentsand consumeritems.

5. Importdutyat5% or10%andsalestaxat10% previously imposed on certain heavy
machinery used in the construction sectorisabolished.

RATES OF INCOME TAX FOR

THE LAST 4 YEARS

‘ 2l
CHARGEABLE INCOME ‘ RATE OF TAX TAX PAYABLE (CUMULATIVE)
BAND TOTAL 1995 1993 | 1992 1995 1993 1992
| 1904 i 1994
RM RM % % % RM " RM RM
Resident individuals
2500 2500 o0 2 ' a4 0 50 | 100
2500 ‘¥ 5000==3 5= 7T 75 175 275
5000 10000 | 6 8 |10 375 575 775
10000 20000 | 7 10 | 12 1075 1575 | 1975
15000 | 35000 | 12 | 15 | 17 2875 3825 | 4525
15000 = 50000 | 18 21 |22 5575 6975 | 7825
20000 | 70000 @ 23 26 |27 10175 | 12175 | 18925
30000 | 100000 = 28 31 |32 18575 | 21475 | 22825
50000 | 150000 | 31 34 |35 34075 | 38475 | 40325
excess | 34 |34 |35 L
Cooperatives ; | _
10000 | 10000 | 2| 2 | 4 200 200 | 400
10000 20000 4 &5 600 600 | 1000
10000 30000 V== 1300 1300 | 1900
10000 40000 @ 10 10 | 12 2300 2300 | 3100
10000 50000 | 13 13 | 15 3600 | 3600 | 4600
25000 75000 | 17 17 | 19 7850 7850 | - 9350
25000 | 100000 | 22 | 22 | 23 13350 | 13350 | 15100
50000 | 150000 | 26 26 | 27 26350 | 26350 | 28600
100000 | 250000 | 29 | 29 | 30 55350 55350 | 58600
250000 | 500000 @ 32 32 |33 | 135350 | 135350 | 141100
excess : 34 34 |35 - e
TAX FREE LEVEL
(allowing for EPF)
2000~
1800
= 1600
(615
g 1400
o]
£ 1200-
g 1000 +-
| 8
| = 800+
| 600 - L
| ; IR 1T
o Single Marr. + 2 Marr. + 4 (2>18)
\
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A inthe previousyears, the Malaysian Institute of Taxation
(MIT)and Malaysian Institute of Accountants (MIA) organised a
Budget Hotline Service in collaboration with The New Straits
Times Group (NSTP) on 29th October 1994, a day after the 1995
Budgetwas presented by the honourable Deputy Prime Minister
who is also the Minister of Finance, YAB Dato’ Seri Anwar
Ibrahim.

A paneloftax professionalsstarted taking calls from9.30a.m.and
only stopped at the last caller at 12.30 p.m. Questions were
received from wage earners, small businessmen and informed
individuals whosought clarification on EPF's new withdrawal
facilities, the abolition of import duties on specific items like
fruits, machinery, chemicals, paperand luxury cars. Enquiries
werealsomadeon the changes in the personal taxpayable.

The Institute would liketo expressits gratitude tothe following
Hotline handlers whonotonly volunteered theirtimebut shared
their expertise with the public and therefore making the 1995
Budget Hotlineanothersuccessfulevent.

Name Firm

Lai Yong Tiam Kassim Chan Tax Services Sdn Bhd
Patrick Chan KPMG Peat Marwick Tax Services
Chen LockIng Price Waterhouse

Leow Mui Lee Arthur Andersen

aang Lock Sin Arthur Andersen -
Phoon Sow Cheng MK Taxpro Services Sdn Bhd
Gwendaleong  Coopers & Lybrand -
Patsy Choong Ernst & Young N

Atan exclusive post-budget press conference with the NSTP
Group reporters held on Budget day, the Presidents of both

« Institutes, Y Bhg Dato’ HanifahNoordinand En Ahmad Mustapha
Ghazali,expressed their common view that the 1995 Budget was
strategically crafted tosustain strong economic growth, reduce
inflation, developskilled manpowerand builda progressiveand
balanced society.

Council Members from both Institutes, Mr. Lee Hwa Beng, Mr.
Neoh Chin Wah, Mr. Lee Yat Kong, Mr. Michael Loh, Mr. Quah
PohKeatand Mr. Ranjit Singh werealso present.

In conjunction with the 1995Budget, both Institute’sarranged
variousactivities with Sistem TelevisyenMalaysia Berhad (TV3).
TheMIA President, Y Bhg Dato’ Hanifah Noordin, gave his views
onthe1995Budgetwhich wasaired during the8 o’ clock Bulletin

V

| T | E

MIT Council Member, Mr Harpal Singh (Centre) together with
| Mr Chow Yu Ming (left) and Mr Jimmy MF Leow (right)
at one of the Budget Forums

Budget Hotline handlers answering queries on the 1995 Budget
from members of the public

Utama and the 10.30 p.m. Evening News. The Institute’s Council
Member, Tn Syed Amin Aljefriappeared ‘live’ ina preand post
Budgetdiscussionwhichwasaired during TV3live” telecastof the
| Bud getPresentationon Budget Day. MIA’s Technical Consultant,
Mr. Richard Thorntonand amember of MIA, Pn Narimah Mohd
Perai, participated on ‘live’ post Budget discussions on ‘Money
Matters’and ‘Nona’ programmes respectively. Both programmes
wereaired on 30th October 1994.

. BothInstitutesalsoheld aseries of forums on the 1995 Tax Budget
. for members to brief and clarify on the tax implications of the
| Budget and the application of the recent amendments to tax
‘ legislations announced by the Honourable Minister of Finance.

- Theforumswere held atall MIA branches including Miri, Sibu
TawauandSandakan. Thespeakersinvolved in the forums were Mr,
HarpalSingh Dhillon, Mr. Richard Thornton, Mr. ChinChee Kong,
Mr. Titus Tsen, Dato’ Sheik Othman and Mr. Su Lim.
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PECIAL COMMISSIONERS DECISION

Rayuan No. 584

MP Sdn.Bhd. Lwn
Ketua Pengarah Hasil Dalam Negeri

FACTS

MPSdn.Bhd.aproperty developmentcom-
panyalsoowned acinema which wasbuilt
and completedin1979.0n1.6.79, MPSdn
Bhd entered into anagreementwith SME
Sdn. Bhd, toscreen filmstobesupplied by

SME. Theagreementwasfor 15yearswith -

anoptionfor SMEtoextend it for another
10years. Under the agreement, MP Sdn
Bhd was guaranteed a minimum monthly
income. SME was to be the exclusive
supplier of films to be exhibited in the
cinemaowned by MP Sdn Bhd.

Subsequently, thecinema declined and the
agreement was terminated on 19.10.83
withSME making acompensation pay-
mentofRM250,000 to MP Sdn Bhd. This
sum was assessed to income tax for the
vear of assessment 1984. MP Sdn Bhd
appealed against theassessment. Thestate-
ment of accounts of SME for the year
ending 31 December 1984 showed receipts
of RM81,819 from the sale of cinema
tickets.

Theappealwasscheduled forhearingon5
August1994at9.00 a.m. Neither theap-
pellantnoritsrepresentatives were present
and no explanation for theirabsence was
available. Inaccordance with paragraph
17(1) (b) of Schedule 5 to the Income Tax
Act 1967, theSpecial Commissioners pro-
ceeded tohearand decidetheappealinthe
absenceoftheappellant.

DECISION

TheSpecial Commissionersnoted thatthe
onus of proving thatan assessment is ex-
cessive orerroneousis on theappellant.
Compensationreceived willbea capital
receipt if it relates to the profit-making
apparatusoftheappellant. Thisconclusion
isextremelyrareand thenormalruleisthat
compensation for thenon-performance of

a business contract is taxed on the same
footing asthe profits for theloss of which
thecompensationis paid.

On the statement of facts it was held that
the RM250,000 was income liable to tax
under the Income Tax Act 1967. The ap-
peal was dismissed and the assessment
confirmed.

FOOTNOTE

Theappellantsrequired the Special Com-
missioners tostatea caseforthe opinion of
theHigh Court,and acasehasbeenstated
onthefollowing questions:-

(i) whether the procedureadopted by the
Special Commissioners was correctin
law;and

(i) whether on the facts found by the |

Special Commissioners, theirdecision
wascorrectinlaw.

S.Augustine Paul
Pengerusi,
Pesuruhanjaya Khas Cukai Pendapatan

Mohd. Alibin Kamaruddin
Pesuruhanjaya Khas Cukai Pendapatan

Toong ChooiPoh
Pesuruhanjaya Khas Cukai Pendapatan

Rayuan No. PKR 522

HEH SdnBhd Iwn
KetuaPengarah Hasil Dalam Negeri

FACTS

HEH Sdn Bhd wasassessed to tax for the
years of assessment 1982 and 1983 by
disallowing certain payments to two ex-
ecutive directors on the ground that the
paymentsconstituted bonus paymentssub-
jecttorestriction undersection39(1)(h) of
the Income Tax Act 1967.

- Executive Summaries

HEH Sdn Bhd was in the business of
selling engineering hardware, hand tools
and liftingequipmentasa wholesaler. The
Board of Directors of the company had
seven members of whom two were also
executivedirectors.

Priorto 1978, the company had only one
salesmanand the volume of saleswasvery
low. Because of its limited capital, the
company could notafford toemploy more
salesmen though for 1981 there wereone
salesmanand anapprenticesalesman for
Kuala Lumpurand onesalesman for the

eastcoastof WestMalaysia.

Allthedirectorswere paid directors’ fees.
Thestaffofthecompany were paid salaries
and bonusesand the salesmen were paid
salaries, bonusesand travellingallowances.
The two executive directors were paid
salariesas Managing Directorand Finance
Director. Inaddition they werealso paid
bonuseslike otherstaffof the company.

In 1978, the Board of Directors entrusted
thetwoexecutivedirectors with thetaskof
improving the performance of the com-
panyby2.5times thesalesresultsin 1977
and increasing the profit margin of the
company by shortening the terms of pay-
menttocreditors. ForthistheBoard agreed
topaythem “additionalsales commission”
of25%based on thenet profitbefore taxto
be shared equally by both of them (each
12.5%)provided thetargetsweremetwithin
two yearsi.e. by the year 1980. The two
directors were not paid salaries for doing
thework ofsalesmen.

Thecompany’ssalesdid increasesubstan-
tially, the targets were metand the pay-
mentof12.5% eachwasaccordinglymade
tothem. Thesaid payment wasdeclared as
“incentiveallowance” and “profit com-
mission” in the Income Tax forms EA of
thetwodirectors for therelevant years of
assessment.
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ARGUMENTS
Theappellantcontended thatthe payment
wasnotabonus paymentonthe grounds
that it was paid for doing extra services
beyond the callof the normal duties of the
twodirectors, the payment wasbased on
salesand was given only to the twodirec-
torswhoactually did theextrajoband they
werenot paid salaries for performing the
jobofsalesmen. Inaddition, the decisions
in the Supreme Court cases of DGIR v.
HighlandsMalaya Plantations1.td. (1988)
2 MLJ 99 and DGIR v. Harrisons &
Crossfield (M) Sdn Bhd (1988) 2 ML]J
could bedistinguished on the ground that
inthosecases, the paymentswere for per-
forming normal duties and not fordoing
any extrawork.

TheRespondentcontended thatthe pay-
mentwasabonus paymentbecausethetwo
directors were not appointed salesmen,
althoughthey did extrawork the payment
wasbased on performanceand profitsand
commissionisonly paid toagents.

DECISION

Thatthepaymentmadetothetwodirectors
ofthecompanywasacommissionamount-
ing todeductible expenditurewithin the
meaning of section 33 of the Actand was
notabonus paymentsubject torestriction
under section 39(1)(h) of the Act.

Thedistinctionbetweena “bonus” and a
“commission” is that the formerisa pay-
mentinadditiontosalary for performinga
specified duty whilethelatterisa payment
for performing duties for whichno other
remunerationisreceived. Thefacts of the
presentcaseareclearlyand conspicuously
different from the facts of the Highlands
and Harrisons cases in that in those two
casesthe “additional remuneration” paid
tothe managerial staff was not given for
performing any extra work or services
rendered beyond theletter of theirbond.

-Theappeal wasallowed and the assess-
mentdischarged.

FOOTNOTE
TheRespondentrequired theSpecial Com-
missioners tostatea casefortheopinion of
theHigh Courtand acase hasaccordingly
beenstated onthequestionwhetheronthe
factsfound by the Special Commissioners
their decision was correctin law.

5. Augustine Paul
Pengerusi,
" Pesuruhanjaya Khas Cukai Pendapatan

Dato” Haji Mohd. Ghazali bin Haji
Mohd. Hanafiah

- Pesuruhanjaya Khas Cukai Pendapatan

Mohd. Ali bin Kamaruddin
Pesuruhanjaya Khas Cukai Pendapatan

Rayuan No. 521

MD SdnBhdlwn
KetuaPengarah Hasil Dalam Negeri

FACTS

MDSdn Bhd was assessed toincome tax
for the year of assessment 1983 on the
profitondisposal ofa property which had
earlierbeen “withdrawn foritsownuse” in
1979. '

MD Sdn Bhd had been incorporated in
1975and the principal object of the com-
pany as stated in its Memorandum and
Articlesand Association was propertyand
housingdevelopment.

The company had three development
projects Penang between 1976 and 1981.
On29July 1975, the company purchased
apieceofvacantland with theintention of
erecting 6 unitsof4-storey shoplotson the
landand atthesametimeretainingacorner
lot(LotNo. 70) foritsownusetohouse the
company’sofficeand business operations.
Prior to completion of the project, the
company’s office was located at some
otherrented premises.

Foraccounting purposes, when theland
wasacquired,itwasshownunder“Land &
Development Expenditure Account” un-
derCurrent Assets. Allsubsequentdevel-
opmentexpenditureandloaninterestwas
alsoshownunderthesameaccount. On
completion of the project, the costrelated
toLotNo.70wastransferred to “Freeland
Land & Building Account” under Fixed

Assetsinthe accounts fortheyearended

31 July 1979. The gain from the subse-
quent sale of Lot No. 70 on 31 January
1982 wastreated as profitondisposal ofa
fixed asset.

Whenthe property was transferred to the
Freehold Land & Building Account in
1979, the Appellant did not declare the
grossincomeaccruing from thealleged
transfer to the Respondent for tax pur-
Pposes;therewasno company resolution to
effectthealleged transfer;and the subse-
quentsaleof the property was voluntary
(becausetherewasaneed torepay theloan

SPECIAL COMMISSIONER'’S DECISIONS

taken to finance the construction of the
project) and not for the purposes of rein-
vestment.

ARGUMENTS

The Appellantcontended thatthe property
wastransferred fromcurrentassettofixed
assetin theannual accounts for the year
ended 31 July 1979 and that thereforethe
property was withdrawn fortheirownuse
withinthemeaning of section24(2) of the
Income Tax Act1967 atthe time. Thesum
realised from the subsequent sale of the
property must therefore be treated as a
profiton thedisposal of a fixed asset.

TheRespondentcontended thatthe Appel-
lantisengaged inhousing development
and as such the property was not with-
drawn for theirownuse within themean-
ing of thesaid section 24(2). Thereshould
alsobemoreevidencethatamereentryin

the account books to show that is was
withdrawn.

DECISION

Theonusisonthe Appellanttoprove that
thetransfer of the property in theaccounts
satisfies therequirements of the said sec-
tion 24(2). As the principal object of the
company isthatof property and housing
development, itis primafaciecarryingon
thebusiness of property development for
saleand notforinvestmentarforboth. The
answer to the problem does notliein the
intention of the Appellant but whether
their acts and conduct in relation to the
businessamounttotrading.

Based on thefactsitwasdecided thatthe
transferof the property fromcurrentassets
tofixed assetsintheaccountsofthe Appel-
lantdid notamount to the property being
“withdrawn for ownuse” undersection
24(2)(a) of theIncome Tax Act 1967. The
appeal was therefore dismissed and the
assessmentconfirmed.

FOOTNOTE

The Appellantrequired the Special Com-
missionerstostatea casefor theopinionof
theHigh Courtand a casehasaccordingly
beenstated onthequestionwhetheronthe
factsfound by the Special Commissioners
theirdecision was correctinlaw.

5. Augustine Paul
Pengerusi,
Pesuruhanjaya Khas Cukai Pendapatan

Mohd. Alibin Kamaruddin
Pesuruhanjaya Khas Cukai Pendapatan




Dato” Haji Mohd. Ghazali bin Haji
Mohd. Hanafiah

Pesuruhanjaya Khas Cukai Pendapatan

Rayuan No. PKR 544

MLitdIlwn
KetuaPengarah Hasil Dalam Negeri

FACTS

MLtd wasassessed toincometax for the
year ofassessment 1986 withoutallowing
deductionsfortheadjustedlossesand capital
allowances brought forward from the
preceedingyearsofassessmentuptoand
including theyear ofassessment 1976 and
without reliefs under section 65A(1)(a)

and (b) of the Income Tax Act 1967 (the
Act).

The Appellant is a co-operative society
registered on2 August1954. Uptotheyear
ofassessment 1967, it was exempted from
mcometaxunderthe provisionsof section
13(1)(0)(ii) of the Income Tax Ordinance
1947 (the Ordinance). For the years of
assessment 1968 to 1976, it was exempted
iromincome taxin accordance with the
provisions of paragraph 12 Schedule 6 to
the Act. Thereafter, thesaid paragraph 12
wasamendedandasaresult, the Appellant
became liableto tax.

Atthehearing before the Special Commis-
sioners, theRespondent conceded thatthe
reliefsundersection 65A(1)(a)and (b) will
beallowed.

ARGUMENTS

The Appellantcontended that theexemp-
tion from income tax granted under the
Ordinancewaspreserved by paragraph33
Schedule 9 to the Act. The exemption
should therefore continuetill the year of
assessment1986and thereafter. Reference
was made to the earlier decision of the
Special Commissionersinthecaseof NLFC

v. Director General of Inland Revenue (N.
PKR 256) on a similar issue which was
decided infavour of theappellantand not
appealed. Onthesameissueofexemption
fromincometax, reference wasalsomade
totheSupreme Courtdecisionin NLFC v
DGIR (1993) 2 AMR 3581 which had the
effectofinvalidating the retrospective ef-
fect of the proviso (introduced by Act

AdT\)tothesaid paragraph33 ofSchedule
9.

Ontheissuesoftheentitlement todeduc-
tionsand allowances forlossesand capital
allowancesbrought forward, theappellant
contended thattherearetwotypesofex-
emption: oneisexemptionfromthe provi-
sionsof the Actand theotherisexemption
fromincometax. Inthe present case there
was no mention of exemption from the
provisions of the Act. Lossesand capital

allowancesshould thereforestillbecom- | giatedonthe question whetheron thefacts

puted during the period ofexemptiontobe
carried forward for set-off.

The Respondent contended that on the
issueofexemption, Act A471 whichintro-
duced theprovisoto paragraph33ofSched-
ule9applies prospectively fromtheyearof
assessment 1981. Theappellantis there-
forenotentitled to exemption for the year
ofassessment 1986.

Onthesecondand third issues, deductions
and allowancesarenotpossibleasincome
istobedisregarded tosection 127(5) of the
Act. Asincomeistobedisregarded, then
allthesections dealing with computation
should alsobedisregarded.

DECISION

On the issue of exemption from tax, the
Special Commissioners decided that the
amended paragraph 12Schedule6to the
Actisapplicabletothe Appellantanditis
thereforenotexemptfrom taxfortheyear
ofassessment 1986. Evenifthe Appellant
isonlybound by paragraph33Schedule9,
the prospectiveeffectofitsprovisowould

i The case stated for the above Special

Commissioners’ Decisions
will be published in the future issues of the
' TAX NASIONAL.
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produce the same liability. The Special
Commissioners therefore found for the
Respondent.

As to the entitlement to carry forward
adjusted losses and capital allowances,
The Special Commissionersdecided that
theword “income” insection 127(5) of the
Act refers to chargeable income. In the
eventthatthereisnochargeableincome,
the allowable losses and capital allow-
ances canbe carried forward to thefollow-
ing year just as in any other case. They
therefore found for the Appellant on this

point.

FOOTNOTE

Both the Respondentand the Appellant
required the Special Commissioners to
state a case for the opinion of the High
Court and a case has accordingly been

found by the Special Commissioners, their
decision was correctin law.

S. Augustine Paul
Pengerusi,
Pesuruhanjaya Khas Cukai Pendapatan

Kamarudin bin Mohd. Noor
Pesuruhanjaya Khas Cukai Pendapatan

Toong ChooiPoh
Pesuruhanjaya Khas Cukai Pendapatan
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ARTICLE

Tax Planning For International
Licensing And Royalty Flows

PART A -
LICENSING
AGREEMENTS

GENERALINTRODUCTION

With the globalization of business and
enterprises, cross-border transfersof tech-
nologyand otherintangibles, particularly
brandnames, become ever more impor-
tant.

This is especially true for multinational
enterprises. Inorder to operatein foreign
markets through local subsidiaries they
will be confronted with the necessity of
transferringbrandnamestotheirsubsidiar-
iesand totakemeasurestoavoid infringe-
mentofthesebrandnames.

Inordertoproducein foreign countries, it
willbe necessary to transfer patents and
technologicalknow-how. Thetrend tohave
moreand moreR & D carried outoutside
ofthe “homecountry” furtherincreasesthe
importanceof licensingagreementsinin-
ternational business.

Licensingisthe general term to describe
agreements whereby one party grantsan-
otherparty therighttouse certain intan-
gibles owned by the former. Licensin g
agreementsdifferin principle fromR & D

cost sharing agreements, asina typical

licensing agreement the right to use an
existing intangible will be transferred be-
tween parties, whilst in a R & D cost
sharingagreement, parties willjointly un-
dertaketodeveloptheintangible. Wherea
licenseis granted, the transferor will al-
ready, athisownrisk, havedeveloped the
intangibleconcerned.

Thesubjectofalicensing agreement will
typically beapatent,abrandname,acopy-

(This article will be published in four parts)

Differenceinopinion
betweenlegalsystems
aswhetherapayment
constitutes aroyalty, is
aproblemwhichmay
beavoidedby
consultinglocal
expertsinadvance

rightorknow-how. Agreements involving
thetransferof goodwillareusually consid-
ered tofalloutsideof the scope oflicensing
agreements, as they willusually involve
thetransfer ofawholebusiness. Thesame
goesforfranchisingagreements whichwill
usually include supplies, training of staff
and othertechnical assistance. Thisis not
tosay however thatthese types of agree-
mentsdonotincludeaspectsoflicensing.

1. TAXBARRIERS

A cross-border transfer of an intan-
giblewillusually triggersomesort of
taxation. The tax matters typically

encountered are:
- withholdingtaxesonroyalties;

- taxesuponthetransfertoaffili-
ates;

- transferpricingadjustments;

- incentivesforthelocal develop-
mentoftechnology;

- differencein opiniononwhatis
a“royalty”.

Withholding taxesonroyalties, i.e.a
tax onthe paymentmade by the lic-
ensee to the licensor, will often be

greatly reduced through double tax
treatiesbetweentwocountries. A care-
fully planned structuremayminimise
thisburden.

Mostcountriesareeagertoencourage
R & Dactivities on theirsoil through
incentives. These incentives can be
takeninto consideration when plan-
ningnew activities. For existing ac-
tivities, thistype of planning is virtu-
ally uselessas the cost of transferring
personnel and facilities to another
country willusually prove tobe pro-
hibitive, somethingwhichmay often
evenbetruefornewactivities.

Transfer pricingmatters will offer the
least opportunity foradvance plan-
ning, except when the countries in-
volvedallowadvancerulingson this
subject.

Inatypical transfer pricing dispute,
thetaxauthorities of forexample the
country ofthe licensee will deem the
royalty paid toa foreign affiliate too
highand refusededuction, whilstthe
licensoris unable to obtain a corre-
spondingadjustment initscountry of
residence, or even face an upward
adjustmentbecausethelocal taxau-
thoritiesdeem theroyalty too low.

Although most double tax treaties
containmutual agreement clausesto
offersomeway outof theseproblems,
theprocedureisusuallylaboriousand
time consuming in the extreme.
Thoughthereisnoway toavoid these
problems with certainty, carefully
drawnup contracts, careful founda-
tion of the royalty etc. will greatly
help tominimise theirincidence.

The arbitration clause in newer US
treaties,and the proposed EC Treaty




onarbifration, may - in the future -
proveasomewhateasierway tore-
solve transfer pricing disputes be-
tweenstates.

Differencein opinionbetweenlegal
systemsaswhetherapayment consti-
tutesa royalty, is a problem which
may beavoided by consulting local
expertsinadvance. Ifencounteredin
anexistingsituation, thistypeof prob-
lem may prove very difficult to re-
solve.

LEGAL BARRIERS

Inadditiontothetaxmattersonemust
faceincross-border licensing, there
arealsonumerouslegal pitfalls.

Licensing agreements will typically
be concerned with exclusivity, for
instanceallowingtheexclusive use of
acertain piece of know-how. Thus,
licensingagreementsofferampleop-
portunity toseal offa market. Where
the transfer of know-how is espe-
cially concerned withmaintainingthe
secrecy of theknowledge thus trans-
ferred, thistypeof agreement willbe
especially opentoabuse, forexample
byusinganagreementtransferringan
insignificant piece of know-how be-
tweencompaniestoenforcemonopo-
list clauses.

This type of practice would contra-
venetheanti carteland trustlegisla-
tionasmaintained by mostdeveloped
countries, butless far fetching clauses
may alsolead toacollision with this
typeoflegislation.

A completely different but no less
strenuousmatteris the protection of
intangiblesin different countries,a
matterwhichisespediallyacutewhere
patentsand copyrightsareinvolved.
Althoughthereisacertainamount of
international harmonisation through
multlateral treaties, thenational law
of each country will have its own
idiosyncrasies in respect of proce-

duresand time periods of legal pro-

tection.

SCOPE OF LICENSING
AGREEMENTS

Theword “Licensing” isderived from
theLatin “licentia”, meaning “leave”
or “permission”. Therefore, if one

ARTICLE

aquires a license, one acquires the
righttouseanintangible whichone
wasnotallowed (orable) touse prior
totheacquiring of the license.

Licensingagreementsare generally
considered toinvolve themselveswith
the transferand exploitation of intan-
gibleswhicharetransferableby them-
selves. Licensing agreements are
thereforegenerallynotconsidered to
encompass the transfer of goodwill
etc., whichwould usuallyinvolvethe
transfer ofacompletebusinessactiv-
ity, or franchising agreements, which
willusually haveamuchwiderscope.
Licensing clausesmay however con-
stitutea partofboth types of agree-
ment.

Closely related to licensing agree-
mentsareR & D cost-sharingagree-
ments. They differ from licensing
agreementshoweverinthatthelatter
areaimed atjointly creatinganintan-
gible whilst the former concern them-
selves with the transfer ofanexisting
intangible.

Secrecy clauses will
constitute anessential
partoftheagreement,

Thetypesofintangibles with which
licensing agreementsare concerned
willbasically fall intotwo categories:

- intangibleswhicharelegally pro-
tected, e.g. patents, copyrights

etc.;and

- intangiblesthatdonotenjoyle-
gal protection, e.g. know-how.

Abasiclicensingagreementwillgrant

thelicenseetherighttouseorexploit |

theintangible concerned foraconsid-
eration. The considerationisusually
conditional, e.g. dependent on the
turnover of the productutilising the
intangible. Lumpsum paymentsalso
arenotuncommon, especiallyin the
field of copyrights.

Wherenon-legally protected tangibles
are concerned, secrecy clauses will
constitute an essential part of the
agreement.

Although territorialand time period
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clausesarecommon, they donot con-
stitutean essential element oflicens-
Ingagreements.

Thoughastrictlegal discernmentcan
bemadebetween legally protected
and non-legally protected intangibles,
inatypicaltechnologicallicense the
twowillbecombined. Forexample, if
alicenseis granted inrespect of the.
production ofa certain chemical, the
agreementwillinvolveboth thetrans-
fer of the patented formulasand the
non-patentableknow-howinrespect
oftheproduction procedures.

LICENSING VERSUS COST-
SHARING

Whendrawingupaneffective group
R & D strategy, it is essential to
compareintra-group licensing with
intra-group cost-sharing arrange-
ments.

This requires examination of three
questions:

- where will the R & D be pre-
formed;

- howwillitbefinanced;

- who will exploit the resulting
intangible,ifany.

i. Location
A successful R & D effort will
depend firstly on theavailability
offacilities, qualified personnel,
infrastructure, Pproximity tomar-
ketetc. Usually, onewillhaveto
work with existing facilities,
which cannot reasonably be
moved. Therefore, although
theoretically taxandlegal con-
siderations canbetakenintoac-
countwhendeterminingwhere
R & D will be performed, in
practicetheseconsiderationswill
play amarginal roleatbestonly.

ii. Financing

As R & D efforts will usually
involveasubstantial risk of fail-
ure itis important to immedi-
ately address the question who
willbear therisk. Thisisimpor-
tant not only from a financial
pointofviewbutalsofromatax
pointofview.

11
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If one single group company,
usually inahigh tax country, is
continuallysaddled upwithR &
Dlosses, thelocal taxauthorities
arelikely tointervene. Directly
related tothismatteris theques-
tion which of the group compa-
nies willbeentitled totheresults

of a (successful) R & D effort.

Anotherissuetobeaddressed in
thisrespectis that of financing
theongoing expendituresofthe
Ré&Deffort, asthe ongoing cost
canbe verysubstantial indeed.
Heretaxconsiderationsbecome
acutewhentheR & Deffortwill
resultininitial taxlosses which
cannotbeconsolidated withother
taxableincome.

iii. Exploitation
Although the question which
group company will exploitthe
results of an R & D effort is
closely related to the financing
question, itisnotthesame. Itis
conceivablethatonegroupcom-
pany will financetheR &Dand.
upon termination, transfer the
resulting intangible to another
groupcompany forexploitation.

Asnumeroustaxand legalbarri-
erscanbeencountered insucha
transferand significanttaxbur-
denscanresultfromamismatch-
ing of costs and revenues it is
importanttoaddressthisissue
fromthestart.

Obviously, a comparison be-
tween theeffects of costsharing
and transfer of intangibles is
possible only when the intan-
gible is still to be developed.
Where, as in many cases, an
existingintangibleistobetrans-
ferred, this choice is no longer
relevant.

LICENCES - A JURIDICAL
APPROACH

15

INTRODUCTION

In this chaptersomelegalaspects of
licensing agreements will be dealt
with from the point of view of the
variousintellectual property rights.

ARTICLE

For the sake of convenience these
rightswillbe treated asa whole, butit
should be realized that the mutual
differences in character and the at-
taching legal effects entail conse-
quencesforthestructureofthelicens-
ingagreement.

Therefore, itisimportant to realize
beforehand whatrightislicensed be-

fore concluding a licensing agree- |

ment.

Licensing agreementsshould, gener-
ally, be to the satisfaction of both
partiesand both partieshavea consid-
erableinterestinsuchanagreement.

Licencesmaybe
grantedforvaluable
considerationorfree
ofcharge.

Thecharacterofadurableagreement
is commensurate with the time in-
vestedinthecooperationand thecom-
mercialinterest.

Licensing agreementsformalizeand
regulatea durablerelationshipandit
is, therefore, important thatasmany
as possible of the numerous bottle-
necks that the parties may find on
their way should be regulated. Itis
evident thatitis difficult, if not im-
possible, fully to regulate the future
developments, theexecutionand the
completionof thelegal relationship
inanagreement.

Inview of the varying nature of the
subjects, licensingagreementsshould
be customized rather than be stan-
dard.

In spite of the multitude of differ-
encesitis, however, possible tomap
outafew essential features oflicens-
ingagreementsand tostopatsome
crossing thatthe parties will haveto
passwhenenteringintoalicensing

agreement.
DEFINITIONS

Asmentioned above, licences may
coveragreat variety of things. And
thefield oflicencesisnotrestricted to

therightsofintellectual property. Also
specific know-howis capable of be-
inglicensed.

i. Licenses
Licensing agreements provide a
right of use by a party having
such a right or such know-how to
another party who wishes to use,
apply or operate such rights.

Licencesmaybegranted forvalu-
able consideration or free of
charge.

Beforethe purpose of thelicens-
ing agreementand itsessential
features are entered into, each
individualright of intellectual
ownershipfor whichlicencesare
granted willberoughly typified
and itscontoursshown.

Thedefinitionsbelowwill, there-
fore, give very general typifica-
tions as they are generally
recognised in the civilized legal
systems. Itshould, however, be
borneinmind thattherearelarge
and numerous differences be-
tweentheseverallegal systems.

ii. Patent
A patent is an exclusive right
recognised and granted by the
Government affording the title-
holder the exclusive possibility
to operate an invention for the
duration of the patent.

Copyright
Copyright is the exclusive right
of the maker or author, or third
person to whom such right has
been assigned, in respect of a
literary, scientific or artistic
work.

Therefore, copyrightistypified
asaprohibitiveright.

iv. Trademarkright
A trademark is a sign or indica-
tion serving to distinguish and
individualize goods or services
in a certain respect.

v. Righttoatradename
The right to a trade name entitles
the title-holder to act against the
same or similar names in which
enterprises are conducted if and




to theextent that confusion about
the identity of the enterprises is
caused.

Therighttoatradenameisno
absoluteand exclusiveright. It
solely affords the possibility to
claima prohibitionunder certain
circumstances.

vi. Know-how
Know-howmaybedefined asall
information in the field of engi-
neering, application and com-
merce of a confidential nature
not belonging to the public do-
main. Theinformation referred
toasknow-howhasmany facets,
mostly linked to a product or
productionprocessnotbeingthe
objectofany intellectual propri-
ety rightand to whichnoabso-
luterightisattached. The confi-
dentiality of the information
stands foremost and should,
therefore, be guaranteed through
alicence.

LICENSING AGREEMENT

Thelicensingagreementshould, in gen-
eral, contain the same essentials as other
agreements. That is to say that, among
other things, the subject matter of the
agreementand theperformanceswhichare
tobemadeunder theagreement mustbe
laid downin detail.

Moreover, thedurationof theagreement,
therange, fees, responsibilitiesand, last
butnotleast, themanner of,and grounds
for, termination of theagreementshould
beregulated.

il

Parties and ratio

Itisamatterof coursethat the parties
totheagreementand thereason for
eachparty toenterintotheagreement
should befullystated inthebeginning
of theagreement.

Subjectmatter

Asstated above, thedescriptionofthe
subject matter and the exact defini-
tionofrightsgranted under theagree-
mentareof paramountimportance.
Thedescription of the subjectmatter
may,insomecases, evenbearequire-
mentfor theexistence of thelicensing
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agreementorbeimportantforobtain-
inganexemption fromtheobligation
toreportinrelation with the EC.In
thisrespectweespecially pointatthe
so-called Know-how Regulation.

Duration of the agreement

Underthestatutory provisionslicens-
ing agreements may be subject toa
maximumduration. Thisisespecially
thecase with patents. Patentshavea
limitedlifein mostcountries, varying
from 15to 20 years.

Patentshave alimited
life in most countries,
varying from 1510 20

years.

Important, toois thatthe validity of -

certainstipulations willhave to con-
tinueaftertheterminationof theagree-
ment, in particular thoseinrespectof
secrecy.

Scopeof the agreement

According tothenatureand the sub-
jectmatterof theagreementitshould
beexactly described inwhatmanner
theagreementwillbe valid between
the parties and which applications
willbe covered by thelicence.

Limitationsmaybemade geographi-
cally, economicallyand technically.
Inview of theterritorial scopeof the
rightsofindustrial property,itshould,
first of all, be determined for which
areasthelicenceis granted.

Economically, the principal stipula-

tionistheexclusivity of the licensee.

In thisrespect thereare some possi-

bilities:

- thelicenceis granted underex-
clusivity,inasense thatneither
thelicensorwill displayany ac-
tivitiesin the area of thelicence;

- theexclusivity refers solely to
third parties and the licensor
keepstheright todisplay activi-
tiesinthecontractareaindepen-
dently.

Inthecaseofanon-exclusivelicence
thelicensor willbeatliberty to have
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alsothird parties operateina certain
contractarea. Also thelicensormay,
inthatcase, independently display
activities besides thelicensee.

Other limitations ofan economicna-
turearethoseofthelicensee’srightto
exportorlicensee’s obligation toal-
lowimports from countries outside
hisarea. :

Tothe extentthattheyarerelevant,
especially the provisions of EC com-
petition law in this field should be
borneinmind.

Aswillbediscussed below, it should
berealized that the licensing agree-
mentinitself, or together witha dis-
tributionsystem, may be the subject
matter of a special EC regulation,
suchas, specifically, the EC Regula-
tiononsole-saleagreements.

‘Inatechnical respectadifferentiation

may be made in the possibilities of
application, separate licencesbeing
granted foreachapplication.

Moreover, production, saleand other
forms of operation may, economi-
cally, be separated and the licence
accordingly belimited.

Inlaying down the obligations and
rights of thelicensor and thelicensee
somerecurringstipulationsshould be
observed.

Obligations ofthelicensee

Where a licence is granted, the lic-
ensee will have tobeundertheobli-
gation tousethelicence. Thisisnec-
essarybecausetheunderlyingrightof
intellectual propertymaylapseinthe
caseofnon-use, which willevidently

bethe caseif the licenseis an exclu- -

siveone.

Ofcourse, theuseoftherightgranted
tothelicensee, and the way in which
he should exercise it, influence the
interests of the licensor. Itis, there-
fore,importantto the licensor pains-
takingly tosupervise the useinallits
forms, forinstancethroughan obliga-
tion imposed on the licensee to ob-
servecertainquality standards.

Alsothewayinwhichtheuseismade
may haveimplications for thelicen-

13
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sor, whichapplies especially to the
use of the trademark. Not only the
use, butalso the way how itis used
should ultimately becontrolled by the
licensorand beagreed asan obliga-
tionofthelicensee.

In the case of know-how, butalsoin
the case of other licences it may be
important that the licensee should
take on the obligation to observe se-
crecy in respect of the know-how
obtained (alsoafter the expiration of
theagreement)and thathe,in histurn,
passes on this obligation to his em-
ployeesorthird partieswhomayhave,
orobtain, knowledgeofthe confiden-
tialdata.

Infringements

A special chapter is formed by the
concerted action of licensor and lic-
ensee when third partiesinfringe the
rights of the licensor or blame the
licensor /licensee for infringing their
rights by using the licence. As li-
cences come under the freedom of
contract, theagreements of the par-
tiesin thatrespectmaybemadeina
variety offorms. Yet thelicensor will
be thekeyﬁgureinlegalproceedings,
ifany, asheisthesource fromwhich
therighthas originated. Moreover,
the fact that in some legal systems
solely the licensor may sue plays a

part.

Further, itisrecommendableanyhow
to oblige the licensor to assist the
licenseeinlegal proceedings.

Obligationsof the licensor

The licensor should enable the lic-
enseetoexercisetherightsunder the
licenceand, if necessary, assist him.
Oftenthelicensee undertakestomain-
taintheintellectual proprietaryrights
or theirregistration.

Liability

Inaddition totherightsand obliga-
tions, thelicensingagreementshould
contain liability arrangementsand,
more particularly, any exclusion or
limitation of liability for losses in-
curred duetoimproper performance
underthelicensingagreementorany
infringements of the intellectual
prorietaryrightsof third parties.

10.
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Important, too,is a careful formula-
tionofthewayinwhichanydamage
willbesettled. Thisrequiresanaccu-
ratedelimitation, inview of possible
statutory restrictionsintheregulation
ofliability. Alsoinrespect of conse-
quential damage, the regulation of
liability will have to provide foran
adequatesolution.

Licence fee

If it is provided that the licence is
granted foraconsideration, there will
beseveral formsinwhich payments
may be made. The amount of the
royaltyand the method of computa-
tionmaybedetermined ina variety of
ways. The most current and best-
known formisthesales-related roy-
alty, butalsoa fixed amount (lump
sum) may beagreed between the par-
ties. Intermediate formsare imagin-
ableas well.

Whenestablishing theamount of the
royalty a minimum and / or a maxi-
mummaybeincluded, inwhichcase
the minimum royalty may actas a
kind of threshold to stimulate the
actualuse.

Thecomputation of the feewill have
tobelinked toadequatesupervision
possibilities, with periodical supervi-
sionstoverify thedata supplied.

Moreover, themoregeneral stipula-
tions, such as currency, place and

timeof paymentwillhavetobeagreed.
Termination

Animportantitemis, finally, theter-
mination of theagreement. The ter-
mination of theagreementis the tail-
pieceofagood licensing agreement.
Itshould contain adequate stipula-
tions for the case that the agreement
endsfor whatever reason. First ofall,
an exhaustive enumeration of the
grounds for termination should be
included, suchas:

Non-fulfilment, bankruptcy of either
party tothecontractorthelapseof the
intellectual proprietary rightonwhich

thelicenceisbased.

Wherethelicencebringsaboutacom-
plexofinterests, thegroundsshould,

T,
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accordingly, becarefullyweighedand
onlymomentousgroundsshould give
risetotermination.

Ofamoreformal natureisthemanner
oftermination (forinstance by regis-
tered letter or in another way laid
downintheagreement).

Thelegal effects of the
termination

Itdoesnotsufficetoestablish thatthe
agreementhasbeenterminated. With
dueobservation of the interests in-
volved, the consequences of the ter-
minationtothe partiesshouldberegu-
lated ina practical (and acceptable)
way. This may be done by, for in-
stance, taking over the remaining
quantity of products produced under
thelicence, orby informing the cus-
tomers. Moreover, thereis the con-
tinuing obligation of secrecy already
mentioned and thereturning of confi-
dentialinformation madeavailable.

Miscellaneous

Forsomespecificstipulationsanum-
berofimportant provisionsisfinally
included in this chapter of Miscella-
neous, such as: the choice of thelaw
governing theagreement, theway in
whichdisputes arising from, or con-
nected with, the agreement will be
settled (arbitration or court of justice)
and theway inwhich additionsand
amendments to theagreements will
bepossible.

IN THE FOLLOWING ISSUES:

Part B: Considerati'on =

Part C;

Part D:

Remuneration for
Licensing 1
March 1995 issue

Tax Treatment of
Licensing
June 1995 issue

Tax Planning Consider-
ations, Opportunities
and Pitfalls
December 1995 issue
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It’s Impact On Companies Operating
In Malaysia And California

INTRODUCTION

In a recent decision, Barclays Bank
International Ltd. lostit’s casein the
USSupreme Courtagainstimposition
of unitary tax by California.

The British Government has legis-
lated in the UK tax legislation retalia-
tory powerwhichcanbetriggered to
denythetaxcreditwhichwould other-
wisebe payable to US companiesin
unitarystates.

Itwould be interesting to watch the
nextmoveby the UK authoritiesonthe
outcomeofthe Barclaysdecision. This
articleisabackground tothedispute
and it’s effect on multinational com-
paniesoperatingin Malaysia.

RIGHTS OF TAX
JURISDICTIONS

Alltaxjurisdictionsin whichmultina-
tionalsoperateare faced withthe prob-
lem of determining theamountofin-
comeproperlyattributableto theirju-
risdiction.

Theinternationally accepted method,
whichunderliestax treaties,is known
as the separate accounting orarm’s
lengthmethod.

Thismethod appliesthe principle that
eachtaxing authority should levy tax
onlyontheincomearising withinthe
bordersofit’s jurisdiction.

Toenablejurisdiction toaccess corpo-
ration tax liability, multinational cor-
porationsoperating within thosejuris-
dictionsareasked to provide separate
accountsasifthey wereindependent
corporationsoperatingatarm’slength
fromotherparts of theirbusiness.

3. ABUSE

Multinational companies can, in ef-
fect, transfer profits betweendifferent
taxing jurisdictions, by manipulating
the pricesatwhich different constitu-
ent parts of their multinational busi-
ness sell goods or services to each
other.

REMEDY

Eachtaxingauthorityreserves theright,
when assessing the extent of a
corporation’searningsattributableto
theirjurisdiction, toadjust for tax pur-
poses any transfer prices that have
beenmanipulated, sothatthey reflect
the true market price that would be
paid betweentwoindependentcorpo-
rations.

Tax treaties, specifically allow the
contracting statestomakeadjustments.

Unitary taxationisanalternativeway
of dealing with the same problem.

WHATISUNITARY
TAXATION

Instead of taxing the income earned
within its taxing jurisdiction, a tax
authority using unitary tax assesses
theoverallincome of the group,and
thenleviestaxona certain proportion
ofthatincome. That proportionmight
be calculated be reference to the
company’ssales, employmentoras-
sets within one taxing jurisdiction.

The unitary method is used fairly
widelybydifferentstatesinthe USin
respectofincome earned within the
US. The method works reasonably
wellwhereeach of thetaxingauthori-
tieshavebroadly similaraccounting
rulesand standardsand where the tax

regimesand formulae used are com-
patible. These conditionsaremoder-
ately well satistied in varying degrees
inthedifferentstates within the US.

6. WORLDWIDE UNITARY TAX

(WUT)

California has chosen touse thesame
method in respect of worldwide in-
come. In this context the necessary
conditionsforthesuccessfuluseofthe
unitary method are clearly not ful-
filled. Accounting standardsindiffer-
enttaxingauthoritiesthroughoutthe
world vary very considerably from
those within the US. Equally impor-
tantly, nocountryadoptssuchamethod.

DEFECTS IN WUT

a. Burden

Amultinational company which
has to provide accounts to each
taxing authority in whose juris-
dictionitoperates, according to
theaccountingstandardsand tax
regimeofthatauthority, thenhas
torecalculateit’s worldwideearn-
ingsaccording to theaccounting
standardsand taxregime of Cali-
fornia. Thisisa majorand costly
burden.

b. Arbitrary Assumptions
Inpractice, determining whatcon-
stitutes a unitary multinational
group in some cases involves
highly questionableand arbitrary
assumptions. Amultinationalcom-
pany which comes toa different
judgment fromthatofthe Califor-
niantaxauthorities could find it-
self forced to make the burden-
somecalculationdescribed inone
above,several times over.

15
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c¢. DoubleTaxation

There is no reason in principle
why the proportion ofamultina-
tional corporation’s earnings
whichareproperlyattributableto
any one taxing authority should
necessarily be the same as the
proportion of its sales, employ-
ment or assets in that taxing au-
thority. If California uses world-
wideunitary and other countries
useseparateaccounting / arm'’s
length,a multinational corpora-
tioncould wellend upbeing taxed
onmore than100% ofits world-
wideincome;itcould alsobetaxed
muchless than 100% ofits world-
wideincome. Theriskof double
taxationordoubleexemptionis
veryreal;

ARTICLE

d. Taxin Tax Loss Years
Amultinational company which
had assets, sales and payroll in
California, butwhichhappened to
makealossinany oneyear, could
find itself paying tax on non-exis-
tent (or even negative) income.
Or, alternatively, amultinational

‘ corporation whichimproved its

profitability in, say, Malaysia, by

reducing costsinthat Malaysia,
would, undertheunitary method,
find itself paying moretaxin Cali-
fornia (whichwould levytaxona
proportionofanyincreasein prof-
its)evenalthoughtherehad been
nochangein theincomeearnedin
California;

e. Unacceptable Formula
Thenarrow circumstanceswhich

may justify an internationally
agreed formulary apportionment
of income (for example, for 24-
hour, global trading of a single
book of securities) do notexistin
the majority of cases which Cali-
forniaappliestheworldwidecom-
bined reporting method of unitary
tax.

8. CONCLUSION
Theworldwidecombined report-
ingmethod of unitary taxationin
the circumstances in which it is
applied by Californiaremainscon-
trarytointernationallyagreed stan-
dardsembodied inthearm’slength
principleand thattheultimategoal
should bethe elimination of the
worldwide combined reporting
method of unitary taxation.
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Stamp Duty Office

In recent months members in Kuala
Lumpurhavereported totheInstituteabout
achangein thebasisof valuation of shares
involved by thelocal Stamp Duty Office.
Previously theseshares of private limited
companieswhentransferred areassessed
based on their net tangible asset value.
However, of late, foratransferof 50,000 or
meresharesthe Stamp Duty Office usesa
priceearning ratioof 18. This resulted in
bigincreasesinthestampduty payablefor
many transfers.

OnOctober25,1994 therepresentativesof
the Institutemet withtheacting Collector
of Stamp Duty, Mr. Ong Kok San to dis-
cussthenew developmentinthevaluation
of shares for stamp duty assessment. He
informed us thatthefigureof 18 wasbased

‘ on the average price earning ratio of all
listed counterson the KLSEdiscounted for
30 percent. Heexplained thatsuchabasis

- isconsistentwithvaluation principlesand

thathehasincreased thepriceearningratio

from 18 even though the same for KLSE
counters has increased. Weargued that

such a basis should only be used for a

company involved ininitial public offers

(IPO) are one that has the potential to be

ready for [PO. Companies that do not

intend tobelisted should notbeapplied on
thisbasis.

InconclusionMr. Ong agreed that he will
lookintoourappeal.

By
CHUAHSOONGUAN,
MIT CouncilMember

GENUINE STAMP
DUTYIMPRINT

Wehavebeen informed that there have
been fraudulent stamping of stamp duty
payableorganised by somesyndicates.In
ordertocombat these fraudulent practises
the Stamp Duty Office has issued some
guidelinestoidentify the genuinestamp.
Thefollowingare the guidelines:-

(i) Marginisthinand doesnotsmudge.

(i) Datenumberisprecise,smalland thin.
The spaces between the day, month
and yearareequal.

(iii) Stampisimprinted always 1 cm. from
themargin.
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TAXADJUSTMENTS

T0 BE MADE AND PARTICULARS TO BE FURNISHED WITH

A. TAXADJUSTMENTS

1.

Capital expenditure charged to
the profitand lossaccount.

Bxamples:

() Ihcorporaﬁon expenses of
companies withauthorised
capital exceeding $250,000.

(b) Expenditure relating to
changesinauthorised and
paid-upcapital.

(¢) Expenditure(including pro-
fessional fees) in connec-
tion with theacquisitionor
disposal of fixed assets in-
cluding stocksand shares.

(d) Renovationandimprove-
ments.

Expenditurenotincurredin the
productionof income.

Examples:

(@) Remuneration (including
EPF contributions) and
other benefits to partners
and proprietors.

(b) Personaland domesticex-
pensesinwhatevermanner
charged (e.g.local orover-
seas travel, motor vehicle
maintenance).

(¢)  Expensesrelating tomain-
tenance of shareholders’
register and issue of divi-
dendsinwhatevermanner
charged.

(d) Basicexpensessuchasan-
nualreportsfordistribution
toshareholders forannual
general meetings and ex-
traordinary generalmeet-
ings.

(e) Stock Exchangelisting ex-
penses.

(f) Expenses prior to com-
mencement or in connec-
tion with cessation of busi-
ness.

(g) Provisions for doubtful
debts,stock, retirementben-
efits, leave passage, ex-
change losses, future
expenses, etc.

(h) Legal fees- capital or pri-
vate.

(i) Miscellaneousand sundry
expenses - capital or pri-
vate,

(j).  Donationsandsubscriptions
(exceptthoseallowed).

Expenditurespecifically disal-
lowed orrestricted by law.

Examples:

(a) Lease rental of motor ve-
hicles in excess of $50,000
foreachvehicle.

(b) Interestrestriction.

(c) Entertainment expenses
(other than those specifi-
cally allowed).

(d) Expensesrelatingtoleave
passage.

TAX COMPUTATION

(e) Payment to unapproved
schemeor contribution to
approved schemeinexcess

0f 15 % of the employee's

remuneration.
Otherltems

Examples:
(a) Baddebits.

(b) Profit / lossondisposal of
fixed assets / investments
and other capital transac-
tions.

(c) Exchangegains /lossesaris-
ing from capital transac-
tions.

(d) Extraordinaryitems.

(e) Renewalsofimplements&
utensils.

Deductionforqualifyingmining
expenditure-Schedule?2.

Additional and special deduc-
tions givenasincentives:

Examples: export allowance,
deductionforpromo-
tionofexports / tour-
ism / researchand de-
velopment/training.

Incentivesunder Promotion of
Investments Act 1986 / Income
Tax Act 1967:

Examples: exempt pioneer
incme, investment

taxallowance, abate-
mentof adjusted in-
come for exports/
small-scale compa-
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nies, industrial ad- |

justmentallowance
andreinvestmental-
lowance, ete.
8  ComputationofCapital Allow-
ance
9.  Deductionsinrespectof qualify-
ing prospecting / farm /pre-op-
erational businessexpenditure-
Schedules4,4A and 4B.
PARTICULARSRELATING TO
TAXADJUSTMENTS
1. Contract/ sub-contractpayments

(above $30,000), commissions
and rental (above$10,000) and
other contractual paymentsto
residents (excluding manage-
ment fees).

(a) Inrespectof each tax ad-
justmentthebasis forsuch
adjustmentshouldbeshown
supported by analysis, cop-
ies of subsidiary
accounts, receipts, etc. as

appropriate.

(b) In respect of incentives
claimed copiesofapproval
letter, pioneer certificate,
exemptaccountshould be
attached.

(c) Inrespectofbad debtswrit-
ten off (exceeding $5,000
for companiesand $1,000
forothers) particularsofthe
debtor, nature of the debt
and reasons for writing off
shouldbegiven.

(d) Inrespectofcapitalallow-
ances schedules to show

additions, hire-purchases,
disposals / write-offsshould
beattached.
B. ADDITIONAL
PARTICULARS
1. Contract/sub-contractpayments

(above $30,000), commissions

and rental (above $10,000)and

other contractual paymentsto
residents (excluding manage-
mentfees.

CIRCULAR

(a) Name,address,].C.no.and
amount inrespect ofeach
recipient.

(b) Type/natureofcontract /
commissionand location /
nature of asset rented, as
applicable.

Receipts by non-resident con-
tractors-Section 107A

(@) Location,natureand dura-
tion of project.

(b) Name,address, tax refer-
enceno. / I.C. no. of non-
resident contractor or the
payer,asapplicable.

(c) Totalcontractsumandthe
service portion thereof.

(d) Contractsumand theser-
vice portion thereof pay-
able / receivablefortherel-
evantbasis period,asappli-
cable.

(e) Particularsof withholding
taxshowing:

- dateofpaying / credit-
ing of contract sum
due.

- dateof paymentand
amount of withhold-
ingtax.

- receiptnumber(s).

Managements feestoresidents

(a) Name,address,I.C.no.and

amountinrespectofeach |

recipient.

(b) Indicaterelationship with
recipient,ifany.

(c) Basis for pay ment of fees
supported by copy of man-
agementagreement, ifany.

Professional / technical / man-
agementfeesand rentstonon-
residents (Special Classes of In-
come-Section4A).

(a) Professional / technical /
management fees.

(i) Name, address and
amount in respect of
therecipient

(ii) Natureofservicesren-
dered

(iii) Particulars of with-
holdingtaxshowing;:

- dateofpaying /
crediting of fees
due.

- dateofpayment
and amount of
withholding tax.

= f et lp t
number(s).

(iv) Ifthewholeorpartof
any payment is con-
sidered nottobeapay-
mentundersection4A
state reasons and at-
tacha copy of therel-
evantagreement.

(b) Rental in respect of mov-
ableproperty.

(i) Nature of movable
property.

(ii) Particulars as in (a)
aboveasapplicable.

Expenses charged by head-of-
fice / paerentcompany

(a) Inrespectofdirectexpenses
state the nature of the ex-
penses charged, basis of
charging and how it has
benefitted thebranch / sub-

sidiary.

(b) Whether Section 109B is
applicable and if so give
particularsasin4(a)(iii).

(c) Inrespect ofcommon ex-
penses allocated to the
branch / subsidiary givean
analysisoftheexpensesand
state thebasisofallocation
and how it has benefitted
thebranch / subsidiary.



Overseas trips (notrequired for
publiccompanies)

(a) Namesand designationsof
personsinvolved.

(b) Dates,destinationand pur-
poseofthetrip.

(c) Detailsofexpenditure,in-
dicatingnon-business
element.

Partnerships

Whereapartnershipbusinesshas
ceased submit copy of notifica-
tionto Registrar of Businesses
(Form C) and a copy of the
realisationaccountand particu-
lars of person(s) taking over the
business.

Real Property Gains Tax

(@) Particularsofacquisition /
disposalofassetswhichare
chargeableassetsunder the
Real Property Gains Tax
Act 1976 if such acquisi-
tion / disposalhasnotbeen
notified.
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(b) FormCKHT19(givingpar-
ticulars of a real property
company)ifapplicable.

C. SPECIALINDUSTRIES

1. HousingDevelopment
(a) Fornewprojects/schemes.

(i) Copyoftheapproved
layout plan and ex-
pected dateof comple-
tionofeach phase.

(if) Location of the prop-
ertybeing developed.

(iii) Cost/marketvalueof
theland anditsuseat
thetime ofacquisition.

(b) Forallprojects / schemes
(i) Detailsasin(a)above
ifnotprovided previ-
ously orif therehave

beenany changes.

(i1) Analysisofcostofde-

velopment of each |

phaseonacumulative
basis.

Malaysian Institute Of Taxation

(iii) Computation of prof-
its on progress pay-
ments basis if the
method ofaccounting
is other than the
percentageofcomple-
tionmethod.

2. L\easing

(@) Computation of income
fromleasing operationsas
required by theIncome Tax
Leasing Regulations 1986.

(b) Identifyspecial purpose /
leaseback assets, ifany.

~ This is only a checklist and is meant fo:' =

- the furnishing of part;cutars relatmgto
- the accounts - :

assist taxpayers and tax agents in: :
- the preparation oftax computations and

WhICh are submnted with ‘tax ;eturns The -
facts in a particular case will determine
which of the items listed are applicable or
whetherofherad}ustments shouldbe macfe-

or: other partlcuiars given.

- A correct tax computation with relevant

particulars saves time and expense.

@ WJ
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Procedure For Application For Pioneer Status/Investment Tax
Allowance of 100% For Contract Research And Development
Companies and Application for Investment Tax Allowance of 100%
for Research and Development Companies Under the Promotion of
Investments Act, 1986

(a) Applicationshould bemadeinaccordancewiththeattached PART I: PARTICULARS OF COMPANY
formatin5 copiesand submitted to:-

1. NameofCompany:

Director-General

Malaysian Industrial Development Authority (MIDA)

4th Floor, Wisma Damansara 2. AddressofRegistered Office:

JalanSemantan, P.Q. Box 10618

50720 Kuala Lumpur TelephoneNo: S
(b) Allapplicationswillbeacknowledged withintwoweeksof FaxNo:

receipt. Ifacknowledgementisnotreceived, pleasecontact

MIDA at:

3.  AddressofOperating Premises:

TelephoneNo.  : (03-2553633

FaxNo. : 03-2557970 TelephoneNo:
(¢) Detailsontheincentivesand guidelinesforapplicationare FaxNo:

attached as Appendix.

4.  DateofIncorporation:

APPLICATION FOR PIONEER STATUS/INVESTMENT
TAX ALLOWANCE FOR RESEARCH AND DEVELOP-

MENT UNDER THE PROMOTION OF INVESTMENTS PART II: PARTICULARS OF DIRECTORS
ACT, 1986

‘ Name Nationality Residential Address
Application for: '

Tick (3) whicheverisrelevant:

ContractResearchand Development Company .

PioneerStatus

InvestmentTax Allowance 100%

Researchand DevelopmentCompany

Investment Tax Allowance 100% _ .

— |
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PART III : CAPITAL EXPENDITURE 2. ItemsofMachinery and Equipment Required
Items of Machinery : Function Estimated
1. (a) Manufacturing-based Research | and Equipment Cost (RM)
(RM) 1
(i) Land
(Specifyarea) PARTIV:FINANCING
(ii) Buildings 1. AuthorisedCapital(RM): XX, XXX.XX XXX
(Specify covered area)
2. Paid-upCapital: Amount(RM) %
(iii) Plantand machinery
Malaysian XCXXXXK XXX
(iv) Otherequipment
ForeignNationals
(v) Pre-operationalexpenditure (Specify country) XX, XXX XX XXX
(vi) Working capital Total XXX XX XXX
Total 3. Loan(RM):
| (@) Foreign: XX, XXX XX
Note: Wheretheland, plantand machineryaretoberented, |
leased, indicate theannual cost of rental /lease. (b) Local: XXOXXX XX
(b) Agriculture-based Research 4. Othersourcesof funds: XX XXX XX

RM)

PART V : RESEARCH PROJECTS/ACTIVITIES

(i) Land(specifyarea) 1. Listdownthe productsand industries forwhich research

projects/activities willbe carried out.

(ii) Clearingand preparationofland

— 2. Listdownthetypesofresearch projects /activities that will
(iii) Planting of trail crops beundertaken. Explain themethodologyand the potential
forsuchactivities.
(iv) Provisionofirrigationordrainage
systems 3. Statethenamesofrelated companies forwhomthe R & D

(v) Constructionofaccessroadsand

‘ projects/activitieswould beundertaken.

2. General Workers

bridges ‘PART VI: EMPLOYMENT
(vi) Buildings (specify covered area) B Full-time
Employment Employment
(vii) Structuralimprovements/ other Category
structures (e.g. pondsetc.) Malaysian Non-
Malaysian
(viii) Plantand machinery
1. Managerial, Technical
(ix) Otherequipment Research
' and
(x) Pre-operationalexpenditure : Supervisory Non- |
Staff Technical |
(xi) Working capital

Total
3. Sales,Clerical &
OtherWorkers
Note: Wheretheland, building, plantand machineryaretobe
rented /leased, indicatetheannual cost of rental /lease. Total

21
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Details on Technical Staff forR & D Activities

No.ofPosts
Position —| Qualification | Responsibility
Malaysian Non- and
Malaysian Experience

PART VII:DECLARATION

Ihereby declarethat to thebest of my knowledgeand beliefall
the particulars furnished in thisapplicationare true.

Signature of Applicant

Namein Block Letters

Date:

f)ésignationin Compan;

Appendix

INCENTIVES FOR CONTRACT RESEARCH AND
DEVELOPMENT COMPANIES/RESEARCHAND
DEVELOPMENT COMPANIES

1. ContractResearchand Development Companies which
provideresearchand developmentservicesto companies
other thanitsrelated companiesareeligible toapply for
Pioneer Status for a period of 5 years or Investment Tax
Allowance of 100% on the qualifying capital expenditure
incurred withina period of 10 years. In the case of Pioneer
Status, full tax exemption at statutory income will be
granted whileforInvestment Tax Allowance, theallowance
willbeabated from thestatutory incomeand abatement for
each year of assessment will be limited to 70% of the
statutoryincome.

2. Researchand Development Companies which provide
research and development services both for its related
companiesorany other companiesareeligibletoapply for
Investment Tax Allowance of 100% on the qualifying
capital expenditureincurred withina period of 10 years.
Thisallowancewillbeabated from thestatutory incomeand
abatement for each year of assessment will be limited to
70% of the statutory income.

3. Therelated companiesconcerned willnotenjoy double
deductionforpaymentsmadetotheresearchand develop-

CIRCULAR

mentcompany. (However theresearchand development
company may optnottoavailitselfforthe Investment Tax
Allowancein which case, its related companies will enjoy
doubledeductionincentive forpaymentsmadeforresearch
anddevelopmentcarried outby theresearchand develop-
mentcompany).

GUIDELINES FOR APPLICATION FOR PIONEER
STATUS/INVESTMENT TAX ALLOWANCE OF 100%
FORCONTRACTRESEARCHAND DEVELOPMENT
COMPANIES AND APPLICATIONFOR INVESTMENT
TAX ALLOWANCE OF 100% FOR RESEARCH AND
DEVELOPMENT COMPANIES UNDER THE
PROMOTION OFINVESTMENTS ACT, 1986

Criteria for Eligibility

(a) Contractresearchand developmentcompanymeansa
company which providesresearchand development ser-
vicesin Malaysia only toa company other than its related

company.

(b) Researchand development company meansacompany
which providesresearchand development servicesin Ma-
laysia toitsrelated company or toany other company.

(c) Related companymeansacompanywhichisthe holding
company ofthatcompany, asubsidiary of thatcompany or
asubsidiary of the holding company of that company.

(d). Researchand developmentmeansanysystematicorinten-

sivestudy carried outinthefield of science ortechnology

with the object of using the results of the study for the

productionorimprovementof materials, devices, products,

produceor processesbutdoesnotinclude:-

(i)  qualitycontrolorroutine testingofmaterials, devices,
productsorproduce;

(ii) researchinthesocialsciencesorthe humanities;
(iii) routinedatacollections;

(iv) efficiencysurveysof managementstudies;and
(v) marketresearch orsales promotion.

(e) Theresearchundertakenshouldbeinaccordance with the
needs of the country and bring benefit to the Malaysian
economy.

(f) At least 70% of the income of the company should be

derived fromresearchand developmentactivities.
(g) Formanufacturing-based researchand development, at
least50% of the workforce of the company mustbeappro-
priately qualified personnel performing research and
techincal functions. For agriculture-based research and
development, atleast5% of the workforce of the company
mustbeappropriately qualified personnel performing re-
searchand technical functions.
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(h) Foreign researchers may be employed by the research provisionofirrigationor drainagesystems, the provision of
company. Thecompanyshould howeverendeavourtotrain plantand machinery used in Malaysia in connection with
Malaysians. and for the purposes of anactivity relating toresearchand
development, the construction of access roads includin g
bridges, the constructionor purchase of buildin gs(exclud-

ing those provided for thewelfare of personsoras living
The5yeartaxrelief period will commence from the Production accomodation forpersons)and structuralimprovementson

Daywhichisthefirstdaytheincomeis received bythe company. land for the purposes of activity relating toresearchand
development.

Pioneer Status TaxRelief Period

v Qualifying Capital Expenditure

) ForthepﬁlposeoflnvestmenttaxA]lowancemrelationto —~—~———-4‘ UPDATﬂ e

manufacturing-based research, qualifying capitalexpendi- e = = =
r ture means capital expenditureincurred on factory or any The Institute hasbeen notified by the Finance Ministry
I plantand machinery used in Malaysia in connection with thatthetime period forapplication of double deduction
and forthe purposesofanactivity relating toresearchand | forexpensesincurred onresearch have been extended
development. - fromthreetosixmonthsfromyearend. '
(b) ForthepurposeofInvestment Tax Allowanceinrelation to Therefore, withimmediateeffect, allapplications for this
‘ agriculture-based research, qualifying capital expenditure } ~ deductioncanbemadewithinsixmonths fromyear end
means capitalexpenditureincurredinrespectofthe clearing whereexpenseshavebeenincurred c '
and preparation of land, the planting of trial crops, the | = : : ;
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SCHEDULAR TAX DEDUCTION TABLE

JADUAL POTONGAN CUKAI BULANAN
SCHEDULE OF MONTHLY TAX DEDUCTIONS

B = Bujang/ Bersuami Single Person/Maried Woman K = Kahwin Martied
KA1 = Berkahwin dan mempunyai 1 orang anak Married, with 1 child KA6 = Berkahwin dan mempunyai 6 orang anak Married, with 6 children
KA2 = Berkahwin dan mempunyai 2 arang anak Marmied, with 2 children KA7 = Berkahwin dan mempunyai 7 orang anak Married, with 7 children
KA3 = Berkahwin dan mempunyai 3 arang anak Mamed, with 3 children KAB = Berkahwin dan mempunyai 8 orang anak Married, with 8 children
KA4 = Berkahwin dan mempunyai 4 orang anak Married, with 4 children KAS = Berkahwin dan mempunyai 9 orang anak Maried, with 9 children
KAS = Berkahwin dan mempunyai 5 orang anak Marmed, with 5 chikdren KA10 = Berkahwin dan mempunyai 10 orang anak Married, with 10 children
POTONGAN CUKAI BULANAN
Jumiah MONTHLY TAX DEDUCTIONS
Saraan Kategon Kategori 2 Kategorl 3
Bulanan 1 Category 2 Category 3
Category DI mana Isterl tidak bekerja DI mana Ister| bekerja
Total 1 Where wife is NOT in employment Where wife IS in smployment
Monthi
Remunerrzyﬁun B K | KA1 | KA2 | KA3 | KA4 | KAS | KAS | KAT | KA8 | KAS [KA10| K | KA1 | KA2 | KA3 | Kad | KAs | kas | ka7 | Kas KAS |KA10
RM RM RM | RM | RM | RM [ RM | RM | RM | RM | RM | RM | RM | RM | RM [ RM | RM | RM | RM | RM | RM | RM | RM | RM
851 - 1000 L I = = = = = E = £ = = 7= = 2 = = = = = = =
1001 - 1050 0] - - - 2 = o = = G = z 10] 6] - = = z = = = = =
1051 - 1100 o] ) IR s I S i Y (S ) [ e [ L3 ]| ] i i i I ) W
1101 - 1150 e - | - S ) i ) -~ (= ) {3 ) O - ) ) [ 0 (R N S
1151 - 1200 19 - - - - - - = g = - = 19 15] 11 - = - - = S
1201 - 1250 22| s £ 3 = : = = I = 22) 18 14] 10| 6] - = = = S =
1251 - 1300 35) - - - - - - = B E = - 35] 21 17] 13 9] - - - - - -
1301 - 1350 38 8] - = = - = = - = = = 38 34 20 16 12 8l - - = -
1351 - 1400 2] 7 B 5 T = = - - - 42 37| 32| 18] 15| 11 Tl = - - B
1401 - 1450 450 14] 10 6] - S - F - = 45] 41| 38| 22[ 18| 14| 10 6| - B -
1451 _- 1500 48] 17] 13 8] - - 5 - - - - - 43| 44| 3 35] 21| 17| 13 5 - = -
1501 - 1550 521 35| 18] 12 8l - - - - - - - 52] 48[ 4 38| 34| 20| 18] 12 B] - -
1551 - 1600 56| 38| 34 15 11 7 = 5 = = = : 58] 51| 4 42| 37 32| 19 5| %3 TL=
1601 - 1650 59 42 37 32 14 10 6] - - = = - 59 55 50 45 41 36 22 8 14 10 B
1651 - 1700 B3] 45| 41| 36 T 3 9l - = = = = 63| 58| 53| 49| 44| 39 35| 21| 17] 13 B
1701 - 1750 66 48 44 3s 5 6 12 8 - = - - &6 82 57 52 48 43 3 34 20 16 12
1751 - 1800 70| 52| 48] 43 8 4] 15] 11 Tl - - - 70| 65] 60| 56| 51] 46| 4 37| 32] 18] 18
1801 - 1850 73 56 51 48 42 7 32 14 10 8l - = 73 89 84 59 55 50 45 41 36 22 18
1851 - 1900 77 a9 55 50 45 41 36 17 13 9] - = i T2 87 63 58 53 49 44 39 35 21
1901 - 1950 80| €3] 58] 53] 49 44] 39] 35] 18] 12 8l - 80| 76| 71| 88| 62 57| 521 48| 43| 38| 34
1951 - 2000 B4] 66| B2| 57| 52| 48| 43| 38] 34] 15] 11 7] 84| 79| 74| 70| B85 0| 56| 51| 48] 432[ 37
2001 - 2050 87 70 65 B0 56 51 45 42 37 32 14 10 &7 83 78 73 B9 4 59 55 50 45 41
2051 - 2100 92 73 69 64 59 55 50 45 41 36 17 13 92 86 81 7 72 &7 63 58 53 43 44
2101 - 2150 98| 77| v2] 67| B3| 58] 53] 49] 44| 39] 35| 16| 98] 90| 85| 80| 78 1] 66] 62| 57| 52] 48
2151 - 2200 104 BO| 78 71 86 62 57 52 48 43 38 34] 104 96 88 84 79 74 70 65 60 56 51
2201 - 2250 i110] 84| 79| 74| 70| 65| ®O| 56] 51| 46| 42| 37| 110l 102] 94| B7| 83| 78| 73| 68| B4| 53| 55
2251 - 2300 118 87 83 78 73 E] 64 58 55 50 45 41] 116] 108] 100 g2 86 81 iZi 72 67 63 58
2301 - 2350 122 92! 86 81 77 72 67 83 58 53 48 44| 122] 114] 10 98 90 85 80 76 71 66 €2
2351 - 2400 128 98 90 85 80 6 Fil 66 62 57 52 48| 128[ 120] 11 104 96 88 84 79 74 70 65
401 - 2450 134| 104 96 88 84 79 74 70 65 60 56 51| 134 126] 11 110] 102 94 87 83 78 73 69
2451 - 2500 140 110] 102 94 87 83 78 73 69 64 59 55] 140( 132] 124 116] 108] 100 a2 88 81 77 42
L2]
JADUAL POTONGAN CUKAI BULANAN
SCHEDULE OF MONTHLY TAX DEDUCTIONS
POTONGAN CUKAI BULANAN
Jumlah MONTHLY TAX DEDUCTIONS
Saraan Kategorl Kategori 2 Kategon 3
Bulanan 1 Category 2 Category 3
Category Di mana Isteri idak bekerja DI mana Isterl bekerja
Total 1 Whereryrfe Is NOT in employment Where wife IS in employment
Monthiy
Remuneration B K | KAT | KA2 | KA3 | KA4 | KAS | KAB | KA7 | KAB | KAS [KA10| K |Ka1 | KAz | Kas | kas KAS | KAB | KAT | KAB | KAS [KA10
RM RM RM | RM | RM | RM | RM [ RM  RM | RM [ RM | RM | RM | RM | RM | &M | RM | RM RM | RM | RM | RM | RM | RM
2501 - 2550 146] 116] 108) 100] 82| B6[ B1| 77| 72| 67| 63| 58] 148 138| 130] 102 114 | 106| o8| 80| & 80| 76
2551 - 2600 152] 122) 114] 106] 98] 50| B85 BO[ 76| 71| 65| 62| 152| 144 136 128| 120] 112| 104 96| 88| 84| 79
2601 - 2650 158] 128 120] 112] 104| D96[ BB| 84| 79| 74| 70| 65| 158] 150| 142] 134 126 118 110| 102] e4| ®7| @3
2651 - 2700 164) 134 126 18| 110] 102] 94| 87| B3| 78| 73| 69| 184| 156| 148] 140 132| 124 116] 108] 100 92| @6
2701 - 2750 170] 140) 132] 124] 116] 108 100| 92| 86| 81| 77| 72| i70] 162 54| 146] 13B| 130] 122[ 114| 106]| 88| 90
2751 - 2800 176] 146] 1381 130[ 122] 114] 106] 98| 90| 85| 8G| 76| 176] 1681 160 152 44| 136| 128| 120] 112[ jo4| 96
2801 - 2850 i82) 152] 144] 136 128] 120 112 104| 96| 88| B4| 79| 182] 1741 166] 158 50| 142| 134] 126 118] 10| 102
2851 - 2900 188] 158 150| 142 34| 126] 118 10| 102 94 87 83] 188 80| 172 164 56| 148| 140 32| 124 116] 108
2901 - 2950 194 4| 156 148 140 32] 124 16| 108] 100] 82| 86] 194 86| 178| 170] 182] 154| 146 38| 130] 122| 114
2850 - 3000 200 0| 162 t54] 146] 138] 130| 122] Ti4] 106| 98| 50| 200| 12| 184] 176| 168] 160] 152 144| 796 128 120
3001 - 3050 208 76| 168] 160 2 44| 136| 128 120 12| 104 s8] 206| 188| 190| 182 74| 166 58 S0 | 142 34| 126
3051 - 100 212 82| 174] 166 8| 150| 142 134 26 18| 110] 1021 212] 204[ 196[ 188 80| 172 64 56| 148 40| 132
3101 - 150 218] 188 180[ 172 4| 156 [ 148 140] 132 24| 116 108 218( 2710 202 94 86| 178 70 62| 154 46| 138 |
3151 - 3200 224| 194 186 178 Of 162] 154] 146] 138] 130 122 194 | 224 216 208| 200| 192| 184] 176| 168| 160] 1501 144
3201 - 250 230 200] 182 4 76| 168 | 160 152| 144] 136] 128 20] 230 222 214 206 8| 190[ 182 74| 166] 158] 150
3251 - 300 236| 206] 198 90 82| 174| 166] 158 50 42| 134 26| 236| 228[ 220 212] 204| 196| 188 80| 172| 164 56
2301 - 350 243| 212| 204 9B 88| 180 172] 164 56| 148| 14C 32 43| 234| 226| 218] 210( 202( 194 86 78| 170] 162
3351 - 3400 252) 218| 210[ 202 94| 186 | 178] 170 52 54| 146 38) 252| 240| 232] 224| 216 208| 200 92 4| 176 168
3401 - 3450 261) 224| 216] 20 200 192] 184 176 68| 180| 152 44| 26 249|238 | 230 222| 214| 206 98 0| 182 174
3451 - 3500 270 230 222] 214 206 18B| 180 182] 174 66| 158 150 27 258| 246 236 228| 220| 212| 204 6| 188 180
3501 - 3550 279] 236 228[ 220[ 21 204| 196| 188] 180 172 64| 56| 27 267 | 255| 243] 234| 226 218| 210] 202 94| 186
3551 - 3600 288 2431 234 226[ 2 210| 202| 194 186] 178 170| 162| 288| 276| 264 | 252| 240 32| 224| 2161 208 200 192
3601 - 3650 297 252 | 240 232 24| 216| 208| 200] 192 84| 176l 1681 297 285| 273 261| 249 : 38| 230] 222 214] 206 198
3651 - 3700 306 261 248] 238] 230 222 214 206] 198 90 1682| 174] 3061 284 282 270| 258 246| 236| 228| 220 212| 204
3701 - 3750 315] 270| 258] 246] 236 228 220 212| 204 196| 188| 180 315] 303 | 291| 279| 267| 255| 243 | 234| 298 218 ] 210
3751 - 3800 324| 2791 267 | 255| 243| 234 | 228 218| 210 202 | 194| 186 324 | 312| 300| 288 | 276 264] 252| 240] 333 224 216
3801 - 3850 333| 288| 276] 264 | 252 240| 232 | 224| 216 208 200| 192| 333| 321| 309 207 | 285| 273| 261] 24871 3 38 | 230| 222
3851 - 3900 342| 297 | 285| 273| 261 249 238| 230| 227 214 | 206| 198| 342 | 330] 318| 306 294 | 282| 270 258 246 236 228
3801 - 3950 351| 306| 294 | 282| 270| 258 | 246| 236| 28| 220| 212 | 204| 351] 338| 327 | 315] 303| 29| 2791 267 255| 243 234
3951 - 4000 360 315] 303 291| 279[ 267 255| 243| 234| 226 218| 210 360| 348| 336| 324| 312| 300] 288] 278 264 | 252 240
| 4001 - 4050 368 3241 312| 300| 288[ 276] 264 252| 240| 232 224| 216| 369| 357 | 345| 333 | 321| 309| 297| 285| 273| 261 249
4051 - 4100 378) 333| 321| 300| 2971 285| 273| 261 248| 238 230| 222 | 378 366| 354| 342| 330| 318] 306 294 | 282} 270 258
4101 - 4150 387] 342| 330] 3181 306| 24| 282| 270| 258 | 246 236| 226| 367 | 375| 363 351] 339] 327] 315] 303| 2071 279| 267
4151 - 4200 396 351] 339] 327[ 315| 303| 2971| 279| 267| 255| 243| 234| 396| 384 | 372] 360 348 | 336 324| 312| 300] 288| 276
4201 - 4250 405] 360| 348 336| 324[ 312[ 300 286| 276| 264 | 252| 240| 405| 363] 381 369| 357| 345| 333| 321 309 297| 285
4251 - 4300 4141 368| 357| 345] 333] 321 309| 207 285| 273 | 261| 249| 414| 402| 390| 378| 366 354| 342| 330] 318| 306| 294
4301 - 4350 423| 378| 366] 354 342] 330| 318| 306| 794 | 282| 270| 258 425| 411 309 387 | 375] 363| 351) 339 327 315| 303
4351 - 4400 432]| 387| 375] 363[ 351[ 339[ 327 315| 303| 291 279 267 | 432| 420| 408| 396| 384 372| 360 348] 336 324| 312
4401 - 4450 441| 396 84| 372| 360 348[ 336 324| 312 300 288| 276| 441| 429] 477] 405| 393| 381| 369 357 345] 3331 321
4451 - 4500 450] 405] 393] 381] 369 357[ 345| 333| 321 300| 297 | 285| 450| 438| 426 414| 402 | 390| 378| 366| 354 342] 330




SCHEDULAR TAX DEDUCTION TABLE

L3 |
JADUAL POTONGAN CUKAI BULANAN
SCHEDULE OF MONTHLY TAX DEDUCTIONS
POTONGAN CUKAI BULANAN
Jumiah MONTHLY TAX DEDQUCTIONS
Saraan Kategori Kategorl 2 Kategorl 3
Bulanan 1 Category 2 Category 3
Category DI mana Isteri tidak bekerja Di mana Isterl bekerja
Total 1 Where wife is NOT in employmen Where wife IS in employment
Monthly SIEpoy
Remuneration B K | KA1 | KA2 | KA3 | KA4 | KAS | KAB | KA7 | KAB | KA9 [KA10] K KA1 | KA2 | KA3 | KA4 | KAS | KA6 | KAT | KAB | kAg [Kado
RM RM RM | RM | RM | RM |RM | RM | RM | RM | RM | RM | RM | RM RM |RM | RM | RM | RM | RM | RM | RM | RM | RM
4501 - 4550 459 414 402 | 390| 378| 366 354 | 342 | 330| 318| 306 284 458 447 | 435] 4231 411 365 387 375 363 3511 338
4551 - 4800 468| 423[ 411] 399] 387 | 375] 363 | 351| 339 327 315| 303 468 | 456| 444] 432| 420 408 396 384 372 360 348
4601 - 4650 480 | 432| 420| 408| 396 384 372| 360 348| 336 | 324 | 312 4B0 | 4B5| 453] 441| 429 417 405| 393 381| 369 357
* 4651 - 4700 491 441] 428 417 ] 405 393 | 381 369| 357 | 345| 333 | 321| 497 476 | 462 | 450 438 426 414| 402 390 378 366
4701 - 4750 503| 450] 438] 426] 414 402[ 390 378| 366 354 | 342 | 330 503! 488 | 472| 459 447 | 435| 423| 411| 399 3a7 375
4751 - 4800 514 459] 447 435| 423 471 399 387 375 363 | 351 339 514 499| 484| 468 | 456 444 | 432 | 420 408 396 | 384
4801 - 4850 526 468 456 | 444 | 432 420 | 408 | 396 384 | 372 | 360 348| 526| 511 485[ 480| 465| 453 441| 429| 417 405 393
4851 - 4500 537| 480| 465| 453] 4471] 429 417 405| 353 | as1| 369| 357| 537 522 507] 481] 476 462 450| 438| 428] 414 402
u 4901 - 4950 49| 481| 476| 462 450 438| 426 414 402| 390] 378| 366| 549 534 518| 503 | 488 | 472| 458 | 447 | 435| 423 411
4951 - 5000 560 503 | 488 | 472 458 447 435] 42 411| 399 387 | 375| 560| 545] 530 514 | 409 | 484| 468| 458 444 | 432| 420
001 - 5050 72| 514 ] 499] 4B4| 468 456 | 444 | 432| 420| 408 396| 384 572| 557 541| 526 511| 495| 480 | 465| 453 | 441 429
051 - 5100 83 26| 511] 495] 480 465 3537 44 429| 417] 405 393| 583| 568 553| 537 | 522| 507| 49 476| 462 | 450 [ 438
101 - 5150 595 37 522 507] 481 476 462 | 450 438 426 414| 402| 595| 580 564 | 549 | 534| 518] 50 488| 472 458 447
151 - 5200 £806 49| 534 518| 503] 48 472 | 459] 447| 435] 423| 411 605| 591 576] 560 545| 530] 51 499 | 484 468] 456
5201 - 5250 618 60| 545( 530( 514 43 484 | 4BB| 456] 444 | 432| 420| 618 603| 587| 572| 557 541 526 111 495[ 480| 465
8251 - 5300 629 72 57 41| 526] 51 485| 480 465( 4537 441| 425| 629| 614 599| 583 568| 553 | 537 221 507] 491| 478
5301 - 5350 641) 583[ 568 53| 5371 522 07 | 491 476 462 450 438| 641 | 626 610| 595| 580| 564 | 549 534 51 503 468 |
5351 - 5400 652| 585 80 64| 548| 534 18| 503 488[ 472| 459 447| 652 37| 622| 06| 591 576| 560| 545| 53 514 499
5401 - 5450 664 606] 591 576| 560[ 545 30| 514| 499] 484 468| 456 | 664 49| B33| 618 B03| 587 572| 557 | 54 526 | 511
5451 - 5500 675| 618 B03| 587 S72[ 557 | 541| 526] 511| 495] 480 465 675| 660 645 29| 614| 598 583 | 568| 553 537 | 522
5501 - 5550 B87| 625) 614 599 583 | 568 553| 5ar| 522| 507| 491 476] 667 672 | 835 41| 626| 610 595| 580| 564 549 534
5551 - 5600 BS8) 641 | 626] 610| 595| 580 564 | 549| 534| 518| 503 4B8| 698 | 6B3| 668| 652| 637 | 622 606| 591| 576| 560| 545
5601 - 5850 710] 652] 637 ] 622| 606| 591 ] 576| 560 545| 530 514 499] 710] 695| 679 664 | 649 633| 618| 603| 567| 572 557
5651 - 5700 721] 664 649 | B33] 618| 603} 587| 572| 557| 541] 526] 511] 721 708 691| 675| 660 | 645| 629 614| 599 | 583 | 568
5701 - 5750 733| 675] B60| B45| 629| 614[ 599| 583| 568| 553] 537 522| 733 718 702 687 | 872 656 641] 626 610] 585 580
5751 - 5800 744§ 687 | 672] 656 B41| 626| B10| 595| 580 564| 549 534 744 | 729] 714 | 698 | 683 | 668] 652| 637 | 622| 606| 591
5801 - 5850 756| 698 BB3| 668| 652 | 637 622| 606| 501 | 576 560 545] 7568| 741 725] 710| 685| 679 664 | 649| 633| 618| 603
5851 - 5800 767 710| B95| 679( 664 | 648 | 633| 618| 603| 587| 572| 557 767 7S2| 737| 721 | 706 B91| 675| 660| 645| 629 614
5901 5850 779] 721] 706] 691 75| 860 B45] 629| 614 599| 583 SﬂJ 779 64| 748| 733] 718] 702| 687 672| 656 B41| 626
5951 - 6000 780} 733 | 718| 702[ 687 | 672| 656| 641 628| 610| 595| 580 790 775| 780| 744] 729 714| 698| 683 | 668 652| 6a7
6001 - 6050 802 744 729[ 7i4 98 | 683 | 668 652 B37| 622 | 606| 591| 802 787| 771| 756 741| 725| 710| 695] 679 B64| 649
6051 - 6100 813| 756 741] 725| 710| 695| 679| 664| 649| 633| Bi8 603 | 813 798| 783| 767 | 752| 737| 721| 706] &8 675| 660
6101 -  B150 B25| 767 752| 737| 721[ 706| 691 675| 680| B45 629 | 614 25| B10[ 794 779] 764 748| 733| 718| 702| 687 | 672
6151 - 6200 836| 779] 764 74B| 733 718| 702| BB7| 672| 636 641| 626| 836 | 821] BO6| 790 775| 760| 744 729 714| 698| 683
6201 - 6250 B4B| 790] 775] 760| 744 729 714| 693| 683 | 568 652 | 637 | B48 | 833 7| 802 787 | 771| 756 741] 7251 710 695 |
6251 - 8300 B62] B02| 787| 771] 756| 741] 725| 710 6385| 679 664 | 649 | 862 844 29| 813| 798| 783 | 767 752 737 | 721 706
6301 - @350 B76] B13] 798| 783 767 | 752| 737| 721| 706| 691] 675| 660 876 | 857 | 840| 825| 810[ 794 779| 764| 748( 733| 718
6351 - 6400 890| B25| 810| 794| 779 764[ 748| 733| 718| 702 687 | 672] 890 871] 853 | 836 821| BO6| 790| 775| 760 744 | 729
6401 - B450 S04 | B36[ 821| BO6| 790 775| 780| 744 729 714| B9B| 683 | 904 | BBS| B67| B4B| 833 | B17| B0Z| 787 771| 756 741
'm 6451 - B500 918] 848 833| 817[ 802[ 787 | 771 756| 741| 725] 710| 695 918| 899] 881 862 844] 829| B13[ 798| 783 767 | 752
(2]
JADUAL POTONGAN CUKAI BULANAN
SCHEDULE OF MONTHLY TAX DEDUCTIONS
POTONGAN CUKAI BULANAN
Jumiah MONTHLY TAX DEDUCTIONS
Saraan Kategorl Kategorl 2 Kategor 3
Bulanan 1 Category 2 Category 3
Category DI mana Isterl tidak bekerja DI mana Isteri bekerja
i Total 1 A Where wife is NOT in employment Whers wife IS in employment
Monthly
Remuneration B K | KA1 | KA2 [ KA3 | KA4 | KAS | Kas | KAT7 | KAB | Kas [Kafo| KA1 | KA2 | KA3 | KA4 | KAS | KAG | KAT | kag | Kas |kato
RM RM RM | RM | RM | RM [RM | RM | RM [ RM | RM | RM | RM | RM | RM | RM RM | RM | RM | RM | RM | RM | RM | RM
B501 - 6550 932]| 862 B44| 829| B13| 798| 783| /67| 752| 737| 721] 706] 932| 13| 895 876 | 857 B40| 825| 810, 794 | 779| 764
6551 - B600 946| 876 857 | B40| 825| B10| 754 779| 764 | 748| 733| 718| 948| 927 909 | B90| 871| B53| 836| 821 B0G| 790| 775
6601 - B850 S60| BS0| B71| BS3| B36| 821] BO6| 790 775 760| 744| 729| 960 941 923| 904 885| B67 | B48| B33[ 8i7| BO2| 767
6651 - B/00 974| 904| BB5| BB7| B48] B33 | 817 | B0Z| 787 771| 756| 741 | 974 955 937 | 918 899 ] 881| 862| 844 829 Bi3| 798
6701 - 6750 588| 918| 895 BB1| 862 B44| B29] B13| 798| 783| 767| 752| 988 969 951] 932] 913 B895| 876 857 B40| 825| 810
6751 - 6800 10024 932| 913] 895 B76] 857 B4D| 825| Bi0| 794| 779 7864|1002 983 965| 946| 927 | 909 B90| 871| 853 836| 621
6801 - 6850 1016 | 948| 927 909 890 871] 853 635| B21| B0O6| 790 775|1016] 997 | 978 960 | 941| 923| 904 | BB5| 867 | 848| 833
6851 - 6900 1030 960 941| 923| 904 885| 867 | 848 8a3| B17| B0Z| 787 |10301011 893 | 974| 955| 937 | 918| 899 | 881] B62| 544
6301 - 6950 1044 974| 955| 937 [ 918 B93| 881 B62| 844 B829| 813 | 7098|1044 1025 1007 | 88| 868 | 951] 932 913| 895 B76| 857
6351 - 7000 1058| 988| 963 [ 951 932] 913 895] &76| 857 | 840 25| 8101058 [ 1039|1021 |1062| 983 | 965| 946| 927 | 908 | 890 | &7
7001 - 7050 107211002 | 983 | 965| 946 927 908 830 871 853 36| 8211072 |1053 (1035|1016 | 697 979 960| G941 | 923 | 04| &6
7051 - 7100 1c86 [1016[ 997 | 97 960 | 9411 923 004 BAS| BA7 48| 8331086 | 1067 [1049]1030[ 1011 893 974 | 955| 937 518| 89
7101 - 7150 1100]11030| 1011 | 99 974 | 955 937 918 BSE[ BEi| 862 44 11100 | 1081 | 1063 | 1044 [ 1025 [ 1007 | 988 | 969 951| 832 913}
7151 - 7200 1114|1044 [ 1025100 988 | 969 951 932 913| 895| 876 56 [1114 [ 1095|1077 [1058 [ 1039 [ 1021|1002 983 965 | g4s 927
7200 - 7250 1128|1058 | 1038 [ 1021 [1002 [ 983] 985 46 | 927 | g09] 880 67 (1128|1109 | 1081 [1072 | £053 (1035|1016 997 [ 978 | ©A0| 941
7251 - 7300 114210721053 [1035 1016 | 897 | 979 60| 941] 923| 904 8791142 [ 11231105 1086|1067 | 1049 | 1030 [ 1011 | 993 | G974 | 955
7301 - 7350 1156 | 1085 | 1067 [ 104910301011 | 593 74| 955| 937] 918[ 89011561137 1119|1100 | 1081 | 1063 | 1044 | 1025 1007 | 988 989
7351 - 7400 70[1100]1081 | 1063 [ 1044 [10251007 | 588 | 860 951 | S32| 502|1170 51]1133[1114 1085 [1077 1058 | 1039 [1021 [ 1002 | 983
7401 - 7450 8411114 1095|1077 [1058 [ 1038 | 1021 (1002 | 983 | 965| ©48| 91311184 65 | 1147 | 11281 1109|1091 [ 1072 [ 10531035 [ 1015 | 987
7451 - 7500 9811281109 | 1091 [1072[ 1053 [1035[ 1016 997! §78| S60| 925 98 79111611142 23 05| 1086 | 1067 [ 1049] 1030 1011
7501 - 7550 2121 1142[1123 [ 1105 [ 1086 [ 1067 [ 1049 | 1030 [ 1011 | 993| 974| 93612121193 |117511156 7 19]1100] 10811083 ] 1044 [ 1025
7551 - 7800 22611158 [ 1137 9111001081 [1063[1044 | 1025 | 1007 | 588 048 | 1226 | 1207 | 1189|1170 | 1151 3311114 | 10951077 [ 1058 | 1039
7601 - 7650 124041170 11151 31114 | 10951077 [ 1058 | 1039 [ 1021 | 1002| 956 | 1240 | 1221|1203 | 1184 | 1165 [ 1147 112811091081 | 1072 | 1053
7651 - 7700 1254 84 85 4711128 [ 1109|1091 [ 1072 [1053 [ 1035 [1016| 9871|1254 | 12356 (1217 1198 | 1179 | 1161 [ 1142|1123 1105|1086 | 1067
7701 - 7750 1268 | 1198|1179 [ 1161 | 1142 [1123 [ 1105 | 1086 [1067 | 1048 | 1030 | 9582|1268 12491231 1212 [ 1193 [1175[1156 [1137 [111€ [ 1100 1081
7751 - 7800 1282112121193 (1175|1156 [1137 [1119 1100 [1081 | 1063 | 1044 | 994 | 1262 | 1263 1245 (1226 [ 1207 | 1189 [1170 [ 11541933 | 1114 | 1095
7BO1 - 7850 1296 | 1226 [ 1207 [ 1189 1170 [ 1951 [1133 (1714 1095 | 1077 | 1058 1005 {1296 | 1277 [ 1259 [ 1240 | 1221 [ 1203|1184 1165|1147 | 1128|1108
7851 - 7900 1310|1240 | 1221 | 1203 [ 1184 [ 1165 | 1147 | 1128|1109 | 1091 | 1072|1017 | 1310 1291 [1273 | 1254 [ 1235 [ 1217 {1188 [ 11791161 [ 1142|1123
7901 - 7850 1324|1254 [1235[1217 [ 11981179 [ 1161 | 1142 | 1123 | 1105 | 1086 1028 11324 | 1305 [ 1287 | 1268 | 1249 | 1237 [ 1212 | 1183 (1175 1156 | 1137
7951 - BOOO 1338 | 1268 | 124911231 12121193 [ 1175 56| 1137 [1119[1100[ 1040 [ 1338 [ 1319|1301 [1282 | 1263 | 1245 | 1226 | 1207 | 1189 7011151
8001 - B80S0 3521282 | 1263 | 1245 1226 | 1207 | 1989 [ 1170 | 1151 | 1133 | 1114 | 1051 | 1352 | 1333 151296 [ 1277 [ 1259 | 1240 1221 (12031184 | 1165
8051 - 8100 366 | 1296 | 1277 [ 1259 [ 1240 | 1221 | 1203 84 | 1165 47 28 1063 | 1366 | 1347 2911310 1261 [ 1273 | 1254 [ 1235 {1217 [ 1198 | 1179
101 - B150 80| 1310 [ 1291 [ 1273 [ 1254 [ 12351217 | 1198 | 1179 61 4211074 [ 1380 1361 43 | 1324 | 1305 | 1267 | 1268 [ 1249 [ 1231 [ 1212 | 1193
151 - 8200 94 | 1324 [ 1305 | 1287 [ 1268 [ 1248 [ 1231 | 12412 | 1153 75]1156) 1086 | 13841375 57 | 1338 1319 | 1301 [ 12827 1263 | 1245 | 1226 | 1207
201 - 8250 08]13381319 011282 | 1263 | 1245|1226 | 1207 89|1170]1097 | 1408 | 1389 [ 1371 [1352 | 1333 [ 1315 [ 1296 [ 1277 | 1256 | 1240 | 1221
8251 - 8300 422113521333 15| 1296 | 1277 [ 1258 [ 1240 [ 1221 1203 | 1184 | 1109 [ 1422 [ 1403 | 1385 | 1366 | 1347 | 1329 10| 1291|1273 | 1254 | 1235
8301 - B350 1436 | 1365 [ 1347 29| 1310[129 273 | 1254 [ 1235 [1217 [ 1198 [ 1120 [1436 | 1417 | 1399 | 1380 | 1361 | 1343 24 | 1305 | 1287 [ 1268 | 1248
8351 - 8400 1450 | 1380 [ 1361 [ 1343 | 1324 [ 1305 [ 1267 | 1268 | 1249 | 1231 | 1212 1132 (1450 | 1431 [ 1413|1384 [ 1375 [ 1357 3B | 1319|1301 [1282]1263
8401 -  B450 1464 [ 1394 [ 1375 | 1357 | 13368 [ 1310 [ 1301 | 1262 | 1263 | 1245 1226 | 1143 [ 1464 | 1445 [ 1427 [ 1408 [ 1389 [ 13711352 [ 1333 [1315 | 1298 | 1277
8451 - 8500 14761408 1389 | 1371|1352 [1333 [1315 1296 | 1277 | 1258 | 1240|1155 | 1478 1459 [ 1441 14221403 [ 1385 | 1366 | 1347 | 1329 1310 1291

Cont on page .... /33
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AOTCA

INTERNATIONAL NEWS

DELEGATES MEET IN

TOKYO

The AOCTA General Meeting of
Members in progress.

The AsiaOceania Tax Consultants’
Association (AOTCA) held its 2nd |
Meeting of the General Council on 9 ‘
November 1994 followed by the 1st
General Meeting of Members on 10
November1994.

President of the Institute, Fn Ahmad
MustaphaGhazaliwhoisalsooneofthe
Vice Presidents of AOTCA attended
both Meetings. The Meetings were

TeruakiKataoka which wereattended
byatotalof 102delegates from the Asia
Oceania region. Also present at the
Meetingswerethefollowing Vice-Presi-
dents of AOTCA ortheir nominees*:

Mr. Rehan Hasan Naqvi
All Pakistan Tax Bar Association

Mr. Terry Rooney*
Australian Society of Certified J
Practising Accountants ]

MsWinnie Chi Woon Cheung*
Hong KongSociety of Accountants

Mr. Ian Langford-Brown*
Instituteof Chartered Accountantsin
Australia

Mr. Bang, Hyo-Sun
Korean Association of Certified Public
Tax Accountants

En Ahmad Mustapha Ghazali
Malaysian Institute of Taxation

Mr. Huang Yun-Huan
Tax-Accountancy Association of
Republicof China

Mr. German F. Martinez, Jr.
TaxManagement Association of the
Philippines

En. Ahmad Mustapha Ghazali and his wife
Puan Narimah Mohd. Perai (left) with

Mr Ken-ichi Nakamura, Director of
Hokuriku CPTA Association, Japan (centre).

Mr. David Russell, QC
TaxationInstitute of Australia

DuringboththeCounciland GeneralMeet-
ings,adeliberationand approvalofamend-
ments to the AOTCA statutes was held.
The Meetings also saw the admission of
the Taxation Institute of Hong Kong and
JapanTaxResearchInstituteinto AOTCA.

AttheMeeting ofthe General Council, the
Councildiscussed the proposalbyan Aus-
tralian delegate to holdan AOTCA semi-
nar in Vietnam in 1996. En Ahmad
Mustaphahoweverexpressed hisconcern
thatthisvenuemaynotbeappropriatedue
todifficulty inattracting participants. He
then offered Malaysia asa possible host.
Thisofferisbeing takeninto consideration
by the Council.

ThenextGeneral Meeting of theMembers
isscheduled tobe held in 1996 in Tokyo.
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IBFD

REPRESENTATIVES

VISIT IN

On 18 November 1994, the Chief Executive of International
Bureau of Fiscal Documentation (IBFD), Professor Hubert
Hamaekersand the Directorof IBFD &s International Tax Acad-
emy, DrWilliam Kuiper visited the Institute. MrMichael Loh,Mr
ChowKeeKan, MrQuah PohKeatand MrChuahSoon Guanwere
on hand toreceivethem. )

IBFDwasfoundedin1938asanindependent, non-profitresearch
foundation. Its objectiveis to research, develop, process and
disseminateinformationinthefield ofinternational and compara-
tivetaxationand foreign investmentlegislation. IBFDismanaged
byaChief Executivewhoissupervised by a Board of Trusteesand

STITUTE

| assisted by an Advisory Council comprising of leading taxexperts
fromaround theworld. Theresultsof IBFD Asresearch programmes
arepublished ina widerange of printed and electronic publica-
tions. IBFDboasts of being the only organisation in the world with

| thelargest collection of international tax materials. The Interna-

. tional Tax Academyisadivisionof IBFD specialisingineducation
and training ininternationaland Comparative Law.

Professor Hamaekersexplained thatthe purposeof their visit was

| o discuss ona possible cooperation between the Instituteand

IBFD suchas organising jointseminarsand mutual exchange of
informationon taxation matters.

Hamaekers (left) a souvenir
whilst Dr William Kuiper
(centre) looks on.

Deputy President, Mr Michael |
Loh (right) presenting Professor |

| Discussing on areas of co-operation.
| (left to right) Professor Hubert
Hamaekers, Mr Chuah Soon Guan,

© Mr Quah Poh Keat, Mr Michael Loh
- and Mr Chow Kee Kan
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Dialogue
With Colleges On MIT
Examination

On 2 September 1994, a number of private
colleges wereinvited toaspecial dialoguesession
held to discuss on the forthcoming MIT
Examinations. About thirteen private colleges
fromaround theKlang Valley cameforthedialogue.
Thedialoguewas chaired by both the Chairman of
the Examinations Committee, MrMichael Lohand
the Chairman of the Education and Training
Committee, MrLeeLeeKim. Committeemembers
of bothCommittees werealso on hand toanswer
queries fromrepresentativeof the privatecolleges.

During thedialogue, questionswerereceived on
thesyllabus, the durationof the courseand alsoon
the recognition of the examinations by the = =
Government. On the recognition of the Chairman of Examination Committee, Mr Michael Loh (fifth from left)
exarninations, Mrl\/hchael Loh explame d thatthe briefing representatives from the private colleges

Institutehopes that the privatesectorwill take the
lead in hiring MIT graduates and in time the
Government will recognise the quality of our
graduatesand hencerecognisingtheexaminations.

The following colleges wererepresented at the
dialogue:

AkademiBintang,

Emile WoolfCollege,

FTMSTutors,

KolejAman,

KolejDamansara Utama,

MahkotaCollege,

Metropolitan College,

PAACManagement,

SALCollege,

10. SunwayCollege,

11. Systematic Business Training Centre (P.]),
12. SystematicCollege,

13. Tunku AbdulRahman College.

.
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A cross-section of representatives from the private colleges
who attended the dialogue




INSTITUTE NEWS
Institute Pays

Courtesy Call On
Deputy Finance Minister W

On 12 September 1994, the
President and Vice President of the Institute, Encik Ahmad
Mustapha Ghazaliand Encik Hamzah HM Saman respectively
paidacourtesyvisitto Y BSenator Dato’ Mustapa Mohamed.

During the visit, Encik Ahmad Mustaphabriefed Y BSenator
Dato"Mustapaontheestablishmentand the currentdevelopment
of the Institute including the forthcoming examinations. En
Ahmad Mustaphaalsoinformed the Deputy Finance Ministeron
theInstitute’smembershipinthe Asia-Oceania TaxConsultants’
Associationand theannual Budget Hotlineservice held jointly
with MIA as part of the Institute’s service to the public.

YB Senator Dato’ Mustapa Mohamed flanked by MIT President,
En. Ahmad Mustapha Ghazali (left) and MIT Vice President,
En Hamzah HM Saman

COURTESY VISIT
To Director General Of
Education Ministry

On 55eptember 1994, a delegation from the Institute comprising Deputy President, Mr
Michael Loh, Vice President, En Hamzah HM Saman and Council Member, Mr Lee Lee Kim paid a courtesy callon Y Bhg Tan Sri
Dato’Wan Mohd Zahid bin Mohd Noordin, the Director-General of the Ministry of Education..

During thevisit, MrMichael Lohbriefed the Director-General on the establishmentof the Institute, itsobjectivesand its pastand present
activities. He theninformed that owing to a present shortage of qualified tax practitioners, the Institute has developed the MIT
Examinations. The Director-General wasalsoinformed that the Institute will actasan examination board with courses leadingto the
examinationbeing conducted by privatecolleges. In this connection, the delegation enquired on therequirement and time frame for
permits tobeissued. The Director-General replied that the Ministry s concerned about colleges whichissue certificates on completion
ofcourses. HoweverasMIT willbeissuing certificates, the quality of theexamination willbemaintained by the said board. The Colleges

willbeabletoobtain the permitif they are able toshow that they have the necessary facilities for studentssuch as classroomamenities
and therequired and qualified staff.

Amongothermattersdiscussed wastheintention of MIT forming a category toadmit Tax Technicians for those who choose not to further
theirstudies after completing Level Il of the MIT examinations.

29
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REAL PROPERTY GAINS TAX

STUDENTS’ SECTION

BACKGROUND

Real property gainstaxwasintroduced in
1976 as a tax on gains resulting from
transactionsinland. One of the objectives
wastocurbspeculativeactivities.

Every person whether residentornotresi-
dentischargeableinrespectofgainsmade
on the disposal of a chargeable asset. A
‘person’ includesa company, a partner-
ship,abody of personsand a corporation
sole.

A chargeableasset (otherwisereferred to
asanasset)isreal property whichin turnis
defined as ‘anyland situated in Malaysia
and any interestoption or right oversuch
land’

The rates of tax vary with the period of
ownership. Seeinset.

RATES OF TAX

For a disposal within th follbwing period

. afteracquisition:
ST B e o= |
First and second years 20 |
Third year 15
Fourth year 10
Fifthe year 5
- Thereafter
Companies 5
Others . 5

A common way to avoid the tax was to
placetheland interestinsideacompany.In
that way theshares in the company could
besold instead of theland interestand no
taxwould be payable. Of course the com-
panyitselfcould becomeliable to taxif the

laxation On Disposal

of Shares In
Real Property

Prepared by:
RICHARD THORNTON

Companies

Visiting Associate Professor, Universiti Kebangsaan Malaysia

company, underit'snew ownership, dis-
posed oftheland. Usually, the objective
wastoensurethatthecompany would hold
theland forlongenoughtoreducetherate
of tax to only 5%.

Toovercomethis form of avoidance the
sharetransfer taxwasintroduced in 1984.
It'spurpose wastoensurethattaxwould be
paidonadisposal of sharesina company
owningland.

Thenew tax proved tobe unsatisfactory
anditwasreplaced in 1988byanextension
of thereal property gains tax. From 21st
October1988,anacquisition ordisposal of
sharesinareal property company (referred
toasaRPC)isdeemed tobeanacquisition
ordisposal of a chargeableasset. Such a
disposal cangiverisetoachargeable gain
on whichreal property gains tax will be
payable.

| EXAMPLE 1
21st October 1988:

Assets:

Real Property at market value
Tangible assets at market value
Non tangible assets

Liabilities

Net Assets

ABG Sdn. Bhd. a controlled company, had the following net assets position on

ABC Sdn Bhd, is a RPC as from 21st October 1988. The value of real property and
| shares in RPC's (RM1,200.000) is not less than 75% of the value of real property plus
| the value of tangible assets (RM1,600,000). :

WHAT IS A REAL PROPERTY
‘ COMPANY

ARPCisa controlled company (see be-
‘ low) whichsatisfiesthe prescribed testas
toownership ofland. It makesno differ-
ence whether the company holds theland
as an investment or as trading stock. A
‘ company whichisnota controlled com-
pany cannotbecomeaRPC.

The prescribed test is based on the
company’sownershipofreal propertyand
ofsharesinotherRPCsasa proportion of
it's total tangible assets. A companyisa
RPCifthis proportionisnotlessthan 75%.

A controlled company becomesa RPC by
satisfying thisteston21stOctober 1988 or
‘ atalaterdatebyacquiringreal property or
- sharesorboth. It will cease to bea RPCif
itdisposesofreal property orsharessothat
the proportion falls below 75%.

RM
1,200,000

400,000
1,600,000

3,200,000
800,000

2,400,000




Liquidation ofa RPC will extinguish the
asset, i.etheshares, withoutany disposal
taking place.

Inmaking the test the valuesto beused at
eachrelevantdateare:

- forrealproperty and sharesin RPCs-
the‘defined value’- consisting of the
market valueofreal propertyand the
calculated acquisition price of shares

- fortotaltangibleassets- the defined
valueplusthe value of other tangible
assets

“Tangible assets’ is not defined but the
Inland Revenue seem to accept that it
includesitemssuchasbook debts,

The acquisition price of sharesentering
into the ‘defined value' is calculated by
using anartificial formula:

A x C

B

thenumber of shares in the com-
pany which are deemed to be a
chargeableasset

the total number of shares issued
by the company at the date of
acquisitionof A

thevalueofreal property orshares
or both (determined as above)
owned by the company atthedate
ofacquisition of A

WHATIS ACONTROLLED
COMPANY?

A controlled company is onehavingnot
more than 50 members which is con-
trolled, in the way described below, by
notmorethan5persons. Any two or more
persons satisfying the requirements are
takento have control of the company.

For this purpose, the following rights and
powers aretobeattributed toa person:

- ofanomineeforhim

- of any associate of his or any two
or more of them, associates being (i)
husband, wife, parent or remoter
forebear, child or remoter issue,
brother, sister and partner and the
trustees of any settlement madeby

STUDENTS’ SECTION

him orby such a relative, or (ii) co
beneficiaries of any trust or estate
whichisinterested inany shares ofa
company

- ofanycompanyof which heorheand
hisassociates have control or of any

twoormoresuchcompanies

Control means:

- - the exercise of or ability to exercise

or entitlement to acquire control
(whether direct or indirect) over the
company’saffairs

- possession of or entitlement to
acquire (i) the greater part of the
share capital or voting powerof the
company; (i) the greater part of the
issued share capital of the company;
(iii) such part of that capital as
would,ifthewhole of the income of
the company werein factdistributed
to the members, entitle him to
receivethegreater partoftheamount
sodistributed, or (iv) such redeem-
able sharecapitalas would entitlehim
to receive on it's redemption the
greater partofthe assets which,inthe
event of a winding up, would be
available for distribution among
members

ANy
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- entiflement, in the eventofa winding
up, to the greater part of the assets
availablefordistributionamong mem-
bers

For winding up purposesaloan creditor
of the company (other than for ordinary
bankingloans) canberegarded asamem-
ber.

ACQUISITION OF SHARES IN A
REAL PROPERTY COMPANY

Shares are deemed to beacquired on the
datewhenthecompanybecomesaRPC, if
held then, or on theactual date of acquisi-
tioniflater.

An exception is where the company
subsequently acquires further real prop-
erty or shares in RPCs or both which
increasethe ‘defined value’ of all of it's
real propertyand sharesinRPCs by atleast
50%. Inthatcasetheacquisitiondateof the
sharesin the company is advanced tothe
dateofacquisition of thatreal property or
sharesin RPCs.

The actual cost of acquisitionisignored
and theacquisition price isdeemed tobe
theamountarrived atby usingtheformula
given above under WHAT IS A REAL
PROPERTYCOMPANY.

EXAMPLE 2

On 1stMay 1989, ABC Sdn Bhd., acquired 30,000 shares in the capltal of X¥YZ Sdn Bhd.
atacostof RM1,500,000. XYZ Sdn Bhd was’thenaHPC ForABC Sdn Bhd. ’theposntton :

aﬂerthe acqulsmon was:

Real proﬁedy at market value
- Tangible assets at market value

Share in XYZ Sdn Bhd.

... AM
1,800,000

300,000

2,100,000

atacquisition value calculated

under the Act, RM40 per share

1,200, 000

ssooooj:

| On 31st December 1989, ABC Sdn. Bhd., ,soldit’s real propefty for HM2 ,000,000 and :

usedthe proceeds to buy atangible assetwhichwas not real property. The marketvalue
of other assets was unchanged but the calculated value of sharem nXYZ Sdn. Bhd was

then RM50 per share.

ABC Sdn Bhd., continued to be a real property company at 1st May 1989 but, as the
acquisition caused the defined value of real property. and shares in other RPC’s
{RM3,000.000) toincreased by more than 50%, holders of sharesin ABCSdthd have ;
a new acquisition date for their shares, that is 1st May 1989. :

The sale on31st December 1889 caused the combined value of real prepeny andshares
in other RPC's (RM1,500,000 i.e. 30,000 x RM50) 1o fall to less than 75% of the total of
thatvalue and the total value inciuding tangible assets (RM3,800,0001.6. RM1,500, 000
+ RM300,000 + RM2,000,000). ABC Sdn Bhd. ceased to be a RPC. from that date.

" 31



32

A
NN

Malayslan Institute Of Taxation

Shares which have been acquired in
exchange for the transfer of real prop-
erty to a controlled company, with the
benefit of theno gain/noloss basis, will
be a chargeable asset already and are
ignored for this purpose.

The meaning of shares includes loan
stockand debentures,amember’s interest |
in acompany notlimited bysharesandany
option or otherrightinoverorrelatingto
sharesasdefined.

DISPOSAL OF SHARES

The meaning ofa disposalis comprehen-
sively defined soastocatchevery possible
meansoftransferringownership. Dispose
means ‘to sell, convey, transfer, assign,
settleoralienate whether by agreementor
by force of law’. Furthermore, ‘every
method, schemeorarrangementby which
the ownership of an asset is transferred
fromone person toanothershall constitute
anacquisitionoftheassetby thetransferee
andadisposaloftheassetby thetransferor’.

EXAMPLE 3 ‘
5 i i3 |
ABC Sdn Bhd., had an issued capital of
200,000 shares on 21st October 1988, 0f |
which Encik Ismail held 40,000. A bonus
issueof 3 for 1 was given on 30th Septem-
- ber 1989. Encik Ismail soid his shares as
- follows: : :

1. 1stApril1989
10,000 for RM150,000

2. 1stAugust 1989
- 12,000 for RM210,000

3. 1stApril1993 :
72,000for RM750,000 |

~ EncikIsmailhas achargeable disposaion |
each occasion and his acquisition dates
are:

1. 21stOctober 1988
2. 1stMay 1989
3. 1stMay 1989

-

Shares in a RPC acquired at a time
when the company was a RPC con- .
tinue to be chargeable assets even after
the company has ceased to be a RPC
and any subsequent disposal of the
shares is the disposal of a chargeable
asset. .

The time of disposal will be the date of
theagreement forsaleor, wherenoagree-
mentismade, on theearlier of two dates;
the date of the last act necessary forlegal

STUDENTS’ SECTION

transfer of ownership and the date on
which the whole of the sale consider-
ation has been received by the disposer.

The whole of the gainis taken toaccrueat
the date of disposal even if a part of the
consideration is payable by instalments.

Where disposal takes place undera con-
ditional agreement, the disposal is nor-
mally regarded as taking place on the
date when the agreement is made. The
exception is where the amount of the
consideration depends wholly or partly
on the value of the shares at the time
when the condition is satisfied. In that
casethe date of disposalis the date when
the condition is satisfied.

The disposal priceis the amount or
valueofthesale consideration inmoney
or money’s worth. However, in the fol-
lowing situations disposal of the shares
isdeemed to take placeat market value:

- disposalsby way of giftor otherwise
thanbyabargainmadeatarmslength

- disposals (i) fora consideration that
cannot be valued; (ii)in connection
with loss of employment or dimi-
nution of emoluments of the dis-
poser or another person, or (iii) in
consideration for or recognition of
the disposer’s or another’s services
in any office or employment or of
any other service rendered or to be
rendered by him or another

- transfers of assets to a trustee for
creditors of any personin full or part
satisfaction of any debt due from
that person or by a trustee to credi-
torsin full or part satisfaction of any
debtdisposalsina transaction for the
transfer of a business for a lump sum
consideration

Any corresponding acquisition is
deemed to take place atthe same price.

A transaction made between con-
nected persons is not regarded asa
bargain made at arms length and the
market value of the asset transferred
will be deemed to be the disposal price.

The following are regarded as con-
nected persons:

- a husband with his wives and vice
versa

a person with his relative and the
husband or wives of his relative and
witharelativeofhisorherhusband or
wives (relative means child, brother,
sister, uncle, aunt, nephew, niece,
cousin, ancestor or lineal descendant)

- a trustee with the settlor of a trust

or a person connected with the
settlor

- a person with his partner and the
husbands and wivesand relatives of
hispartner

- acompany withanother company if
one person controls both or if the
personcontrolsoneand heorpersons
connected with him orboth control
the other orif both arecontrolled by
twoormore identical groups or by
groupswhich could be regarded as
identical by substituting forany per-
son, a person with whom heis con-
nected

- acompanywithapersoncontrollingit
eitheraloneorwith persons connected
withhim

- inrelationtothecompany concerned,
any two or more persons acting to-
gethertosecure or exercisecontrol of
the company and with any person
actingon thedirectionsofany ofthem
tocontrol thecompany

CHARGEABLE GAINS

On disposal the chargeable gain is
calculated in the normal way except that:

- theacquisition price isthe price calcu-
lated under the formula stated above

- no furtheradjustmentcanbemadeto
eithertheacquisition price or the dis-
posal price forincidental orenhance-
ment costs etc or for extraneous
receipts inrespect of theshares

- alossisnotanallowableloss

Taxonthe chargeable gainis calculated
inthenormal way having regard to the
period of ownership and to any
exemptions or reliefs which may apply
to the disposer.

The provisions of the Act in relation to
RPCsarenot very detailed and can give
rise to some uncertainty as to how to
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EXAMPLE 4

Encik Ismail had 40,000 shares in ABC Sdn Bhd. in
21st October 1988 for:

7{.0,000_ x RM1,200,000 = RM240,000 of RM6 per share

200,000

His chargeable gain on the st April 1989 disposal is: -

Sale proceeds
less: Acquisition price 10,000 x RM6

Subject to any exemptions or relief tax will be charged at20%, thatis the rate appropriate for less

than 2 years of ownership.

Fro 1st May 1988, he is deemed to have acquired the balance of his shares at the date for a

consideration of:

30,000
200,000

x RM3.000,000 = RM450,000 or RM15 per share

itially deemed to be acquired on ‘

60,000

{
|
150,000 \

90,000

His chargeable gain on the 1st August 1989 disposal is;

Sale proceeds

less: Acquisition price 12,000 x RM15

210,000 !
180,000 |

30,000 !

Subject to any exemptions or relief tax will be again be charged at 20%. '

His chargeable gain on the 1st April 1993 disposal is:

Sale proceeds

less: Acquisition price 72,000 x RM15
4

Subject to any exemptions or relief tax will be charged at 10% (within 4 years of acquisition).

750,000
270,00

580,000

(CA)
i
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—

computethegainwhenshareholdingsare
complicated by rights issues, takeovers
andamalgamationsetc.

Although someguidancemaybeobtained
from the tax systems of other countries
whichusea full capital gainstax, including
gains from the realisation of shares, this
would notbebinding onMalaysian courts.
Sofarnocaseshavebeenreported dealing
withtheseissues. \

Cont from page ..../ 25

NOTES

" 1.

Thetotalmonthly remunerationinrespect
of which monthly deductions are to be
madeunderthisScheduleare remunera-
tion ofevery description paid during the
month to the employee, including
director’s fees, less anymoney paid tothe
employeeby way of refund for bona fide
out-of-pocketexpensesincurred inrespect
oftravelling or subsistencein the perfor-
mance of the duties of the employment
andlesstheemployee’scompulsory contri-
butions to Employees Provident Fund or
toanyapproved pension fund, subjecttoa
maximum of RM416 per month of
RM5,000 per year.

Wherea bonus, gratuity, commission or
othersimilarpaymentis madetoanem-
ployee, additional to normal monthly

€]

remuneration, theamountofadditional
tax tobe deducted in the month in which
thatbonus, gratuity, commissionorother
similar payment (the “additional pay-
ment”) is made shall be calculated as
follows:-

12xdeductiononnotional monthly remu-
neration

less

12xdeductiononnormal monthly remu-
neration.

Thenotionalmonthlyremunerationshall
becalculated as the normal monthly re-
muneration plus one-twelfth of theaddi-
tional payment.

“Child”, inrelationtoanemployee, means

asunmarried dependentlegitimate child
orstepchild oradopted child ofhis,under
theage18years. Ifabove 18yearsold, the
child mustbe:

(@) receivingfull-timeinstructionatany
university, college, school or other
similareducational establishment;

or

(b) servingunderarticlesorindentures
with a view to qualify in a trade or
profession.

4. Whereanemployeeisadivorcee,awid-
ow, orawidower,and pays forthemain-
tenanceofthechildren, Category 3ofthe
schedularmonthly tax deductionapplies.
Where that employee has no children,
Category 1applies.
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: Dﬁti yang'di'kené:kan ke atas penayang filem. :_ :: _ duti sewa filem

- Keadaan di mana sesuatu taksiran tidak boleh dipinda kerana hak - 'akiur dan muktamad_";: .
rayuan telah tamat. ;

' Tempat dir mana operasi blasanya d;jaiankan berkanan dengan person : fapakjet‘ap :
| yang tldakbermastautm - : .

kadartetap

i elaun;hutén

. Per%ankaﬂ elaun hutan apabl a herla ' pelupusars

Saiah nya!a maktumai kewangan yang cﬁsenga;akan mrsainya -

_ mampulasr akaun, pemalsuan maklumat, pemindaanrekod
-atau dﬁkumen

| Zon yang dlbebaskan danpada cukaitidak langsung. : zon bebas
 Benefisiari yang menerima pendapatan amanah diluarnegeridan: . sumﬁertambahaﬂ‘ e
Lo bawa masuk ke Malaysia, Amaunnya dikira berdasarkan formula ' e
- fe'r'tert‘[u =

L

Lehthaﬁ harga lupus daripada harga : - : laba
perolehan bagi maksud Cukal Keunfungan Harta Tanah '

: 2.;3' Leblhan yang d{paroéehl danpada sesuaiu sumber pendapatan

| K&d‘ar perat_qsan yaag menalk yang dzkeﬂakan ke atas tahap : i kadarbérs_enggaf :
:pendapataﬁy_ c_.gtﬁrtentu,_._ e : - e

Hadiah kepada pekerja untuk perkhudmatan yang dlberlkan samaada | ganja%aya_
keﬂka berkhidmat atau apabila bersara. —

Jumlah yang diterima oleh pembayar cukai daripada sumber tertentu | pendapatankasar .
e termasuk perniagaan, penggajran dividen, faedah danlain-lain. = =

i Perkrraan uniuk menentukan pendapatan kasar di mana cuka: telah Kira kasar
| dipoiong padasumber. :

. Keadaan di mana kerugian sesebuah syankat boleh célserap oleh : pelepasan.kumpuféﬁ
keﬁntungan syankat yang Lam daiam kumpulan syarikat yang sama. e

' Satu SIstem kekeluargaan mengikut adat Hindu.

.'kéfuqrga'éékytu Hira'd’l.:l; : -
- Ba_ygran sagu hati kerana perkhidmatan di luar tugas hakiki, | iaayafafﬂ-keﬁofmat;
:Hart_a yéng tidak boleh bergerak, contohnya tanah dan bangunan. har:a,:ﬁdak--.aj_iﬁ '
Duti yéng dikenakan ke atas barangan import. ; duti ihw_g_iort -
: i,S:bstem dl mana cukas yang dikenakan kepada sesebuah syariakt | sistemimput

dtallhkan kepada pemegang saham melal Ui dividen.
Nilai yang ditaksir bagi sesuatu manfaat. : | nilaiterimput

: bi‘v_ideu yang tidak berbentuk wang. in specie

: :_inciivi.du. yang di bawah umur atau kurang siuman. —= _be;gc‘m tidakupaya
_ Perbelanjaan yang berkaitan dengan kos parolehan atau pelupusan kos é“ampiﬁgan

i sesuatu harta atau aset

- Pendapatan kasar yang diperclehi daripada kegxatan yang tidak berkait penda;;étari kasarsampingan .
:rapatdengan kegiatanutama. : : : i

Pendapatan yang diperolehitetapi belum diterima dalam tempoh pendapatan belum terima
berkenaan. : —E

Courtesy of Dewan Bahasa dan Pustaka
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 intangible expenses

ter-companypricing

:;renves'tmént_irééenﬂve -

vastmentmcorrte 5

..::Cukai yang dikenakan ke atas pendapatan.

= Akta Cukal Pendapatan.

: E\aun modal yang diberikan ke atas perbelanjaan anak pada tahun

~ dalam kumpulan syarikat yang sama. _ -
- Proses menghadkan faedah yang boleh drbenarkan sebagal potongani

. 'ihv{féjs_tmezﬁg.. hd!dingcofn:éggy = Syankat yang hanya memegaﬂg pelaburan sepertx saham:h ra

:bawa‘dan tahun sebelumnya

imanagement and-eqntfbl_j

: ibah selepas persetujuan di antara Ketua Pengarah
d ngan pembay: atau selepas perbicaraan oleh
Pendapataﬂ

Elaun yang ditolak danpada pendapatan di bawah Akta Py ggalakkan o
Pelaburan.

Bangunan yang layak diberi elaun modal mengikut pemntukan

ertama sah: aja

en sepem perja ‘ran ;)ajakan ;ual belidan sebagamya bagl
dutt setem : :

Befanja bagl maksud perzggerudtan yang dlben patongart di.bawah“ C
Akta Cukai Pendapatan Petroleum. i

Harga yang dikenakan dalam urus niaga amara syankat syankai

dan lain- iam

Dorongan yangdib'eri kép'adapél'abﬁf .

Pendapatan yang diperolehi danpad 'pefaburan:seperﬁ sewa,
dividen dan lain- lain. : e

Pemiragaan d» mana po ist cfanpada insurans atau rei nsmans Iam
diterima umukdlremsurankan

Urus niaga yang dijalankan sesekali.

Taksiran pendap_a{an suami isteri 'yang digabungﬁan-

Jgian perniaga yang irdakda@paimserap sepenuhnyayang di

Kerugian pemtagaan yaﬂg tidak dapat dlserap sepenuhnyayang
& ke tahun berikutnya.

A / ng digunakan bagi menentukan taraf mastauim sesebuah
3 ankat atad badan.

 cukaipendapatan

. bangunanindustri

;5  elaun mufa

" taks anbe;sam_a

| Iambang CUIi
gaiakan penempatan

rugi bawa ke hadapan
rugihantar ke hadapan

Déngyméan; dan kawalan

Courtesy of Dewan Bahasa dan Pustaka 35
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- non-resident

‘non-resident refiaf

ipational of premises for
I ;busmess purposes

off-shore insurance business

off-shoretrust

edincome

 on-shore company

 operational headquarterscompany |

- _ordmary source

averlapg)mg basns penud

owner-occupied

Gwr‘iersmp
. partner

 parinership

: j'?embeﬁtahuan mengenai taksiran cukai,

BAHASA INGERRIS BAHASAMELAYU
.ﬁ.:m:arginal taxrate Kadarcuké‘i'bagi sefiap ringgit pendapatan tambahan. Kadar cukai k%lda'r cukaisut
e S sutini memngkatdzsebabkan strukiurkadar cukai pendapatan e s e
_yangprog resif,
_'n':é'r}get-val'ug - Niia‘rdal-am' urus niaga‘selengan. nitai bésar :
meanstest | Satu kaedah untuk menentukan keupayaan seseurang pernbayar cukan Ujiupaya
e i ' -mempero£eht asetdalam sesuatu tempoh. = -
: "Jumlah medai rezab dan lain-iain bagi sebuah s}yar'rkrztti{e?q.=_1sarn}'=.1q - danaahii -
: seperi; yang mperuntukkan di JadualBAkta Cukai Pendapatah - -
.Hartayang boleh dialih aimkan comohnyakenderaan mes;n_ : hartaalih
.Kegz&tan urusniaga seperti yang dualankan oleh sebuah kelab ahig . f* | prinsipbersama

_atauinstitusilain bagi mantaat ahli-ahlinya. Urusniagaini tidak

cfian_gga‘p sebagai perniagaan.

'Keadaan di mana satu pilihan saja boieh dipakai. Contohnya, jika
‘telah memilih taraf perintis maka tidak bolsh mendapat galakan lazn

Personyang ndak memenuhi syarat bermastautin di Malaysia bagi

| tahun asas suatu tahun taksiran menurut Akta Cukai Pendapatan.

Pelepasan yang diberi kepada seorang individu di bawah
seksyen 130 Akta Cukai Pendapatan.

tetapnhdak dlambl kara da?am pengrraan cukal

I Salah satu sumber pendapatan yang dikenakan cukai dibawah Akta |
~ CukaiPendapatan.

 Syarikat yang ditubuhkan di luar bidang kuasa sesbuah

negara, biasanya di sesebuah kawasan yang tidak
mengenak‘an cukai atau mengenakan cu kai minimum.

Perniagaan insurans yang me ngmsuranskan ns;kﬂ
luarnegeri. :

Badan a_ménah yang ditubuhkan di luar bidang kuasa

sesebuahnegara.

_ Pendapatan yang tidak dilaporkan dalam borang nyatapendapatan.
- ‘Syarikat ya,ng ditubuhkan dalam bidang kuasa sesebuah negara:

. Syarikatdi Malaysza yang memberi perkhidmatan tertentu kepada

pejabat dan sekuttinya diluar Maiayma

Bahaglan benefisiari dalam jumiah pendapa%an badanamanah.
Keadaan yang biasanya wujud bila tempoh perakaunan pertama
sesuatu perniagaan tidak dibtiat untuk 12 bulan atau tarikh
perakaunantahunan perniagaanditukar.

Kediaman yang dipunyai dan diduduki sendiri.

Keadaan di mana person mempunyai hak ke atas harta tanah atau
kepentingandalamnya.

Person atau perkongsian yang menjadi ahli dalam perniagaan
perkongsian.

_ Hubungan secara berkontrak melalui perjanjian lisan atau bertulis

untuk menggabungkan sumber modal, kebolehan, kemahiran
dan akiiviti dalam perusahaan bersama.

 saling singkir
 bukan pemastautin
 pelepasan bukanpermastautin

0 hptistaksi_fan :

elaunnosional

‘perniagaan in_é_t::rané' luarpesisic

: s_yarik'at'i%)u pejabét ;

huni sendiri

pekbngéi';;-rakan quﬁﬁ'sé .

menduduki }JFBTTHS

Syankai Iuar peszsnr

amanah luar pes:s:r .

pendapatan tidak lapor

syarikat daiam pesisi r :

sumberbiasa

tempoh asas bertifidan

pernunyaan

perkongsian

Courtesy of Dewan Bahasa dan Pustaka
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 pay as you eam (P.A.Y.E) scheme

penaly

| percentageof
- completion method

= Pencfapatan yang dzterima menglkut jangkamasa tertentu

pe riodical p_ayhéeht

Sebuah establisymen yang tetap seperti pejabat, Iadang m
dan lain-lain yang memenuhi syarat syarat terten di
per;aru:an cukaidwihala.

: permmed expenses

: permlited fractlon

p@rkussﬁ

‘erso anseorang. | pers@n

P..stmalreilef s b

leumincometax | Cukaiyang dikenakan ke atas keuntungan petroleum di bawah Akta
i : = - Cukai Pendapatan Petroleum 1967.

pion gfr'_b:usiﬂes;.' — : : Pemzagaanyang dlbentarafperlnzisdabawahAkta Perzgga%ékén
. : = HE = -Pelaburan.

| Siilyang dikeluarkan sebagai perakuantaraf permtls di bawah o
o= Akt Penggalakan?efaburan e

- pioneerincome . = :':Pendapatan yangdxperolehrﬁa[amtempohpermns e | '_'pendapaianpermtes
S : ' - .dartpermagaanpe{mtrs - ;

gil-antand.:rﬁééhinery : i Atalat Jemeradan Iejrtermasukperabot kelengkapan dan - - lojidanmesin
= - e - sebagamyayang digunakandalamperniagaan i : o

P ';m_agaan yang diteruskan selepas tempoh perintis. _ _.permagaan pasca pe_ms :

be ﬁjaényéhg.difakukari sebelum-ogerasiperniégaa,n dimulakan. belamapermagaanpraoper

_pern lagaan prap nt!s

: pekongsr utam_a_ _

: precederawartner e

Rakan kcmgg
E-berkenaan

 precedingyearbasis | Asas yang d&gunakan untukpengersaan cukai pendapaian
L oL i Contohnya pendapatan tahun 1992 dikenakan cukai padatahun
takszran 1 993 :

I Perbelart;aan untuk diri sendiri yang tidak berhubursgan deﬂgan
perniagaan. '

Kegiatar tertentu di bawah Akta Penggalakan Pelaburan.

'premoted mdustrtata e | Satukawasan tertentu yang diperuntukkan di bawah
: ' . - Akta Penggalakan Pelaburan.

Courtesy of Dewan Bahasa dan Pustaka 3
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- 'quamymgnfarm expe:nduture

_ : ;qugl_if}iihg Ef:Qf_ QStnexp,énditure
-- quéliﬁ'iiﬁg mining expenditure

~ qualifying plant expenditure

- raté?abfe v’aié.le- '

.reduced assessment

mnvestmentallowance s

remission of tax

. requisition notice

- resident

residual expenditure

residuallife

returnform

- qualifying prospecting expenditure |

'BAHASAMELAYU
_ Keluaran tertentu di bawah Akia Penggalakan Pelaburan. 'kéfuarar;galakén- i
| Badan amanah yang melabur dalam haria tanah. ‘amanahharta
_prpfective.iéﬁséésémemj Taksiran yang dikeluarkan sebelum selesainya kes penyiasatan. : téks_iran lindung
~ provisionalassessment Taksiran yang dikeluarkan sebelum borang nyata pendapatan taksiran sementara
L disemak. - =
:..public_erfteriainéir' Seorang penghibur (penyanyi, pelakon, pelawak, pemuzik, penghiburawam .
e e ! - olahragawan dan sebagainya) yang menjalankan kerjaya : e
dalgmcunianiburan== - — == — = . = -~
;-QUaﬁfyirgg' griculture expenditure Perbelanjaan medal ke atas kegiatan pertaman untuk tu;uan belanjapertanianlayak ;
i : ; pengiraanelaun pertaman e ; =t = :
qu-alif_yi'ﬁg ui éihg;eﬁpenditute 5: - _Perbelan}aan modalke atas bangunan yang dtbinaatau d|be|s ; 5 belanjabangunanlayak

; untuk’tu;uan pengsraan ‘elaun modal.

: Pefbeianjaan modal ke atas keglatan penerokaa.n petroleum untuk -': e

tujuan pengiraan elaun modal.

Perbeianfaan madal ke atas kebun, kolam dan lain-lain untuk
tujuan potongan bagi projek pertanian yang diluluskan.

Perbe_ian}aan modal ke atas kegiatan pembalakan untuk tujuan

pengiraan elaun hutan.

Perbelar}jaan modalke atas kegiatan peﬁcmbongan untuk tujuan
pengiraan potongan ayak

e Periaelanjaan moda[ ke atas %njl untuk tujuan pengﬂaan elaun modal.

Perbe!an;aan ke atas keg:atan cari gah untuk tujuan potongan dari -
pendapatan terkumpul.

lihat :5annu_al value

Syarikat yang ditakrifkan sebagai syarikat harta tanah délam
Akta Cukai Keuntungan Harta Tanah.

Cukai yang dikenakan di bawah Akta Cukai Keuntungan
Harta Tanah 1976. :

o Pengurangan cukai, contohnya potongan zakat.

Balasan mengenai pelupusan hak atau sebahagiandaripada Iomb'ongﬁ :

Punggutan cukai yang tertunggak.

Taksiran yang melibatkan penurtnan cukai.

i Elaun yang diberi untuk perbelaniaan modal tertenti: di bawah
~ Akta Cukai Pendapatan.

Gukai yang dihapuskan atas perintah Menteri Kewangan atau

: Kétua.Pengarah Hasil Dalam Negeri.

 Cukai atau hutang yang dituntut oleh Jabatan Hasil Dalam Negeri

melalui notis. Misalnya cukai untung harta tanah dan hutang di bawah
Seksyen 108 (5) Akta Cukai Pendapatan.

Person yang bermastautin di Malaysia bagi tahun asas suatu tahun
taksiran menurut Akta Cukai Pendapatan.

Baki perbelanjaan yang layak setelah ditolak elaun modal.
Bilangan tahun anggaran hayat yang tinggal bagi lombong.

Borang yang dikeluarkan oleh Jabatan Hasil Dalam Negeri untuk
pembayar cukai melaporkan pendapatannya.

belanjahutan layak

‘befanjaclehan semuia

 taksiranturun

~_elaun pelaburan semula

- notistuntutan

_belanjabaki

borang 'ﬂyatapen@i:épatan i

belanjaterokalayak

befanjalombonglayak

belanja.}oji-!:ay'ak -
belanja cari galilayak

nilai bofeh kadar

syariakthartatanah
cukai untung harta tanah

rebat

pemulihan cukai

hapus cukai

pemastautin

hay_at baki

Courtesy of Dewan Bahasa dan Pustaka




GLOSSARY

ISTILAH PERCUKAIAN

l srantnsh wOITaaaImn

s Cuaki yang dnkenakan ke atas perkhtdmatan tertentm di bawah
o Akia Cukai Perkhtdmatan‘lg?ﬁ e

. Pengurangan;taﬁggungan-cukai melaluéperaﬁc:angan

: -dltetapkan

Cukal yang djkenakan ke atas 1uaian barangan tertentu meng;kui

Akta Cukai duaian 19?2

Sistem di mana. pembay_ CUKB! mengl ra sendm tanggungan cukai

pendapatannya.

: ngara‘n Hasa Da am Negen

i mendengar rayu: an pembayar cukal terhadap

di bawah AktaSe’tern 1949 i e

Penangguhan.pungutancukar- -

i ;;C_ Jkai tambahan ke atas barangan tertentu yang dumport

Ora y:a,ﬂg memberi perkhldmatan cuka!

i 'Guka_i y‘ang'dipotong pada sumber.

Audit untuk fufuan percukaian.

Orang atau bldang yang boiah dlcukaz o

_tuhankepadaundang undangpemukaran mzsalnya ;

pengemhaﬁan borang nyata pendapatan dalamtempah yang i

Kredit yang diberi temadap cukai, COntohnya cukai aias dwsden
yang dipotong dari sumber. i

. gyang patut dikenakan tetapi tidak dlkenakan kerana sesuatu !
- kelstumewaan ataudasarkerajaan. i

: Cukai yangdlkenakan keat_as per:dapatan tercukaz mengxkut kadar
L yaﬂgdztstapkan---'-g:“ i

| sowr

. cukai pindah saham

cukai tokok

5 - aud_é_-’;'éukai-. !

| dana pemegang saham

Pasuruhjaya Khas Cukal :
Pendapatan i

duti sezem

tangguh cukai _:

| pendapatanberkanun

L sﬁéncukai

cukai sumber

-as8s cukal

| lingkungancukai

- cukal terca

‘patuh cukai

kredit cukai

Courtesy of Dewan Bahasa dan Pustaka



Malaysian Institute Of Taxstion

MIA CALENDERS OF SEMINARS

CONTINUING. PROFESSIONAL DEVELOPMENT CALENDAR

lollw ) CALENDAR OF PROGRAMMES
JANUARY
Date Topics CPD Points Location
11 Labuan - Tax Planning Opportunities 12 Kuala Lumpur
12 Legal & Tax Implications Of Joint Venture 24 Kuala Lumpur
16-17 Control And Audit of the Unix Operating System 48 Kuala Lumpur
16 24 Kota Kinabalu
1 Audit Of Solicitors” Accounts = Kuchmg
18 24 Miri
19 24 Sibu
18-19 Effective Marketing for Non-Marketer 48 Kuala Lumpur
16 24 Kuantan
17 24 Kuala Terengganu
19 Accot_mling Standards and Treatment of 24 Johore Baltt
Housing Developers Accounts
23 24 Kuala Lumpur
25 24 Negeri Sembilan
FEBRUARY
No programmes in view of the Ramadhan month and the Chinese New Year festival
MARCH

13-14 16 Ipoh
14-15 16 Kuala Lumpur
15-16 16 Kota Bahru
16-17 16 Penang
20-21 16 Kota Kinabalu
22-23 ) . 16 Tawau
23-24 Coee Sl 16 Johore Bahru
27-28 16 Kuantan
27-28 16 Kuching
29-30 16 Sibu
30-31 16 Kuala Terengganu

= 30-1 April 16 Miri
18, 25, 1 April Grammar for Writing 48 Kuala Lumpur
23 Luncheon Talk by Dato’ Salleh Majid on The KLSE 6 Kuala Lumpur

—An Emerging World Class Stock Exchange
23-25 Speak Your Way to Success 48 Kuala Lumpur
14 Evening Talk: Appeals to the Income Tax 4 Kuala Lumpur
Continuing Professional Development__

Malaysian Institute of Taxation JANUARY 1995




TAX NASIONAL SUBSCRIPTI

: : : _ 1995 SUBSCRIPTION RATES
. Level 4, Dewan Akauntan = RATES
0. 2, Jalan Tun S¢ ng - PER ISSUE PER ANNUM
| Non MIT member RM 20.50 RM 62.00
| Student RM 10.50 RM 42.00
| Overseas US$ 11.50 US$36.00
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| Please Use Capital Letters |
: Mr/Mrs/Miss Designation :
| Address I
| I
: Poscode :
l Tel No. Fax No. l
: lenclose a cheque/money order/bankdraft payable to Malaysian Institute of Taxation for RM/US$ for E
] copy/copies or year/years’ subscription of Tax Nasional. |]]\
L Note: For overseas subscription, payment is accepted by bankdraft only. 'I‘
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TAX NASIONAL ADVEHTISEMENT

1995 ADVERTISEMENT RATES

Full Colour Black & White
DISPLAY l
ADVERTISEMENT
Full Page RM1,500.00 RM1,000.00
Half Page RM 800.00 RM 600.00
Back Cover +20%
_Inside Front/Back Cover +10%
Centrespread +20%
— | cLassiFED |
— Full Page RM400.00
| Half Page RM200.00
_CALL US TODAY at the MIT secretariat: Ofhensizes P
Tel. No. 03 2745055 or Fax NO 03-2731016. o __ &

Printed by: SP-Muda Prnting Sdn Bhd
45 [elan Ipch Kechil, OF Jalan Ipah, 50350 Kuala lumpur.
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HOW TO BECOME A MEMBER OF THE MALAYSIAN INSTITUTE OF TAXATION

Benefits and Privileges of
Membership

The Principal benefits to be derived
from membership are:

1. Members enjoy full membership
status and may elect representa-
tives to the Council of the Institute.

2. The status attaching to member-
ship of a professional body dealing
solely with the subject of taxation.

3. Supply of technical articles, cur-
rent tax notes and news from the
Institute.

4. Supply of the Annual Tax Review
together with the Finance Act.

5. Opportunity to take part in the
technical and social activities
organised by the Institute.

Qualification Required For Member-
ship

There are two classes of members,
Associate Members and Fellows. The
class to which a member belongs is
herein referred to as his status. Any
Member of the Institute so long as he
remains a Member may use after his
name in the case of a Fellow the letters
F.T.LIL. and in the case of an Associate
the letters A.T.LI.

Associate Membership

1. Any person who has passed the
Advanced Course examination
conducted by the Department of
Inland Revenue and who has not
less than five (5) years practical
experience in practice or employ-
ment relating to taxation matters
approved by the Council.

2.

Any person whether in practice or
in employment who is an advocate
or solicitor of the High Court of
Malaya, Sabah and Sarawak and
who has had not less than five (5)
years practical experience in prac-
tice oremploymentrelating to taxa-
tion matters approved by the Coun-
cil.

Any Registered Student who has
passed the examinations pre-
scribed (unless the Council shall
have granted exemptions from
such examinations or parts thereof)
and who has had not less than five
(5) years practical experience in
practice or employment relating to
taxation matters approved by the
Council.

Any person who is registered with
MIA as a Registered Accountant
and who has had not less than two
(2) years practical experience in
practice or employment relating to
taxation matters approved by the
Council after passing the exami-
nation specified in Part 1 of the
First Schedule or the Final Exami-
nation of The Association Of Ac-
countants specified in Part 1l of the
First Schedule to the Accountants
Act, 1967.

Any person who is registered with
MIA as a Public Accountant.

Any person who is registered with
MIA as a Licensed Accountant and
who has had not less than five (5)
years practical experience in prac-
tice relating to taxation matters
approved by the Council after ad-
mission as a licensed accountant
of the MIA under the Accountants
Act, 1967.

Any person who is authorised un-
der sub-section (2)/(6) of Section 8
of the Companies Act, 1965 to act
as an approved company auditor
without limitations or conditions.

Any person who is granted limited
or conditional approval under Sub-
section (6) of Section 8 of the
Companies Act, 1965 to act as an
approved company auditor.

9. Any person who is an approved
Tax Agent under Section 153 of
the Income Tax Act, 1967.

Fellow Membership

1. A Fellow may be elected by the
Council provided the applicant has
been an Associate Member for not
less than five (5) years and in the
opinion of the Council he is afitand
proper person to be admitted as a
Fellow.

2. Notwithstanding, Article 8(1) afthe
Articles of Association, the First
Council Members shall be deemed
to be Fellows of the Institute.

Application of Membership
Every applicant shall apply in a pre-
scribed form and pay prescribed fees.
The completed application form should
be returned accompanied by:

1. Certified copies of:
(a) Identity Card

(b) All educational and profes-
sional certificates in support of
your application.

)

Twoidentity card-size photographs

2

Fees:

Fellow Associate
(a) Admission
Fee: RM300 RM200

(b) Annual
Subscription: RM100  RM75

Every member granted a change in
status shall thereupon pay such addi-
tional fee for the year then current as
may be prescribed.

The Council may at its discretion and
without being required to assign any
reason reject any application for ad-
mission to membership of the Institute
or-for a change in the status of a
Member.

Admission fees shall be payable to-
gether with the application to admis-
sion as members. Such fees will be
refunded if the application is not ap-
proved by the Council.

Annual Subscription shall be payable
in advance on and thereafter annually
before January 31 of each year.



