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The Director
Investigations 1
GPO Box 2013
Canberra ACT 2601
Australia

Sir,

SUBMISSION OF RESPONSES TO THE QUESTIONNAIRE BY THE
GOVERNMENT OF MALAYSIA RELATING TO THE CONTINUATION INQUIRY ON
ANTI-DUMPING AND COUNTERVAILING MEASURE IMPOSED ON EXPORTS OF
ALUMINIUM EXTRUSIONS FROM MALAYSIA

Reference is made to the notice regarding the initiation of continuation inquiry on anti-
dumping and countervailing measures on Aluminium Extrusions exported from
Malaysia and the Socialist Republic of Vietham by the Anti-Dumping Commission,
Department of Industry, Science, Energy and Resources, Australia (the Commission)
on 15 September 2021 which was published on the Commission’s website through
Anti-Dumping Publication Notice ADN2021/119.

2. | attach herewith the submission of responses by the Government of Malaysia
(GOM) and the accompanying appendices for the Commission’s further action. Should
the Commission require more information, please contact Mr. Ahmad Afif Abdul Aziz
(+603-6208 4637 or afif.aziz@miti.gov.my) and copy the email to alltps@miti.gov.my
for clarification.

3. The GOM would also like to take the opportunity to raise some concerns about
the on-going investigation as follows:

i. Unsubstantiated Adequate and Accurate Evidence

The GOM would like to refute claims that it provided export subsidies to
Malaysian Aluminium Extrusions producers, that have caused material injury
to the domestic industry in Australia.

The GOM would like to emphasise that pursuant to Article 10 of the WTO
Agreements on Subsidies and Countervailing Measures (SCM Agreement),
Members shall take all necessary steps to ensure that the imposition of
countervailing duty on any product of the territory of any Member imported
into the territory of another Member is in accordance with the provisions of
Article VI of GATT 1994 and the terms of the SCM Agreement.
Countervailing duties may only be imposed pursuant to investigation initiated
and conducted in accordance with the provisions of the SCM Agreement.




In addition, Article 11.2 of SCM Agreement provides that:

“An application under paragraph 1 shall include sufficient evidence of the
existence of (a) a subsidy and, if possible, its amount, (b) injury within the meaning
of Article VI of GATT 1994 as interpreted by this Agreement, and (c) a causal link
between the subsidised imports and the alleged injury. Simple assertion,
unsubstantiated by relevant evidence, cannot be considered sufficient to meet the
requirements of this paragraph...” [emphasis added]

Based on the Anti-dumping Notice 2021/037 published by the Commission, only
Premium Aluminium, PMB Aluminium Sdn. Bhd. and all other Malaysian exporters
were imposed with countervailing measure that is proportion to export price. The
import volume from these three (3) sources does not even represent the
majority import volume from Malaysia, hence the causal link to the injury
suffered by the Domestic Industry in Australia cannot be attributed by the alleged
export subsidisation by the GOM. Thus, this warrant for the countervailing measure
imposed on Maiaysian exporters needs to be revoked as stipulated by Article 21.2
of SCM Agreement as follows:

“_.If, as a result of the review under this paragraph, the authorities determine that
the countervailing duty is no longer warranted, it shall be terminated
immediately.”[emphasis added]

i. Redundant Trade Remedy Measures

The GOM observed that there are trade remedy redundancies against Malaysia’s
exports as follows:

« the Australian domestic industry had filed and were granted anti-dumping
measure for aluminium extrusions (mill finish) and aluminium (surface finish)
on top of the existing anti-dumping and countervailing measure
imposed on the same product from Malaysia; and

. it is alarming that the Commission has taken measures in favour of Capral
Limited to the extent that double anti-dumping measures were imposed on
the same product imported from Malaysia  without clear
clarification/demonstration on the causal relationship between the
subsidised imports and the injury of the domestic industry.

Also, the countervailing measure on exports of aluminium extrusions by
exporters/producers in Malaysia should not be continued as no clear causal
link was established between the alleged export subsidies of aluminium extrusions
and the injury.

In conclusion, as stipulated in Article 15.4 of the SCM Agreement that the

Investigating Authority shall examine all relevant elements in determining that the
subsidised imports have an adverse effect on the state of their domestic industry. In
this regard, GOM urges the Commission to thoroughly and objectively assess the
impact of the subsidised imports on the domestic industry and shall include all relevant
economic factors and indices, and demonstrate that the alleged subsidised imports
from Malaysia through the effects of subsidies are causing injury to the domestic
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industry in Australia. It is GOM's hope that the Commission would ensure the
continuation inquiry be conducted in a fair manner and in line with the WTO SCM
Agreement and Anti-Dumping Agreement.

Thank you.

Yours sincerely,

a\ﬁ‘w&f‘k -

(NORAZAH ABDUL JABBAR)

Director

Trade Practices Section

for Secretary General

Ministry of International Trade and Industry Malaysia
Copy:

The Australian High Commission
6, Jalan Yap Kwan Seng

Kampung Baru

50450 Kuala Lumpur

High Commmission of Malaysia
7 Perth Avenue Yarralumla ACT
2600 Canberra

Australia
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1. Background

On 15 September 2021, the Commissioner of the Anti-Dumping Commission
initiated an inquiry into whether the anti-dumping measures, in the form of a
dumping duty notice and countervailing duty notice, applying to certain
aluminium extrusions exported to Australia from Malaysia and the Socialist
Republic of Vietnam (Vietnam} should be continued.

This inquiry follows an application by Capral Limited (Capral), a member of the
Australian industry manufacturing like goods, that the dumping duty notice and
countervailing duty notice should be continued for a further five years after 27
June 2022.

As the current measures inciude countervailable subsidies for aluminium
extrusions produced in Malaysia, it is requested that the Government of
Malaysia (GOM) also complete this questionnaire. Please note that this
guestionnaire is the same as you submitted for Review 509. Therefore, you may
want to use that as the basis for your response to this questionnaire, and inform
us of any changes for this inquiry period (1 July 2020 to 30 June 2021).

The anti-dumping measures were initially imposed by public notice on 28 June
2017 following publication of Report 362.

Anti-Dumping Notice (ADN) No. 2021/119 outlines the details of this inquiry. The
procedures to be followed during the inquiry can be accessed on the
Commission's website at www.adcommission.gov.au.

2. Product concerned

The goods under consideration (the goods) i.e. the goods exported to Australia,
in receipt of subsidies, are:

“Aluminium extrusions that:
+ are produced by an extrusion process;
« are of alloys having metallic elements falling within the alloy designations
published by The Aluminium Association commencing with 1, 2, 3, 5,
6 or 7 (or proprietary or other certifying body equivalents);

have finishes being:
- as extruded (milf);
- mechanically worked
- anodized, or
- painted or otherwise coated, whether or not worked;

have a wall thickness or diameter greater than 0.5 mm,

» have a maximum weight per metre of 27 kilograms; and

have a profile or cross-section fitting within a circle having a diameter of
421 mm”.

The goods under consideration include aluminium extrusion products that have
been further processed or fabricated to a limited extent, after aluminium has

3



PUBLIC RECORD

been extruded through a die. For example, aluminium extrusion products that
have been painted, anodised, or otherwise coated, or worked (e.g. precision cut,
machined, punched or drilled) fall within the scope of the goods.

The goods under consideration do not extend to intermediate or finished
products that are processed or fabricated to such an extent that they no longer
possess the nature and physical characteristics of an aluminium extrusion, but
have become a different product.

The following additional information assists in understanding the goods:

Extrusion is the process of shaping heated material by forcing it
through a shaped opening in a die with the material emerging as an
elongated piece with the same profile as the die cavity. For greater
clarity, the goods do not include goods made by the process of
impact extrusion or cold extrusion.

Alloys are metals composed of more than one metallic element.
Alloys used in aluminium extrusions contain small amounts (usually
less than five percent) of elements such as copper, manganese,
silicon, magnesium, or zinc which enable characteristics such as
corrosion resistance, increased strength or improved formability to
be imparted to the major metallic element, aluminium.

Aluminium alloys are produced to specifications in “International
Alloy Designations and Chemical Composition Limits for Wrought
Aluminum and - Wrought Aluminum Alloys” published by The
Aluminum Association. It includes all alloy designations - these
specifications are known in the industry as “Teal Sheets”). These
specifications have equivalent designations issued by other
certifying bodies such as the International Standards Organization.
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Effects of Alloying Elements

The properties and characteristics of aluminium, such as density,
conductivity, corrosion resistance, finish, mechanical properties, and
thermal expansion, are modified by the addition of alloying
elements. The resulting effect depends upon the principal alloying
elements used, as detailed in the table below.

Wrought Major Alloying Elements and Typical Alloy
Alloy Characteristics

Designation

1xxx Series Minimum 99% aluminium

High corrosion resistance. Excellent finishability. Easily
joined by all methods. Low strength. Poor machinability.
Excellent workability. High electrical and thermal
conductivity.

2xxx Series Copper
High strength. Relatively low corrosion resistance.
Excellent machinability. Heat treatable.

3xxx Series Manganese
l.ow to medium strength. Good corrosion resistance.
Poor machinability. Good workability.

dxxx Series Silicon
Noft available as extruded products.
Sxxx Series Magnesium

Low to moderate strength. Excellent marine corrosion
resistance. Very good weldability.

Bxxx Series Magnesium & Silicon

Most popular extrusion alloy class. Good extrudability.
Good strength. Good corrosion resistance. Good
machinability. Good weldability. Good formability. Heat
freatable.

7Xxx Series Zing -
Very high strength. Good machinability. Heat treatable.

Source: The Aluminum Association (US)

Profiles and shapes - All aluminium extrusions are produced as either hollow or
solid profiles. Hollow profile extrusions generally cost more to produce and
obtain higher prices than solid profile extrusions. Extrusions are often produced
in standard shapes such as bars, rods, pipes and tubes, angles, channels and
tees but they are also produced in customised profiles.

Finishes - In addition to ‘as extruded’ or mill finish, extrusions can be finished
mechanically by polishing, buffing or tumbling. Extrusions can have anodized
finishes applied by means of an electro-chemical process that forms a durable,
porous oxide film on the surface of the aluminium. Also, they can be finished by
painting with liquid or powder coatings utilising an electrostatic application
process.

For the purposes of this application, aluminium extrusions are further classified
into four “finish” types:



PUBLIC RECORD

¢ Mill Finish - Plain meta! finish, uncoated (i.e. “as extruded from the die"),

o Anodised - Surface converted to aluminium oxide (by electrolysis) and
may be coloured by electrolytic or chemical dye means;

» Powder Coated - Charged powder particles are sprayed and adhere to
electrically grounded surfaces, heated and fused into a smooth coating in
a curing oven; and

o Painted or Other Finish - Painted or finished in other surface applications.

Size range - The ability to produce the full range of profiles is determined by the
extrusion and ancillary equipment.

“Working” extrusions includes any operation performed other than mechanical,
anodized, painted or other finishing, prior to utilisation of the extrusion in a
finished product.

Standards - Aluminium extrusions are manufactured to a variety of Australian
and International standards. Products exported to Australia are often claimed to
comply with one or more of the following standards:

e ASTMB221M-88 (USA);
s BS1474.1987 (UK): and
« GB/5237.1-2000 (China).

The most common Australian / New Zealand standard is AS/NZ 1866:1997,
which specifies requirements for aluminium and aluminium alloy extruded rod,
bar, solid and hollow products for general engineering purposes.

The table below provides examples of the coverage of the goods and like goods
(and intended end-use applications) and will be used for this investigation.
Examples of the goods and like goods are outlined in columns 1-4 and non-
subject goods are outlined in columns S to 7.

y = GUC > . = Mg GLIC > o
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The goods are normally classified to the following tariff subheadings of
Schedule 3 to the Customs Tariff Act 1995:

Tariff code | Stalistical | Unit | Description
code
7604.10.00 06 Kg | Non alloyed aluminium bars, rods and profiles
7604.21.00 07 Kg | Aluminium alloy hollow angies and other shapes
7604.21.00 08 Kg | Aluminium allow hollow profiles
7604.29.00 09 Kg | Aluminium alloy non hollow angles and other shapes
7604.29.00 10 Kg | Aluminium alloy non hollow profiles
7608.10.00 09 Kg | Non alloyed aluminium tubes and pipes
7608.20.00 10 Kg | Aluminium alloy tubes and pipes
7610.10.00 12 Kg | Doors, windows and their frames and thresholds for
doors
7610.90.00 13 Kg | Other

3. Inquiry period

The existence and amount of any subsidisation in relation to aluminium
extrusions exported to Australia from Malaysia by EverPress will be determined
on the basis of an inquiry period of 1 July 2020 to 30 June 2021 (the period).
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4. Purpose of this questionnaire

The purpose of this questionnaire is to assist the Commission to obtain
information from the Government of Malaysia (GOM) it considers necessary for
the inquiry into countervailable subsidies received by Malaysian aluminium
extrusion exporters,

Please note that the subsidy/countervailing sections of this questionnaire focus
on the 6 programmes identified in the original investigation, refer REP362. The
Commission may also review any additional subsidy programme(s) if additional
information becomes available.

Any additional questions will be posed to the GOM using supplementary
questionnaires.

A separate questionnaire has been sent to identified Malaysian exporters of

aluminium extrusions. The exporter questionnaire also requests information on
subsidies.

5. Response to this questionnaire

The GOM may elect not to respond to and complete the questionnaire.
However, if the GOM does not respond the Commission may be required to rely
on information supplied by other parties (possibly information supplied by the

Australian industry).

Therefore, it may be in the GOM's interests, and the interest of Malaysian
exporters of aluminium extrusions, to provide a complete response.

If the GOM elects to respond to this questionnaire, the response is due by
22 October 2020.

6.  If you decide to respond

Should the GOM elect to provide a response to this questionnaire, please note
the following.

Confidential and non-confidential versions

If the GOM elects to respond to this questionnaire, you are required to lodge a
confidential and a non-confidential version of your submission by the due date.

In submitting these versions, please ensure that each page of the information
you provide is clearly marked either “IN-CONFIDENCE” or “NON-
CONFIDENTIAL" in the header and footer.

All information provided to the Commission in confidence will be treated
accordingly. The non-confidential version of your submission will be placed on
the Public Record, which all interested parties can access.
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Your non-confidential submission must contain sufficient detail to allow a
reasonable understanding of the substance of the confidential version. If, for
some reason, you cannot produce a non-confidential summary, contact the case
manager (see contact details on Page 1 of this questionnaire).

Declaration

You are required to make a declaration that the information contained in the
GOM's response is complete and correct. You must return the signed
declaration of an authorised GOM official at Section D of this guestionnaire with
the GOM'’s response.

Coordination of responses

In completing the questionnaire, if a question requires information from other
authorities (e.g. provincial or local Governments, state owned entities, etc.)
please forward the questions to the correct source.

However, it is the responsibility of the GOM to ensure that a full and complete
response to all sections of the questionnaire is submitted, and that responses
from all levels of Government, agencies and/or other applicable entities are
collated and coordinated in the one response.

Consultants/parties acting on your behalf

If you intend to have another party acting on your behalf please advise the
Commission of the relevant details.

The Commission will generally require a written authorisation from the GOM for
any party acting on its behalf.

Provision of documents

Numerous documents are requested from the GOM throughout this
questionnaire. In many cases, the titles or description of these documents within
the questionnaire may not correlate to the official title that the GOM has granted
each document, but is rather a descriptor of the document to the best of the
Commission’s knowledge.

If the listed title is unknown to the GOM but a document that appears to be
similar to the requested document, relates to a similar topic area, or otherwise
would be considered to contain useful information is identified by the GOM,
please provide this document.

Further, when providing requested documents, please indicate whether the
documents:

e are current/in force;
« were current/in force during the inquiry period; or
« have been repealed, revised or superseded.
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Where the documents have been repealed, revised or superseded, where
applicable:

¢ indicate when this revision occurred,;

¢ provide any notice of repeal,

¢ provide the revised version;

« provide the document that supersedes the requested document; and

¢ indicate whether the revised version was in force during the inquiry
period.

Lodgement

You may lodge your response by mailing it to the address for lodgement shown
on the front cover of this questionnaire.

Alternatively, you are welcome to lodge your response by email. The email
address for lodgement is shown on the front cover of this questionnaire. If you
lodge by email you are still required to provide a confidential and a non-
confidential version of your submission by the due date.

In completing any lists of names and addresses requested throughout this
questionnaire, electronic responses in a Microsoft Excel spreadsheet would be
preferred. If lodging your response in hard copy, please include these lists in
electronic format,

General matters

Responses to questions should:

o be as accurate and complete as possible, and attach all relevant
supporting documents,’ even where not specifically requested in this
questionnaire;

» be in English (with fully translated versions of all requested and other
applicable documents submitted);

¢ list your source(s) of information for each question;

» identify all units of measurement used in any tables, lists and
calculations; .

e show any amounts in the currency in which they were originally
denominated.

Please note that references throughout this questionnaire to companies
benefiting from a particular programme should be read as including any parent

1 This includes, but is not limited to, any laws, decrees, regulations, statements of policy, or other
administrative guidelines. In each case, include any legislative history as well as other descriptive materials
and explanations of the criteria underlying the decisions relating to each of the programmes mentioned in
this questionnaire. If applicable, a sample of each of the applications that a company must complete to
participate in each of the programs should also be included.

10
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and associated companies, and, if the company has been subject to merger or
acquisition, any former associated companies or former parent companies.

Please note that answers such as "Not Applicable", or an answer that only refers
to an exhibit or an attachment without any explanation, may be considered to be
inadequate by the Commission. We therefore suggest that in answering the
questions you outline the key elements of your response in the primary
submission document, and not merely refer to supporting documents the
relevance and reliability of which has not been explained in your answer.

7. Clarification

If you have any difficulties in completing the questionnaire, or require
clarification on any questions asked, contact the case manager as soon as
possible (contact details are provided on Page 1 of this questionnaire).

8. Future questions and verification

The Commission may decide to verify the information provided. You will be
contacted in advance of such a meeting in order to make arrangements.

A complete response, including all of the documentation requested, must be
submitted to the Commission before a verification meeting will be considered.

If a verification is undertaken the key Government officials involved in preparing
the response, and those who have knowledge of the source documentation and
the information contained therein, should be available to meet with Commission
officers and to provide additional clarification and explanation, as required.

If verification meetings are unreasonably delayed, cancelled, or otherwise
hindered by the GOM, the assessment of a particular market situation and the
assessment as to the amount of countervailable subsidy may be based on the
facts available to the Commission.

The purpose of the verification meeting will be to verify the information provided
in your questionnaire response. It is not intended to be a second opportunity for
the GOM to provide new or additional information. Accordingly, it is important
that your response be as complete and accurate as possible.

11
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B2

B3

|dentify the administration co-ordinating the response to this questionnaire
and provide the names and contact details of the official(s) (including email
addresses). Please note that the Commission may have further inquiries
concerning the questionnaire response and a contact must be available to
respond to any further information requests.

MS. NORAZAH ABDUL JABBAR

DIRECTOR

TRADE PRACTICES SECTION

MINISTRY OF INTERNATIONAL TRADE AND INDUSTRY
LEVEL 9, MITI TOWER

NO 7 JALAN SULTAN HAJI AHMAD SHAH

50480 KUALA LUMPUR

Email : alltps@miti.qov.my

Phone: +603-6208 4632

Fax :+603-6211 4429

Describe the nature and structure of the aluminium exirusions industry and
market sector in Malaysia. Also describe the nature and structure of the
aluminium industry and market sector in Malaysia.

Without limiting your response, include information concerning the size and
output (value and quantity) of these industries, the extent of vertical
integration in the industries, the extent of the reliance on imported
aluminium, and Government involvement at each level of the industry, the
extent of any restrictions, quotas or limits for the production volumes in
these industries.

In Malaysia, the aluminium extrusion products such as profiles,
frames, panels and etc. are mainly used for construction and general
industrial applications.

Are any of the companies listed in Appendix A located in an area or
economic zone which entitles them to preferential tax or other preferential
policies provided by the GOM? including those provided by regional,
provincial or municipal authorities?

If so identify which particular zone or area the company under investigation
is located in.

None of the companies listed in Appendix A are located in an area or
economic zone.

2 Refer to this questionnaire's Glossary of Terms for a definition of the GOM.
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Provide a list of all manufacturers/producers of aluminium?® in Malaysia that
produced aluminium during the inquiry period. If possible, please provide
this listing in Microsoft Excel format. Please see the GOM Questionnaire
spreadsheet provided with this questionnaire.

This listing will be referred to as 'your response to Question B4’ throughout
this questionnaire.

Please refer to Attachment B-2.
Within this list, indicate the following:

» the business’ address (including the city/town and province);

¢ the function and type of business;

» the ownership structure of the business, including indirect
ownership through associated companies (i.e. State invested
Enterprises (SIE)*, private, co-operative, Foreign Invested
Enterprise (FIE)® or joint venture);

o if the business is not an SIE, whether it is otherwise associated
with the GOM;

¢ whether the business is a manufacturer of aluminium
extrusions and whether it produces ingot, billet, or both;

o total production quantity of aluminium extrusions by the
business during the inquiry period;

e s the GOM a shareholder in the business? If so, the
percentage of GOM holdings,

o If there is GOV representation in the business; and

e The value of total benefit received annually.

For all companies that are SIEs, indicate the percentage ownership held by
the GOM during the inquiry period.

For all companies that are otherwise associated with the GOM, explain this
association as it was during the inquiry period.

It is the Commission’s understanding that within Malaysia there are various
zones, areas, or other regions that encourage the operations of
industries/enterprises located within that region and/or entitle/facilitate
entities to access differential treatment (this may include preferential tax
programmes or other preferential policies).

Provide:
» a listing of the names of all such zones, areas, or other regions
in Malaysia;

3Tthr0ughout this questionnaire, aluminium has been used to refer to including primary aluminium,
electrolytic aluminium, secondary aluminium, scrap aluminium, and aluminium cast into billets of aluminium
alloy or alone.

4 Refer to this questionnaire's Glossary of Terms for a definition of the SIE

5 Refer to this guestionnaire’'s Glossary of Terms for a definition of the FIE

13
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» an explanation of each such type of zone, area or other region
in Malaysia; and

s a listing and explanation of what location in each zone makes
businesses eligible for (including any GOM assistance or
differential treatment).

Not applicable.

Are any of the entities listed in Appendix A located in an area, zone or
other region listed in your response to B5 above? If so identify which
entities and which particular zone or area the entity is located in.

None of the companies listed in Appendix A are located in an area or
economic zone,

Provide the names and addresses of all national, provincial and regional
producer organisations that represent the interests of aluminium extrusions
and aluminium manufacturers and traders in Malaysia.

Federation of Malaysian Manufacturer

Aluminium Manufacturers Group Malaysia (FMM-AMGM)
Wisma FMM, No 3 Persiaran Dagang, PJU 9

Bandar Sri Damansara, 52200 Kuala Lumpur.

- Tel: +603-62867200

Fax: +603-62741266/7288
E-mail: webmaster@fmm.org.my

Specify and provide supporting documentation for the standard corporate
tax rate during the inquiry period for:

(a) companies that manufacture aluminium extrusions;
(b) companies that trade in aluminium extrusions;

(c) companies that manufacture aluminium;

(d) companies that trade in aluminium.

Corporate tax rate for all companies resident in Malaysia during the
period of review (POR) is 24% (Subparagraph 2(a) of Schedule 1,
Income Tax Act 1967 (ITA)) (Attachment B-3).

Specify and provide supporting documentation for the corporate tax rates
applicable in all provincial or local jurisdictions in Malaysia for those types
of companies listed in (a) to (d) of Question B8 above.

Corporate tax rate for all companies resident in Malaysia during the

POl is 24% (Subparagraph 2(a) of Schedule 1, Income Tax Act 1967
(ITA)) (Attachment B-3).

14
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INVESTIGATED PROGRAMMES

The following are programmes that the Commission is currently reviewing:

1 Income Tax Reductions Tax
2 Investment Tax Allowance Tax
3 ‘Double Deduction for Export Credit Insurance Tax

Double Deduction for Freight Charges Relating to

4 Goods Qriginating From Sabah and Sarawak Tax
Double Deduction for Insurance Premiums Paid By

5 Exporters and Importers Tax

6 Reinvestment Allowance Tax

Note: the above titles of programmes are to the best of the Commission’s knowledge and in some
cases may simply be descriptions of the programme. Consequently, the above titles may not
exactly reflect any official titles that the GOM has in place.

ANY OTHER PROGRAMME NOT PREVIOUSLY ADDRESSED

If the GOM, any of its agencies, or any other authorised non-Governmental body,
provides any other assistance programmes not previously addressed (including market
development assistance programmes or any domestic support programmes related to
the manufacture of subject goods) to manufacturers of aluminium extrusions in
Malaysia, identify these programmes.

Such assistance programmes are those that constitute a subsidy as defined in the
Glossary of Terms.

Please provide the information requested in the following Section C-1 for each

programme identified above and any additional programmes you have identified. In
addition, please respond to the programme-specific information requested.
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C1.1 Provide details of the programme including the following.

a)

Title of the programme;

Exemptions of Income.

Policy objective and/or purpose of the programme;

To encourage high impact, high value-added, and strategic
investments that can contribute to the future growth and
development of the economy.

Legislation under which the subsidy is granted;

Refer to Income Tax (Exemption) Order (No.11} 2006
[P.U.(A) 112/2006] (Attachment C-1),

Nature or form of the subsidy;

The assistance is an exemption of statutory income.
When the programme was established,

In 2006.

Duration of the programme;

This is an oh-going programme.

How the programme is administered and how it operates;

Companies are required to submit the applications for the
programme to Malaysian Investment Development Authority
(MIDA), an agency under Ministry of International Trade and
Industry (MITI} before commencing operation/production.
This is to ensure that the company has complied with the
conditions imposed. After MIDA is satisfied that the
company has complied with the conditions, MIDA will
determine the production date for the company and
determine the start and end date of the programme.
Subsequently, companies that were approved with the
programme will submit their claims to the Inland Revenue
Board (IRB) together with their annual tax returns
containing the calculation of claim for the tax exemptions.
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Refer to Attachment C-2 for the application form.
h) To whom and how the programme is provided; and

This programme may be granted to any company intending
to participate in high impact, high value-added, and
strategic investments that can contribute to the future
growth and development of the economy.

i) The eligibility criteria in order to receive benefits under the
programme.

i Value added;

ii. Level of technology measured based on humber of
Managerial, Technical and Supervisory (MTS)
Index in the company;

iii. Proposed product/activity should be listed in the
Promoted Products/ Activities; and

iv. Compliance with a specific amount of fixed asset
investment (excluding land cost) by specific time
period.

Provide transiated copies in English of the decrees, laws and regulations
relating to the programme and any reports pertaining to the programme
published during or since the investigation period. Specify the sections
that govern the programme.

Refer to Income Tax (Exemption) Order (No.11) 2006 [P.U.(A)
112/2006] (Attachment C-1).

Provide copies together with translations in English of all legislative,
regulatory, administrative and public documents relating to this
programme.

Refer to Income Tax (Exemption} Order (No.11) 2006 [P.U.(A)
112/2006] (Attachment C-1).

Identify the GOM department or agency administering the programme.
Granting Authorities:

1) Secretary General of Treasury
Ministry of Finance Complex,
Precint 2, 62592 Putrajaya, Malaysia

2) Secretary General :
Ministry of International Trade and Industry
MIT! Tower No.7, Jalan Sultan Haji Ahmad Shah
50480 Kuala Lumpur, Malaysia
Administrative Authorities:

1)} Chief Executive Officer ]
Malaysian Investment Development Authority (MIDA)
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Level 30, MIDA Sentral

No. 5, Jalan Stesen Sentral 5
Kuala Lumpur Sentral

50470 Kuala Lumpur, Malaysia

2) Chief Executive Officer
Inland Revenue Board Malaysia
Menara Hasil, Level 17
Persiaran Rimba Permai, Cyber 8
63000 Cyberjaya, Selangor, Malaysia

Identify and explain the types of records maintained by the relevant
Government or agency (e.g., accounting records, company-specific files,
databases, budget authorisations, etc.) regarding the programme.

The IRB maintains a database of approved companies (based on
companies' declaration) and softcopies of companies' return form
as submission via e-filing is compulsory for all companies starting
from Year of Assessment 2014.

Indicate which of the companies listed in Appendix A or your response to
Question B4 applied for, accrued, or received benefits under the
programme during the investigation period.

Answer the following questions regarding the application process:

a) Describe the application process (including any application fees
charged by the Government agency or authority} for the programme
and provide a blank copy of the application form (translated, if
necessary).

Companies are required to submit the application for the
programme to MIDA, an agency under MITI as explained in
C1.1(g). To refer Attachment C-2 for the application form.

b) After an application is submitted, describe the procedures by which
an application is analysed and eventually approved or refused.

MIDA will evaluate the application based on information
submitted by the company and will ask for additional
information if needed. Upon completion of the evaluation, the
recommendation for approval or rejection will be deliberated in
an approval committee for final decision.

c) If the application is approved, provide the approval documents
together with any conditions or criteria subject to which the approval
is made.

Refer to Attachment C-3 (Example of Approval letter)
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If the application is refused, provide the refusal documents together
with the reasons for refusal.

Refer to Attachment C-4 (Example of Rejection letter)

C1.8 Answer the following questions regarding eligibility for and actual use of
the benefits provided under this programme.

a)

b)

d)

Is eligibility for, or actual use of this programme contingent,
whether solely or as one of several other conditions, upon export
performance? If so, please describe.

No, the eligibility is not based upon export performance.

Is eligibility for this programme contingent, whether solely or as
one of several other conditions, upon the use of domestic over
imported goods? If so, please describe.

No, the eligibility is not based upon the use of domestic over
imported goods.

Is eligibility for the subsidy limited to enterprises or industries
located within designated regions? If so, specify the enterprises or
industries and the designated regions.

No, the eligibility is not limited to enterprises or industries or |
group of enterprises or group of industries located within
designated regions.

Is eligibility limited, by law, to any enterprise or group of
enterprises, or to any industry or group of industries? If so,
describe and specify the eligible enterprises or industries.

No. Refer to answer in C1.1(h) and the programme is
applicable to all enterprises or industries.

C1.9 Respond to the following questions regarding the criteria governing the
eligibility for and receipt of any benefit under this programme.

a)

Describe the criteria governing the size of the benefit provided.
To refer answer in C1.1.

Provide a copy of any law, regulation or other official document
detailing these criteria.

Refer to Income Tax (Exemption) Order (No.11) 2006 [P.U.(A)
112/2006] (Attachment C-1).

If the eligibility criteria as listed in the applicable law, regulation or
other official documents are met, will the applicant always receive
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a benefit or is final approval contingent upon the Government
agency or authority that administers the programme?

Refer to answer in C1.1(g) and C1.7. The application will be
evaluated and recommended for approval or rejection, and
subsequently need to be deliberated at the approval
committee for final decision. Reasons for rejection can vary
from applicants who are not able to meet criteria stated above
and some other relevant criteria determined by the
Government.

d) Is the amount of the benefit provided exclusively determined by
established criteria found in the law, regulation or other official
document or does the Government agency or authority that
administers the programme determine the benefit amount?

Amount of the benefit is determined by the established law.

e) Provide any contractual agreements between the GOM and the
companies that are receiving the benefits under the programme
(e.g. loan contracts, grant contracts, etc.).

No contractual agreements between the GOM and the
companies receiving benefits under this programme.

C1.10 Provide a list by industry and by region of the companies that have
received benefits under this programme in the year the provision of
benefits was approved and in each of the years 2017, 2018, 2019, 2020
and the first half of 2021.

C1.11 How many applicants have received financial assistance/benefit and how
many applicants have been rejected in the year the financial
assistance/benefit was approved and in each of the years 2017, 2018,
2019, 2020 and the first half of 2021? Provide the main reasons why
applicants have been rejected.

N
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C1.12 Describe any anticipated changes in the ‘programme. Provide
documentation substantiating your answer. If the programme has been
terminated, state the last date that a company could apply for or claim
benefits under the programme. When is the last date that a company
could receive benefits under the programme?

Changes will be made to the programme as Malaysia is committed
to adopt the Forum on Harmful Tax Practices programme under the
OECD (Attachment C-5).

C1.13 If assistance under the programme was provided by an entity other than
a national, state or local Government entity, please respond to the
following questions:

None. This programme is only provided by the GOM’s department or
agency as outlined in C1.4 (Granting and Administrative
Authorities).

a) What is the legal status of the entity e.g. is it a separately
incorporated entity and/or a Government corporation, Government
lending institution, commercial entity?

b) Please explain how the entity was established and whether the
entity operates pursuant to statutes, decrees and/or regulations.
Please explain the relevant statute, decrees and regulations under
which the entity was established and operates;

c) What is the legal basis that governs the entity’s provision of
assistance under the programme? Please provide transiated
copies of the relevant legal measures.

d) Has the entity received any direct or indirect funding or support
from a Government entity? Please specify if the Government
provided any such direct or indirect funding for the purpose of
providing assistance under this programme.

e) Did the entity provide assistance under the programme pursuant to
specific guidelines and/or criteria under this programme? Please
describe those guidelines and/or criteria.

fy  Please provide the ownership structure of each such entity and
specify the amount of any direct or indirect Government ownership
during the investigation period (and for each year in which the
assistance was provided).

g) Please provide the translated annual report during the investigation

period (and for each year in which the assistance was provided) for
each such entity.

21



h)

PUBLIC RECORD

What are the core activities and functions of each entity that
provided the assistance under the programme?

Explain why the assistance under this programme was provided by
this entity rather than directly by the Government.
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C2 PREFERENTIAL TAX POLICIES (PROGRAMME 1: INCOME
TAX REDUCTIONS “PIONEER STATUS”)

In addition to the general questions at C1 above, please answer the following
specific questions in relation to any tax programmes.

If any of the companies listed in Appendix A or your response to Question B4
used any programme to take deductions from taxable income, to receive credit
towards taxes payable, to take exemptions from taxes owed, to reduce the tax
rate, to defer payment of taxes, to carry forward losses from previous tax years,
to use accelerated depreciation, or to benefit from other tax advantages on the
tax return filed during the investigation period, please respond to the following
guestions.

C2.1 Explain whether the assistance is a deduction from taxable income, a
credit towards taxes payable, an exemption from taxes owed, a reduction
in the tax rate, a deferral of taxes, a loss carry-forward from previous tax
years, accelerated depreciation, or other tax benefit.

The assistance is an exemption of statutory income.

C2.2 How do companies using this programme calculate the tax benefit they
claim? Please be specific and provide a sample calculation using a blank
tax form.
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If the company carried forward a loss from prior years and used that loss
to offset taxes due on the tax return filed during the investigation period,
demonstrate that this loss was not generated by use of any
countervailable tax programme.

The assistance is an exemption of statutory income, Therefore, if the
company experiences losses during the exemption period, no
exemption is given and the losses will be carried forward until it is
fully utilized from the statutory income. Any unutilised losses after
the exemption period can be carried forward up to a maximum 7
years of assessment.

If the programme involves a deferral of taxes owed, please provide the
amount and length of the deferral, and the details of any interest charged
on the deferral.

Not applicable for this programme.

If the tax assistance results in negative income for tax purposes, for
example through accelerated depreciation, is the company able to carry
forward this loss?

Not applicable for this programme.

For a programme that provides a reduction in the tax rate or an
exemption from taxes payable, please report the tax rate that was paid
under the programme and the tax rate that would have applied in
absence of the programme.

Not applicable for this programme.
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C1.1 Provide details of the programme including the following.

a)

b)

9)

Title of the programme;

Exemption of Income Equivalent to Capital Expenditure
Incurred.

Policy objective and/or purpose of the programme;

To encourage high impact, high value-added, and strategic
investments that can contribute to the future growth and
development of the economy.

Legislation under which the subsidy is granted,

Refer to Income Tax (Exemption) Order (No.12) 2006 [P.U.(A)
113/2006] (Attachment C-1).

Nature or form of the subsidy;

The exemption of income equivalent to capital expenditure
incurred is an allowance deducted from statutory income.

When the programme was established:;

2006.

Duration of the programme;

This is an on-going programme.

How the programme is administered and how it operates;

Companies are required to submit the applications for the
programme namely, the exemption of income equivalent to
capital expenditure incurred to MIDA, an agency under MITI.
The company is then required to establish the
commencement of ITA period which is on the incurrence of
the first capital expenditure duly certified by MIDA.
Subsequently, companies that were approved with the
programme will submit their claims to the IRB together with
their annual tax returns containing the calculation of claim
for the tax allowance.

Refer to Attachment C-2 for the application form.
Application form  can also be accessed at
https://investmalaysia.mida.gov.my.
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h) To whom and how the programme is provided; and

This programme may be granted to any company intending
to participate in high impact, high value-added, and strategic
investments that can contribute to the future growth and
development of the economy. The allowance is only given
on capital expenditure incurred on industrial buildings,
plant and machinery directly used.

i)  The eligibility criteria in order to receive benefits under the
programme.

i. Value added;

ii. Level of technology measured based on number of
Managerial, Technical and Supervisory (MTS) Index in
the company;

iii. Proposed product/activity should be listed in the
Promoted Products/ Activities; and

iv. Compliance with a specific amount of fixed asset
investment (excluding land cost) by specific time
period.

Provide translated copies in English of the decrees, laws and regulations
relating to the programme and any reports pertaining to the programme
published during or since the investigation period. Specify the sections
that govern the programme.

Refer to Income Tax (Exemption) Order (No.12) 2006 [P.U.(A)
113/2006] (Attachment C-1).

Provide copies together with translations in English of all legislative,
regulatory, administrative and public documents relating to this
programme.

Refer to Income Tax (Exemption) Order (No.12} 2006 [P.U.(A)
113/2006] (Attachment C-1).

Identify the GOM department or agency administering the programme.
Granting Authorities:

1) Secretary General of Treasury
Ministry of Finance Complex,
Precint 2, 62592 Putrajaya, Malaysia

2) Secretary General
Ministry of International and Trade Industry
MITI Tower No.7, Jalan Sultan Haji Ahmad Shah
50480 Kuala Lumpur, Malaysia
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Administrative Authorities:

1) Chief Executive Officer
Malaysian investment Development Authority (MIDA)
Level 30, MIDA Sentral
No. 5, Jalan Stesen Sentral 5
Kuala Lumpur Sentral
50470 Kuala Lumpur, Malaysia

2) Chief Executive Officer
Inland Revenue Board Malaysia
Menara Hasil, Level 17
Persiaran Rimba Permai, Cyber 8
63000 Cyberjaya, Selangor, Malaysia

C1.5 Identify and explain the types of records maintained by the relevant
Government or agency (e.g., accounting records, company-specific files,
databases, budget authorisations, etc.) regarding the programme.

The IRB maintains a database of approved companies (based on
companies' declaration)} and softcopies of companies' return form
as submission via e-filing is compulsory for all companies starting
from Year of Assessment 2014,

C1.6 Indicate which of the companies listed in Appendix A or your response to
Question B4 applied for, accrued, or received benefits under the

programme during the investigation period.

C1.7 Answer the following questions regarding the application process:

a)

Describe the application process (including any application fees
charged by the Government agency or authority) for the
programme and provide a blank copy of the application form
(translated, if necessary).

Companies are required to submit the applications for the
programme to MIDA, an agency under MITL. The company is
then required to establish the commencement period which is
on the incurrence of the first capital expenditure duly certified
by MIDA. Subsequently, companies that were approved with
the programme will submit their claims to the IRB together
with their annual tax returns containing the calculation of
claim for the tax allowance.

Refer to Attachment C-2 for the application form.
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After an application is submitted, describe the procedures by which
an application is analysed and eventually approved or refused.

MIDA will evaluate the application based on information
submitted by the company and will ask for additional
information if needed. Upon completion of the evaluation, the
recommendation for approval or rejection will be deliberated
at the approval committee for final decision.

If the application is approved, provide the approval documents
together with any conditions or criteria subject-to which the
approval is made.

Refer to Attachment C-3 (Example of Approval letter).

If the application is refused, provide the refusal documents
together with the reasons for refusal.

Refer to Attachment C-4 (Example of Rejection letter).

C1.8 Answer the following questions regarding eligibility for and actual use of
the benefits provided under this programme.

a)

b)

d)

Is eligibility for, or actual use of this programme contingent,
whether solely or as one of several other conditions, upon export
performance? If so, please describe.

No, the eligibility is not based upon export performance.

Is eligibility for this programme contingent, whether solely or as
one of several other conditions, upon the use of domestic over
imported goods? If so, please describe.

No, the eligibility is not based upon the use of domestic over
imported goods.

Is eligibility for the subsidy limited to enterprises or industries
located within designated regions? If so, specify the enterprises or
industries and the designated regions.

No, the eligibility is not limited to enterprise or industries or
group of enterprises or group of industries located within
designated regions.

Is eligibility limited, by law, to any enterprise or group of
enterprises, or to any industry or group of industries? If so,
describe and specify the eligible enterprises or industries.

No. Refer to answer in C1.1(h) and the programme is
applicable to all industries.
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C1.9 Respond to the following questions regarding the criteria governing the
eligibility for and receipt of any benefit under this programme.

a)

d)

Describe the criteria governing the size of the benefit provided.
Refer to item C1.1.

Provide a copy of any law, regulation or other official document
detailing these criteria.

Refer to Income Tax (Exemption) Order (No.12) 2006 [P.U.(A)
113/2006] (Attachment C-1).

If the eligibility criteria as listed in the applicable law, regulation or
other official documents are met, will the applicant always receive
a benefit or is final approval contingent upon the Government
agency or authority that administers the programme?

Refer to answer in C1.1{g) and C1.7. The application will be
evaluated and recommended for approval or rejection, and
subsequently it still need to be deliberated at the approval
committee for final decision. Reasons for rejection can vary
from applicants who are not able to meet the criteria stated
above and some other criteria set by the Government.

Is the amount of the benefit provided exclusively determined by
established criteria found in the law, regulation or other official
document or does the Government agency or authority that
administers the programme determine the benefit amount?

Amount of the benefit is determined by the established law.
Provide any contractual agreements between the GOM and the
companies that are receiving the benefits under the programme

(e.g., loan contracts, grant contracts, etc.).

No contractual agreements between the GOM and the
companies.

C1.10 Provide a list by industry and by region of the companies that have

received benefits under this programme in the year the provision of
benefits was approved and in each of the years 2017, 2018, 2019, 2020
and the first half of 2021.
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C1.11 How many applicants have received financial assistance/benefit and how
many applicants have been rejected in the year the financial
assistance/benefit was approved and in each of the years 2017, 2018,
2019, 2020 and the first half of 2021? Provide the main reasons why
applicants have been rejected.

C1.12 Describe any anticipated changes in the programme. Provide
documentation substantiating your answer. If the programme has been
terminated, state the last date that a company could apply for or claim
benefits under the programme. When is the last date that a company
could receive benefits under the programme?

There are no anticipated changes to the programme.

C1.13 If assistance under the programme was provided by an entity other than
a national, state or local Government entity, please respond to the
following questions:

None. This programme is only provided by the GOM’s department or
agency as outlined in C1.4 (Granting and Administrative
Authorities).

a) What is the legal status of the entity eg. is it a separately
incorporated entity and/or a Government corporation, Government
lending institution, commercial entity?

b) Please explain how the entity was established and whether the
entity operates pursuant to statutes, decrees and/or regulations.
Please explain the relevant statute, decrees and regulations under
which the entity was established and operates;

c) What is the legal basis that governs the entity’s provision of
assistance under the programme? Please provide translated
copies of the relevant legal measures.

d) Has the entity received any direct or indirect funding or support
from a Government entity? Please specify if the Government
provided any such direct or indirect funding for the purpose of
providing assistance under this programme.



PUBLIC RECORD

Did the entity provide assistance under the programme pursuant to
specific guidelines and/or criteria under this programme? Please
describe those guidelines and/or criteria.

Please provide the ownership structure of each such entity and
specify the amount of any direct or indirect Government ownership
during the investigation period (and for each year in which the
assistance was provided).

Please provide the translated annual report during the investigation
period (and for each year in which the assistance was provided) for
each such entity.

What are the core activities and functions of each entity that
provided the assistance under the programme?

Explain why the assistance under this programme was provided by
this entity rather than directly by the Government.
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PREFERENTIAL TAX POLICIES (PROGRAMME 2:

INVESTMENT TAX ALLOWANCE)

In addition to the general questions at Error! Reference source not found.1
above, please answer the following specific questions in relation to any tax
programmes.

if any of the companies listed in Appendix A or your response to Question B4
used any programme 1o take deductions from taxable income, to receive credit
towards taxes payable, to take exemptions from taxes owed, to reduce the tax
rate, to defer payment of taxes, to carry forward losses from previous tax years,
to use accelerated depreciation, or to benefit from other tax advantages on the
tax return filed during the investigation period, please respond to the following
questions.

C21

C2.2

Explain whether the assistance is a deduction from taxable income, a
credit towards taxes payable, an exemption from taxes owed, a reduction
in the tax rate, a deferral of taxes, a loss carry-forward from previous tax
years, accelerated depreciation, or other tax benefit.

The programme is a deduction of statutory income. Qualifying
capital expenditure incurred in the basis period for a year of
assessment which is deducted from the statutory income. The
amount of allowance is either 60% or 100% of qualifying capital
expenditure incurred. The amount of allowance can be off-set either
70% or 100% of statutory income.

How do companies using this programme calculate the tax benefit they
claim? Please be specific and provide a sample calculation using a blank
tax form.
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If the company carried forward a loss from prior years and used that loss
to offset taxes due on the tax return filed during the investigation period,

demonstrate that this loss was not generated by use of any
countervailable tax programme.

The assistance is an allowance deducted from statutory income.
Therefore, if the company experiences losses, no deduction is given
and the allowance will be carried forward until it is fully utilised from
the statutory income.

If the programme involves a deferral of taxes owed, please provide the

amount and length of the deferral, and the details of any interest charged
on the deferral.

Not applicable for this programme.

If the tax assistance results in negative income for tax purposes, for
example through accelerated depreciation, is the company able to carry
forward this loss?

Not applicable for this programme.

For a programme that provides a reduction in the tax rate or an
exemption from taxes payable, please report the tax rate that was paid
under the programme and the tax rate that would have applied in
absence of the programme.

Not applicable for this programme.
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C1.1 Provide details of the programme including the following.

a)

e)

Title of the programme;

Double Deduction for Export Credit Insurance.

Policy objective and/or purpose of the programme;

The double deduction of export credit insurance premiums
aims to encourage Malaysian exporters to penetrate into
non-traditional markets.

Legislation under which the subsidy is granted,

Refer to Income Tax (Deductions of Premiums for Export
Credit Insurance) Rules 1985 (P.U.{A) 526/1985) made under
Section 154 of the Income Tax Act 1967 (Attachment C-6).
Nature or form of the subsidy;

The double deduction to arrive at adjusted income.

When the programme was established;

1985.

Duration of the programme;

This is an on-going programme.

How the programme is administered and how it operates;
Premium paid is in respect of export credit insurance
insured with a company approved by the Minister of
Finance. During the POR, Export Import Bank of Malaysia
Berhad (EXIM Bank) is the only approved insurance
company under this programme. This programme is
effective from year of assessment 1986 and subsequent

years of assessment. Any person is eligible to this
deduction.

Upon request by policyholder, EXIM Bank will issue a
certificate under Income Tax (Deduction for Export Credit
Insurance) Rules 1985 for policyholders to claim for double
deduction. Policyholder has to retain the certificate along
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with all official receipts issued by EXIM Bank to the IRB for
audit purposes.

h) To whom and how the programme is provided; and

This programme is available to all Malaysian incorporated
companies.

i) The eligibility criteria in order to receive benefits under the
programme.

i. A person conducting business activity; and
ii. The insurance company must be approved by the
Minister of Finance.

Provide translated copies in English of the decrees, laws and regulations
relating to the programme and any reports pertaining to the programme
published during or since the investigation period. Specify the sections
that govern the programme.

Refer to Income Tax (Deduction of Premiums for Export Credit
Insurance) Rules 1985 (P.U.(A) 526/1985) made under Section 154 of
the Income Tax Act 1967 (Attachment C-6).

Provide copies together with translations in English of all legislative,
regulatory, administrative and public documents relating to this
programme.

Refer to Income Tax (Deduction of Premiums for Export Credit
Insurance) Rules 1985 (P.U.(A) 526/1985) made under Section 154 of
the Income Tax Act 1967 (Attachment C-6).

Identify the GOM department or agency administering the programme.
Granting Authority:

Secretary General of Treasury

Ministry of Finance Complex

Precint 2, 62592 Putrajaya, Malaysia

Administrative Authority:

Chief Executive Officer

Inland Revenue Board Malaysia

Menara Hasil, Level 17

Persiaran Rimba Permai, Cyber 8
63000 Cyberjaya, Selangor, Malaysia
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C1.5 Identify and explain the types of records maintained by the relevant
Government or agency (e.g., accounting records, company-specific files,
databases, budget authorisations, etc.) regarding the programme.

The IRB maintains a database of approved companies (based on
companies’ declaration) and softcopies of companies' return form
as e-filing is compulsory for all companies starting from Year of
Assessment 2014.

C1.6 Indicate which of the companies listed in Appendix A or your response to

Question B4 applied for, accrued, or received benefits under the
programme during the investigation period.

C1.7 Answer the following questions regarding the application process:

a) Describe the application process (including any application fees
charged by the Government agency or authority) for the
programme and provide a blank copy of the application form
(translated, if necessary).

There is no application process for this programme. The
claims are made during submission of annual income tax
return (self-assessment).

b)  After an application is submitted, describe the procedures by which
an application is analysed and eventually approved or refused.

Not applicable as there is no application needed.

c) If the application is approved, provide the approval documents
together with any conditions or criteria subject to which the
approval is made.

Not applicable as there is no application needed.

d) If the application is refused, provide the refusal documents
together with the reasons for refusal.

Not applicable as there is no application needed.

C1.8 Answer the following questions regarding eligibility for and actual use of
the benefits provided under this programme.

a) Is eligibility for, or actual use of this programme contingent,
whether solely or as one of several other conditions, upon export
performance? If so, please describe.

No, the eligibility is not based upon export performance.

36



d)

PUBLIC RECORD

Is eligibility for this programme contingent, whether solely or as
one of several other conditions, upon the use of domestic over
imported goods? If so, please describe.

No, the eligibility is not based upon the use of domestic over
imported goods.

Is eligibility for the subsidy limited to enterprises or industries
located within designated regions? If so, specify the enterprises or
industries and the designated regions.

No, the eligibility is not limited to enterprise or industries or
group of enterprises or group of industries located within
designated regions.

Is eligibility limited, by law, to any enterprise or group of
enterprises, or to any industry or group of industries? If so,
describe and specify the eligible enterprises or industries.

No, it is applicable to all industries.

C1.9 Respond to the following questions regarding the criteria governing the
eligibility for and receipt of any benefit under this programme.

a)

b)

Describe the criteria governing the size of the benefit provided.

Actual amount claimed subject to the eligibility criteria.

Provide a copy of any law, regulation or other official document
detailing these criteria.

Refer to Income Tax (Deduction of Premiums for Export Credit
Insurance) Rules 1985 (P.U.(A) 526/1985) made under Section
154 of the Income Tax Act 1967 (Attachment C-6).

If the eligibility criteria as listed in the applicable law, regulation or
other official documents are met, will the applicant always receive
a benefit or is final approval contingent upon the Government
agency or authority that administers the programme?

The applicant will claim when the eligibility criteria are met

and IRB will ensure that the claims are in order during tax
audits.
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d) Is the amount of the benefit provided exclusively determined by
established criteria found in the law, regulation or other official
document or does the Government agency or authority that
administers the programme determine the benefit amount?

The amount of the benefit provided is exclusively determined
by established criteria found in the Income Tax {Deduction of
Premiums for Export Credit Insurance} Rules 1985 (P.U.(A)
526/1985) made under Section 154 of the Income Tax Act 1967
(Attachment C-6).

e) Provide any contractual agreements between the GOM and the
companies that are receiving the benefits under the programme
(e.g., loan contracts, grant contracts, etc.).

No contractual  agreements between the GOM and the
companies.

C1.10 Provide a list by industry and by region of the companies that have
received benefits under this programme in the year the provision of
benefits was approved and in each of the years 2017, 2018, 2019, 2020
and the first half of 2021.

C1.11 How many applicants have received financial assistance/benefit and how
many applicants have been rejected in the year the financial
assistance/benefit was approved and in each of the years 2017, 2018,
2019, 2020 and the first half of 2021? Provide the main reasons why
applicants have been rejected.

C1.12 Describe any anticipated changes in the programme. Provide
documentation substantiating your answer. If the programme has been
terminated, state the last date that a company could apply for or claim
benefits under the programme. When is the last date that a company
could receive benefits under the programme?

There are no anticipated changes to the programme.
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C1.13 If assistance under the programme was provided by an entity other than
a national, state or local Government entity, please respond to the
following questions:

None. This programme is only provided by the GOM’s department or
agency as outlined in C1.4 (Granting and Administrative
Authorities).

a)

b)

d)

f)

What is the legal status of the entity e.g. is it a separately
incorporated entity and/or a Government corporation, Government
lending institution, commercial entity?

Please explain how the entity was established and whether the
entity operates pursuant to statutes, decrees and/or regulations.
Please explain the relevant statute, decrees and regulations under
which the entity was established and operates;

What is the legal basis that governs the entity's provision of
assistance under the programme? Please provide translated
copies of the relevant legal measures.

Has the entity received any direct or indirect funding or support
from a Government entity? Please specify if the Government
provided any such direct or indirect funding for the purpose of
providing assistance under this programme.

Did the entity provide assistance under the programme pursuant to
specific guidelines and/or criteria under this programme? Please
describe those guidelines and/or criteria.

Please provide the ownership structure of each such entity and
specify the amount of any direct or indirect Government ownership
during the investigation period (and for each year in which the
assistance was provided).

Please provide the translated annual report during the investigation
period (and for each year in which the assistance was provided) for
each such entity.

What are the core activities and functions of each entity that
provided the assistance under the programme?

Explain why the assistance under this programme was provided by
this entity rather than directly by the Government.
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C2 PREFERENTIAL TAX POLICIES (PROGRAMME 3: DOUBLE
DEDUCTIONS FOR EXPORT CREDIT INSURANCE)

In addition to the general questions at C1 above, please answer the following
specific questions in relation to any tax programmes.

If any of the companies listed in Appendix A or your response to Question B4
used any programme to take deductions from taxable income, to receive credit
towards taxes payable, to take exemptions from taxes owed, to reduce the tax
rate, to defer payment of taxes, to carry forward losses from previous tax years,
to use accelerated depreciation, or to benefit from other tax advantages on the
tax return filed during the investigation period, please respond to the following
questions.

- C2.1 Explain whether the assistance is a deduction from taxable income, a
credit towards taxes payable, an exemption from taxes owed, a reduction
in the tax rate, a deferral of taxes, a loss carry-forward from previous tax
years, accelerated depreciation, or other tax benefit.

A deduction to arrive at adjusted income,

C2.2 How do companies using this programme calculate the tax benefit they
claim? Please be specific and provide a sample calculation using a blank
tax form.
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If the company carried forward a loss from prior years and used that loss
to offset taxes due on the tax return filed during the investigation period,
demonstrate that this loss was not generated by use of any
countervailable tax programme.

The loss-making company can carry forward the business loss up
to a maximum of 7 years of assessment.

If the programme involves a deferral of taxes owed, please provide the

amount and length of the deferral, and the details of any interest charged
on the deferral.

Not applicable for this programme.

If the tax assistance results in negative income for tax purposes, for
example through accelerated depreciation, is the company able to carry
forward this loss?

Not applicable for this programme.

For a programme that provides a reduction in the tax rate or an
exemption from taxes payable, please report the tax rate that was paid
under the programme and the tax rate that would have applied in

absence of the programme.

Not applicable for this programme.
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C1.1 Provide details of the programme including the following.

a)

b)

d)

9)

h)

Title of the programme;

Double Deduction for Freight Charges from Sabah or
Sarawak

Policy objective and/or purpose of the programme;

To encourage products from Sabah and Sarawak to be
shipped to Peninsular Malaysia.

Legislation under which the subsidy is granted;

The Income Tax (Deduction for Freight Charges from Sabah
or Sarawak) Rules 2000 (P.U.(A) 50/2000) (Attachment C-7).

Nature or form of the subsidy;

Deduction to ascertain adjusted income.

When the programme was established;

2000.

Duration of the programme;

This is an on-going programme,

How the programme is administered and how it operates;

The ship freight charges incurred by manufacturers for the
shipment of their manufactured goods from Sabah or
Sarawak to any ports in Peninsular Malaysia is given double
deduction.

To whom and how the programme is provided; and

To any manufacturing companies located in Sabah or
Sarawak.

The eligibility criteria in order to receive benefits under the
programme.

Manufacturing companies located in Sabah or Sarawak.
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Provide translated copies in English of the decrees, laws and regulations
relating to the programme and any reports pertaining to the programme
published during or since the investigation period. Specify the sections
that govern the programme.

The Income Tax (Deduction for Freight Charges from Sabah or
Sarawak) Rules 2000 (P.U.(A) 50/2000) (Attachment C-7).

Provide copies together with translations in English of all legislative,
regulatory, administrative and public documents relating to this
programme.

The Income Tax (Deduction for Freight Charges from Sabah or
Sarawak) Rules 2000 (P.U.(A) 50/2000) (Attachment C-7).

Identify the GOM department or agency administering the programme.
Granting Authority:

Secretary General of Treasury
Ministry of Finance Complex
Precint 2, 62592 Putrajaya, Malaysia

Administrative Authority:

Chief Executive Officer

Inland Revenue Board Malaysia
Menara Hasil, Level 17

Persiaran Rimba Permai, Cyber 8
63000 Cyberjaya, Selangor, Malaysia

|dentify and explain the types of records maintained by the relevant
Government or agency (e.g., accounting records, company-specific files,
databases, budget authorisations, etc.) regarding the programme.

The IRB maintains a database of approved companies (based on
companies' declaration) and softcopies of companies’ return form
as e-filing is compulsory for all companies starting from Year of
Assessment 2014.

Indicate which of the companies listed in Appendix A or your response to

Question B4 applied for, accrued, or received benefits under the
programme during the investigation period.
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C1.7 Answer the following questions regarding the application process:

a)

b)

d)

Describe the application process (including any application fees
charged by the Government agency or authority) for the
programme and provide a blank copy of the application form
(translated, if necessary).

There is no application process for this programme. The
claims are made during submission of annual income tax
return (self-assessment).

After an application is submitted, describe the procedures by which
an application is analysed and eventually approved or refused.

Not applicable as there is no application needed.
If the application is approved, provide the approval documents

together with any conditions or criteria subject to which the
approval is made.

Not applicable as there is no application needed.

If the application is refused, provide the refusal documents
together with the reasons for refusal.

Not applicable as there is no application needed.

C1.8 Answer the following questions regarding eligibility for and actual use of
the benefits provided under this programme.

a)

Is eligibility for, or actual use of this programme contingent,
whether solely or as one of several other conditions, upon export
performance? If so, please describe.

No, the eligibility is not based upon export performance.
s eligibility for this programme contingent, whether solely or as
one of several other conditions, upon the use of domestic over

imported goods? If so, please describe.

No, the eligibility is not based upon the use of domestic over
imported goods.

Is eligibility for the subsidy limited to enterprises or industries
located within designated regions? If so, specify the enterprises or
industries and the designated regions.

Manufacturing companies located in Sabah or Sarawak.
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Is eligibility limited, by law, to any enterprise or group of
enterprises, or to any industry or group of industries? If so,
describe and specify the eligible enterprises or industries.

Manufacturing companies located in Sabah or Sarawak.

C1.9 Respond to the following questions regarding the criteria governing the
eligibility for and receipt of any benefit under this programme.

a)

b)

Describe the criteria governing the size of the benefit provided.

Actual amount claimed subject to the eligibility criteria.

Provide a copy of any law, regulation or other official document
detailing these criteria.

The Income Tax (Deduction for Freight Charges from Sabah or
Sarawak) Rules 2000 (P.U.(A) 50/2000) (Attachment C-7).

If the eligibility criteria as listed in the applicable law, regulation or
other official documents are met, will the applicant always receive
a benefit or is final approval contingent upon the Government
agency or authority that administers the programme?

The applicant will claim when the eligibility criteria are met
and IRB will ensure that the claims are in order during tax
audits.

Is the amount of the benefit provided exclusively determined by
established criteria found in the law, regulation or other official
document or does the Government agency or authority that
administers the programme determine the benefit amount?

Not applicable.

The amount of the benefit provided is exclusively determined
by established criteria found in the Income Tax (Deduction for
Freight Charges from Sabah or Sarawak) Rules 2000 (P.U.(A)
50/2000) (Attachment C-7).

Provide any contractual agreements between the GOM and the
companies that are receiving the benefits under the programme
(e.g., loan contracts, grant contracts, etc.).

No contractual agreements between the GOM and the
companies.
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C1.10 Provide a list by industry and by region of the companies that have
received benefits under this programme in the year the provision of
benefits was approved and in each of the years 2017, 2018, 2019, 2020
and the first half of 2021.

C1.11 How many applicants have received financial assistance/benefit and how
many applicants have been rejected in the year the financial
assistance/benefit was approved and in each of the years 2017, 2018,
2019, 2020 and the first half of 2021? Provide the main reasons why
applicants have been rejected.

C1.12 Describe any anticipated changes in the programme. Provide
documentation substantiating your answer. If the programme has been
terminated, state the last date that a company could apply for or claim
benefits under the programme. When is the last date that a company
could receive benefits under the programme?

There are no anticipated changes to the programme.

- C1.13 If assistance under the programme was provided by an entity other than
a national, state or local Government entity, please respond to the
following questions:

None. This programme is only provided by the GOM’s department or
agency as outlined in C1.4 (Granting and Administrative
Authorities).

a) What is the legal status of the entity eg. is it a separately
incorporated entity and/or a Government corporation, Government
lending institution, commercial entity?

b) Please explain how the entity was established and whether the
entity operates pursuant to statutes, decrees and/or regulations.
Please explain the relevant statute, decrees and regulations under
which the entity was established and operates;
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What is the legal basis that governs the entity’s provision of
assistance under the programme? Please provide translated
copies of the relevant legal measures.

Has the entity received any direct or indirect funding or support
from a Government entity? Please specify if the Government
provided any such direct or indirect funding for the purpose of
providing assistance under this programme.

Did the entity provide assistance under the programme pursuant to
specific guidelines and/or criteria under this programme? Please
describe those guidelines and/or criteria.

Please provide the ownership structure of each such entity and
specify the amount of any direct or indirect Government ownership
during the investigation period (and for each year in which the
assistance was provided).

Flease provide the translated annuai report during the investigation
period (and for each year in which the assistance was provided) for
each such entity.

What are the core activities and functions of each entity that
provided the assistance under the programme?

Explain why the assistance under this programme was provided by
this entity rather than directly by the Government.
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C2 PREFERENTIAL TAX POLICIES (PROGRAMME 4: DOUBLE
DEDUCTION FOR FREIGHT CHARGES FROM SABAH OR
SARAWAK)

In addition to the general questions at C1 above, please answer the following
specific questions in relation to any tax programmes.

If any of the companies listed in Appendix A or your response to Question B4
used any programme to take deductions from taxable income, to receive credit
towards taxes payable, to take exemptions from taxes owed, to reduce the tax
rate, to defer payment of taxes, to carry forward losses from previous tax years,
to use accelerated depreciation, or to benefit from other tax advantages on the
tax return filed during the investigation period, please respond to the following
questions.

C2.1 Explain whether the assistance is a deduction from taxable income, a credit
towards taxes payable, an exemption from taxes owed, a reduction in the
tax rate, a deferral of taxes, a loss carry-forward from previous tax years,
accelerated depreciation, or other tax benefit.

A deduction to arrive at adjusted income

C2.2 How do companies using this programme calculate the tax benefit they
claim? Please be specific and provide a sample calculation using a blank
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C2.3 If the company carried forward a loss from prior years and used that loss to

C24

C2.5

offset taxes due on the tax return filed during the investigation period,
demonstrate that this loss was not generated by use of any countervailable
tax programme.

The loss-making company can carry forward the business loss up to
a maximum of 7 years of assessment.

If the programme involves a deferral of taxes owed, please provide the
amount and length of the deferral, and the details of any interest charged
on the deferral.

Not applicable for this programme.

If the tax assistance results in negative income for tax purposes, for
example through accelerated depreciation, is the company able to carry
forward this loss?

Not applicable for this programme,

C2.6 For a programme that provides a reduction in the tax rate or an exemption

from taxes payable, please report the tax rate that was paid under the
programme and the tax rate that would have applied in absence of the
programme.

Not applicable for this programme.
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C1.1 Provide details of the programme including the following.

a)

b)

Title of the programme;

Double Deduction for Insurance Premiums for Exporters
and Importers.

Policy objective and/or purpose of the programme;

The double deduction of this programme aims to encourage
companies to take insurance in order to secure the risks of
doing business.

l.egislation under which the subsidy is granted,;

The Income Tax (Deductions of Insurance Premiums
for Exporters) Rules 1995 [P.U(A) 79/1995]
(Attachment C-8);

Income Tax {(Deductions of Insurance Premiums for
Exporters) (Revocation) Rules 2012 - Revoke from
Year of Assessment 2016 (Attachment C-9);

The Income Tax (Deductions of Insurance Premiums
for Importers) Rules 1982 [P.U(A} 72/1982]
(Attachment C-10); and

Income Tax (Deduction of Insurance Premiums for
Importers){(Revocation) Rules 2012 - Revoke from
Year of Assessment 2016 (Attachment C-11).

Nature or form of the subsidy;

Deduction to ascertain adjusted income.

When the programme was established;

Double deduction of Insurance Premiums for
exporters - 1995

Double deduction of Insurance Premiums for
importers - 1982
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Duration of the programme;

Double deduction of insurance premiums for exporters and
importers were revoked in 2012 for the year of Assessment
2016 onwards.

How the programme is administered and how it operates;

Insurance premium paid in respect of cargo exported or
imported by a person, provided the risks are insured with
any insurance company incorporated in Malaysia. Any
person/company is eligible for this deduction. The company
makes the claim in the annual tax return for the respective
fiscal year (basis period). The company has to retain all
supporting receipts and documents for audit purposes by
the IRB.

To whom and how the programme is provided; and
Any person/company is eligible for this deduction.

The eligibility criteria in order to receive benefits under the
programme.

Any person who conducts business in Malaysia is eligible
for this deduction and the risks are insured with any
insurance company incorporated in Malaysia.

C1.2 Provide translated copies in English of the decrees, laws and regulations
relating to the programme and any reports pertaining to the programme
published during or since the investigation period. Specify the sections
that govern the programme.

iv.

The Income Tax (Deductions of Insurance Premiums for
Exporters) Rules 1995 [P.U(A) 79/1995] (Attachment C-8);

Income Tax (Deductions of Insurance Premiums for
Exporters) {Revocation) Rules 2012 - Revoke from Year of
Assessment 2016 {Attachment C-9);

The Income Tax (Deductions of Insurance Premiums for
Importers) Rules 1982 [P.U(A) 72/1982] (Attachment C-10); and

Income Tax (Deductions of Insurance Premiums for

Importers)(Revocation) Rules 2012 - Revoke from Year of
Assessment 2016 (Attachment C-11).
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C1.3 Provide copies together with translations in English of all legislative,
regulatory, administrative and public documents relating to this
programme.

i. The Income Tax (Deductions of Insurance Premiums for
Exporters) Rules 1995 [P.U(A) 79/1995] (Attachment C-8);

ii. Income Tax (Deductions of Insurance Premiums for
Exporters) (Revocation) Rules 2012 - Revoke from Year of
Assessment 2016 (Attachment C-9);

iii. The Income Tax (Deductions of Insurance Premiums for
Importers) Rules 1982 [P.U{A) 72/1982] (Attachment C-10}; and

iv. Income Tax (Deductions of Insurance Premiums for
Importers)(Revocation) Rules 2012 - Revoke from Year of
Assessment 2016 (Attachment C-11).

C1.4 Identify the GOM department or agency administering the programme.
Granting Authority:

Secretary General of Treasury
Ministry of Finance Complex
Precint 2, 62592 Putrajaya, Malaysia

Administrative Authority:

Chief Executive Officer

Inland Revenue Board Malaysia
Menara Hasil, Level 17

Persiaran Rimba Permai, Cyber 8
63000 Cyberjaya, Selangor, Malaysia

C1.5 Identify and explain the types of records maintained by the relevant
Government or agency (e.g., accounting records, company-specific files,
databases, budget authorisations, etc.) regarding the programme.

The IRB maintains a database of approved companies (based on
companies' declaration) and softcopies of companies' return form
as e-filing is compulsory for all companies starting from Year of
Assessment 2014.

C1.6 Indicate which of the companies listed in Appendix A or your response to
Question B4 applied for, accrued, or received benefits under the
programme during the investigation period.
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C1.7 Answer the following questions regarding the application process:

a)

b)

d)

Describe the application process (including any application fees
charged by the Government agency or authority) for the
programme and provide a blank copy of the application form
(translated, if necessary).

There is no application process for this programme. The
claims are made during submission of annual income tax
return (self-assessment).

After an application is submitted, describe the procedures by which
an application is analysed and eventually approved or refused.

Not applicable as there is no application needed.

If the application is approved, provide the approval documents
together with any conditions or criteria subject to which the
approval is made.

Not applicable as there is no application needed.

if the application is refused, provide the refusal documents
together with the reasons for refusal.

Not applicable as there is no application needed.

C1.8 Answer the following questions regarding eligibility for and actual use of
the benefits provided under this programme.

a)

b)

ls eligibility for, or actual use of this programme contingent,
whether solely or as one of several other conditions, upon export
performance? If so, please describe.

No, the eligibility is not based upon export performance.
[s eligibility for this programme contingent, whether solely or as
one of several other conditions, upon the use of domestic over

imported goods? [f so, please describe.

No, the eligibility is not based upon the use of domestic over
imported goods.

Is eligibility for the subsidy limited to enterprises or industries

located within designated regions? If so, specify the enterprises or
industries and the desighated regions.
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No, the eligibility is not limited to enterprise or industries or
group of enterprises or group of industries located within
designated regions.

Is eligibility limited, by law, to any enterprise or group of
enterprises, or to any industry or group of industries? If so,
describe and specify the eligible enterprises or industries.

No, it is applicable to all industries.

C1.9 Respond to the following questions regarding the criteria governing the
eligibility for and receipt of any benefit under this programme.

a)

Describe the criteria governing the size of the benefit provided.

Actual amount claimed subject to the eligibility criteria.

Provide a copy of any law, regulation or other official document
detailing these criteria.

i. The Income Tax (Deductions of Insurance Premiums for
Exporters) Rules 1995 [P.U(A) 79/1995] (Attachment C-8);

ii. Income Tax (Deductions of Insurance Premiums for
Exporters) (Revocation) Rules 2012 - Revoke from Year of
Assessment 2016 (Attachment C-9);

ili. The Income Tax (Deductions of Insurance Premiums for
Importers) Rules 1982 [P.U(A} 72/1982] (Attachment C-10};
and

iv. Income Tax (Deductions of Insurance Premiums for
Importers)(Revocation) Rules 2012 - Revoke from Year of
Assessment 2016 (Attachment C-11).

If the eligibility criteria as listed in the applicable law, regulation or
other official documents are met, will the applicant always receive
a benefit or is final approval contingent upon the Government
agency or authority that administers the programme?

The applicant will claim when the eligibility criteria are met
and IRB will ensure that the claims are in order during tax
audits.

Is the amount of the benefit provided exclusively determined by
established criteria found in the law, regulation or other official
document or does the Government agency or authority that
administers the programme determine the benefit amount?

Not applicable.
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e) Provide any contractual agreements between the GOM and the
companies that are receiving the benefits under the programme
(e.g., loan contracts, grant contracts, etc.).

No contractual agreements between the GOM and the
companies.

C1.10 Provide a list by industry and by region of the companies that have
received benefits under this programme in the year the provision of
benefits was approved and in each of the years 2017, 2018, 2019, 2020
and the first half of 2021.

C1.11 How many applicants have received financial assistance/benefit and how
many applicants have been rejected in the year the financial
assistance/benefit was approved and in each of the years 2017, 2018,
2019, 2020 and the first half of 20217 Provide the main reasons why
applicants have been rejected.

C1.12 Describe any anticipated changes in the programme. Provide
documentation substantiating your answer. If the programme has been
terminated, state the last date that a company could apply for or claim
benefits under the programme. When is the last date that a company
could receive benefits under the programme?

There are no anticipated changes to the programme,

- C1.13 If assistance under the programme was provided by an entity other than
a national, state or local Government enfity, please respond to the
following questions:

None. This programme is only provided by the GOM’s department or
agency as outlined in C1.4 (Granting and Administrative
Authorities).

a) What is the legal status of the entity e.g. is it a separately
incorporated entity and/or a Government corporation, Government
lending institution, commercial entity?
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Please explain how the entity was established and whether the
entity operates pursuant to statutes, decrees and/or regulations.
Please explain the relevant statute, decrees and regulations under
which the entity was established and operates;

What is the legal basis that governs the entity’s provision of
assistance under the programme? Please provide translated
copies of the relevant legal measures.

Has the entity received any direct or indirect funding or support
from a Government entity? Please specify if the Government
provided any such direct or indirect funding for the purpose of
providing assistance under this programme.

Did the entity provide assistance under the programme pursuant to
specific guidelines and/or criteria under this programme? Please
describe those guidelines and/or criteria.

Please provide the ownership structure of each such entity and
specify the amount of any direct or indirect Government ownership
during the investigation period (and for each year in which the
assistance was provided).

Please provide the translated annual report during the investigation
period (and for each year in which the assistance was provided) for
each such entity.

What are the core activities and functions of each entity that
provided the assistance under the programme?

Explain why the assistance under this programme was provided by
this entity rather than directly by the Government.
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C2 PREFERENTIAL TAX POLICIES (PROGRAMME 5: DOUBLE
DEDUCTIONS FOR INSURANCE PREMIUMS FOR EXPORTERS
AND IMPORTERS)

In addition to the general questions at C1 above, please answer the following
specific questions in relation to any tax programmes.

If any of the companies listed in Appendix A used the programme to take
deductions from taxable income, to receive credit towards taxes payable, to take
exemptions from taxes owed, to reduce the tax rate, to defer payment of taxes,
to carry forward losses from previous tax years, to use accelerated depreciation,
or to benefit from other tax advantages on the tax return filed during the
investigation period, please respond to the following questions.

C2.1 Explain whether the assistance is a deduction from taxable income, a credit
towards taxes payable, an exemption from taxes owed, a reduction in the
tax rate, a deferral of taxes, a loss carry-forward from previous tax years,
accelerated depreciation, or other tax benefit.

A deduction to arrive at adjusted income.

C2.2 How do companies using this programme caiculate the tax benefit they
claim? Please be specific and provide a sample calculation using a blank
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C2.3 If the company carried forward a loss from prior years and used that loss to

C24

C2.5

offset taxes due on the tax return filed during the investigation period,
demonstrate that this loss was not generated by use of any countervailable
tax programme. '

The loss-making company can carry forward the business loss up to
a maximum of 7 years of assessment.

If the programme involves a deferral of taxes owed, please provide the
amount and length of the deferral, and the details of any interest charged
on the deferral.

Not applicable for this programme.

If the tax assistance results in negative income for tax purposes, for
example through accelerated depreciation, is the company able to carry
forward this loss?

Not applicable for this programme.

C2.6 For a programme that provides a reduction in the tax rate or an exemption

from taxes payable, please report the tax rate that was paid under the
programme and the tax rate that would have applied in absence of the
programme.

Not applicable for this programme.
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C1.1 Provide details of the programme including the foliowing.

a)

b)

d)

g)

Title of the programme;
Reinvestment Allowance (RA).
Policy objective and/or purpose of the programme;

To encourage reinvestment by a company or a person who
is in operation and resident in Malaysia that incurs capital
expenditure to expand, modernise, automate or diversify its
existing manufacturing and agricultural projects as stated
in Public Ruling 10/2020 (Attachment C-12) and Public
Ruling 11/2020 (Attachment C-13).

Legislation under which the subsidy is granted,;

Please see Schedule 7A, Income Tax Act 1967 (Attachment
C-14).

Nature or form of the subsidy;

Where a company or a person qualifies to claim RA, RA
shall be given in respect of capital expenditure incurred in
the basis periods for fifteen (15) consecutive years of
assessment beginning from the year of assessment for the
basis period in which a claim for that RA is made by the
company or the person,

When the programme was established;

RA was established in 1980 under Schedule 7A Income Tax
Act 1967 (Attachment C-14).

Duration of the programme;

This is an on-going programme.

How the programme is administered and how it operates;

The IRB is responsible for the administration of this
programme. A company or a person is required to make the
claim for the incentive by completing a form and
substantiate the claims together with copies of supporting
documents pertaining to the capital expenditure incurred.
The original supporting documents have to be retained by
the company for audit purposes by the IRB. The claim can
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be made in the annual tax returns for the basis period in
which the capital expenditure is incurred.

h) To whom and how the programme is provided; and

This programme is eligible to all companies or any person
who fulfils the conditions as stated in paragraph C1.1(i).

i) The eligibility criteria in order to receive benefits under the
programme.

A company or a person resident in Malaysia is granted RA
upon fulfilling the following conditions:

i. the business has been in operation for not less than
thirty six (36) months; and

ii. the company or person has incurred in the basis
period for a year of assessment, capital expenditure
on a factory, plant or machinery used in Malaysia for
the purposes of a qualifying project.

C1.2 Provide translated copies in English of the decrees, laws and regulations
relating to the programme and any reports pertaining to the programme
published during or since the investigation period. Specify the sections
that govern the programme.

Refer to Schedule 7A, Income Tax Act 1967 (Attachment C-14).

C1.3 Provide copies together with translations in English of all legislative,
regulatory, administrative and public documents relating to this
programme.

Refer to Schedule 7A, Income Tax Act 1967 (Attachment C-14).
C1.4 Identify the GOM department or agency administering the programme.
Administrative Authority:

Chief Executive Officer

Inland Revenue Board Malaysia
Menara Hasil, Level 17

Persiaran Rimba Permai, Cyber 8
63000 Cyberjaya, Selangor, Malaysia

C1.5 Identify and explain the types of records maintained by the relevant

Government or agency (e.g., accounting records, company-specific files,
databases, budget authorisations, etc.) regarding the programme.
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The IRB is responsible for the administration of this programme. A
company or a person is required to make claims for the incentive by
completing a form and substantiate the claims together with copies
of supporting documents pertaining to the capital expenditure
incurred. The original supporting documents have to be retained by
the company for audit purposes by the IRB. The claim can be made
in the annual tax returns for the basis period in which the capital
expenditure is incurred.

Indicate which of the companies listed in Appendix A or your respbnse to
Question B4 applied for, accrued, or received benefits under the
programme during the investigation period.

Answer the following questions regarding the application process:

a) Describe the application process (including any application fees
charged by the Government agency or authority) for the
programme and provide a blank copy of the application form
(translated, if necessary).

There is no application process for this programme. The
person claims in the Income Tax Return Form under self-
assessment.

b)  After an application is submitted, describe the procedures by which
an application is analysed and eventually approved or refused.

Not applicable as there is no application needed.

¢} If the application is approved, provide the approval documents
together with any conditions or criteria subject to which the
approval is made.

Not applicable as there is no application needed.

d) If the application is refused, provide the refusal documents
together with the reasons for refusal.

Not applicable as there is no application needed.

Answer the following questions regarding eligibility for and actual use of
the benefits provided under this programme.

a) Is eligibility for, or actual use of this programme contingent,
whether solely or as one of several other conditions, upon export
performance? If so, please describe.

No, the eligibility is not based upon export performance.
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Is eligibility for this programme contingent, whether solely or as
one of several other conditions, upon the use of domestic over
imported goods? If so, please describe.

No, the eligibility is not based upon the use of domestic over
imported goods.

Is eligibility for the subsidy limited to enterprises or industries
located within designated regions? If so, specify the enterprises or
industries and the designated regions.

No, the eligibility is not limited to enterprise or industries or
group of enterprises or group of industries located within
designated regions.

Is eligibility limited, by law, to any enterprise or group of
enterprises, or to any industry or group of industries? If so,
describe and specify the eligible enterprises or industries.

No, it is applicable to all industries.

C1.2 Respond to the following questions regarding the criteria governing the
eligibility for and receipt of any benefit under this programme.

a)

b)

Describe the criteria governing the size of the benefit provided.

RA is available to a company or a person resident in Malaysia
carrying manufacturing activities and agriculture projects
which:

i. Has been in operation for not less than 36 months; and

ii. Has incurred in the basis period for a year of assessment
capital expenditure on a factory, plant or machinery used
in Malaysia for the purposes of a qualifying project
referred to in paragraph Schedule 7A of Income Tax Act
1967 (Attachment C-14).

Provide a copy of any law, regulation or other official document
detailing these criteria.

i. Public Ruling 10/2020 (Attachment C-12);
ii. Public Ruling 11/2020 (Attachment C-13); and
iii. Schedule 7A, Income Tax Act 1967 (Attachment C-14).

If the eligibility criteria as listed in the applicable law, regulation or
other official documents are met, will the applicant always receive
a benefit or is final approval contingent upon the Government
agency or authority that administers the programme?
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The applicant always receives a benefit if the eligibility criteria
as specified under Schedule 7A of Income Tax Act 1967 are
met.

d) Is the amount of the benefit provided exclusively determined by
established criteria found in the law, regulation or other official
document or does the Government agency or authority that
administers the programme determine the benefit amount?

The amount of benefit is as determined under Schedule 7A of
Income Tax Act 1967 (Attachment C-14).

e) Provide any cdntractual agreements between the GOM and the
companies that are receiving the benefits under the programme
{(e.9., loan contracts, grant contracts, etc.).

No contractual agreements between the GOM and the
companies.

C1.10 Provide a list by industry and by region of the companies that have
received benefits under this programme in the year the provision of
benefits was approved and in each of the years 2017, 2018, 2019, 2020
and the first half of 2021.

C1.11 How many applicants have received financial assistance/benefit and how
many applicants have been rejected in the year the financial
assistance/benefit was approved and in each of the years 2017, 2018,
2019, 2020 and the first half of 20217 Provide the main reasons why
applicants have been rejected.

C1.12 Describe any anticipated changes in the programme. Provide
documentation substantiating your answer. If the programme has been
terminated, state the last date that a company could apply for or claim
benefits under the programme. When is the last date that a company
could receive benefits under the programme?

There are no anticipated changes to the programme.
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C1.13 If assistance under the programme was provided by an entity other than
a national, state or local Government entity, please respond to the
following questions:

None as the programme is only provided by the GOM’s department
or agency as outlined in C1.4 (Administrative Authority).

a)

What is the legal status of the entity e.g. is it a separately
incorporated entity and/or a Government corporation, Government
lending institution, commercial entity?

Please explain how the entity was established and whether the
entity operates pursuant to statutes, decrees and/or regulations.
Please explain the relevant statute, decrees and regulations under
which the entity was estabiished and operates;

What is the legal basis that governs the entity's provision of
assistance under the programme? Please provide translated
copies of the relevant legal measures.

Has the entity received any direct or indirect funding or support
from a Government entity? Please specify if the Government
provided any such direct or indirect funding for the purpose of
providing assistance under this programme.

Did the entity provide assistance under the programme pursuant to
specific guidelines and/or criteria under this programme? Please
describe those guidelines and/or criteria.

Please provide the ownership structure of each such entity and
specify the amount of any direct or indirect Government ownership
during the investigation period (and for each year in which the
assistance was provided).

Please provide the translated annual report during the investigation
period (and for each year in which the assistance was provided) for
each such entity.

What are the core activities and functions of each entity that
provided the assistance under the programme?

Explain why the assistance under this programme was provided by
this entity rather than directly by the Government.
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C2 PREFERENTIAL TAX POLICIES (PROGRAMME 6:
REINVESTMENT ALLOWANCE)

In addition to the general guestions at Error! Reference source not found.
above, please answer the following specific questions in relation to any tax
programmes.

If any of the companies listed in Appendix A or your response to Question B4
used any programme to take deductions from taxable income, to receive credit
towards taxes payable, to take exemptions from taxes owed, to reduce the tax
rate, to defer payment of taxes, to carry forward losses from previous tax years,
to use accelerated depreciation, or to benefit from other tax advantages on the
tax return filed during the investigation period, please respond to the following
guestions.

C2.1 Explain whether the assistance is a deduction from taxable income, a
credit towards taxes payable, an exemption from taxes owed, a reduction
in the tax rate, a deferral of taxes, a loss carry-forward from previous tax
years, accelerated depreciation, or other tax benefit.

RA is given to a company or a person at a rate of 60% on the capital
expenditure incurred in the basis period for a year of assessment
which is deducted from 70% of statutory income.

Any RA unutilised in the basis period in which the capital
expenditure was incurred can be carried forward up to a maximum 7
years of assessment after the end of the qualifying period.

C2.2 How do companies using this programme calculate the tax benefit they
' claim? Please be specific and provide a sample calculation using a blank
tax form.

65



c2.3

C2.4

C2.5

C2.6

PUBLIC RECORD

If the company carried forward a loss from prior years and used that loss
to offset taxes due on the tax return filed during the investigation period,
demonstrate that this loss was not generated by use of any
countervailable tax programme.

The loss making company can carry forward the business loss
deduction up to a maximum of 7 years of assessment.

If the programme involves a deferral of taxes owed, please provide the
amount and length of the deferral, and the details of any interest charged
on the deferral.

Not applicable for this programme.

If the tax assistance results in negative income. for tax purposes, for
example through accelerated depreciation, is the company able to carry
forward this loss?

The assistance is an allowance deducted from statutory income.
Therefore, if the company experience losses, no deduction is given
and the allowance will be carried forward up to a maximum 7 years
of assessment after the end of the qualifying period.

For a programme that provides a reduction in the tax rate or an
exemption from taxes payable, please report the tax rate that was paid
under the programme and the tax rate that would have apptied in
absence of the programme.

The standard corporate tax rate under Subparagraph 2(a) of
Schedule 1, ITA will be applicable with or without the programme.
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DECLARATION

The undersigned certifies that all information supplied herein in response to the
questionnaire (including any data supplied in an electronic format) is complete
and correct to the best of his/her knowledge and belief.

M
QN}!;M!MQJ\ M e

Date Signaturé of authorised
official

I_\iam\e o? authorised official

Trade Practices Sectior )
Ministry of international Trade & Industry
Malaysia

ed official

Title of authouris
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Throughout this questionnaire certain words and terminology have been used
and they have the following meanings:

Associated Persons and/or Companies
Persons shall be deemed to be associates of each other if:
(a) both being natural persons:

(i) they are connected by a blood relationship or by marriage or
adoption; or

(ify one of them is an officer or director of a body corporate
controlled, directly or indirectly, by the other;

{b) both being bodies corporate:

(i) both of them are controlled, directly or indirectly, by a third
person (whether or not a body corporate); or

(ii) both of them together control, directly or indirectly, a third body
corporate; or

(iii) the same person (whether or not a body corporate) is in a
position to cast, or control the casting of, 5% or more of the
maximum number of votes that might be cast at a general meeting
of each of them; or

{c) one of them, being a body corporate, is, directly or indirectly,
controlled by the other (whether or not a body corporate); or

(d) one of them, being a natural person, is an employee, officer or director
of the other (whether or not a body corporate); or

(e) they are members of the same partnership.
Enterprise

“Enterprise” includes a group of enterprises, an industry and a group of
industries.

Foreign Invested Enterprise (FIE)
An FIE may be:
1. Malaysian-foreign equity joint venture:
Joint venture between a Malaysian company, enterprise, or other

business organisation and a foreign company, enterprise, business
organisation or individual set up in the form of a Malaysian limited liability

: company.
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The characteristics of a Malaysian-foreign equity joint venture are joint
investment, joint operation, and the participants share profits, risks and
losses in proportion to their respective contributions to the registered
capital of the joint venture.

The proportion of the investment by the foreign party is no less than 25%
in the registered capital of equity joint venture.

2. Malaysian-foreign contractual joint venture:

A joint venture established between foreign enterprises and other
economic organisations or individuals, and Malaysian enterprises or other
economic organisations within the territory of Malaysia. The rights and
obligations of each party are determined in accordance with the
agreement specified in the contractual joint venture contract. The
investment or conditions for cooperation contributed by the Malaysian
and foreign parties may be provided in cash or in kind, or may include the
right to the use of land, industrial property rights, non-patent technology
or other property rights.

3. Wholly foreign owned enterprises:

A wholly foreign owned enterprise is established by foreign enterprises
and other economic organisations or by individuals pursuant to the
Malaysian laws within the territory of Malaysia. All of the wholly foreign
owned enterprise’s capital is invested by foreign investors. It may also be
referred to as a Foreign Enterprise (FE).

Government of Malaysia (GOM)

For the purposes of this questionnaire, GOM refers to all levels of
Government, i.e., central, provincial, regional, city, special economic
zone, municipal, township, village, local, legislative, administrative or
judicial, singuiar, collective, elected or appointed.

It also includes any person, agency, enterprise, or institution acting for,
on behalf of, or under the authority of any law passed by, the
Government of that country or that provincial, state or municipal or other
local or regional Government.

Programme(s)

The term “programme”, as used throughout this questionnaire in
reference to alleged subsidies, refers to broad categories of subsidies
that the Commission has reason to believe may be available to exporters
of the goods.

In this regard, the term “programme” as used in this questionnaire should
not be taken to necessarily refer to formal programmes maintained by the
GOM, nor should it be taken to refer to one specific subsidy. Rather,
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‘programme” as used in this questionnaire can refer to informal subsidies
provided by the GOM, and can also refer to multiple individual, albeit
similar, subsidies.

Economic Zone

Refers to a Special Economic Area, Economic and Technical
Development Zone, Bonded Zone, Export Processing Zone, High
Technology Industrial Development Zone, or any other designated area
where benefits from the GOM (including central, provincial, municipal or
county Government) accrue to a company because of being located in
such an area.

State Invested Enterprises (SIE)

For the purposes of this questionnaire, SIE refers to any company or
enterprise that is wholly or partially owned by the GOM as defined above
(either through direct ownership or through association).

Subsidy
Subsidy, in respect of goods exported to Australia, means:

(a) a financial contribution:

(i) by a Government of the country of export or country of origin of the
goods; or

(ii) by a public body of that country or a public body of which that
Government is a member; or

(iii) by a private body entrusted or directed by that Government or public
body to carry out a Governmental function;

that involves:

(iv) a direct transfer of funds from that Government or body; or
(v) the acceptance of liabilities, whether actual or potential, by that
Government or body; or

- (vi) the forgoing, or non-coltection, of revenue (other than an allowable
exemption or remission) due to that Government or body; or
(vii) the provision by that Government or body of goods or services
otherwise than in the course of providing normal infrastructure; or
(viii) the purchase by that Government or body of goods or services; or

(b) any form of income or price support as referred to in Article XVI of the
General Agreement on Tariffs and Trade 1994 that is received from such a
Government or body;

if that financial contribution or income or price support confers a benefit
(whether directly or indirectly) in relation to the goods exported to Australia
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COMPANY
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ALUMAC INDUSTRIES SDN BHD

BIG DUTCHMAN INTERNATIONAL GMBH
BREEZWAY (MALAYSIA) SDN BHD

CLASSIC EMAS (SARAWAK) SDN BHD

CRYTAL GROUP ALUMINIUM EXTRUSION (M) SDN.BHD
EVERLAST ACCESS TECHNOLOGY SDN BHD
EVERPRESS ALUMINIUM INDUSTRIES SDN BHD
FOCUS MERCHANT MANAGEMENT SDN BHD
FRIGOTEC ENGINEERING & REFRIGERATION SDN BHD
GENESIS ALUMINIUM INDUSTRIES SDN BHD
KAMCO ALUMINIUM SDN.BHD.

LB ALUMINIUM BERHAD

LEADER UNIVERSAL ALUMINIUM SDN BHD

LTA MANUFACTURE AND TRADING

MILLEON EXTRUDER SDN BHD

NEW AGE ALUMINIUM INDUSTRIES SPN BHD
OPAL MACAO COMMERCIAL OFFSHORE LIMITED
PMB ALUMINIUM SDN BHD

PREMIUM ALUMINIUM (M) SDN BHD

PRESS METAL BERHAD

SAPA BUILDING SYSTEMS SOUTH EAST ASIA
SAPA SINGAPORE HOLDING PTE LTD

SELACO ALUMINIUM BERHAD

STARKEMP TRADING SDN BHD

SUPERB ALUMINIUM INDUSTRIES SDN. BHD.
TONG HEER ALUMINIUM INDUSTRIES SDN BHD
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LAWS OF MALAYSIA

Act 53

INCOME TAX ACT 1967

ARRANGEMENT OF SECTIONS

PART |

PRELIMINARY
Section
1. Short title and commencement

2. Interpretation

PART II

IMPOSITION AND GENERAL CHARACTERISTICS
OF THE TAX

3. Charge of income tax
3A.  (Deleted)
3B. Non-chargeability to tax in respect of offshore business activity
3c. (Deleted)

4. Classes of income on which tax is chargeable
4a.  Special classes of income on which tax is chargeable
48.  Non-business income

4c.  Gains or profits from a business arising from stock in trade parted with by any
element of compulsion

5. Manner in which chargeable income is to be ascertained
6. Rates of tax

6A. Tax rebate

68. (Deleted)

6c. (Deleted)
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Section

7. Residence: individuals

8. Residence: companies and bodies of persons

9. (Deleted)

10. (Deleted)

11. (Deleted)

12. Derivation of business income in certain cases

13. General provisions as to employment income
13a.  (Deleted)

14. General provisions as to dividend income

15. Derivation of interest and royalty income in certain cases
15A. Derivation of special classes of income in certain cases
158. Derivation of gains or profits in certain cases

16. Voluntary pensions, etc.

17. Derivation of pensions, etc.

PART III
ASCERTAINMENT OF CHARGEABLE INCOME
Chapter 1—Preliminary

18. Interpretation of Part 11l

19. Supplementary provisions for the interpretation of Part 111

Chapter 2—Basis years and basis periods

20. Basis years

21. Basis period of a person other than a company, limited liability partnership,
trust body or co-operative society

21A. Basis period of a company, limited liability partnership, trust body or
co-operative society

Chapter 3—Gross income

22. Gross income generally



Section
23.
24,
25.
26.
217.
28.

29.
30.
31.
32.

33.
34.
34A.
34B.

34c.
34p.
35.
36.

37.
38.
38a.
39.
40.
41,

Income Tax 5

Interpretation of sections 24 to 28

Basis period to which gross income from a business is related

Basis period to which gross income from an employment is related
Basis period to which gross income in respect of dividend is related
Basis period to which gross income in respect of interest, etc., is related

Basis period to which gross income not provided for by sections 24 to 27 is
related

Basis period to which income obtainable on demand is related
Special provisions applicable to gross income from a business
(Deleted)

Special provisions applicable to gross income from an employment

Chapter 4—Adjusted income and adjusted loss

Adjusted income generally
Special provisions applicable to adjusted income from a business
Special deduction for research and development expenditure

Special deduction for contribution to an approved research institute or
payment for use of services of an approved research institute or company

Special provision applicable to adjusted income from a discount or premium
Special deduction for expenditure on treasury shares
Stock in trade

Power to direct special treatment in the computation of business income in
certain cases

(Deleted)

Special provisions applicable to adjusted income from an employment
Limitation on deduction of entertainment expenses

Deductions not allowed

Adjusted loss

Ascertainment of adjusted income or adjusted loss from a business for an
accounting period



Section

42.

43.
44,
44,
44B.

45,
45A.
46.
46A.
468B.
47.
48.
49.
50.
51.

52.
53.
53a.
54,
54a.
548.
55.

Laws of Malaysia AcT 53

Chapter 5—Statutory income

Statutory income

Chapter 6—Aggregate income and total income

Aggregate income
Total income
Group relief for companies

Carry-back losses

Chapter 7—Chargeable income

Chargeable income and aggregation of husband’s and wife’s income
Deduction for husband

Deduction for individual and Hindu joint family

(Deleted)

Deduction for individual on interest expended

Deduction for wife or former wife

Deduction for children

Deduction for insurance premiums

Application of section 49 where husband and wife are living together

Deduction must be claimed

Chapter 8—Special cases

Modification of Part Il in certain special cases
Trade associations

Club, association or similar institution

Sea and air transport undertakings

Exemption of shipping profits

(Deleted)

Partnerships generally



Section
56.
57.
58.
59.
60.

60A.

60AA.
60AB.
60s8.
60c.
60D.
60E.
60F.
60FA.
60G.
60H.
601.
61.
61A.
62.
63.
63A.
63B.
63c.

63D.

64.
65.
65A.

Income Tax 7

Successive partnerships

Provisions applicable where partnership is a partner in another partnership
Income receivable by partnership otherwise than from partnership business
Partnership losses

Insurance business

Reinsurance: chargeable income, reduced rate and exempt dividend
Takaful business

Chargeable income of life fund subject to tax

(Deleted)

Banking business

(Deleted)

(Deleted)

Investment holding company

Investment holding company listed on Bursa Malaysia

Foreign fund management company

Closed-end fund company

Company that establishes special purpose vehicle

Trusts generally

Exemption of Real Estate Investment Trust of Property Trust Fund
Discretionary trusts

Trust annuities

Special deduction for qualifying capital expenditure

Special deduction for expenses

Special treatment on rent from the letting of real property of a Real Estate
Investment Trust or Property Trust Fund

Income of a unit trust from the letting of real property is not income from a
business

Estates under administration
Settlements

Co-operative Societies



Section
606.
67.
68.
69.
70.
71.
72.
73.
74.
75.

75A.

75B.
76.

7.

T7A.

778B.
7ic.
78.
79.
80.
8l
82.
82A.

Laws of Malaysia AcT 53
PART IV

PERSONS CHARGEABLE

Personal chargeability: general principle
Vicarious responsibility and chargeability
Power to appoint agent

Incapacitated persons

Non-residents

Masters of ships and captains of aircraft
Hindu joint families

Trustees

Executors

Companies and bodies of persons
Director’s liability

Limited liability partnership and business trust

Rulers and Ruling Chiefs
PART V

RETURNS

Return of income by a person other than a company, limited liability
partnership, trust body or co-operative society

Return of income by every company, limited liability partnership, trust body
or co-operative society

Amendment of return

Deduction of tax as final tax

Power to call for specific returns and production of books
Power to call for statement of bank accounts, etc.

Power of access to buildings and documents, etc.

Power to call for information

Duty to keep records and give receipts

Duty to keep documents for ascertaining chargeable income and tax payable



Section
83.

83A.
84.
85.
86.
87.
88.
89.

90.
91.
91A.
92.
93.
94.
95.
96.
96A.
97.
97A.

98.
99.
100.
101.
102.

Income Tax

Return by employer

Duty to furnish particulars of payment made to an agent, etc.
Return concerning persons other than the maker of the return
Return by occupiers

Return by partnership

Power to call for further return

Returns deemed to be made with due authority

Change of address

PART VI
ASSESSMENTS AND APPEALS
Chapter 1—Assessments

Assessments generally

Assessments and additional assessments in certain cases
Deemed assessment on the amended return

Advance assessments

Form and making of assessments

Record of assessments

Discharge of double assessments

Notice of assessment

Composite assessment

Finality of assessment

Notification of non-chargeability

Chapter 2—Appeals

The Special Commissioners and the Secretary
Right of appeal

Extension of time for appeal

Review by Director General

Disposal of appeals
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PART VII

COLLECTION AND RECOVERY OF TAX

Section
103. Payment of tax
103A. (Deleted)
104. Recovery from persons leaving Malaysia
105. Refusal of customs clearance in certain cases
106. Recovery by suit
107. Deduction of tax from emoluments and pensions
107A. Deduction of tax from contract payment
1078. Payment by instalments
107c. Estimate of tax payable and payment by instalments for companies
108. Non-deduction of tax from dividend
109. Deduction of tax from interest or royalty in certain cases
109A.  Application of sections 109 and 110 to income derived by a public entertainer
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LAWS OF MALAYSIA

Act 53

INCOME TAX ACT 1967

An Act for the imposition of income tax.

[Throughout Malaysia—28 September 1967]

ParT |
PRELIMINARY

Short title and commencement
1. (1) This Act may be cited as the Income Tax Act 1967.
(2) (Omitted).
(3) This Act shall have effect for the year of assessment 1968 and
subsequent years of assessment.
Interpretation
2. (1) Inthis Act, unless the context otherwise requires—

“adjusted income”, in relation to a source and a basis period, means
adjusted income ascertained in accordance with this Act;

“adjusted loss”, in relation to a source and a basis period, means
adjusted loss ascertained in accordance with this Act;

“aggregate income”, in relation to a person and a year of assessment,
means aggregate income ascertained in accordance with this Act;



16 Laws of Malaysia AcT 53

“amended return” means an amended return made in accordance with
section 778;

“approved loan” means—

(@) any loan or credit made to the Government, State
Government (including any loan or credit made to a person
other than the Government or State Government where the
loan or credit is guaranteed by the Government or State
Government), local authority or statutory body; or

(b) any loan or credit other than a loan or credit of the kind
specified in paragraph (a), made to a person pursuant to an
application received prior to 25 October 1996 where the
amount of such loan or credit exceeds two hundred and fifty
million ringgit,

by a person pursuant to an application received prior to 25 October 1996
not resident in Malaysia:

Provided that—

(i) the loan or credit has been approved by the Minister
of Finance; and

(i) the loan or credit agreement was executed in
Malaysia or where the loan or credit agreement with
the prior approval of the Minister was executed
outside Malaysia;

“approved operational headquarters company” has the meaning
assigned thereto by section 60E;

“approved scheme” means the Employees Provident Fund, private
retirement scheme or any pension or provident fund, scheme or society
approved by the Director General under section 150;

“assessment” means any assessment or additional assessment made
under this Act;
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“authorized officer” means, within the scope of his authority—

(a) an officer authorized by subsections 136(1) to (4) to exercise
any function of the Director General; or

(b) an officer authorized under subsection 136(5) to exercise or
assist in exercising any such function;

“basis period”, in relation to a person, a source of his and a year of
assessment, means such basis period, if any, as is ascertained in
accordance with section 21 or 21a;

“basis year” has the meaning assigned by section 20;

“body of persons” means an unincorporated body of persons (not
being a company), including a Hindu joint family but excluding a
partnership;

“building” includes any structure erected on land (not being plant or
machinery);

“business” includes profession, vocation and trade and every
manufacture, adventure or concern in the nature of trade, but excludes
employment;

“business trust” has the same meaning assigned to it in the Capital
Markets and Services Act 2007 [Act 671];

“Central Bank” means the Central Bank of Malaysia established
under section 3 of the Central Bank of Malaysia Act 2009 [Act 701];

“chargeable income” in relation to a person and a year of assessment,
means chargeable income ascertained in accordance with this Act;

“company’ means a body corporate and includes any body of persons
established with a separate legal identity by or under the laws of a
territory outside Malaysia and a business trust;
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“composite assessment” means a composite assessment made in
accordance with section 96a,;

“controlled company” means a company having not more than fifty
members and controlled, in the manner described by section 139, by
not more than five persons;

“co-operative society” means any co-operative society registered
under any written law relating to the registration of co-operative
societies in Malaysia;

“deferred annuity” means deferred annuity contracted on or after
1 January 2014 issued by insurers licensed under the Financial
Services Act 2013 [Act 758] or takaful operators registered under
the Islamic Financial Services Act 2013 [Act 759], and contains the
Retirement Saving Standards approved by the Central Bank;

“director”, in relation to a company, includes any person occupying
the position of director (by whatever name called), any person in
accordance with whose directions or instructions the directors are
accustomed to act and any person who—

(a) 1s a manager of the company or otherwise concerned in the
management of the company’s business;

(b) is remunerated out of the funds of that business; and

(c) is, either on his own or with one or more associates within
the meaning of subsection 139(7), the beneficial owner of
(or able directly or through the medium of other companies
or by any other indirect means to control) twenty per cent or
more of the ordinary share capital of the company (“ordinary
share capital” here meaning all the issued share capital of
the company, by whatever name called, other than capital
the holders whereof have a right to a dividend at a fixed rate
but have no other right to share in the profits of the
company);
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“Director General” means the Director General of Inland Revenue
referred to in section 134;

“employee”, in relation to an employment, means—

(a) where the relationship of master and servant subsists, the
servant;

(b) where that relationship does not subsist, the holder of the
appointment or office which constitutes the employment;

“employer”, in relation to an employment, means—

(a) where the relationship of master and servant subsists, the
master;

(b) where that relationship does not subsist, the person who
pays or is responsible for paying any remuneration to the
employee who has the employment, notwithstanding that
that person and the employee may be the same person acting
in different capacities;

“employment” means—

(@) employment in which the relationship of master and servant
subsists;

(b) any appointment or office, whether public or not and
whether or not that relationship subsists, for which
remuneration is payable;

“executor” means the executor, administrator or other person
administering or managing the estate of a deceased person;

“foreign tax” means any tax on income (or any other tax of
a substantially similar character) chargeable or imposed by or
under the laws of a territory outside Malaysia and in relation to
paragraph 132(4)(d) or section 132a includes other taxes of every kind
imposed by or under the laws of that territory;
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“Hindu joint family” means what in any system of law prevailing in
India is known as a Hindu joint family or coparcenary;

“husband who elects” means the husband who is referred to in
paragraph 45(2)(b);

“incapacitated person” means a minor or a person adjudged under
any law to be in a state of unsoundness of mind (however described);

“individual” means a natural person;

“Inland Revenue Board of Malaysia” means the Inland Revenue
Board of Malaysia established under the Inland Revenue Board of
Malaysia Act 1995 [Act 533];

“input tax” has the same meaning assigned to it in the *Goods and
Services Tax Act 2014 [Act 762];

“Labuan business activity” has the meaning assigned to it in the
Labuan Business Activity Tax Act 1990 [Act 445];

“Labuan company” means a Labuan entity as provided under
subsection 2B(1) of the Labuan Business Activity Tax Act 1990;

“lease” includes a sublease, a tenancy for three years or less and any
agreement for a lease or sublease;

“limited liability partnership” means a limited liability
partnership registered under the Limited Liability Partnerships Act
2012 [Act 743];

“Malaysia” means the territories of the Federation of Malaysia, the
territorial waters of Malaysia and the sea-bed and subsoil of the territorial
waters, and the airspace above such areas, and includes any area
extending beyond the limits of the territorial waters of Malaysia, and the
sea-bed and subsoil of any such area, which has been or may hereafter be

*NOTE—The Goods and Services Act 2014 [Act 762] has since been repealed by the Goods and Services
Tax (Repeal) Act 2018 [Act 805] which comes into operation on 1 September 2018-see section 3 of
Act 805.
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designated under the laws of Malaysia as an area over which Malaysia
has sovereign rights or jurisdiction for the purposes of exploring and
exploiting the natural resources, whether living or non-living;

“market value”, in relation to any thing, means the price which that
thing would fetch if sold in a transaction between independent persons
dealing at arm’s length;

“Minister” means the Minister for the time being charged with the
responsibility for finance;

“output tax” has the same meaning assigned to it in the Goods and
Services Tax Act 2014;

“partnership” means an association of any kind (including joint
adventures, syndicates and cases where a party to the association is
itself a partnership) between parties who have agreed to combine any
of their rights, powers, property, labour or skill for the purpose of
carrying on a business and sharing the profits therefrom, but excludes
a Hindu joint family although such a family may be a partner in a
partnership, a limited liability partnership and any association which
is established pursuant to a scheme of financing in accordance with the
principles of Syariah;

“permanent total disablement” has the same meaning assigned to it
in the Employees’ Social Security Act 1969 [Act 4];

“person” includes a company, a body of persons, a limited liability
partnership and a corporation sole;

“premises” means a building (or, where a building is divided into
separate parts used or capable of being used as separate residential flats
or otherwise as separate tenements, any one of those parts) and
includes—

(@) any other building or part of a building used or intended to
be used in conjunction therewith as domestic offices or for
some other ancillary purpose; and
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(b) any land attached thereto for use by way of amenity as
garden or grounds;

“prescribed” means prescribed by rules made under section 154
or, in relation to a form other than the form mentioned in
subsection 138(1), prescribed under section 152;

“private retirement scheme” means a retirement scheme approved by
the Securities Commission in accordance with the Capital Markets and
Services Act 2007 [Act 671];

“public entertainer” includes—

(@) a compere, model, circus performer, lecturer, speaker,
sportsperson, an artiste or individual exercising any
profession, vocation or employment of a similar nature; or

(b) an individual who uses his intellectual, artistic, musical,
personal or physical skill or character in,

carrying out any activity in connection with any purpose through live,
print, electronic, satellite, cable, fibre optic or other medium, for film
or tape, or for television or radio broadcast, as the case may be;

“rent” includes any sum paid for the use or occupation of any
premises or part thereof or for the hire of any thing;

“research and development” means any systematic, investigative and
experimental study that involves novelty or technical risk carried out
in the field of science or technology with the object of acquiring new
knowledge or using the results of the study for the production or
improvement of materials, devices, products, produce, or processes,
but does not include—

(a) quality control or routine testing of materials, devices or
products;

(b) research in the social sciences or the humanities;
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routine data collection;

(d) efficiency surveys or management studies;

(€)
(f)

@)

market research or sales promotion;

routine modifications or changes to materials, devices,
products, processes or production methods; or

cosmetic modifications or stylistic changes to materials,
devices, products, processes or production methods;

“resident” means resident in Malaysia for the basis year for a year of
assessment by virtue of section 7 or 8;

“royalty” includes any sums paid as consideration for, or derived

from—

(@)

(b)

(©)

(d)

the use of, or the right to use in respect of, any copyrights,
software, artistic or scientific works, patents, designs or
models, plans, secret processes or formulae, trademarks or
other like property or rights;

the use of, or the right to use, tapes for radio or television
broadcasting, motion picture films, films or video tapes or
other means of reproduction where such films or tapes
have been or are to be used or reproduced in Malaysia, or
other like property or rights;

the use of, or the right to use, know-how or information
concerning technical, industrial, commercial or scientific
knowledge, experience or skill;

the reception of, or the right to receive, visual images or
sounds, or both, transmitted to the public by—

(i) satellite; or

(if) cable, fibre optic or similar technology;
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(e) the use of, or the right to use, visual images or sounds, or
both, in connection with television broadcasting or radio
broadcasting, transmitted by—

(i) satellite; or
(if) cable, fibre optic or similar technology;

(f) the use of, or the right to use, some or all of the part of the
radiofrequency spectrum specified in a relevant licence;

(g) atotal or partial forbearance in respect of—

(i) the use of, or the granting of the right to use, any
such property or right as is mentioned in paragraph
(@) or (b) or any such knowledge, experience
or skill as is mentioned in paragraph (c);

(if) the reception of, or the granting of the right to
receive, any such visual images or sounds as are
mentioned in paragraph (d);

(iii) the use of, or the granting of the right to use, any
such visual images or sounds as are mentioned in
paragraph (e); or

(iv) the use of, or the granting of the right to use, some
or all such part of the spectrum specified in a
spectrum licence as is mentioned in paragraph (f);
or

(h) the alienation of any property, know-how or information
mentioned in paragraph (a), (b) or (c) of this definition;

“Secretary” means the Secretary to the Special Commissioners;
“Securities Commission” means the Securities Commission

established under section 3 of the Securities Commission Malaysia
Act 1993 [Act 498];
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“serious disease” means acquired immunity deficiency syndrome,
Parkinson’s disease, cancer, renal failure, leukemia or other similar
diseases;

“service director”, in relation to a company, means a director (not
being a person to whom, together with his associates within the
meaning of subsection 139(7), if any, there would be distributed, on
the distribution of a dividend by the company, more than five per cent
of the dividend) who is employed in the service of the company in a
managerial or technical capacity, and is not, either on his own or with
any associate within that meaning, the beneficial owner of (or able
directly or through the medium of other companies or by any other
indirect means to control) more than five per cent of the ordinary share
capital of the company (“ordinary share capital” here having the same
meaning as in the definition of “director” in this subsection);

“share”, in relation to a company, includes stock other than debenture
stock;

“source” means a source of income;

“Special Commissioners” means the Special Commissioners of
Income Tax referred to in section 98;

“statutory authority” means any authority or body established by or
under a written law (not being an authority or body established under
the *Companies Act 1965 [Act 125], or any written law of a
corresponding kind in force before the commencement of that Act in
any place comprised in Malaysia on 1 January 1968) to discharge any
functions of a public nature, including the provision of public utility
and similar services;

“statutory income”, in relation to a person, a source and a year of
assessment, means statutory income ascertained in accordance with
this Act;

“statutory order” means an order having legislative effect;

*NOTE—The Companies Act 1965 [Act 125] has since been repealed by the Companies Act 2016
[Act 777] which comes into operation on 31 January 2017-see subsection 620(1) of Act 777.
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“stock in trade”, in relation to a business, means property of any
description, whether movable or immovable, being either—

(@) property such as is sold in the ordinary course of the
business or would be so sold if it were mature or if its
manufacture, preparation or construction were complete; or

(b) materials such as are used in the manufacture, preparation
or construction of any such property as is referred to in
paragraph (a) of this definition,

and includes any work in progress;

“sukuk” has the same meaning assigned to it in the Capital Markets
and Services Act 2007;

“tax” means the tax imposed by this Act;

“total income”, in relation to a person and a year of assessment,
means total income ascertained in accordance with this Act;

“treasury share” means a share of a company that was previously
issued but was repurchased, redeemed or otherwise acquired by such
company and not cancelled,;

“trust body”, in relation to a trust, means the trust body provided for
by section 61,

“wife” means a woman who (whether or not she has gone through
any religious or other ceremony) is regarded by virtue of any law or
custom as the wife of a man or as one of his wives;

“wife who elects” means the wife who is referred to in
paragraph 45(2)(a);

“year of assessment”, subject to subsection (5), means calendar year.

(2) Any reference in this Act to income shall, if the income is not
described as being income of a particular kind, be construed as a
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reference to income generally or to gross, adjusted, statutory,
aggregate, total or chargeable income as the context and circumstances
may require.

(3) Unless the context otherwise requires, “payable for” and
“receivable for”, when used in this Act with reference to a period,
mean payable or receivable, as the case may be, for that period or any
part thereof.

(4) Where—

(a) two or more companies are related within the meaning of
section 6 of the “Companies Act 1965;

(b) acompany is so related to another company which is itself
so related to a third company;

(c) the same persons hold more than fifty per cent of the
shares in each of two or more companies; or

(d) each of two or more companies is so related to at least one
of two or more companies to which paragraph (c) applies,

all the companies in question are in the same group for the purposes of
this Act.

(5) References in this Act to a year or years of assessment shall be
construed (except where Schedule 9 provides otherwise) as references
to a year or years of assessment in relation to which this Act has effect
by virtue of subsection 1(3).

(6) For the purposes of this Act—

(@) the reference to tax in paragraph 79(e) shall be deemed to
include a reference to any tax imposed by any of the
repealed laws (“repealed laws” in this subsection having
the same meaning as in Schedule 9);

*NOTE—The Companies Act 1965 [Act 125] has since been repealed by the Companies Act 2016
[Act 777] which comes into operation on 31 January 2017-see subsection 620(1) of Act 777.
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(b) the reference to this Act in section 81, paragraph 116(c)
and section 153 shall be deemed to include references to
each of the repealed laws; and

(c) the reference to functions under this Act in paragraph
116(b) shall be deemed to include a reference to functions
under any of the repealed laws exercised by virtue of this
Act.

(7) Any reference in this Act to interest shall apply, mutatis
mutandis, to gains or profits received and expenses incurred, in lieu of
interest, in transactions conducted in accordance with the Syariah.

(8) Subject to subsection (7), any reference in this Act to the
disposal of an asset or a lease shall exclude any disposal of an asset or
lease by or to a person pursuant to a scheme of financing approved by
the Central Bank, the Labuan Financial Services Authority or the
Malaysia Co-operative Societies Commission, or approved or
authorized by, or lodged with, the Securities Commission as a scheme
which is in accordance with the principles of Syariah where such
disposal is strictly required for the purpose of complying with those
principles but which will not be required in any other schemes of
financing.

(9) Any reference—

(@) insubsection 107c(4A), to a company which has a paid-up
capital in respect of ordinary shares of two million five
hundred thousand ringgit and less at the beginning of the
basis period for a year of assessment; and

(b) in paragraph 2a of Schedule 1 and paragraph 19a of
Schedule 3, to a company which has a paid-up capital in
respect of ordinary shares of two million five hundred
thousand ringgit and less at the beginning of the basis
period for a year of assessment and gross income from
source or sources consisting of a business not exceeding
fifty million ringgit for the basis period for that year of
assessment,
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shall exclude a business trust and a company which is established for
the issuance of asset-backed securities in a securitization transaction
approved by the Securities Commission.

(10) Any reference in this Act to—

(@) “Labuan Offshore Business Activity Tax Act 1990” is
construed as reference to “Labuan Business Activity Tax
Act 19907,

(b) “Labuan Offshore Financial Services Authority” is construed
as reference to “Labuan Financial Services Authority”;

(c) “offshore business activity” is construed as reference to
“Labuan business activity”;

(d) “Offshore Companies Act 1990 is construed as reference
to “Labuan Companies Act 1990”; and

(e) “offshore company” is construed as reference to “Labuan
company’’.

(11) Inrelation to a business trust, any reference in this Act to shares
or ordinary share capital, shareholders and dividend shall be read as
including a reference to units or derivatives of units, unit holders and
distributions, respectively.

ParT Il

IMPOSITION AND GENERAL CHARACTERISTICS OF THE TAX
Charge of income tax

3. Subject to and in accordance with this Act, a tax to be known as
income tax shall be charged for each year of assessment upon the
income of any person accruing in or derived from Malaysia or received
in Malaysia from outside Malaysia.
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3A. (Deleted by Act 451).

Non-chargeability to tax in respect of offshore business activity

3B. Notwithstanding section 3, tax shall not be charged under this Act
on income in respect of an offshore business activity carried on by an
offshore company, other than an offshore company (in this Act
referred to as “chargeable offshore company”), which has made an
election under section 3a of the Labuan Offshore Business Activity
Tax Act 1990.

3c. (Deleted by Act 578).

Classes of income on which tax is chargeable

4. Subject to this Act, the income upon which tax is chargeable under
this Act is income in respect of—

(@) gains or profits from a business, for whatever period of
time carried on;

(b) gains or profits from an employment;
(c) dividends, interest or discounts;
(d) rents, royalties or premiums;

(e) pensions, annuities or other periodical payments not
falling under any of the foregoing paragraphs;

(f) gains or profits not falling under any of the foregoing
paragraphs.
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Special classes of income on which tax is chargeable

4a. Notwithstanding section 4 and subject to this Act, the income of
a person not resident in Malaysia for the basis year for a year of
assessment in respect of—

(i) amounts paid in consideration of services rendered by the
person or his employee in connection with the use of
property or rights belonging to, or the installation or
operation of any plant, machinery or other apparatus
purchased from, such persons;

(i) amounts paid in consideration of any advice given, or
assistance or services rendered in connection with the
management or administration of any scientific, industrial or
commercial undertaking, venture, project or scheme; or

(iii) rent or other payments made under any agreement or
arrangement for the use of any moveable property,

which is derived from Malaysia is chargeable to tax under this Act.

Non-business income

4. For the purpose of section 4, gains or profit from a business shall
not include any interest that first becomes receivable by a person in the
basis period for a year of assessment other than interest where
subsection 24(5) applies.

Gain or profits from a business arising from stock in trade parted
with by any element of compulsion

4c. For the purpose of paragraph 4(a), gains or profits from a business
shall include an amount receivable arising from stock in trade parted
with by any element of compulsion including on requisition or
compulsory acquisition or in a similar manner.
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Manner in which chargeable income is to be ascertained

5. (1) Subject to this Act, the chargeable income of a person upon
which tax is chargeable for a year of assessment shall be ascertained
in the following manner:

(@)

(b)

(©)

(d)

(e)

(f)

first, the basis period for each of his sources for that year shall
be ascertained in accordance with Chapter 2 of Part Ill;

next, his gross income from each source for the basis
period for that year shall be ascertained in accordance with
Chapter 3 of that Part;

next, his adjusted income from each source (or, in the
case of a source consisting of a business, his adjusted
income or adjusted loss from that source) for the basis
period for that year shall be ascertained in accordance
with Chapter 4 of that Part;

next, his statutory income from each source for that year
shall be ascertained in accordance with Chapter 5 of that
Part;

next, his aggregate income for that year and his total
income for that year shall be ascertained in accordance
with Chapter 6 of that Part; and

next, his chargeable income for that year shall be
ascertained in accordance with Chapter 7 of that Part.

(1a) For the purpose of ascertaining the chargeable income of a
person under subsection (1), any amount or income received by that
person which is subject to deduction of tax under section 109c, 109
or 109¢ shall be excluded.

(2) For the purposes of this Act, any income of a person from any
source or sources, and any adjusted loss of a person from any source
or sources consisting of a business, may be ascertained for any period
(including a year of assessment) notwithstanding that—
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(@) the person in question may have ceased to possess that
source or any of those sources prior to that period; or

(b) in that period that source or any of those sources may have
ceased to produce gross income or may not have produced
any gross income.

(3) (Deleted by Act 337).

(4) (Deleted by Act 337).

Rates of tax

6. (1) (a) Except where this subsection provides otherwise and
subject to section 64, income tax shall be charged for each
year of assessment upon the chargeable income of every
person for that year at the appropriate rate as specified in
Part | of Schedule I;

(b) subject to section 109 but notwithstanding any other
provisions of this Act, where—

(i) the income of a person not resident in Malaysia for
the basis year for a year of assessment consists of
interest (other than interest on an approved loan or
interest of the kind referred to in paragraph 33 of
Part 1, Schedule 6) or royalty derived from
Malaysia; or

(i1) the income of a person (other than a company) not
resident in Malaysia for the basis year for a year of
assessment consists of remuneration or other
income in respect of services performed or rendered
in Malaysia by a public entertainer,

income tax there on shall be charged at the appropriate rate
as specified in Part Il of Schedule 1;
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(Deleted by Act 451);

income tax shall be charged for each year of assessment
upon the chargeable income of every co-operative society
for that year at the appropriate rate as specified in Part IV
of Schedule 1;

subject to section 1098 but notwithstanding any other
provisions of this Act, income tax shall be charged for
each year of assessment upon the income of a person
charged under section 4a at the appropriate rate as
specified under Part V of Schedule 1;

subject to section 109c but notwithstanding any other
provisions of this Act, income tax shall be charged for each
year of assessment upon the income of an individual resident
in Malaysia which consists of interest (other than interest
exempt from tax under this Act or any order made thereto)
accruing in or derived from Malaysia and received from a
person referred to in subsection 109c(4) at the appropriate
rate as specified under Part VI of Schedule 1;

(Deleted by Act 624);

income tax shall be charged for each year of assessment
upon the chargeable income of a foreign fund management
company in relation to the source consisting of the
provision of fund management services to foreign
investors for that year at the appropriate rate as specified
in Part IX of Schedule 1,

subject to section 109p but notwithstanding any other
provisions of this Act, income tax shall be charged for
each year of assessment upon the income of a unit
holder other than a unit holder which is a resident
company which consists of income distributed by the
unit trust referred to in section 61A at the appropriate
rate as specified under Part X of Schedule 1 provided
that the rates specified under such Part shall apply, in
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respect of subparagraphs (a) and (c) of that Part for a
period of six years from the year of assessment 2020
and in respect of subparagraph (b) of that Part for the
year of assessment 2016 and subsequent years of
assessment;

() subject to the provision of section 109e but
notwithstanding any other provisions of this Act, income
tax shall be charged for each year of assessment upon the
income of a participant, other than a participant which is a
resident company, which consists of profits distributed or
credited by an operator referred to in section 60AA at the
appropriate rate as specified under Part XI of Schedule 1;

(k) subject to section 109r but notwithstanding any other
provisions of this Act, income tax shall be charged for
each year of assessment upon the income of a non-resident
person charged under paragraph 4(f) at the appropriate rate
as specified under Part X111l of Schedule 1;

() subject to section 109G but notwithstanding any other
provisions of this Act, income tax shall be charged for
a year of assessment upon the income of an individual
consisting of the total amount received in respect of
withdrawal from a deferred annuity or a private
retirement scheme where such withdrawal is made by
that individual before reaching the age of fifty-five
(other than by reason of permanent total disablement,
serious disease, mental disability, death, permanently
leaving Malaysia, healthcare or housing, for which such
withdrawal shall be in compliance with the criteria as set
out in the relevant guidelines of the Securities
Commission) at the appropriate rate as specified under
Part XV1 of Schedule 1.

(2) The Minister, where he is satisfied that it is the intention of the
Government to promote the introduction into the Dewan Rakyat of a
Bill to vary in any particular way the rates of tax, may by statutory
order declare those rates to be varied in that way; and, where he does
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so, then, subject to subsections (3) and (4), this Act shall have effect
as if those rates as so varied had come into force at the beginning of
the first year of assessment for which the Bill seeks to vary those rates.

(3) Every order made under subsection (2) shall be laid before the
Dewan Rakyat as soon as may be after it has been made and shall cease
to have effect—

(a) at the expiration of a period of three months (or such
longer period as may be specified by resolution of the
Dewan Rakyat) beginning on the date when the order was
made; or

(b) onthe coming into force (after the date when the order was
made) of an Act varying the rates of tax,

whichever first occurs.

(4) Where an order made under subsection (2) ceases to have effect
pursuant to subsection (3)—

(@) the amount of any tax which—

(i) has been charged by any assessment by reference to
the order; and

(if) is payable (whether or not it is due or due and
payable) but not paid at the date when the order
ceases to have effect,

shall be taken to be amended to the amount which would
have been payable if the order had not been made; and

(b) so much of any tax paid by any person in consequence of
the order as exceeds the tax payable under the law in force
immediately after the date when the order ceases to have
effect shall be repaid by the Director General if that
person—
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(i) makes a claim therefor in the prescribed form
within one year after that date; and

(if) furnishes to the Director General such further
particulars of the claim as the Director General may
require.

(5) Insubsections (2) and (3) any reference to rates of tax includes a
reference to the rate of any abatement specified under Schedule 1.

Tax rebate

6A. (1) Subject to this section, income tax charged for each year of
assessment upon the chargeable income of every individual resident
for the basis year for that year shall be rebated for that year of
assessment in accordance with subsections (2), (2a) and (3) before any
set off is made under section 110 and any credit is allowed under
section 132 or 133.

(2) A rebate shall be granted for a year of assessment in the
following amounts:

(@)

(b)

(©)

four hundred ringgit in the case of an individual who has
been allowed a deduction under paragraph 46(1)(a) for
that year of assessment where his chargeable income for
that year of assessment does not exceed thirty-five
thousand ringgit;

four hundred ringgit in the case of an individual who has
been allowed a deduction under subsection 47(1) or (2) for
that year of assessment where his chargeable income for
that year of assessment does not exceed thirty-five
thousand ringgit;

four hundred ringgit in the case of a wife who has been
allowed a deduction under section 45a for that year of
assessment where her chargeable income for that year of
assessment does not exceed thirty-five thousand ringgit:
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Provided that where Part XIV or XV of Schedule 1 applies, thirty-
five thousand ringgit shall consist of chargeable income of that
individual from all sources.

(2a) A rebate shall be granted for a year of assessment in respect of
departure levy which is charged and levied under the Departure Levy
Act 2019 [Act 813] on any person who leaves Malaysia by air for the
purpose of performing umrah or other religious pilgrimage and shall
be evidenced by the boarding pass and—

(@) in the case of umrah, a copy of the visa issued by the
embassy of the Kingdom of Saudi Arabia; or

(b) in the case of any other religious pilgrimage, a written
verification by a religious body recognized by the
Committee for the Promotion of Inter Religious
Understanding and Harmony Among Adherents, Prime
Minister’s Department.

(28) For the purpose of subsection (2A), the rebate—

(@) shall be granted for not more than two times in respect of
the departure levy paid for the purpose of performing
umrah or other religious pilgrimage; and

(b) shall not be granted in respect of the departure levy paid
for the purpose of performing hajj.

(3) A rebate shall be granted for a year of assessment for any zakat,
fitran or any other Islamic religious dues payment of which is
obligatory and which are paid in the basis year for that year of
assessment to, and evidenced by a receipt issued by, an appropriate
religious authority established under any written law.

(3A) (Deleted by Act 661).
(4) Where the total amount of the rebate under subsections (2), (2a)

and (3) exceeds the income tax charged (before any such rebate) for
any year of assessment, the excess shall not be paid to the individual
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or available as a credit to set off his tax liability for that year of
assessment or any subsequent year.

68. (Deleted by Act 661).

6c. (Deleted by Act 719).

Residence: individuals

7. (1) For the purposes of this Act, an individual is resident in
Malaysia for the basis year for a particular year of assessment if—

(@)

(b)

he is in Malaysia in that basis year for a period or periods
amounting in all to one hundred and eighty two days or
more;

he is in Malaysia in that basis year for a period of less than
one hundred and eighty-two days and that period is linked
by or to another period of one hundred and eighty-two or
more consecutive days (hereinafter referred to in this
paragraph as such period) throughout which he is in
Malaysia in the basis year for the year of assessment
immediately preceding that particular year of assessment
or in that basis year for the year of assessment immediately
following that particular year of assessment:

Provided that any temporary absence from Malaysia—
(i) connected with his service in Malaysia and owing
to service matters or attending conferences or

seminars or study abroad;

(if) owing to ill-health involving himself or a member
of his immediate family; and

(iii) in respect of social visits not exceeding fourteen
days in the aggregate,
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shall be taken to form part of such period or that period, as
the case may be, if he is in Malaysia immediately prior to
and after that temporary absence;

he is in Malaysia in that basis year for a period or periods
amounting in all to ninety days or more, having been with
respect to each of any three of the basis years for the four
years of assessment immediately preceding that particular
year of assessment either—

(i) resident in Malaysia within the meaning of this Act
for the basis year in question; or

(i) in Malaysia for a period or periods amounting in all to
ninety days or more in the basis year in question; or

he is resident in Malaysia within the meaning of this Act
for the basis year for the year of assessment following that
particular year of assessment, having been so resident for
each of the basis years for the three years of assessment
immediately preceding that particular year of assessment.

(1a) For the purposes of subsection (1), an individual shall be
deemed to be in Malaysia for a day if he is present in Malaysia for part
of that day and in ascertaining the period for which he is in Malaysia
during any year, any day (within paragraphs 1(a) and (c) for which he
is in Malaysia shall be taken into account whether or not that day forms
part of a continuous period of days during which he is in Malaysia.

(18) Notwithstanding subsection (1), where a person who is a
citizen and—

(a) isemployed in the public services or service of a statutory

authority; and

(b) is not in Malaysia at any day in the basis year for that

particular year of assessment by reason of—
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(i) having and exercising his employment outside
Malaysia; or

(i1) attending any course of study in any institution
or professional body outside Malaysia which is
fully-sponsored by the employer,

he is deemed to be a resident for the basis year for that
particular year of assessment and for any subsequent basis
years when he is not in Malaysia.

(2) (Deleted by Act A226).

Residence: companies and bodies of persons

8. (1) For the purposes of this Act—

(@)

(b)

(©)

a Hindu joint family is resident in Malaysia for the basis
year for a year of assessment if its manager or karta is
resident for that basis year;

a company or a body of persons (not being a Hindu joint
family) carrying on a business is resident in Malaysia for
the basis year for a year of assessment if at any time during
that basis year the management and control of its business
or of any one of its businesses, as the case may be, are
exercised in Malaysia; and

any other company or body of persons (not being a Hindu
joint family) is resident in Malaysia for the basis year for
a year of assessment if at any time during that basis year
the management and control of its affairs are exercised in
Malaysia by its directors or other controlling authority.

(1a) Notwithstanding subsection (1), for the purposes of this Act —

(@)

a limited liability partnership carrying on a business is
resident in Malaysia for the basis year for a year of
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assessment if at any time during that basis year the
management and control of its business or of any one of
its businesses, as the case may be, are exercised in
Malaysia;

any other limited liability partnership is resident in
Malaysia for the basis year for a year of assessment if at
any time during that basis year the management and
control of its affairs are exercised in Malaysia by its
partners;

a business trust is resident in Malaysia for the basis year
for a year of assessment if the trustee manager of that
business trust is resident in Malaysia and a trustee
manager of a business trust is resident for the basis year
for a year of assessment if —

(i) the trustee manager in his capacity as such carries
on such business trust in Malaysia; and

(if) the management and control of the business of such
business trust is exercised in Malaysia.

(2) Ifitisshown that it has been established as between the Director
General and a company, limited liability partnership, business trust or
body of persons for any tax purpose that the company, limited liability
partnership, business trust or body was resident in Malaysia for the
basis year for any year of assessment, it shall be presumed until the
contrary is proved that the company, limited liability partnership,
business trust or body was resident in Malaysia for the purposes of this
Act for the basis year for every subsequent year of assessment.

9. (Deleted by Act A226).

10. (Deleted by Act A226).

11. (Deleted by Act 624).
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Derivation of business income in certain cases

12. (1) Where for the purposes of this Act it is necessary to ascertain
any gross income of a person derived from Malaysia from a business
of his, then—

(@) subject to subsection (2), so much of the gross income
from the business as is not attributable to operations of the
business carried on outside Malaysia shall be deemed to
be derived from Malaysia;

(b) notwithstanding paragraph (a), if the business consists
wholly or partly of the manufacturing, growing, mining,
producing or harvesting in Malaysia of any article,
product, produce or other thing—

(i) the gross income from any sale of the article,
product, produce or other thing taking place outside
Malaysia in the course of carrying on the business;
or

(if) where the article, product, produce or other thing is
exported in the course of carrying on the business
and subparagraph (i) does not apply, an amount
equal to the market value of the article, produce,
product or other thing at the time of its export,

shall be deemed to be gross income of that person derived
from Malaysia from the business.

(2) Where in the case of a business to which paragraph (1)(a)
applies—

(@) the business or a part thereof is carried on in Malaysia;
(b) any of the gross income of the business (from wherever

derived) consists of a dividend or interest to which
subsection 24(4) or (5) applies; and
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(c) the dividend or interest relates either—

(i) to a share, debenture, mortgage or other source
which forms or has formed part of the stock in trade
of the business or, where only part of the business
is carried on in Malaysia, of that part of the
business; or

(if) to a loan of the kind mentioned in subsection 24(5)
granted in the course of carrying on the business or
that part of the business, as the case may be,

so much of that gross income as consists of that dividend or interest
shall be deemed to be derived from Malaysia.

(3) Notwithstanding subsections (1) and (2), the income of a
person from a business that is attributable to a place of business in
Malaysia shall be deemed to be the gross income of that person derived
from Malaysia from the business.

(4) For the purpose of subsection (3), a place of business
includes—

(a) aplace of management;
(b) abranch;

(c) an office;

(d) afactory;

(e) aworkshop;

(f) awarehouse;

(g) a building site, or a construction, an installation or an
assembly project;

(h) afarm or plantation; and
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(i) amine, an oil or gas well, a quarry or any other place of
extraction of natural resources,

and without prejudice to the generality of the foregoing, a person shall
be deemed to have a place of business in Malaysia if that person—

(i)

(ii)

carries on supervisory activities in connection with a
building or work site, or a construction, an installation
or an assembly project; or

has another person acting on his behalf who—

(A) habitually concludes contracts, or habitually

(B)

(©)

plays the principal role leading to the conclusion
of contracts that are routinely concluded without
material modification;

habitually maintains a stock of goods or
merchandise in that place of business from
which such person delivers goods or
merchandise; or

regularly fills orders on his behalf.

General provisions as to employment income

13. (1) Gross income of an employee in respect of gains or profits
from an employment includes—

(@) any wages, salary, remuneration, leave pay, fee,

commission, bonus, gratuity, perquisite or allowance
(whether in money or otherwise) in respect of having or
exercising the employment;

(b) an amount equal to the value of the use or enjoyment by

the employee of any benefit or amenity (not being a
benefit or amenity convertible into money) provided for
the employee by or on behalf of his employer, excluding—
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(i) abenefit or amenity consisting of medical or dental
treatment or a benefit for child care;

(if) a benefit or amenity consisting of—

(A) leave passages including meals and
accommodation for travel within Malaysia
not exceeding three times in any calendar
year; or

(B) one leave passage for travel between
Malaysia and any place outside Malaysia in
any calendar year, limited to a maximum of
three thousand ringgit:

Provided that the benefit or amenity
enjoyed under this subparagraph is confined
only to the employee and members of his
immediate family;

(iii) a benefit or amenity used by the employee solely in
connection with the performance of his duties; and

(iv) a benefit or amenity falling under paragraph (c);

an amount in respect of the use or enjoyment by the
employee of living accommodation in Malaysia (including
living accommodation in premises occupied by his
employer) provided for the employee by or on behalf of
the employer rent free or otherwise;

so much of any amount (other than a pension, annuity or
periodical payment falling under paragraph 4(e)) received
by the employee, whether before or after his employment
ceases, from a pension or provident fund, scheme or
society not approved for the purpose of this Act as would
not have been so received if his employer had not made
contributions in respect of the employee to the fund,
scheme or society or its trustees; and
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any amount received by the employee, whether before or
after his employment ceases, by way of compensation for
loss of the employment, including any amount in respect
of—

(i) acovenant entered into by the employee restricting
his right after leaving the employment to engage in
employment of a similar kind; or

(i) any agreement or arrangement having the like
effect.

(1A) The total amount of gross income referred to in subsection (1),
where applicable, shall include any amount of output tax paid under
the Goods and Services Tax Act 2014 in connection with the gross
income which is borne by the employer.

(2) Gross income in respect of gains or profits from an
employment—

(@)

(b)

(©)

(d)

()

for any period during which the employment is exercised
in Malaysia;

for any period of leave attributable to the exercise of the
employment in Malaysia;

for any period during which the employee performs
outside Malaysia duties incidental to the exercise of the
employment in Malaysia;

for any period during which a person is a director of a
company and that company is resident in Malaysia for the
basis year for a year of assessment and within that basis
year that period or part of that period falls; or

for any period during which the employment is exercised
aboard a ship or aircraft used in a business operated by a
person who is resident in Malaysia for the basis year for a
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year of assessment and within that basis year that period
or part of that period falls,

shall be deemed to be derived from Malaysia.

(3) Gross income in respect of gains or profits from an employment
in the public services or the service of a statutory authority—

(a) for any period during which the employment is exercised
outside Malaysia; or

(b) for any period of leave attributable to the exercise of the
employment outside Malaysia,

shall be deemed to be derived from Malaysia if the employee is a
citizen.

(4) For the purposes of subsection (1) a benefit, amenity or living
accommodation provided for an employee as therein mentioned shall
be deemed to be used or enjoyed by the employee if it is used or
enjoyed by his spouse, family, servants, dependants or guests.

(5) Any question whether any gross income is gross income for a
period mentioned in subsection (2) shall be decided by applying the
appropriate provisions of Chapter 3 of Part Il as if that period were
the basis period for a year of assessment.

13A. (Deleted by Act 293).

General provisions as to dividend income

14. (1) Subjectto this section, where a company resident for the basis
year for a year of assessment pays, credits or distributes a dividend in
the basis period for that year of assessment, the dividend shall be
deemed to be derived from Malaysia.
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(2) Where a company resident for the basis year for a year of
assessment was not resident for the basis year for the year of
assessment immediately preceding that year of assessment, only
dividends paid, credited, or distributed by the company on or after the
day on which the management and control of any business of the
company (or, in the case of a company which does not carry on a
business, the management and control of its affairs by its directors or
other controlling authority) were first exercised in Malaysia in that
first-mentioned basis year shall be deemed to be derived from
Malaysia.

(3) Where—

(a) the management and control of the business of a company
(or, if it has more than one business, of all its businesses);
or

(b) in the case of a company which does not carry on a
business, the management and control of its affairs by its
directors or other controlling authority,

cease to be exercised in Malaysia in the basis year for a year of
assessment and the company is not resident for the basis year for the
year of assessment following that first-mentioned year of assessment,
dividends paid, credited or distributed in that first-mentioned basis
year after the cessation shall not be deemed to be derived from
Malaysia.

(4) Where a dividend consists of property other than money, that
dividend shall be taken to consist of an amount equal to the market
value of the property at the time of the distribution of the dividend.

Derivation of interest and royalty income in certain cases

15. Gross income in respect of interest or royalty shall be deemed to
be derived from Malaysia—
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(a) if responsibility for payment of the interest or royalty lies
with the Government, a State Government or a local
authority;

(b) (i) if responsibility for payment of the interest or royalty
in the basis year for a year of assessment (the
responsibility of any guarantor being disregarded in
the case of interest) lies with a person who is resident
for that basis year; and

(if) in the case of interest it is payable in respect of money
borrowed by that person and employed in or laid out on
assets used in or held for the production of any gross
income of that person derived from Malaysia or the
debt in respect of which the interest is paid is secured
by any property or asset situated in Malaysia; or

(c) ifthe interest or royalty is charged as an outgoing or expense
against any income accruing in or derived from Malaysia.

Derivation of special classes of income in certain cases

15A. Gross income in respect of—

(a) amounts paid in consideration of services rendered by a
person or his employee in connection with the use of
property or rights belonging to, or the installation or
operation of any plant, machinery or other apparatus
purchased from, such person;

(b) amounts paid in consideration of any advice given, or
assistance or services rendered in connection with the
management or administration of any scientific, industrial
or commercial undertaking, venture, project or scheme;

(c) rent or other payments made under any agreement or
arrangement for the use of any moveable property,

shall be deemed to be derived from Malaysia—
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(i) if responsibility for payment of the above or other
payments lies with the Government, a State
Government or a local authority;

(if) if responsibility for the payment of the above or
other payments lies with a person who is a resident
for that basis year; or

(iii) if the payment of the above or other payments is
charged as an outgoing or expense in the accounts
of a business carried on in Malaysia.

Derivation of gains or profits in certain cases

158. Gross income in respect of gains or profits to which
paragraph 4(f) applies shall be deemed to be derived from
Malaysia—

(a) if responsibility for the payment of such gains or profits
lies with the Government, a State Government or a local
authority;

(b) if responsibility for the payment of such gains or profits
lies with a person who is a resident for that basis year; or

(c) if the payment of such gains or profits is charged as an
outgoing or expense in the accounts of a business carried
on in Malaysia.

Voluntary pensions, etc.

16. Where any pension or other periodical payment is paid voluntarily
to any person who has permanently ceased to exercise an employment
(or to that person’s widow or widower, child, relative or dependant) by
his former employer or the successor of his former employer, there
shall be deemed to be a source of that person or of that person’s widow
or widower, child, relative or dependant, as the case may be, in respect
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of that pension or payment and that pension or payment shall be
deemed to be gross income from that source chargeable to tax.

Derivation of pensions, etc.

17. (1) Gross income in respect of a pension from the
Government or a State Government shall be deemed to be derived
from Malaysia.

(2) Where—
(a) aperson has aright to a pension or other like payment—
(i) from a pension fund or a fund of a similar kind,;

(if) under a pension scheme or a scheme of a similar
kind; or

(iii) by virtue of his membership of a pension society or
a society of a similar kind; and

(b) the forum of the administration of the fund, scheme or
society is in Malaysia at any time in the basis year for a
year of assessment,

the gross income for the basis period for that year of assessment in
respect of the pension or other like payment shall be deemed to be
derived from Malaysia.

(3) The gross income for the basis period for a year of
assessment from any source of the kind mentioned in section 16 or
in respect of a pension or other periodical payment to which
paragraph 4(e) applies shall be deemed to be derived from
Malaysia if the person paying that income was resident for the
basis year for that year of assessment:

Provided that this subsection shall not apply to a pension or other
payment to which subsection (1) or (2) applies.
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ParT Il
ASCERTAINMENT OF CHARGEABLE INCOME

Chapter 1 - Preliminary
Interpretation of Part 111
18. In this Part, unless the context otherwise requires—

“agriculture” means any form of cultivation of crops, animal
farming, aquaculture, inland fishing and any other agricultural or
pastoral pursuit;

“cargo” includes mail, currency, specie, livestock and all kinds of
goods;

“crops” includes any form of vegetable produce;

“defined value”, in relation to living accommodation provided for an
employee by or on behalf of his employer, means—

(a) where the accommodation is not affected by any written
law providing for the restriction or control of rents and the
person so providing the accommodation holds the
accommodation on lease the rent which is or would have
been paid if the accommodation is or had been
unfurnished and the lessor and lessee were independent
persons dealing at arm’s length;

(b) inany other case, the rateable value or, in the absence of a
rateable value, the economic rent;

“disabled person” means any individual certified in writing by the
Department of Social Welfare to be a disabled person;

“economic rent”, in relation to any premises or part of any premises,
means the rent at which those premises or that part might reasonably
be expected to be let if—
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(@) the lessor covenanted to pay the cost of fire insurance,
public rates and work of repair and maintenance (being
work which would normally be included in a covenant to
repair and maintain if such a covenant were entered into
by a lessor dealing at arm’s length); and

(b) any written law providing for the restriction or control of
rents were disregarded;

“entertainment” includes—

(@) the provision of food, drink, recreation or hospitality of
any kind; or

(b) the provision of accommodation or travel in connection
with or for the purpose of facilitating entertainment of the
kind mentioned in paragraph (a),

by a person or an employee of his, with or without any consideration
paid whether in cash or in kind, in promoting or in connection with a
trade or business carried on by that person;

“farm” means any land used for the purposes of agriculture;

“furniture” includes air-conditioning equipment and any fixture
which, if it were not a fixture, would be regarded as furniture;

“insurance” includes a takaful scheme pursuant to the *Takaful
Act 1984 [Act 312];

“licensed Malaysian offshore bank has the meaning assigned to it
by the Labuan Offshore Business Activity Tax Act 1990 [Act 445];

“mine” means a source of minerals over which mining operations
are, have been or may lawfully be carried on;

“minerals” means minerals and mineral substances (other than
mineral oils), and includes precious metals, precious stones and non-

*NOTE—The Takaful Act 1984 [Act 312] has since been repealed by the Islamic Financial Finance
Act 2013 [Act 759] which comes into operation on 30 June 2013—see section 282 of Act 759.
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precious minerals, but does not include common clay (other than
kaolin or bentonite), sand, sandstone or any sodium compound or any
other similar common mineral substance obtainable without
underground mining operations and not containing any precious metal
or precious stones in economically workable quantities;

“mining operations” includes every method or process by which
minerals are won or obtained;

“payroll tax” means any tax of that name imposed by a written law;

“premiums”, in relation to insurance, includes contributions or
instalments payable under a takaful scheme pursuant to the *Takaful
Act 1984;

“rateable value”, in relation to premises, means the annual value as
determined for rating purposes by the local rating authority, if any;

“replanting” means the replacement of the crop of any product on any
area of land by taking such action as is calculated to produce on the
same area a crop of the same product and includes reforestation of
timber;

“turnover tax” means any tax of that name imposed by a written law.

Supplementary provisions for the interpretation of Part 111

19. (1) A period overlaps another period for the purposes of this Part
if—
(a) it begins before and ends in or at the same time as or after
that other period; or

(b) it begins at the same time as or during that other period
and ends after that other period.

*NOTE—The Takaful Act 1984 [Act 312] has since been repealed by the Islamic Financial Finance Act
2013 [Act 759] which comes into operation on 30 June 2013-see section 282 of Act 759.
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(2) For the purposes of this Part, an individual and a wife of his shall
be treated as living together unless—

(@) they are separated under an order of a court or under a deed of
separation or a written agreement for separation; or

(b) they are in fact separated in such circumstances that the
separation is likely to be permanent.

(3) Where—

(@) it is necessary for the purposes of Chapter 4 to ascertain
the amount of any interest, rent or any payment of any
other kind which is payable for the basis period (or for a
part of the basis period) for a year of assessment; and

(b) the period for which the interest, rent or payment is
payable (in this subsection referred to as the relevant
period) overlaps that basis period,

the interest, rent or payment shall be taken to accrue evenly over the
relevant period, and so much of the interest, rent or payment as is thus
found to accrue during the period of the overlap shall be taken to be
the amount of the interest, rent or payment which is payable for that
basis period or that part of that basis period, as the case may be.

(4) Inthis Part a reference to—
(a) gross income or any other item receivable; or
(b) rent or any other sum payable,
is a reference to any gross income, other item, rent or other sum, as the
case may be, which is payable to the recipient, whether or not it is due

or due and payable.

(5) Any reference to this Part in section 18 or this section includes
a reference to Schedules 2, 3, 4 and 4s.
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(6) For the avoidance of doubt it is declared that, where a person
who is a partner in a partnership is not in fact personally engaged in
carrying on the business of that partnership, nothing in section 55, 56
or 57 shall cause that partner to be treated as being personally engaged
in his proprietorship or continuing proprietorship business in relation
to that partnership.

Chapter 2 —Basis years and basis periods

Basis years

20. For the purposes of this Act, the calendar year coinciding with a
year of assessment shall constitute the basis year for that year of
assessment.

Basis period of a person other than a company, limited liability
partnership, trust body or co-operative society

21. The basis year for a year of assessment shall constitute, in relation
to a source of a person other than a company, limited liability
partnership, trust body or co-operative society, the basis period for that
year of assessment.

Basis period of a company, limited liability partnership, trust body
Oor co-operative society

21A. (1) Except as provided in this section, the basis year for a year
of assessment shall constitute, in relation to a source of a company,
limited liability partnership, trust body or co-operative society, the
basis period for that year of assessment.

(2) Subject to subsections (5) and (6), where a company, limited
liability partnership, trust body or co-operative society has made up the
accounts of its operations for a period of twelve months ending on a
day other than 31 December in the basis year, that period shall
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constitute the basis period for that year of assessment for any of its
sources of income.

(3) Where the company, limited liability partnership, trust body or
co-operative society has made up the accounts of its operations for a
period of twelve months ending on a day in a basis year and there is a
failure to make up the accounts of the company, limited liability
partnership, trust body or cooperative society ending on the
corresponding day in the following basis year, the Director General
may direct that the basis period for the year of assessment in which the
failure occurs, or the basis periods for that year and the following year
of assessment, shall consist of a period or periods (which may be of
any length) as specified in the direction.

(3a) Where a company, limited liability partnership, trust body or
co-operative society has made up the accounts of its operations for a
period of twelve months ending on a day in a basis year and has failed
to make up its accounts ending on the corresponding day in the
following basis year (“hereinafter referred to as “the new accounts”),
the company, limited liability partnership, trust body or co-operative
society shall notify the Director General of such failure in the
prescribed form—

(@) in the case where the new accounts are made up ending
before the corresponding day, thirty days before the end
of the new accounts; or

(b) in the case where the new accounts are made up ending
after the corresponding day, thirty days before the
corresponding day.

(4) Subject to subsections (5) and (6), where a company, limited
liability partnership, trust body or co-operative society commences
operation on a day in a basis year for a year of assessment (hereinafter
referred to as the “first year of assessment”) and makes up its account —

(a) fora period of less than twelve months ending on a day in
that basis year, that period shall constitute the basis period
for the first year of assessment;
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(b) for any period of months ending on a day in the
immediately following basis year (hereinafter referred to
as the “second basis year”), that period shall constitute the
basis period for the year of assessment (hereinafter
referred to as the “second year of assessment”)
immediately following the first year of assessment, there
shall be no basis period in relation to any of its sources of
income for the first year of assessment; or

(c) for a period of more than twelve months ending on a day
in the basis year immediately following the second basis
year, that period shall constitute the basis period for the
year of assessment immediately following the second year
of assessment and there shall be no basis period in relation
to any of its sources of income for the first year of
assessment and the second year of assessment.

(5) Where a company commences operations and—

(@) is required under any law of the place of incorporation to
make up its accounts ending on a specified day; or

(b) being a company within a group of companies makes up
its accounts ending on the same day as that of all other
companies in that group,

the period which begins from the day the company commences
operations until the end of the accounting period of the company shall
constitute, for those operations of that company, the basis period for a
year of assessment.

(6) Where a company, limited liability partnership, trust body or co-
operative society on the day on which it commences a new operation
is already carrying on one or more operations, the basis period of the
existing operation or operations for a year of assessment in which that
day falls shall constitute for the new operation the basis period for that
year of assessment and there shall be no basis period for the new
operation for the year of assessment preceding that year.
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(7) In subsections (4) and (6), references to company, limited
liability partnership, trust body or co-operative society commencing to
carry on an operation shall be construed only as references to cases
where the company, limited liability partnership, trust body or co-
operative society in question commences to carry on—

(a) its own operations; or

(b) the operations of another company, limited liability
partnership, trust body or cooperative society being
operations not previously carried on by that other
company, limited liability partnership, trust body or
cooperative society or its agents.

(8) For the purposes of this section, “operations” in relation to a
company, limited liability partnership, trust body or co-operative
society means—

(a) anactivity which consists of the carrying on of a business;

(b) an activity which consists wholly in the making of
investments;

(c) an activity which consists of both the carrying on of a
business and the making of investments; or

(d) an activity which consists of the making of investments
prior to the commencement of a business or after the
cessation of a business.

Chapter 3—Gross income

Gross income generally

22. (1) Subjectto this Act, the gross income of a person from a source
of his for the basis period for a year of assessment shall be the gross
income from that source for that period ascertained in accordance with
the following provisions of this Chapter (that person and that period
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being referred to in those provisions as the relevant person and the
relevant period respectively).

(2) Subject to this Act, the gross income of a person from a source
of his for the basis period for a year of assessment shall include any
sums receivable or deemed to have been received for that basis period
in relation to that source by way of—

(@) insurance, indemnity, recoupment, recovery,
reimbursement or otherwise—

(1) where such sums are in respect of the kind of
outgoings and expenses deductible in ascertaining
the adjusted income of that person from that source;
or

(if) under a contract of indemnity; and
(b) compensation for loss of income from that source.

(c) (Deleted by Act 661).

Interpretation of sections 24 to 28
23. For the purposes of sections 24 to 28—

(a) areference to adebt is a reference to a debt in a liquidated
sum (whether or not due or due and payable);

(b) adividend deemed to be derived from Malaysia by virtue
of section 14 shall be treated as paid on the day on which
cash or its equivalent (whether in the form of a voucher,
cheque or otherwise) in respect of the dividend is posted
or delivered by or on behalf of the payer, and as distributed
in specie on the day on which it is posted or delivered by
or on behalf of the distributor;
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where any tax or foreign tax has been deducted in paying,
crediting or distributing any gross income, then, with
respect to that gross income, any reference in those
sections to gross income paid, credited or received shall be
taken to mean the amount of that gross income before the
deduction;

where any dividend deemed to be derived from Malaysia
by virtue of section 14 is paid or credited without
deduction of tax or is distributed in specie, the amount of
the gross income in respect of that dividend shall be taken
to be such an amount as, after deduction of tax at the rate
deductible at the date of payment, crediting or distribution,
would be equal to—

(i) the amount in fact paid;
(if) the amount in fact credited; or

(iii) the market value of the dividend at the date of
distribution,

as the case may be.

Basis period to which gross income from a business is related

24. (1) Where in the relevant period a debt owing to the relevant
person arises in respect of—

(@)

(b)

any stock in trade sold in or before the relevant period in
the course of carrying on a business;

(aa) any stock in trade parted with by any element of compulsion

including on requisition or compulsory acquisition or in a
similar manner, in or before the relevant period;

any services rendered or to be rendered at any time in the
course of carrying on a business; or
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(c) the use or enjoyment of any property dealt or to be dealt
with at any time in the course of carrying on a business,

the amount of the debt shall be treated as gross income of the relevant
person from the business for the relevant period.

(1) Except where subsection (1) applies, where in the relevant
period, any sum is received by a relevant person in the course of
carrying on a business in respect of any services to be rendered or the
use or enjoyment of any property to be dealt with in the relevant period
or in any following basis period, the sum shall be treated as the gross
income of the relevant person from the business for the relevant period
the sum is received notwithstanding that no debt is owing to the
relevant person in respect of such services or such use or enjoyment.

(2) Where in the relevant period any stock in trade of a business of
the relevant person is—

(@) withdrawn for his own use; or

(b) withdrawn (otherwise than on requisition or compulsory
acquisition or in a similar manner) without any
consideration being received therefor or for a
consideration consisting of—

(i) any property not being either a debt owing to the
relevant person or a sum in cash or the equivalent
of cash;

(if) any such property together with a debt owing to the
relevant person or any such sum; or

(iii) any such property together with a debt owing to the
relevant person and any such sum,

then, subject to subsection (3), an amount equal to the market value of
that stock in trade at the time of its withdrawal shall be treated as gross
income of the relevant person from the business for the relevant period.
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(3) Where in a case to which subsection (2) applies the
consideration for the withdrawal of any stock in trade is consideration
of the kind described in subparagraph (b)(ii) or (iii) of that subsection,
then, for the purposes of that subsection—

(@) the amount of the market value of that stock in trade shall
be reduced by the amount of the debt or sum or the amount
of the debt and sum, as the case may be, referred to in
whichever of those subparagraphs applies to the case;

(b) subsection (1) shall apply to the debt as if it were a debt
arising on the sale of that stock in trade; and

(c) section 28 shall apply to any such sum.

(4) Subject to section 3, where in the relevant period a dividend is
paid, credited or distributed to the relevant person, then, if the stock,
share or other source to which the dividend relates forms or has formed
in or before the relevant period part of the stock in trade of a business
of the relevant person—

(@) the amount of the dividend shall be treated as gross income
of the relevant person from the business for the relevant
period, if the business is carried on at any time in the
relevant period; and

(b) subsection (1) shall not apply to a debt owing to the
relevant person in respect of any such dividend:

Provided that, where this subsection has applied to a dividend which
has been credited, it shall not apply to that dividend when paid.

(5) Subject to section 3, where in the relevant period any gross
interest first becomes receivable by the relevant person, then, if the
debenture, mortgage or other source to which the interest relates forms
or has formed in or before the relevant period part of the stock in trade
of a business carried on by or on behalf of the relevant person, or if the
interest is in respect of a loan granted in or before the relevant period
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in the course of carrying on the business of lending of money and the
business is one which is licensed under any written law —

(@) the interest shall be treated as gross income of the relevant
person from the business for the relevant period if the
business is carried on at any time in the relevant period,;
and

(b) subsection (1) shall not apply to a debt owing to the
relevant person in respect of any such interest.

(6) Where in the relevant period any article, product, produce or
other thing is exported from Malaysia in the course of carrying on a
business in such circumstances that subsection 12(1) applies thereto in
relation to the business—

(@) subsection (2) shall not apply with respect to that article,
product, produce or other thing or to any gross income
received in respect thereof; and

(b) the amount equal to the market value of the article, product,
produce or other thing deemed under subsection 12(1) to be
gross income derived from the business shall be treated as
gross income of the relevant person from the business for the
relevant period.

(7) Where this section applies to any particular item of gross
income, nothing in sections 25 to 29 and nothing in section 30 shall
apply to that item.

(8) This section shall not apply to income under section 4A.

Basis period to which gross income from an employment is related

25. (1) Subject to this section, where gross income from an
employment is receivable in respect of any particular period, it shall,
when received in the relevant period, be treated as the gross income of
the relevant person for the relevant period.
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(1A) The gross income from an employment in respect of any
right to acquire shares in a company of the kind to which paragraph
13(1)(a) applies, shall where the right is exercised, assigned,
released or acquired in the relevant period be treated as gross
income of the relevant person for that relevant period.

(2) (Deleted by Act 773).

(2A) (Deleted by Act 773).

(3) (Deleted by Act 773).

(4) (Deleted by Act 773).

(5) (Deleted by Act 773).

(6) Notwithstanding the foregoing subsections, where the Director
General is satisfied that—

(a)

(b)

(©)

an employee has left or will be leaving Malaysia in the
basis year for the year of assessment to which the relevant
period relates (that year of assessment being in this
subsection referred to as the relevant year) and will not be
resident for the basis year for the following year of
assessment;

no pension derived from Malaysia will be receivable by
the employee for the basis period for that following year;
and

gross income from the employee’s employment will cease
to be derived from Malaysia on the expiration of a period
of leave following the employee’s departure from
Malaysia,

any gross income from the employment which but for this subsection
would by virtue of any of the foregoing subsections be receivable for
the basis period for the relevant year or for the basis period for the year
of assessment following the relevant year, shall be treated as deemed
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to have been received for the relevant period unless the employee in
making his return of income for the relevant year (or within such
period after the making of that return as the Director General may
allow) makes a written request to the Director General that this
subsection shall not apply in relation to his gross income from the
employment.

Basis period to which gross income in respect of dividend is related

26. (1) Subject to subsection (2), where gross income from a source
consists of a dividend deemed to be derived from Malaysia by virtue
of section 14, all gross income from that source paid, credited or
distributed in the relevant period shall be taken to be gross income of
the relevant person for the relevant period:

Provided that, where this section has applied to a dividend which
had been credited, it shall not apply to that dividend when paid.

(2) In relation to gross income to which subsection (1) applies,
where the relevant period overlaps the basis period for the immediately
preceding year of assessment, the gross income in relation to the part
of the relevant period which overlaps that basis period shall not be
taken to be the gross income of the relevant person for the relevant
period.

Basis period to which gross income in respect of interest, etc., is
related

27. (1) Subject to this section where gross income from a source in
Malaysia of the relevant person—

(a) consists of any interest, discount, rent or royalty or of any
pension, annuity or other periodical payment to which
paragraph 4(e) applies; and

(b) first becomes receivable in the relevant period,
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it shall when it has been received be treated as gross income of the
relevant person for the relevant period.

(1A) Where gross income from a source in Malaysia of a company
consists of any amount of discount or premium from the subscription
or issuance of bond, as the case may be, and first becomes receivable
in the relevant period, that amount shall be deemed to accrue over the
whole period of the bond and the gross income of the company for the
relevant period that relates to the period of the bond shall be a sum to
be determined in accordance with the following formula:

AxC
B

where A is the number of days in the relevant period that
falls within the period of the bond;

B is the total number of days of the whole period
of the bond; and

C is the total amount of discount or premium in
respect of the bond:

Provided that the Director General may allow the company to
consistently apply any other formula which is in accordance with the
generally accepted accounting principles applicable during the
relevant period.

(2) Where gross income from a source of the relevant person is
gross income to which subsection (1) or (1A) applies and is receivable
in respect of a period (in this subsection referred to as the overlapping
period) which overlaps the relevant period, that gross income when
received shall be apportioned between the part of the overlapping
period which overlaps the relevant period and the remaining part of the
overlapping period (the apportionment, unless the Director General
having regard to the facts of any particular case otherwise directs,
being made in the proportion that the number of days of the
overlapping period that fall into the relevant period bears to the total
number of days of the overlapping period) and so much of that gross
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income as is apportioned to the overlapping part of the overlapping
period shall be treated as gross income of the relevant person from that
source for the relevant period:

Provided that—

(@)

(b)

where that gross income is in respect of an amount of
interest calculated for two or more periods of accrual
which together make up the overlapping period, the gross
income in respect of the interest in respect of each period
of accrual shall be ascertained and—

(i) if any such period of accrual falls into the relevant
period, subsection (1) shall apply to the gross
income so ascertained in respect of that period of
accrual;

(i) if any such period of accrual overlaps the relevant
period, this subsection (without this paragraph of
this proviso) shall apply to the gross income so
ascertained in respect of that period of accrual as if
that period of accrual were the overlapping period
and as if that last mentioned gross income were
gross income receivable in respect of the
overlapping period;

where the overlapping period in respect of which that
gross income is receivable partly the elapsed more than
four years before the day on which the receipt of that gross
income first became known to the Director General, then,
for the purposes of this subsection, that gross income shall
whenever necessary be deemed to have been receivable in
respect of and to have accrued evenly over that part of the
overlapping period which did not so elapse and, if that part
falls wholly into the relevant period, shall whenever
necessary be deemed to be gross income of the relevant
person from that source for the relevant period,;
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(c) where the overlapping period in respect of which that gross
income is receivable wholly elapsed more than four years
before the day on which the receipt of that gross income first
became known to the Director General, that gross income
shall whenever necessary be treated as gross income of the
relevant person for the basis period for the year of assessment
which began four years before the beginning of the year of
assessment which includes that day.

(3) Where gross income mentioned in subsection (1) or (1Aa)
becomes receivable in the relevant period and is in respect of—

(a) a period which commences after the end of the relevant
period; or

(b) a period which overlaps the relevant period and which
partly elapsed after the end of the relevant period,

subsection (2) shall not apply and that gross income shall when
received be treated as gross income of the relevant person for the
relevant period:

Provided that, where the relevant period wholly elapsed more than
four years before the day on which the receipt of that gross income first
becomes known to the Director General, that gross income shall
whenever necessary be treated as gross income of the relevant person
for the basis period for the year of assessment which began four years
before the beginning of the year of assessment which includes that day.

(4) Insubsection (2) “period of accrual” means a period throughout
which there is no change in the rate of interest or in the principal sum
in respect of which interest is payable.

Basis period to which gross income not provided for by sections
24 to 27 is related

28. Subject to this Act, where in the relevant period there is received
by the relevant person from a source any gross income to which
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sections 24 to 27 do not apply, the amount of that income (or, where
the income consists of something having a market value, the amount
of its market value at the time of its receipt) shall be treated as gross
income of the relevant person from that source for the relevant period.

Basis period to which income obtainable on demand is related

29. (1) Notwithstanding anything in sections 23 to 28, where the
circumstances are such that the relevant person is entitled to any gross
income (other than gross income to which section 24 or 26 applies)
accruing in or derived from Malaysia and is able to obtain the receipt
thereof on demand, that gross income shall be treated as being received
by him at the time those circumstances arise.

(2) The reference in subsection (1) to gross income the receipt of
which the relevant person is able to obtain on demand includes a
reference to gross income the receipt of which he would be able to
obtain on demand but for the fact that it is lawfully receivable by a
receiver of any kind.

(3) For the purposes of this section, where gross income from a
source in Malaysia of the relevant person consists of interest that
relates to a loan—

(a) between persons one of whom has control over the other;

(aa) between individuals who are relatives of each other; or

(b) between persons both of whom are controlled by some
other person,

the relevant person is deemed to be able to obtain on demand the
receipt of such interest when such interest is due to be paid to the
relevant person in the relevant period.

(4) Subject to subsection (3) and for the purposes of this section,
where a relevant person is entitled to any gross income—
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(@) accruing in or derived from Malaysia to which section 25,
section 27 other than subsection 27(1a), or section 28
applies;

(b) the amount of which relates to any transactions—

(i) between persons one of whom has control over the
other;

(i)  between individuals who are relatives of each other;
or

(iii)  between persons both of whom are controlled by
some other persons; and

(c) the amount of which first becomes receivable to the
relevant person in the relevant period,

the relevant person is deemed to be able to obtain on demand the
receipt of such amount in the basis period immediately following the
relevant period.

(5) In this section, “relative” and “transaction” have the meanings
assigned to them under subsection 140(8).

Special provisions applicable to gross income from a business

30. (1) Where a deduction has been made under subsection 34(2) in
ascertaining the adjusted income of the relevant person from a business
for the basis period for a year of assessment, that basis period being
prior to the relevant period, then—

(a) ifthe deduction has been made in respect of a debt estimated
to have become wholly irrecoverable, any sum recovered on
account of the debt by that person in the relevant period shall
be treated as gross income of the relevant person from the
business for the relevant period; and
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if the deduction has been made in respect of a debt
estimated to have become partly irrecoverable and there
has been received by that person in respect of the debt a
sum (or an aggregate of sums) in excess of the amount of
that part of the debt not estimated to have become
irrecoverable, so much of that excess as is recovered by
him in the relevant period shall be treated as gross income
of the relevant person from the business for the relevant
period.

(2) Where during the relevant period any sum is refunded to the
relevant person—

(@)

(b)

on account of payroll tax paid by him in respect of
remuneration paid by him to any person employed by him
in the production of his gross income from a business for
the relevant period or any basis period ending prior to the
relevant period; or

on account of turnover tax paid by him in respect of the
turnover of the business,

the sum refunded shall be treated as gross income of his from the
business derived from Malaysia for the relevant period.

(3) Where during the relevant period—

(@)

(b)

recovered expenditure (within the meaning of Schedule 2)
is recovered by or on behalf of the relevant person in
connection with a business of his which includes the
working of a mine; and

the total recovered expenditure so recovered exceeds the
aggregate of—

(i) the residual expenditure (within the meaning of
that Schedule) at the date on which that period
begins; and
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(i1) the qualifying mining expenditure (within the
meaning of that Schedule) incurred by him during
that period,

the amount of the excess shall be treated as gross income of the
relevant person from the business for the relevant period.

(4) Where—

(@)

(b)

a deduction has been made under subsection 33(1) in
computing the adjusted income of the relevant person
from a business for the basis period for a year of
assessment (that basis period being prior to the relevant
period) in respect of any outgoing or expense (including
any sum payable, rent payable or expense incurred of the
kind described in paragraph 33(1)(a), (b) or (c)); or

any allowance or aggregate amount of allowances has
been made under section 42 in computing the statutory
income of the relevant person from a business for the basis
period for a year of assessment (that basis period being
prior to the relevant period) in respect of any expenditure
incurred under Schedule 3,

and the whole or any part of a debt in respect of any such outgoing,
expense, sum, rent or expenditure is released in the relevant period, the
amount released shall be treated as gross income of the relevant person
from that business for the relevant period.

31. (Deleted by Act 624).

Special provisions applicable to gross income from an employment

32. (1) Where in the relevant period there has been the use or
enjoyment by the relevant person of any benefit or amenity of the kind
to which paragraph 13(1)(b) applies, the amount in respect thereof to
be included in his gross income from the employment for the relevant
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period shall be an amount equal to the value of that use or enjoyment
as ascertained by whatever method is just and reasonable in the
circumstances.

(1A) (a) Where in the relevant period a relevant person acquired
any right to acquire shares in a company of the kind to which
paragraph 13(1)(a) applies, under his name or in the name of his
nominee or agent, the amount in respect thereof to be included in
his gross income from the employment shall be—

(i) the market value of the shares where the right shall be
exercised, assigned, released or acquired on a specified
date or where the right shall be exercised, assigned,
released or acquired within a specified period, the first
day of that period; or

(if) the market value of the shares on the date of the exercise,
assignment, release or acquisition of the right,

whichever is the lower less the amount paid for the shares.
(b) In this subsection, “market value” means—

(i) in the case of a company listed on any stock
exchange, the average price of the shares which is
ascertained by averaging the highest and the lowest
price of the shares for the day; or

(if) in any other case, the net asset value of the shares
for the day.

(2) Where in the relevant period there has been the use or
enjoyment by the relevant person of living accommodation of the
kind to which paragraph 13(1)(c) applies, then, subject to
subsection (3), the amount in respect thereof to be included in his
gross income from the employment for the relevant period shall
be—
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(@) an amount equal to the defined value of the living
accommodation for the relevant period or an amount equal
to thirty per cent of the gross income which by virtue of
paragraph 13(1)(a) and section 25 or 28 falls to be
included in his gross income from the employment for the
relevant period, whichever is the less; or

(b) where the living accommaodation is provided in—
(i) ahotel, hostel or similar premises;
(if) any premises on a plantation or in a forest; or

(iii) any premises which, although in a rateable area,
are not subject to public rates,

an amount equal to three per cent of the gross income which
by virtue of paragraph 13(1)(a) and section 25 or 28 falls to
be included in his gross income from the employment for
the relevant period.

(3) Notwithstanding subsection (2), where in the relevant period
there has been the use and enjoyment by the relevant person of living
accommodation of the kind to which paragraph 13(1)(c) applies,
then—

(a) where the relevant person’s employer is a company and
the relevant person at any time during the relevant period
is a director of the company (not being a service director)
while the company is a controlled company, then, whether
or not he is a director at the time of the use and enjoyment,
the amount to be included in his gross income for the
relevant period shall be the defined value of the
accommodation for the relevant period or, if the
accommodation is wholly or partly shared with other
employees, such proportion of the defined value as is just
and reasonable;
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(b) where the living accommodation is provided for only a
part of the relevant period, the amount to be included
in his gross income for the relevant period under
subsection (2) or this subsection shall be reduced in
such a proportion, if any, as is just and reasonable
having regard to all the circumstances;

(c) where the living accommodation (except in a case to
which paragraph (a) or paragraph (2)(b) applies) is
provided in such circumstances that—

(i) it is to be wholly or partly shared with other
employees;

(ii) the relevant person is required by the employer to
reside therein; or

(i) the relevant person is required or expected by the
employer to use it for the advancement of the
employer’s interests by the provision of hospitality
or otherwise and, in order that it may be so used, it
is larger or more valuable accommodation than the
relevant person would otherwise need,

the amount to be included in his gross income for the relevant
period under paragraph (2)(a) shall be so much of the defined
value of the accommodation for the relevant period as is just
and reasonable or thirty per cent of the gross income which by
virtue of paragraph 13(1)(a) and section 25 or 28 falls to be
included in his gross income from the employment for the
relevant period, whichever is the less (that amount being
reduced in any case to which paragraph (b) applies in such a
proportion, if any, as is just and reasonable having regard to all
the circumstances).

(4) For the purposes of this section, the amount of gross income
from the employment mentioned in paragraphs (2)(a), (b) and (3)(c)
shall not include the amount of gross income in respect of any right to
acquire shares in a company ascertained under subsection (1A).
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Chapter 4 - Adjusted income and adjusted loss

Adjusted income generally

33. (1) Subject to this Act, the adjusted income of a person from a
source for the basis period for a year of assessment shall be an amount
ascertained by deducting from the gross income of that person from
that source for that period all outgoings and expenses wholly and
exclusively incurred during that period by that person in the production
of gross income from that source, including—

(@)

(b)

(©)

subject to subsection (2), any sum payable for that period
(or for any part of that period) by way of interest upon any
money borrowed by that person and—

(i) employed in that period in the production of gross
income from that source; or

(if) laid out on assets used or held in that period for the
production of gross income from that source;

rent payable for that period (or for any part of that period)
by that person in respect of any land or building or part
thereof occupied by him in that period for the purpose of
producing gross income from that source;

expenses incurred during that period for the repair of
premises, plant, machinery or fixtures employed in the
production of gross income from that source or for the
renewal, repair or alteration of any implement, utensil or
article so employed, other than implements, utensils,
articles (the expenditure on which would be qualifying
plant expenditure for the purposes of Schedule 3) or any
means of conveyance, excluding the cost of reconstructing
or rebuilding—

(i) any premises, buildings, structures or works of a
permanent nature;
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(if) any plant or machinery; or
(iii) any fixtures; and

such other deductions as may be prescribed.

(2) Where a person, being a person to whom paragraph (1)(a)
applies in relation to gross income from a business of his for the basis
period for a year of assessment and in relation to borrowed money, has
made (otherwise than for the purpose of producing that gross income)
any loan of money or any investment in movable or immovable
property, and the loan or any part thereof is outstanding at any time in
that period or the investment or any part thereof is held by him at any
time in that period and it appears to the Director General that the loan
or any part thereof or the investment or any part thereof has been
financed wholly or partly or directly or indirectly out of the borrowed

money—

(@)

(b)

the total sum payable for that period or any part thereof by
way of interest on that borrowed money shall be deemed
to accrue evenly over that period or part thereof, and so
much of that sum as is thus found to accrue during each
calendar month shall be taken to be the monthly figure for
the purposes of this subsection;

if at the end of any calendar month the aggregate of—
(i) the amount of the loan then outstanding if any; and

(i) the cost of so much of the investment as is held by
him at that time if any,

is less than the amount of that borrowed money, the
monthly figure for that month shall be reduced by an
amount which bears to that monthly figure the same
proportion as that aggregate bears to the amount of that
borrowed money or by an amount which in the opinion of
the Director General is just and reasonable in all the
circumstances;
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(c) if at the end of any calendar month the aggregate
mentioned in the preceding paragraph is more than the
amount of that borrowed money, the monthly figure for
that month shall be reduced to nil or to an amount which
in the opinion of the Director General is just and
reasonable in all the circumstances; and

(d) the amount of the deduction to be made for that period in
respect of that borrowed money shall be an amount
consisting of the aggregate of—

(i) the monthly figures for all calendar months to
which paragraph (b) or (c) applies, as reduced by
either of those paragraphs; and

(if) the monthly figures for the other calendar months.

(3) In subsection (2) “calendar month”, in relation to a basis period
or part thereof, means a period which is included in that basis period
or part thereof and is either—

(a) one of the twelve months of the Gregorian calendar; or

(b) where that basis period or part thereof includes a part, but
not the whole, of such a month, that part of that month.

(4) For the purposes of paragraph (1)(a) and subsection (2), where
any sum payable for a basis period for a year of assessment is not due
to be paid in that period, the sum shall when it is due to be paid be
deducted in arriving at the adjusted income of a person for that period.

(5) For the purpose of subsection (4), where any sum payable for a
basis period for a year of assessment is due to be paid in any following
year of assessment—

(@) a person shall notify the Director General in writing of the
deduction in respect of the sum not later than twelve
months from the end of the basis period for the year of
assessment when the sum is due to be paid; and
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(b) upon receipt of the notice, the Director General may reduce
the assessment that has been made in respect of such sum.

Special provisions applicable to adjusted income from a business

34. (1) In ascertaining the adjusted income of a person from a
business for the basis period for a year of assessment, deductions shall
be made from the gross income from the business for that period in
accordance with the following subsections (the person, business,
period and gross income in question being referred to in those
subsections as the relevant person, the business, the relevant period
and the relevant gross income respectively).

(2) There shall be deducted in the case of any debt as defined in
subsection (3)—

(a) if at the end of the relevant period the debt is reasonably
estimated in all the circumstances of the case to be wholly
irrecoverable, an amount equal to the amount of the debt;

(b) if at the end of the relevant period the debt is reasonably
estimated in all the circumstances of the case to be partly
irrecoverable, an amount equal to so much of the debt as
is estimated to be irrecoverable,

the deduction being in either case reduced by the amount of any
deduction made under this subsection in respect of the debt for the
basis period for a year of assessment prior to the year of assessment to
which the relevant period relates.

(3) In subsection (2) “debt” means—

(@) a debt arising in respect of any matter referred to in
subsection 24(1) or in respect of interest of the kind
referred to in subsection 24(5), where the amount of any
such debt has been included in the relevant gross income
or in the gross income of the relevant person from the
business for the basis period for a year of assessment prior
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to the year of assessment to which the relevant period
relates; or

a debt arising in respect of a loan of the kind mentioned in
subsection 24(5) granted in the course of carrying on the
business in the relevant period or in the basis period for
any such prior year of assessment.

(3A) (Deleted by Act 785).

(38) (Deleted by Act 785).

(4) Where in the relevant period the relevant person has made a
contribution to an approved scheme in respect of an employee of his,

then—

(@)

(b)

if the employee’s remuneration as determined under the
rules, regulations, by-laws or constitution of that scheme
for the period for which the contribution is made (that
period being a period which coincides with or overlaps the
relevant period) is deductible as a whole, or in parts
aggregating the whole, in computing the adjusted income
from the business for any basis period or periods for a year
or years of assessment in relation to the business, there
may be deducted from the relevant gross income an
amount equal to the contribution or nineteen per cent of
the employee’s remuneration as so determined for the
period for which the contribution is made, whichever is
the less;

if only a part or parts of that remuneration is or are so
deductible, there may be deducted from the relevant gross
income an amount equal to so much of the contribution or
of that percentage of the remuneration (whichever of those
amounts is the less) as bears to the whole of the
contribution or to that percentage of the remuneration, as
the case may be, the same proportion as that part or the
aggregate of those parts, as the case may be, bears to the
whole of that remuneration.
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(5) Where on the first establishment of a scheme of the kind referred
to in subsection (4) a special contribution thereto is made in the
relevant period by the relevant person whereby any of his employees
engaged in activities relating to the production of the relevant gross
income or gross income of the relevant person from the business for
the basis period for a year of assessment (that basis period being prior
to the relevant period) may qualify for the benefits under that scheme,
the Director General may when approving that scheme authorize
deductions in respect of that special contribution of such amounts
(being amounts which in total are equal to or less than the special
contribution) from the gross income of the relevant person from the
business for the basis periods for such years of assessment as he thinks
fit.

(6) There may be deducted from the relevant gross income—

(@) an amount equal to any payroll tax paid by the relevant
person in the relevant period in respect of any
remuneration paid by him to any person employed by him
in the production of gross income of his from the business;

(b) an amount equal to any turnover tax in respect of the
turnover of the business paid by the relevant person in the
relevant period;

(c) where any part of the relevant gross income is derived
from the working of a mine, such amounts in respect of
capital expenditure as may be allowed for the relevant
period pursuant to Schedule 2;

(d) where any part of the relevant gross income is derived
from the working of a farm relating to cultivation of crops,
an amount equal to any expense (not being an expense
which is qualifying expenditure or qualifying agriculture
expenditure for the purposes of Schedule 3 or incurred in
the acquisition of land or anything growing thereon)
incurred by the relevant person in the relevant period in
replanting the farm for the purposes of cultivation of crops
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or in effecting any improvement of the farm or any part of
the farm in connection with such replanting;

an amount equal to the amount of expenditure incurred by
the relevant person in the relevant period on the provision
of any equipment, or on the alteration or renovation of
premises, necessary to assist any disabled person
employed by him in the production of gross income of his
from the business;

an amount equal to the expenditure incurred by the
relevant person in the relevant period in respect of
translation into or publication in the national language of
cultural, literary, professional, scientific or technical
books approved by the Dewan Bahasa dan Pustaka;

an amount equal to the expenditure incurred by the
relevant person in the relevant period on the provision of
library facilities which are accessible to the public and in
respect of contributions to public libraries and libraries of
schools and institutions of higher education:

Provided that the amount that may be deducted shall not
exceed one hundred thousand ringgit;

an amount equal to the expenditure incurred by the
relevant person in the relevant period on the provision of
services, public amenities and contributions to a charity or
community project pertaining to education, health,
housing, conservation or preservation of environment,
enhancement of income of the poor, infrastructure,
information and communication technology or
maintenance of a building designated as a heritage site by
the Commissioner of Heritage under the National Heritage
Act 2005 [Act 645], approved by the Minister:
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Provided that where a deduction has been made under
this paragraph, no further deduction of the same amount
shall be allowed under subsection 44(6);

an amount equal to the expenditure incurred by a company
on the provision of infrastructure in relation to its business
which is available for public use, subject to the prior
approval of the Minister:

Provided that where a deduction has been made under
this paragraph, no further deduction of the same amount
shall be allowed under subsection 44(6);

an amount equal to the expenditure incurred, not being
capital expenditure on land, premises, buildings,
structures or works of a permanent nature or on alterations,
additions or extensions thereof or in the acquisition of any
rights in or over any property, by the relevant person in the
relevant period on the provision and maintenance of a
child care centre for the benefit of persons employed by
him in his business;

an amount equal to the expenditure incurred by the
relevant person in the relevant period in establishing and
managing a musical or cultural group approved by the
Minister;

an amount equal to the expenditure incurred by the
relevant person in the relevant period for sponsoring any
arts, cultural or heritage activity approved by the Minister
charged with the responsibility for arts, culture or heritage:

Provided that the amount deducted in respect of
expenditure incurred for sponsoring those activities shall
not in aggregate exceed one million ringgit of which the
amount deducted in respect of expenditure incurred in
sponsoring foreign arts, cultural or heritage activity shall
not exceed three hundred thousand ringgit;
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() an amount equal to the expenditure incurred by the
company in the relevant period on the provision of a
scholarship to a student for any course of study leading to
an award of a diploma, or degree (including a degree at a
Masters or Doctorate level) or the equivalent of a diploma
or degree undertaken at a higher educational institution
established or registered under the laws regulating such
establishment or registration in Malaysia or authorized by
any order made under section 5a of the Universities and
University Colleges Act 1971 [Act 30]:

Provided that the scholarship—
(@) shall only be given to a student—

(i) who is receiving full-time instruction at
such higher educational institution;

(i) who has no means of his own; and

(iii) the total monthly income of whose parents
or guardian, as the case may be, does not
exceed five thousand ringgit; and

(b) shall not include payments other than payments
required by such higher educational institution
relating to the course of study, and educational aids
and reasonable cost of living expenses during the
student’s period of study at such higher
educational institution;

(m) an amount equal to the expenditure, not being capital
expenditure, incurred by a company in the relevant period
for the purpose of obtaining accreditation for a laboratory
or a certification body, as evidenced by a certificate issued
by the Department of Standards Malaysia:

Provided that the expenditure incurred in the relevant
period shall be deemed to be incurred by that company in
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the basis period for the year of assessment in which the
certificate is issued,;

(ma) an amount twice the amount of the expenditure, not being
capital expenditure, incurred by a company in the relevant
period for the purpose of obtaining certification for
recognized quality systems and standards, and halal
certification, evidence by a certificate issued by a
certification body as determined by the Minister:

Provided that the expenditure incurred in the relevant
period shall be deemed to be incurred by that company in
the basis period for the year of assessment in which the
certificate is issued,;

(n) an amount equal to the expenditure incurred by a person in
the relevant period on the provision of practical training in
Malaysia, in relation to his business, to an individual who
iIs—

(i) resident in the basis year for a year of assessment; and
(if) not an employee of that person; and

(o) an amount equal to the expenditure incurred by a company
in a relevant period for participating in international
standardization activities approved by the department of
Standards Malaysia.

(7) There may be deducted from the relevant gross income any
expenditure, not being capital expenditure incurred on plant,
machinery, fixtures, land, premises, buildings, structures or works of a
permanent nature or on alterations, additions or extensions thereof or
in the acquisition of any rights in or over any property, incurred by the
relevant person during the relevant period on research and
development related to the business and directly undertaken by him or
on his behalf.
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(7A) Where in the basis period for a year of assessment an amount
in respect of any sum received by the relevant person which is treated
as part of the gross income of the relevant person in accordance with
subsection 24(1A) is refunded, such amount shall be deducted from the
relevant gross income of the relevant person for the basis period for
that year of assessment.

(8) Where any deduction in respect of any matter is capable of being
made under this section, no deduction or allowance in respect of that
matter shall be made under section 33 or Schedule 3, as the case may be.

Special deduction for research and development expenditure

34A. (1) Subject to this section, in ascertaining the adjusted income
of a person from a business for the basis period for a year of
assessment, a deduction shall be made, as specified in subsection (4),
from the gross income from the business for that period in respect of
expenditure, not being capital expenditure incurred on plant,
machinery, fixtures, land, premises, buildings, structures or works of a
permanent nature or on alterations, additions or extensions thereof or
in the acquisition of any rights in or over any property, incurred by that
person during that period on research and development approved by
the Minister —

(@) (Deleted by Act 693);
(b) (Deleted by Act 693).

(2) The Minister in approving the research and development
pursuant to subsection (1) may impose such conditions as he thinks
fit or may specify the period or periods for the purpose of
deduction under this section.

(3) (Deleted by Act 693).

(4) The amount of deduction to be made under subsection (1) shall

be twice the amount of expenditure, not being capital expenditure,
referred to in that subsection:
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Provided that where subsection (4A) applies, the amount of
deduction to be made shall be the amount of expenditure incurred.

(4A) A pioneer company may, in a return of income for the year of
assessment in which the expenditure referred to in subsection (1) had
been incurred, elect that the amount of that expenditure be deducted in
the first basis period in respect of its post-pioneer business for a year
of assessment.

(5) Where any deduction in respect of expenditure on research and
development is made under this section, no deduction in respect of that
expenditure shall be made under section 33 or 34.

(6) For the purposes of this section, the words “pioneer company”
and ““post-pioneer business” have the respective meanings assigned to
them under the Promotion of Investments Act 1986 [Act 327].

Special deduction for contribution to an approved research
institute or payment for use of services of an approved research
institute or company

34B. (1) Subject to this section, in ascertaining the adjusted income
of a person from a business for the basis period for a year of
assessment, a deduction shall be made, as specified in subsection (2),
from the gross income from the business for that period in respect of
expenditure, not being capital expenditure, incurred by that person
during that period in respect of—

(@) contribution in cash to an approved research institute;

(b) payment for the use of the services of an approved
research institute or an approved research company; or

(c) a “contract research and development company” and a
“research and development company” have the same
meaning assigned thereto in section 2 of the Promotion of
Investments Act 1986 and fulfills the conditions specified
by the relevant Ministry;
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(d) a “related company” has the meaning assigned to it in
section 2 of the Promotion of Investments Act 1986.

(2) The amount of deduction to be made under subsection (1) shall
be twice the amount of expenditure, not being capital expenditure,
referred to in that subsection:

Provided that no deduction in respect of that expenditure shall be
made under this section to a person being a related company of a
research and development company which has been given approval
under subsection 27p(1) of the Promotion of Investments Act 1986 and
whose period as prescribed under paragraph 29e(2)(b) of that Act has
not ended.

(3) Where any deduction in respect of expenditure referred to in
subsection (1) is made under this section, no deduction in respect of
that expenditure shall be made under section 33, 34 or 34A.

(4) In this section—

(@) an ‘“approved research institute” means an institute,
including a company licensed under section 24 of the
“Companies Act 1965, approved by the Minister to mainly
carry on research in an industry specified in the approval
and to commercially exploit the benefit of such research
thereof;

(b) an “approved research company” means a company, other
than a company licensed under section 24 of the
*Companies Act 1965, approved by the Minister to mainly
carry on research in an industry specified in the approval
and to commercially exploit the benefit of such research
thereof;

(c) a “contract research and development company”, a
“related company” and a “research and development

*NOTE—The Companies Act 1965 [Act 125] has since been repealed by the Companies Act 2016
[Act 777] which comes into operation on 31 January 2017-see subsection 620(1) of Act 777.
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company” have the meaning assigned thereto in section 2
of the Promotion of Investments Act 1986.

Special provision applicable to adjusted income from a discount or
premium

34c. (1) Notwithstanding section 33 but subject to this section, in
ascertaining the adjusted income of a company from a source
consisting of discount or premium, any expenses in respect of the
discount or premium incurred on bond issued or subscribed, as the case
may be, by that company is deemed to accrue to the company over the
whole period of the bond and the amount to be deducted from the gross
income from that source for the basis period for a year of assessment
that relates to the period of the bond shall be a sum to be determined
in accordance with the following formula:

AxC
B

where A is the number of days in the basis period for the
year of assessment that falls within the period of
the bond;

B is the total number of days of the whole period
of the bond; and

C is the total amount of discount or premium
incurred in respect of the bond:

Provided that the Director General may allow the company to
consistently apply any other formula which is in accordance with the
generally accepted accounting principles applicable during that basis
period.

(1A) For the purpose of subsection (1), where by reason of an
insufficiency or absence of gross income of a company from a source
consisting of discount or premium for the basis period for a year of
assessment, effect cannot be given or cannot be given in full to any
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amount of discount falling to be deducted to that company for that
basis period in relation to that source, that amount which has not been
so deducted shall be allowed as a deduction in arriving at the adjusted
income of that company from any source or sources consisting of a
business for that basis period:

Provided that the proceeds from the issuance of the bond that relates
to that amount are utilized wholly by that company for the production
of gross income from any source or sources consisting of that business.

(1) This section shall not apply if in the basis period for a year of
assessment the bond issued or subscribed forms part of the stock in
trade of a business of a company.

(2) Where any deduction in respect of expenditure referred to in
subsection (1) or (1A) is made under this section, no deduction in
respect of that expenditure shall be made under section 33, 34, 34a
or 34s.

Special deduction for expenditure on treasury shares

34p. (1) Notwithstanding section 33 but subject to this section, in
ascertaining the adjusted income of a company from a business for the
basis period for a year of assessment, a deduction shall be made from
the gross income for that period any expenses incurred by that
company in acquiring treasury shares.

(2) The amount of deduction referred to in subsection (1) —

(@) shall be the cost of acquiring the treasury shares which are
transferred to its employee less any amount payable by
that employee for such treasury shares; and

(b) shall be allowed in the basis period for a year of
assessment where the employee exercised his rights to
acquire such treasury shares.
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(3) Forthe purpose of subsection (2), the cost of acquiring treasury
shares which are transferred to its employee shall be determined on the
basis that the treasury shares acquired by the company at an earlier
point in time are deemed to be transferred first.

(4) Where any amount payable by an employee for any treasury
shares transferred to him exceeds the cost to the company of acquiring the
treasury shares transferred as provided under subsection (3), the amount
of the excess shall be credited to an account to be kept by the company
for the purpose of this section.

(5) Where there is any balance in the account kept by the company
under subsection (4) and any treasury shares are subsequently
transferred by the company to any employee under subsection (1), the
cost to the company of acquiring the treasury shares as determined
under subsection (3) shall be reduced —

(a) where the amount of the balance is equal to or exceeds the
amount of the cost, to zero; or

(b) where the amount of the balance is less than the amount of
the cost, by the amount of the balance,

and the amount of the reduction shall be debited to the account.

(6) For the purpose of this section, a company transfers treasury
shares held by it to an employee when the employee acquires the legal
and beneficial interest in the treasury shares.

(7) Where a holding company transfers treasury shares held by it
to any employee employed at any time by a subsidiary company of the
holding company who has the right to acquire such shares —

(@) no deduction shall be allowed to the holding company
under subsection (1);

(b) if any amount is paid or payable by the subsidiary
company to the holding company for the transfer of the
treasury shares, there shall be allowed to the subsidiary
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company, on the date of the transfer of the shares or of the
payment to the holding company for the shares, whichever
is the later, a deduction under subsection (1) for the
amount, or an amount equal to the cost to the holding
company of acquiring the treasury shares transferred to the
employee of the subsidiary less any amount payable by
that employee for the treasury shares, whichever is less.

Stock in trade

35. (1) Notwithstanding any other provision of this Part, in
ascertaining the adjusted income of a person from a business for the
basis period for a year of assessment, the value of the stock in trade of
the business at the beginning and at the end of that period shall be taken
into account in accordance with the following subsections (that person,
business, period and stock in trade being referred to in those
subsections as the relevant person, the business, the relevant period
and the stock respectively).

(2) Where the value of the stock at the end of the relevant period
exceeds the value of the stock at the beginning of the relevant period,
the total of all amounts otherwise deductible under this Act in
ascertaining the adjusted income of the relevant person from the
business for the relevant period shall be reduced by the amount of the
excess; and, where the value of the stock at the beginning of the
relevant period exceeds the value of the stock at the end of the relevant
period, the total of all amounts otherwise so deductible shall be
increased by the amount of the excess.

(3) Subject to subsections (4) and (5)—

(@) the value of any particular item of the stock at the end of
the relevant period shall be taken to be—

(i) an amount equal to its market value at that time; or

(if) if the relevant person so elects and that item is
physically tangible, an amount equal to the total
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cost to him of acquiring that item (or any materials
used in its manufacture, preparation or
construction) and bringing it to its condition and
location at that time:

Provided that in the case of any item of the stock
consisting of immovable properties, stocks, shares or
marketable securities, the value thereof at the end of the
relevant period shall be taken to be an amount equal to its
cost price to that relevant person or its market value at
that time, whichever is the lower;

(b) the value of any particular item of the stock at the
beginning of the relevant period (except where the
business was commenced by the relevant person in the
relevant period) shall be taken to be an amount equal to its
value as ascertained under paragraph (a) at the end of the
basis period for the year of assessment immediately
preceding the year of assessment to which the relevant
period relates.

(4) Where—

(@) by virtue of section 41 this Chapter applies in relation to
the business as if an accounting period were the relevant
period; and

(b) a previous period for which the accounts of the business
were made up ended immediately prior to that accounting
period,

the reference in paragraph (3)(b) to the basis period for the year of
assessment immediately preceding the year of assessment to which the
relevant period relates shall be construed as a reference to that previous
period.

(5) Where during the relevant period the relevant person
permanently ceases to carry on the business, then—

@) if—
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(1) at or about the time he so ceases any of what was
the stock in trade of the business is sold or
transferred for valuable consideration by that
person to another person and that other person
intends to use that transferred stock in the business
or in another business of his; and

(if) the cost of that transferred stock to that other person
is deductible as an expense in computing that other
person’s adjusted income for the basis period for a
year of assessment from the business or from that
other business of his,

the value of that transferred stock at the time he so
ceases shall be taken to be an amount equal to the price
paid on the sale or to the value of the consideration, as
the case may be, and shall be taken to be the value of
that stock at the end of the relevant period;

(b) the value of any of what was at the time he so ceases the
stock in trade of the business to which paragraph (a) does
not apply shall be taken to be an amount equal to its market
value at the time he so ceases and shall be taken to be the
value thereof at the end of the relevant period,;

(c) for the purposes of paragraph (a)—

(i) where any of the stock in trade is sold or transferred
for a consideration in cash or its equivalent with
other assets of the business, the total consideration
given for that transferred stock in trade and those
assets shall be apportioned in such manner as is just
and reasonable;

(if) where any of the stock in trade is transferred (with
or without other assets) for a consideration other
than cash or its equivalent, the value of the
consideration shall be taken to be an amount equal
to the market value of the consideration at the date
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of the transfer and, if that stock in trade is
transferred with other assets, that amount shall be
apportioned in such manner as is just and
reasonable; and

(iii) where any of the stock in trade is transferred (with
or without other assets) for a consideration which
partly does and partly does not consist of cash or its
equivalent, the value of the consideration shall be
taken to be an amount equal to that cash or its
equivalent together with the market value of the rest
of the consideration and, if that stock in trade is
transferred with other assets, that amount shall be
apportioned in such manner as is just and
reasonable; and

(d) where any stock in trade is sold or transferred to another
person in a case to which paragraph (a) applies, the cost to
that other person of that stock in trade shall in computing
the adjusted income of that person from the business (or
from any other business of his in which he uses or intends
to use any of that stock in trade) be taken to be an amount
equal to its value as ascertained under that paragraph.

Power to direct special treatment in the computation of business
income in certain cases
36. (1) Notwithstanding any other provision of this Part, where the
Director General is satisfied that there is a need for some treatment in
computing—

(@) the gross income from a business with respect to—

(i) ahire-purchase transaction;

(if) a transaction under which a debt is payable by
instalments;
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(iii) alease transaction in respect of moveable property;

(iv) any other transaction involving a debt or stock in
trade; or

(v) such other transaction as may be prescribed; and

(b) the adjusted income and statutory income from the
business,

he may give directions and formulate regulations to be published in the
Gazette for special treatment with respect to any such transaction,
either in relation to a particular business or in relation to any business
having any such transaction:

Provided that no such directions and regulations shall have effect in
relation to a business for any year of assessment with respect to which
an assessment wholly or partly relating to income from that business
has become final and conclusive or is the subject of an appeal which
has been sent forward to the Special Commissioners.

(2) Any direction given under subsection (1) with respect to the
gross income, adjusted income and statutory income from a business
or businesses may—

(@) provide that the gross income to which it relates (or any
part thereof) shall be taken to be gross income for such
basis period or periods for such year or years of
assessment with respect to that business or those
businesses as may be specified in the direction;

(b) provide for special treatment with respect to the
ascertainment of the adjusted income and statutory income
from that business or those businesses for the basis period
or periods for any year or years of assessment.

37. (Deleted by Act 624).
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Special provisions applicable to adjusted income from an
employment

38. (1) Subject to this section—

(@)

(b)

where an employee’s gross income from an employment
includes for the basis period for a year of assessment any
amount ascertained in accordance with subsection 32(1) in
respect of any benefit or amenity consisting of furniture
provided by or on behalf of his employer in conjunction
with living accommaodation, there may be deducted from
that gross income the amount of any rent payable by that
employee for that period for that accommodation and
furniture, less the amount of any deduction made in
respect of that rent under paragraph (b); and

where an employee’s gross income from an employment
includes for the basis period for a year of assessment any
amount ascertained in accordance with subsection 32(2)
or (3) in respect of living accommodation provided by or
on behalf of his employer, there may be deducted from that
gross income expenses of the following kind:

(i) the amount of any public rates or insurance
premiums payable by the employee in respect of
that accommodation for that period,;

(if) any expenses incurred for the repair or maintenance
of the premises (excluding expenses of a capital
nature and expenses incurred in connection with the
upkeep of land attached to the premises for use by
way of amenity as garden or grounds) which the
employee, pursuant to the terms on which that
accommodation is so provided, is legally bound to
meet in respect of that accommodation during that
period;
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(iii) where the accommodation is provided unfurnished,

any rent payable by the employee for that
accommodation for that period;

(iv) where the accommodation is provided furnished

and is held by or on behalf of the employer on lease
at what would be an economic rent if so much of
the rent as relates to the furniture were to be
disregarded, so much of any rent payable by the
employee for that period as bears to the whole of
the rent so payable the same proportion as the
economic rent of the accommodation bears to the
rent payable by or on behalf of the employer for that
period; and

(v) where the accommodation is provided furnished

and subparagraph (iv) does not apply, so much of
any rent payable by the employee for that period as
bears to the whole rent so payable the same
proportion as the defined value of the
accommodation bears to the aggregate of the
economic rent for that period and the rent for that
period appropriate to the market value of the
furniture provided in conjunction with that
accommodation.

(2) Where living accommodation is provided for only part of a basis
period, the expenses referred to in paragraph (1)(b) shall be restricted
to such of those expenses as are payable for that part under that
subsection or as are bound to be met during that part under that
subsection, as the case may be.

(3) The total amount deducted under this section from an
employee’s gross income from an employment for the basis period for
a year of assessment shall not exceed the total of the amounts included
in that gross income—
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(@) by virtue of subsection 32(1) in respect of any benefit or
amenity consisting of furniture provided by or on behalf of
an employer in conjunction with living accommodation; and

(b) by virtue of subsection 32(2) or (3).

(4) Where an employee’s gross income from an employment
includes for the basis period for a year of assessment any amount
ascertained in accordance with subsection 32(2) or (3) in respect of
living accommodation provided by or on behalf of his employer, any
expense to which subparagraph (1)(b)(ii) applies in relation to that
basis period (or a part of that basis period) shall, if it is payable for a
period which overlaps that basis period or that part, be apportioned in
the manner provided by subsection (6); and for the purposes of this
section regard shall be had only to so much of that expense as is so
apportioned to that basis period or that part.

(5) Where any amount is included in gross income—

(@) by virtue of subsection 32(1) in respect of any benefit or
amenity consisting of furniture provided by or on behalf of
an employer in conjunction with living accommodation; or

(b) by virtue of subsection 32(2) or (3),

no deduction shall be made under section 33 in respect of any
outgoings and expenses incurred or which might be included as
incurred in the production of that part of the gross income consisting
of that amount.

(6) Inthe application of subsection (4) in relation to a person’s gross
income from his employment where the expenses, to which
subparagraph (1)(b)(ii) applies is payable for a period (in this
subsection referred to as the “overlapping period”) which overlaps the
basis period or part of the basis period, the amount of the expense to
be deducted from that gross income shall be determined in accordance
with the following formula:
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AXxC
B

where A is the number of days living accommodation is
provided in the basis period or part of the basis
period that falls in the overlapping period;

B is the total number of days in the overlapping
period; and
C is the amount of expenses to which subparagraph

(D) (b)(ii) applies.

Limitation on deduction of entertainment expenses

38A. Where an employee’s gross income from an employment under
subsection 13(1) includes for the basis period for a year of assessment
any entertainment allowance, the amount of expenses deductible under
subsection 33(1) in respect of entertainment by the employee, shall not
exceed the amount of such entertainment allowance included in that
gross income.

Deductions not allowed

39. (1) Subject to any express provision of this Act, in ascertaining
the adjusted income of any person from any source for the basis period
for a year of assessment no deduction from the gross income from that
source for that period shall be allowed in respect of—

() domestic or private expenses;
(b) any disbursements or expenses not being money wholly
and exclusively laid out or expended for the purpose of

producing the gross income;

(c) any capital withdrawn or any sum employed or intended
to be employed as capital;
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(d) any amount in respect of any payment to any pension,
provident, savings, widows, widowers and orphans or
other similar fund or society which is not an approved
scheme;

(e) any expenditure incurred in relation to a business, being
expenditure which is—

(1) qualifying mining expenditure for the purposes of
Schedule 2;

(i) qualifying expenditure, qualifying agriculture
expenditure or qualifying forest expenditure for the
purposes of Schedule 3; or

(iii) qualifying prospecting expenditure for the purposes
of Schedule 4,

and which but for this paragraph would be deductible in
ascertaining the adjusted income from the business;

(f) interest or royalty derived from Malaysia from which tax is
deductible under section 109, if tax has not been deducted
therefrom and paid to the Director General in accordance
with subsection (1) of that section:

Provided that—

(i) this paragraph shall not apply if the payer has paid
the amount referred to in subsection (2) of that
section; and

(if) where such tax is deducted or such amount is paid
after the due date for the furnishing of a return for a
year of assessment that relates to such payment, the
tax or amount so paid shall not prejudice the
imposition of penalty under subsection 113(2) if a
deduction on such payment is made in such return
or is claimed in the information given to the
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Director General in arriving at the adjusted income
of the payer;

any sum, by whatever name called, payable (otherwise
than to a State Government or with the approval of the
Minister, a statutory authority, or other body the capital or
fund of which is wholly or substantially owned by a State
Government or a statutory authority) for the use of a
licence or permit to extract timber from a forest in
Malaysia;

(Deleted by Act 619);

any contract payment from which tax is deductible under
section 107a, if tax has not been deducted therefrom and
paid to the Director General in accordance with
subsection (1) of that section:

Provided that—

(i) this paragraph shall not apply if the payer has paid
the amount referred to in subsection (2) of that
section; and

(if) where such tax is deducted or such amount is paid
after the due date for the furnishing of a return for a
year of assessment that relates to such payment, the
tax or amount so paid shall not prejudice the
imposition of penalty under subsection 113(2) if a
deduction on such payment is made in such return
or is claimed in the information given to the
Director General in arriving at the adjusted income
of the payer;

any payments from which tax is deductible under section
1098, or 109r if tax has not been deducted therefrom and
paid to the Director General in accordance with
subsection (1) of that section:
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Provided that—

(i) this paragraph shall not apply if the payer has paid
the amount referred to in subsection (2) of that
section; and

(if) where such tax is deducted or such amount is paid
after the due date for the furnishing of a return for a
year of assessment that relates to such payment, the
tax or amount so paid shall not prejudice the
imposition of penalty under subsection 113(2) if a
deduction on such payment is made in such return
or is claimed in the information given to the
Director General in arriving at the adjusted income
of the payer;

(k) any sum paid by way of rentals in respect of a motor

()

vehicle, other than a motor vehicle licensed by the
appropriate authority for commercial transportation of
goods or passengers, in excess of fifty thousand ringgit:

Provided that if the motor vehicle has not been used by
any person for any purpose prior to the rental and the total
cost of the motor vehicle does not exceed one hundred and
fifty thousand ringgit, any sum paid by way of rental in
excess of one hundred thousand ringgit:

Provided further that the maximum amount of
deduction in respect of the rentals of such motor vehicle in
the year of assessment and subsequent years of assessment
shall not in the aggregate exceed fifty thousand ringgit or
one hundred thousand ringgit, as the case may be, in respect
of that motor vehicle;

a sum equal to fifty percent of any expenses incurred in the
provision of entertainment including any sums paid to an
employee of that person for the purpose of defraying
expenses incurred by that employee in the provision of
entertainment:



106

Laws of Malaysia AcT 53

Provided that this paragraph shall not apply to the
following expenses:

(i)

(i)

(iii)

(iv)

v)

(vi)

(vii)

(viii)

the provision of entertainment to his employees
except where such provision is incidental to the
provision of entertainment for others;

the provision of entertainment by a person who
carries on a business which consists of or includes
the provision for payment of entertainment to
clients or customers of that business and that
entertainment is provided for payment by the clients
or customers in the ordinary course of that business;

the provision of promotional gifts at trade fairs or
trade or industrial exhibitions held outside Malaysia
for the promotion of exports from Malaysia;

the provision of promotional samples of products of
the business of that person;

the provision of entertainment for cultural or
sporting events open to members of the public,
wholly to promote the business of that person;

the provision of promotional gifts within Malaysia
consisting of articles incorporating a conspicuous
advertisement or logo of the business; or

the provision of entertainment which is related
wholly to sales arising from the business of that
person;

the provision of a benefit or amenity to an employee
consisting of a leave passage to facilitate a yearly
event within Malaysia which involves the
employer, the employee and the immediate family
members of that employee; or
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(m) notwithstanding subparagraph (I)(i), and subject to

(n)

(0)

(p)

(@

subparagraph (I)(viii) any expenditure incurred in the
provision of a benefit or amenity to an employee
consisting of a leave passage within or outside Malaysia;

any remuneration or any similar payment paid to a partner
of a limited liability partnership where such remuneration
or payment is not specified or provided in the limited
liability partnership agreement made in accordance with
section 9 of the Limited Liability Partnerships Act 2012;

any amount paid or to be paid in respect of goods and
services tax as input tax by the person if he is liable to be
registered under the Goods and Services Tax Act 2014 and
has failed to do so, or if he is entitled under that Act to
credit that amount as input tax;

any amount of output tax paid or to be paid under the
Goods and Services Tax Act 2014 which is borne by the
person if he is registered or liable to be registered under
that Act;

any remuneration or other income in respect of services
performed or rendered in Malaysia by a public entertainer
from which tax is deductible under section 1094, if tax has
not been deducted therefrom and paid to the Director
General in accordance with that section:

Provided that—

(i) this paragraph shall not apply if the payer has
paid the amount of tax and the increased sum
due from him to the Government in accordance
with subsection 109(2); and

(i1) where such amount of tax and the increased sum
are paid after the due date for the furnishing of
a return for a year of assessment that relates to
such tax and the increased sum, the amount of



108 Laws of Malaysia AcT 53

tax and the increased sum so paid shall not
prejudice the imposition of penalty under
subsection 113(2) if a deduction on such
payment is made in such return or is claimed in
the information given to the Director General in
arriving at the adjusted income of the payer; or

(r) subject to any rules as may be prescribed by the Minister,
any amount in respect of a payment made by a person, who
is a resident, to any Labuan company.

(1aA) Notwithstanding any provision of this Act, where a person is
required under section 81 to furnish to the Director General any
information within the time specified in a notice or such other time as
may be allowed by the Director General, and that information concerns
wholly or in part a deduction claimed by that person in arriving at the
adjusted income of that person from any source for the basis period for
a year of assessment, no deduction from the gross income from that
source for that period shall be allowed in respect of such claim if the
person fails to provide such information within the time specified in
that notice or such extended time as allowed by the Director General.

(2) Iltis hereby declared that section 33, except in so far as it relates
to expenses of the kind specified in paragraphs (1)(a) to (d) thereof, is
not an express provision of this Act within the meaning of this section.

(3) Paragraphs (1)(f), (i) and (j) shall not apply if for a year of
assessment a person is exempt under paragraph 127(3)(b) or
subsection 127(3a) or the Promotion of Investments Act 1986, in
respect of all income of that person from all sources not being
exemption on income equal to capital expenditure incurred.

Adjusted loss

40. Subject to this Act, where but for an insufficiency of gross income
of a person from a business for the basis period for a year of assessment
there would have been an amount of adjusted income of that person
from the business for that period, the amount by which the total of all
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such deductions as would then have been allowed under the foregoing
provisions of this Chapter in ascertaining that adjusted income exceeds
his gross income from the business for that period shall be taken to be
the amount of his adjusted loss from the business for that period.

Ascertainment of adjusted income or adjusted loss from a business
for an accounting period

41. (1) Subject to this section, where for the purposes of this Act it
is necessary to ascertain the adjusted income or adjusted loss of a
person from a business for the basis period for a year of assessment
(that basis period being in this section referred to as the relevant
period) and accounts of the business have not been made up for the
relevant period—

(a) that person’s adjusted income or adjusted loss from the
business shall be ascertained for any accounting period for
which accounts of the business have been made up (being
a period which either falls into or overlaps the relevant
period) by applying Chapters 3 and 4, whenever and as
often as may be necessary, as if that accounting period were
the basis period for that year of assessment;

(b) such apportionment of the adjusted income or adjusted loss
for any such accounting period, and such aggregation of the
adjusted income or adjusted loss for any such accounting
period (or of any apportioned part thereof) with the
adjusted income or adjusted loss (or any apportioned part
thereof) for any other such accounting period, shall be
made as is necessary to arrive at the adjusted income or the
adjusted loss for the relevant period; and

(c) the adjusted income or the adjusted loss so arrived at shall
constitute the adjusted income or the adjusted loss, as the
case may be, from the business for the relevant period.

(2) The apportionment referred to in paragraph (1)(b) shall be made
in relation to any accounting period which overlaps the relevant period,
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the apportionment being made, unless the Director General having
regard to the circumstances of any particular case otherwise directs, in
the proportion that the number of days of the overlapping period that
fall into the relevant period bears to the total number of days of the
overlapping period.

(3) This section shall not apply if there is any part of the relevant
period for which no accounts of the business have been made up.
Chapter 5—Statutory income

Statutory income

42. (1) Subject to this Act, the statutory income (if any) of a person
from a source for a year of assessment (that year of assessment being
in this section referred to as the relevant year) shall consist of—

(a) the amount of his adjusted income (if any) from that source
for the basis period for the relevant year; and

(b) the amount of —

(i) any balancing charge or the aggregate amount of the
balancing charges;

(it) any agriculture charge or the aggregate amount of
the agriculture charges; and

(iii) any forest charge or the aggregate amount of the
forest charges,

falling to be made for the relevant year under Schedule 3 in
relation to that source,

reduced by the amount of any allowance or the aggregate amount of
the allowances falling to be made for the relevant year under that
Schedule in relation to that source.
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(2) Where the basis period for the relevant year overlaps the basis
period for the immediately preceding year of assessment, the amount
of adjusted income for the basis period for the relevant year shall be
taken to be reduced by a sum determined in accordance with the
formula—

AXB
C

where A is the amount of the adjusted income for the basis
period for the relevant year;
B is the length of the period of the overlap; and

C s the length of the basis period for the relevant year.

Chapter 6 - Aggregate income and total income

Aggregate income

*43.(1) Subject to this Act, the aggregate income of a person for a
year of assessment (that person and year of assessment being in this
section referred to as the relevant person and the relevant year
respectively) shall consist of—

(a) the aggregate of his statutory income, if any, for the
relevant year from each of his sources consisting of a
business, reduced by any deduction falling to be made for
the relevant year pursuant to subsection (2);

(b) the aggregate of his statutory income, if any, for the
relevant year from each of his other sources; and

(c) any additions falling to be made for the relevant year
pursuant to Schedule 4.

(2) Subject to subsections (3) and (5), there shall be deducted under
paragraph (1)(a) pursuant to this subsection from the aggregate of the

*NOTE —See section 11 of Act 812 for explanations.
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relevant person’s statutory income from each of his sources consisting
of a business for the relevant year the amount ascertained under
subsection 44(4) or (5) for any particular year of assessment preceding
the relevant year or, where that amount exceeds that aggregate, so
much of that amount as is equal to that aggregate:

Provided that, where a deduction has been made or may be made
pursuant to this subsection from the aggregate of the relevant person’s
statutory income from each of his sources consisting of a business for
a year of assessment following the particular year in question or for
more than one year of assessment following that particular year and in
either such case ending prior to the relevant year, then, for the purposes
of the application of this subsection for the relevant year, there shall be
substituted in place of the amount ascertained under subsection 44(4)
or (5) for that particular year so much, if any, of that amount as has not
been deducted for the year of assessment following that particular year
or, as the case may be, for those years of assessment following that
particular year and ending prior to the relevant year.

(3) For the purposes of subsection (2), the reference to the amount
ascertained under subsection 44(4) or (5) for a particular year shall,
whenever necessary, be taken to be a reference to the aggregate of—

(a) that amount for the particular year; and

(b) so much of any such amount for a year of assessment
preceding the particular year as has not been deducted
pursuant to subsection (2) from the aggregate of the
relevant person’s statutory income from each of his
sources consisting of a business for the particular year or
for a year of assessment preceding the particular year.

(4) For the purposes of subsection (1), a person who for a year of
assessment has no statutory income from a source of his or no
aggregate statutory income of the kinds referred to in paragraphs (1)(a)
and (b) shall be regarded as having for that year a statutory income of
zero from that source or, as the case may be, an aggregate statutory
income of the kind referred to in paragraph (1)(a) or the kind referred
to in paragraph (1)(b), as the case may be, of zero.
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(5) (Deleted by Act 661).

(6) A reference in this section to the aggregate of the relevant
person’s statutory income from each of his sources consisting of a
business or from each of his other sources shall where he has only one
source consisting of a business or only one other source, be construed
as a reference to his statutory income from that one source consisting
of a business or from that one other source, as the case may be.

Total income

*44, (1) The total income of a person for a year of assessment (that
person and year of assessment being in this section referred to as the
relevant person and the relevant year respectively) shall consist of the
amount of his aggregate income for the relevant year reduced—

(@)

(b)

(©)

(d)

(€)

(f)

first, by any deduction falling to be made for the relevant
year pursuant to subsection (2);

next, by any deduction falling to be so made pursuant to
Schedule 4 or 4s;

next, by any deduction falling to be so made pursuant to
subsection (6) or (6A);

next, by any deduction falling to be so made pursuant to
subsection (8), (9), (10), (11), (11A), (118), (11c) or (11b);

next, by any deduction falling to be so made pursuant to
section 44a; and

thereafter, by any deduction falling to be so made pursuant
to section 44s.

(2) Subject to subsections (3) and (5), there shall be deducted
pursuant to this subsection from the aggregate income of the relevant
person for the relevant year the amount of any adjusted loss from a

*NOTE —See section 10 of Act 644 and section 11 of Act 812 for explanations.
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source of his for the basis period for the relevant year or, where there
is an adjusted loss from each of two or more sources of his for the
appropriate basis period for each source for the relevant year, the
aggregate of the adjusted loss from each of those sources for its
appropriate basis period for the relevant year.

(3) Forthe purposes of subsection (2), where in relation to a source
the basis period for the relevant year overlaps the basis period for the
immediately preceding year of assessment, the amount of the adjusted
loss from that source for the basis period for the relevant year shall be
taken to be reduced by a sum which bears the same proportion to that
amount as the length of the period of the overlap bears to the length
of the basis period for the relevant year and the amount of that loss as
so reduced shall be taken to be the amount of the adjusted loss from
that source for the basis period for the relevant year.

(4) Where the relevant person has no aggregate income for the
relevant year, there shall be ascertained for the purposes of section 43
the amount of any adjusted loss from a source of his for the basis period
for the relevant year or the aggregate of any adjusted loss from each of
his sources for its appropriate basis period for the relevant year, as the
case may be, which would have fallen to have been deducted pursuant
to subsection (2) but for the absence of aggregate income.

(5) Where the amount referred to in subsection (4) exceeds the
relevant person’s aggregate income for the relevant year, so much of
that amount as is equal to that aggregate income shall be deducted
pursuant to subsection (2) and there shall be ascertained for the
purposes of section 43 the amount of that excess.

(5A) The amount ascertained under subsection (4) or (5) for any
relevant year in respect of a company shall be disregarded for the
purposes of section 43 unless the Director General is satisfied that the
shareholders of that company on the last day of the basis period for
that relevant year in which such amount is ascertained were
substantially the same as the shareholders of that company on the first
day of the basis period for the year of assessment in which such amount
would otherwise be deductible under that section and such amount
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disregarded shall not be allowed as a deduction in subsequent years of
assessment.

(58) For the purpose of subsection (5a)—

(a) the shareholders of the company at any date shall be
substantially the same as the shareholders at any other date
if on both those dates—

(i) more than fifty per cent of the paid-up capital in
respect of the ordinary share of the company is held
by or on behalf of the same persons; and

(it) more than fifty per cent of the nominal value of the
alloted shares in respect of ordinary share in the
company is held by or on behalf of the same
persons; and

(b) shares in the company held by or on behalf of another
company shall be deemed to be held by the shareholders
of the last mentioned company.

(5¢) Insubsection (58), “ordinary share” means any share other than
a share which carries only a right to any dividend which is of—

(a) a fixed amount or at a fixed rate per cent of the nominal
value of the shares; or

(b) a fixed rate per cent of the profits of the company.

(50) Where there is a substantial change in the shareholders of a
company referred to in subsection (5A), the Minister may under special
circumstances exempt that company from the provisions of that
subsection.

(5e) Where a partnership or a company is converted into a limited
liability partnership in accordance with section 29 or 30 of the Limited
Liability Partnerships Act 2012, the amount ascertained under
subsection 44(4) or (5) for any relevant year in respect of that
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partnership or company shall be allowed for the purposes of
ascertaining the aggregate income of that limited liability partnership
for a year of assessment following the relevant year.

(5¢F) Notwithstanding subsection (4) or (5), the amount ascertained
under either of those subsections for any relevant year shall only be
deductible in accordance with subsection 43(2) for a period of seven
consecutive years of assessment and that period commences
immediately following the relevant year of assessment and any amount
or balance of the amount which is not deductible at the end of that
period shall be disregarded for the purposes of this Act.

(6) Subject to subsection (12), there shall be deducted pursuant to
this subsection from the aggregate income of a person for the relevant
year reduced by any deduction falling to be made for that year in
accordance with subsection (1) an amount equal to any gift of money
made by him in the basis year for that year to the Government, a State
Government, a local authority or an institution or organization or a
fund, approved for the purposes of this section by the Director General
on the application of the institution or organization concerned:

Provided that the amount to be deducted from the aggregate
income for the relevant year in respect of any gift of money made to
any institution, organization or fund approved for the purposes of this
section by the Director General shall not exceed ten per cent of the
aggregate income of that person in the relevant year.

(6A) Subject to subsection (12), there shall be deducted pursuant to
this subsection from the aggregate income of a person for the relevant
year reduced by any deduction falling to be made for that year in
accordance with subsection (1) an amount equal to the value, as
determined by the Department of Museums Malaysia or the National
Archives of any gift of artefact, manuscript or painting made by him
in the basis year for that year to the Government or State Government.

(68) Where any institution, organization, appropriate religious
authority, body or public university is aggrieved by the decision of the
Director General in respect of an application made under
subsection (6) or (11p), the institution, organization, appropriate
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religious authority, body or public university may, within thirty days
after being informed of the decision, appeal to the Minister and the
Minister may make any decision as he considers fit.

(7) In subsection (6)—

“fund” means a fund administered and augmented by an institution
or organization in Malaysia for the sole purpose of carrying out the
objectives for which the fund is established or held and that fund is not
established or held primarily for profit;

“institution” means an institution in Malaysia which is not operated
or conducted primarily for profit and which is—

(@)
(b)
(©)
(d)

(€)

(f)

a hospital;

a public or benevolent institution;

a university or other educational institution;

a public authority or society engaged solely in research or
other work connected with the causes, prevention or cure

of disease in human beings;

a Government-assisted institution engaged in socio-
economic research; or

a technical or vocational training institution;

“organization” means an organization in Malaysia which is not
operated or conducted primarily for profit and which is—

(@)

an organization established and maintained exclusively to
administer and augment a public or private fund
established or held for the sole purpose of the
establishment, enlargement or improvement of an
institution or solely for the provision of a scholarship,
exhibition or prize for an individual for educational work,
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(©)

(d)
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research work or other similar work in an institution or in
what would be an institution if it were in Malaysia;

an organization established and maintained exclusively to
administer and augment a public or private fund
established or held for the sole purpose of carrying out the
objective in which the institution is operated or conducted,

an organization established and maintained exclusively to
administer and augment a public fund established or held
solely for the relief of distress among members of the
public;

an organization established and maintained exclusively to
administer and augment a public fund established and held
solely for the purposes of religious worship or the
advancement of religion and such fund is to be used—

(i) for the construction, improvement, purchase or
maintenance of a building in Malaysia which is—

(A) intended to be used (and, when constructed
or purchased, is used) exclusively for those
purposes; and

(B) intended to be open (and, when constructed
or purchased, is open) to any member of the
public for those purposes; or

(if) to provide facilities to carry on the activity related
to those purposes; or

(ili) to provide for the management of the activity
related to those purposes;

an organization which maintains or assists in maintaining
a zoo, museum, art gallery or similar undertaking or is
engaged in or in connection with the promotion of culture
or the arts;
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(e) an organization engaged in or in connection with the
conservation or protection of animals;

() a Government-assisted organization engaged solely in
addressing problems relating to industrial and commercial
development and promoting and enhancing the
relationship between the public sector and the private
sector;

() a Government-assisted organization established and
maintained exclusively to administer and augment a fund
established or held solely for promoting national unity;

(h) an organization established exclusively for the
conservation or protection of the environment;

(i) an international organization as defined under the
International Organization (Privileges and Immunities)
Act 1992 [Act 485] carrying out such charitable activities
as determined by the Minister;

(1) an organization established and maintained exclusively to
administer or augment a fund established or held for the
purpose of carrying out projects towards the acculturation
of the community in information and communication
technology, approved by the Minister; or

(k) a benevolent fund or trust account established or held for
the sole purpose of providing relief or aid to an individual
who has no, or insufficient means, or in the case of a
dependent individual whose parents or guardian has no, or
insufficient means, to pay for the cost of the medical
treatment required by such individual to treat a serious
disease as defined in subsection 46(2).

(7A) An institution or organization referred to in subsection (7)—

(@ may apply not more than twenty-five per cent of its
accumulated funds or that of the fund approved under
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subsection (6) as at the beginning of the basis period for
the year of assessment for the carrying on of, or
participation in, a business:

Provided that the profits or income derived therefrom
shall be used solely for charitable purposes or for the
primary purpose for which the institution, organization or
fund was established; or

(b) may carry out charitable activities outside Malaysia with
the prior consent of the Minister.

(78) The reference to the carrying on of, or participation in, a
business in paragraph (7A)(a) shall not include the carrying on of a
business by an institution or organization where—

(@) the business is carried on in the course of the actual
carrying out of the primary purpose of the institution,
organization or fund; or

(b) the work in connection with the business is mainly carried
on by persons for whose benefit the institution,
organization or fund was established.

(8) Subject to subsection (12), there shall be deducted pursuant to
this subsection from the aggregate income of a person to whom
paragraph 34(6)(g) does not apply, for the relevant year reduced by
any deduction for that year in accordance with subsection (1) an
amount equal to any gift of money made by him in the basis year for
that year, for the provision of library facilities which are accessible to
the public, to public libraries and libraries of schools and institutions
of higher education, not exceeding twenty thousand ringgit.

(9) There shall be deducted pursuant to this subsection from the
aggregate income of a relevant person who is an individual for the
relevant year reduced by any deduction for that year in accordance with
subsection (1) an amount equal to any gift of money or contribution in
kind (the value to be determined by the relevant local authority) made
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by him in the basis year for that year for the provision of facilities in
public places for the benefit of disabled persons.

(10) There shall be deducted pursuant to this subsection from the
aggregate income of a relevant person who is an individual for the
relevant year reduced by any deduction for that year in accordance with
subsection (1) an amount equal to any gift of money or the cost or value
(as certified by the Ministry of Health) of any gift of medical
equipment made by him in the basis year for that year to any healthcare
facility approved by that Ministry, and that amount shall not exceed
twenty thousand ringgit.

(11) Subject to subsection (12), there shall be deducted pursuant to
this subsection from the aggregate income of a relevant person for the
relevant year reduced by any deduction for that year in accordance with
subsection (1) an amount equal to the value of any gift of painting (to
be determined by the National Art Gallery or any state art gallery)
made by him in the basis year for that year to the National Art Gallery
or any state art gallery.

(11A) There shall be deducted pursuant to this subsection from the
aggregate income of a person other than an offshore company
excluding chargeable offshore company and individual for the relevant
year reduced by any deduction for that year in accordance with
subsection (1) an amount equal to the payment of zakat perniagaan
which is paid in the basis period for that relevant year to an appropriate
religious authority established under any written law or any person
authorized by such religious authority:

Provided that the amount to be deducted pursuant to this subsection
shall not exceed one-fortieth of the aggregate income of that person in
the relevant year.

(118) There shall be deducted from the aggregate income of a
relevant person for the relevant year reduced by any deduction for that
year in accordance with subsection (1) an amount equal to any gift of
money made by the relevant person in the basis period for that year for
any sports activity approved by the Minister:
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Provided that the amount to be deducted pursuant to this subsection
shall not exceed the difference between the amount of ten per cent of
the aggregate income of that person in the relevant year and the total
amount that has been deducted pursuant to the proviso to subsections
(6), (11c) and (11p) for that relevant year.

(11c) There shall be deducted from the aggregate income of a
relevant person for the relevant year reduced by any deduction for that
year in accordance with subsection (1) an amount equal to any gift of
money or cost of contribution in kind made by the relevant person in
the basis period for that year for any project of national interest
approved by the Minister:

Provided that the amount to be deducted pursuant to this subsection
shall not exceed the difference between the amount of ten per cent of
the aggregate income of that person in the relevant year and the total
amount that has been deducted pursuant to the proviso to subsections
(6), (11B) and (11p) for that relevant year.

(11p) There shall be deducted pursuant to this subsection from the
aggregate income of a relevant person for the relevant year reduced by
any deduction falling to be made for that year in accordance with
subsection (1) an amount equal to any gift of money in the form of—

(a) wakaf made by him in the basis period for that year to any
appropriate religious authority established under any
written law, body established by that appropriate religious
authority or public university allowed by that appropriate
religious authority to receive wakaf; or

(b) endowment made by him in the basis period for that year
to a public university:

Provided that—
(a) the wakaf or endowment is made for the purpose of

achieving the objective of establishment of the appropriate
religious authority, body or public university;
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(b) the appropriate religious authority, body or public
university is approved by the Director General for the
purposes of this section on the application of the
appropriate religious authority, body or public university
concerned; and

(c) the amount to be deducted pursuant to this subsection shall
not exceed the difference between the amount of ten per
cent of the aggregate income of that person in the relevant
year and the total amount that has been deducted pursuant
to the proviso to subsections (6), (11B) and (11c).

(11e) For the purpose of subsection (11p), “public university”
means a higher educational institution having the status of a University
established under the Universities and University Colleges Act 1971
[Act 30] and the Universiti Teknologi MARA established under the
Universiti Teknologi MARA Act 1976 [Act 173].

(12) In subsections (6), (6A), (8) and (11), references to basis year
in relation to a company, limited liability partnership, trust body or co-
operative society shall be construed as references to the basis period
for the year of assessment of that company, limited liability
partnership, trust body or co-operative society.

Group relief for companies

“44A. (1) Subject to this section, a company (referred to in this section
as a “surrendering company”) may, for the basis period for three
consecutive years of assessment, surrender not more than seventy per
cent of its adjusted loss in the basis period of a year of assessment to
one or more related companies (referred to in this section as a
“claimant company”):

Provided that the surrendering company and the claimant company
shall be resident in the basis year for that year of assessment and
incorporated in Malaysia.

*NOTE —See section 13 of Act 812 for explanations.
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(1a) For the purpose of subsection (1), the basis period for three
consecutive years of assessment commences—

(a) immediately following the basis period for a year of
assessment the surrendering company first commences
operation, provided that the basis period consists of a period
of twelve months; or

(b) immediately following the second basis period the
surrendering company first commences operation (in this
paragraph referred to as the “second basis period”), if the
basis period for a year of assessment the surrendering
company first commences operation is less or more than
twelve months and the second basis period consists of a
period of twelve months.

(2) Subsection (1) shall apply if for any year of assessment—

(@) the surrendering company and the claimant company—

(i)

(i)

(iii)

(iv)

v)

are related companies throughout the basis period
for that year of assessment and the twelve months
period immediately preceding that basis period;

have paid-up capital in respect of ordinary share of
more than two million five hundred thousand
ringgit at the beginning of the basis period for that
year of assessment;

have twelve months basis period ending on the
same day;

make an irrevocable election to surrender or claim
an amount of adjusted loss in the return furnished
for that year of assessment under section 774; and

are subject to tax at the appropriate rate as specified
in paragraph 2 of Part | of Schedule 1; and



(b)

Income Tax 125

the claimant company has a defined aggregate income for
that year of assessment.

(3) For the purpose of this section, a surrendering company and
claimant company are related companies if at least—

(@)

(b)

(©)

seventy per cent of the paid-up capital in respect of
ordinary shares of the surrendering company is directly or
indirectly (through the medium of other companies
resident and incorporated in Malaysia) owned by the
claimant company;

seventy per cent of the paid-up capital in respect of
ordinary shares of the claimant company is directly or
indirectly (through the medium of other companies
resident and incorporated in Malaysia) owned by the
surrendering company; or

seventy per cent of the paid-up capital in respect of
ordinary shares of the surrendering company and claimant
company are directly or indirectly owned by another
company resident and incorporated in Malaysia.

(4) Subject to subsection (5), any amount of adjusted loss
surrendered under this section for any year of assessment—

(a)

(b)

(©)

shall be the amount or aggregate amount of the adjusted
loss or the excess of that amount of the surrendering
company for that year of assessment as ascertained under
subsection 44(4) or (5);

shall be allowed to a claimant company as a deduction in
ascertaining the total income of the claimant company in
accordance with subsection 44(1); and

shall not exceed the defined aggregate income of the
claimant company for that year of assessment.

(5) Where the amount of adjusted loss is—
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(@) surrendered to more than one claimant company, the
adjusted loss shall be fully deducted in accordance with
subsection (4) to the first claimant company before any
excess of the adjusted loss is surrendered and deducted in
accordance with that subsection to the second claimant
company and so on; or

(b) claimed by a claimant company from more than one
surrendering company, the adjusted loss surrendered from
the first surrendering company shall be deducted in
accordance with subsection (4) to that claimant company
before the adjusted loss is surrendered from the second
surrendering company be deducted in accordance with
that subsection to that claimant company and so on.

(6) Forthe purpose of subsection (5), the surrendering company and
the claimant company shall ascertain the order of priority in respect of
the adjusted loss surrendered or claimed but if that loss cannot be
effected in accordance with the order of priority specified by any
surrendering company or claimant company the amount of adjusted
loss surrendered or claimed shall be dealt with in such manner as the
Director General thinks reasonable and proper.

(7) Notwithstanding that a company to which subsection (3)
applies, owns at least seventy per cent of the paid-up capital in the
other company, it shall not be treated to have satisfied that subsection
unless additionally in the year of assessment the first-mentioned
company is beneficially entitled to at least seventy per cent of—

(@) any residual profits of the other company, available for
distribution to that other company’s equity holders; and

(b) any residual assets of the other company, available for
distribution to that other company’s equity holders on a
winding up.

(8) Notwithstanding any other provision of this section, where—
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(@) a claimant company has made an election under
subsection (2), that company shall not in that year elect
to surrender its adjusted loss to any other claimant
company; or

(b) a surrendering company has made an election under
subsection (2), that company shall not in that year elect to
claim any adjusted loss from any other surrendering
company.

(9) Where—

(@) in the basis year for a year of assessment the Director
General discovers that the adjusted loss as mentioned in
subsection (4) ought not to have been deducted in arriving
at the total income of the claimant company, the Director
General may in that year or within five years after its
expiration make an assessment or additional assessment in
respect of that company in order to make good any loss of
tax; or

(b) the surrendering company gives an incorrect information
in the return furnished under section 77a in respect of the
amount of adjusted loss surrendered, the Director General
may, by a notice in writing, require the surrendering
company to pay a penalty equal to the amount of tax which
had or would have been undercharged by the claimant
company in consequence of the incorrect information and
where the surrendering company is dissatisfied with the
penalty, the surrendering company may within thirty days
of being notified appeal to the Special Commissioners as
if the notice were a notice of assessment and the provision
of this Act relating to appeals shall apply accordingly with
any necessary modifications.

(10) The provisions of this section shall not apply to a company for
a basis period for a year of assessment where the period during which
that company—
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(aa)

(b)

(©)

(d)

(€)

(f)

9)
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IS a pioneer company or has been granted approval for
investment tax allowance under the Promotion of
Investments Act 1986;

has unutilized investment tax allowance or adjusted loss
from a pioneer business under the Promotion of
Investments Act 1986;

is exempt from tax on its income under section 54a,
paragraph 127(3)(b) or subsection 127(3A);

has made a claim for a reinvestment allowance under
Schedule 7a;

has made a claim for deduction in respect of an approved
food production project under the Income Tax (Deduction
for Investment in an Approved Food Production Project)
Rules 2006;

has made a claim for deduction under the Income Tax
(Deduction for Cost of Acquisition of Proprietary Rights)
Rules 2002;

has been granted a deduction under the Income Tax
(Deduction for Cost of Acquisition of a Foreign Owned
Company) Rules 2003; or

has made a claim for deduction under any rules made
under section 154 and those rules provide that this section
shall not apply to that company.

(11) For the avoidance of doubt—

(@)

the amount of adjusted loss surrendered under this section
shall be disregarded for the purpose of ascertaining the
aggregate income of the surrendering company under
section 43; and
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(b) the provisions of this Act shall apply to any adjusted loss
of the surrendering company which is not surrendered
under this section.

(12) In this section—

“commercial loan” means any borrowing which entitles the creditor
to any return which is of only—

(a) afixed amount or at a fixed rate per cent of the amount of
the borrowing; or

(b) of a fixed rate per cent of the profits of the company;

“defined aggregate income”, in relation to a year of assessment,
means the aggregate income of a claimant company for that year
reduced by a deduction made pursuant to paragraphs 44(1)(a), (b), (c)
and (d);

“equity holder” means any holder of ordinary share in the claimant
or surrendering company or any creditor of that company in respect of
any non-commercial loan;

“non-commercial loan” means any borrowing other than a
commercial loan;

“ordinary shares” means any share other than a share which carries
only a right to any dividend which is of—

(a) a fixed amount or at a fixed rate per cent of the value of
the shares; or

(b) a fixed rate per cent of the profits of the company;

“residual assets” means net assets of the claimant surrendering
company after distribution made to—

(@) creditors of that company in respect of commercial loans; and
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(b) holders of shares other than ordinary share,

and where that company has no residual asset, a notional amount of
one hundred ringgit is deemed to be the residual assets of the company;

“residual profits” means profits of the claimant or surrendering
company after deducting any dividend which is of—

(a) a fixed amount or at a fixed rate per cent of the value of
the shares of that company; or

(b) a fixed rate per cent of the profits of that company,

but before deducting any return due to any non-commercial loan
creditor which is not of—

(i) afixed amount or at a fixed rate per cent of the amount
of the borrowing; or

(i) a fixed rate per cent of the profits of that company,
and where that company has no residual profit, a notional amount of
one hundred ringgit is deemed to be the residual profits of that
company.

Carry-back losses
*44B. (1) In this section—

“adjusted loss” means the amount or aggregate amount of the
adjusted loss of a person from a source of his or the excess of that

amount for the basis period for a year of assessment as ascertained
under subsection 44(4) or 44(5);

*NOTE—Notwithstanding the provisions of section 46 of the Finance Act 2007 [Act 683], any amount of
tax refunded in respect of any tax discharged for the year of assessment preceding the year of assessment
2009 as a consequence of any deduction allowed in accordance with section 44B of the principal Act, shall
not reduce the 108 balance or revised 108 balance of a company under section 46 of the Finance
Act 2007-see section 4 of Income Tax (Amendment) Act 2009 [Act A1349].
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“defined aggregate income”, in relation to a year of assessment,
means the aggregate income of the person for that year reduced by any
deduction made pursuant to paragraphs (a), (b), (c), (d), and (e) of
subsection 44(1);

“immediately preceding”, in relation to a year of assessment,
means—

(a) for the year of assessment 2009, the year of assessment
2008; and

(b) for the year of assessment 2010, the year of assessment
2009

(2) Subject to subsection (6), this section shall apply if—

(@) the basis period of a person for the year of assessment
2009 or 2010 and the basis period for the year of
assessment immediately preceding the year of assessment
2009 or 2010 ends on the same day; and

(b) that person is subject to tax at the appropriate rate as specified
in paragraph 1, 1A, 2 or 2a of Part | of Schedule 1.

(3) Subject to this section, where a person has made an irrevocable
election under subsection (4), the amount of the adjusted loss of that
person from a source of his for the basis period for a year of assessment
2009 or 2010, other than the adjusted loss surrendered by that person
pursuant to section 44a, shall be allowed as a deduction in ascertaining
the total income of that person for a year of assessment immediately
preceding the year of assessment 2009 or 2010, in accordance with
subsection 44(1).

(4) For the purpose of subsection (3), a person shall make an
irrevocable election, either for the year of assessment 2009 or 2010, in
the return furnished for the year of assessment 2009 or 2010 to deduct
an amount of the adjusted loss from a source of his for the basis period
for that year of assessment in ascertaining the total income of that
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person for the year of assessment immediately preceding the year of
assessment 2009 or 2010.

(5) The amount of adjusted loss of a person from a source of his for
the basis period for a year of assessment 2009 or 2010 to be deducted
pursuant to subsection (3)—

(@)
(b)

shall not exceed one hundred thousand ringgit; or

where the amount of the defined aggregate income for the
year of assessment immediately preceding the year of
assessment 2009 or 2010 is less than one hundred
thousand ringgit, shall not exceed the amount of the
defined aggregate income.

(6) The provisions of this section shall not apply to a person if
during the basis period for a year of assessment 2009 or 2010 and the
basis period for a year of assessment immediately preceding the year
of assessment 2009 or 2010, that person—

(@)

(b)

(©)

(d)

IS a pioneer company or has been granted approval for
investment tax allowance under the Promotion of
Investments Act 1986;

is exempt from tax on its income under section 54a,
paragraph 127(3)(b) or subsection 127(3a), or tax paid or
payable by that person for that year of assessment is
remitted under section 129;

has made a claim for a reinvestment allowance under
Schedule 7a;

has made a claim for deduction in respect of an approved
food production project under the Income Tax (Deduction
for Investment in an Approved Food Production Project)
Rules 2006 [P.U. (A) 55/2006];



(€)

(f)

9)

(h)

(i)

@)
(k)
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has made a claim for deduction under the Income Tax
(Deduction for Cost of Acquisition of Proprietary Rights)
Rules 2002 [P.U. (A) 63/2002];

has made a claim for deduction under the Income Tax
(Deduction for Cost of Acquisition of a Foreign Owned
Company) Rules 2003 [P.U. (A) 310/2003];

has made a claim for deduction under any rules made
under section 154, other than the rules specified in
paragraphs (d), (e) and (f), and those rules made under
section 154 provide that this section shall not apply to that
person;

is an investment holding company under section 60rA,;
carries on insurance business under section 60, inward
reinsurance business under section 60a or offshore
insurance business under section 608;

carries on takaful business under section 60aA; or

in the case of an individual, has no source consisting of a
business.

(7) Where in the basis year for a year of assessment the Director

General

discovers that the adjusted loss referred to in

subsection (3) ought not to have been deducted in arriving at the
total income of a person for the year of assessment immediately

preceding

the year of assessment 2009 or 2010, the Director

General may in the first-mentioned year or within six years after
its expiration—

(@)

(b)

make an assessment or additional assessment in respect of
that person in order to make good any loss of tax; and

require that person to pay a penalty equal to the amount of
tax, which had or would have been undercharged by that
person, pursuant to an assessment made under paragraph (a).
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(8) For the avoidance of doubt—

(@)

(b)

the amount of adjusted loss which has been allowed as a
deduction pursuant to this section shall be disregarded for the
purpose of ascertaining the aggregate income of a person for
a year of assessment immediately following the year of
assessment 2009 or 2010 under subsection 43(2); and

the provisions of this Act shall apply to the balance of the

adjusted loss (if any) of a person which has not been
allowed as a deduction pursuant to this section.

Chapter 7 - Chargeable Income

Chargeable income and aggregation of husband’s and wife’s

income

45. (1) Subject to this section, the chargeable income of a person for
a year of assessment shall be his total income for that year less any
deductions allowed by this Chapter for that year.

(2) Subject to this section, where an individual and his wife were
living together in the basis year for a year of assessment and did not in
that basis year cease to live together or to be husband and wife of each

other—

(@)

(b)

the wife may elect in writing (wife who elects) that her
total income shall be aggregated with the total income of
her husband and assessed in his name for that year of
assessment; or

the husband may elect in writing (husband who elects) that
his total income shall be aggregated with the total income
of his wife and assessed in her name for that year of
assessment:

Provided that where the wife who elects or the husband who elects
is not resident for the basis year for a year of assessment, such wife or



Income Tax 135

husband, as the case may be, may elect under this subsection only if
she or he is a citizen.

(3) For the purposes of paragraph (2)(b)—

(a) forany year of assessment, that paragraph shall only apply
if there is no election made by a wife or wives under
paragraph (2)(a) for that year of assessment; and

(b) the election shall only be made with one wife.

(4) Where under subsection (2) the total income of the wife who
elects falls to be aggregated with that of her husband or the total
income of the husband who elects falls to be aggregated with that of
his wife, for a year of assessment, the wife who elects or the husband
who elects, as the case may be, shall be treated as having no chargeable
income for that year.

(5) The election referred to in subsection (2) shall be made in a
return furnished in accordance with subsection 77(1).
Deduction for husband
45a. (1) Where—
(@) the husband has no source of income;

(b) the husband has no total income which can be aggregated
with that of his wife; or

(c) an election has been made by the husband under
paragraph 45(2)(b),

there shall be allowed to the wife, for a year of assessment, in addition
to the allowances or deduction (if any) to that wife under sections 46,
48 and 49, a deduction of four thousand ringgit for the husband and a
further three thousand five hundred ringgit if he is a disabled person:
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Provided that this section shall only apply to one wife.

(2) This section shall not apply where, in relation to paragraph
(1)(b), the husband, other than a husband who is a disabled person, has
an income which is derived from sources outside Malaysia and his
gross income from those sources for a year of assessment is more than
the amount of deduction allowed for a husband.

Deduction for individual and Hindu joint family

46. (1) In the case of an individual or a Hindu joint family resident
for the basis year for a year of assessment, there shall be allowed for
that year of assessment personal deductions of—

(@) nine thousand ringgit for that individual in respect of
himself and his dependent relatives (if any), or for that
Hindu joint family;

(b) (Deleted by Act 600);

(c) an amount limited to a maximum of five thousand ringgit
in respect of medical treatment, special needs or carer
expenses expended in that basis year by that individual for
his parents and the claim is evidenced by certification of a
medical practitioner that the medical conditions of the
parents require medical treatment or special needs or carer
and—

(1) in the case of medical treatment or special needs, a
receipt on the amount expended; or

(if) inthe case of carer, a written certification or receipt
from, or work permit of, the carer:

Provided that for the purpose of this paragraph—
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(@) “carer” shall not include that individual, his
wife or her husband or the child of the
individual;

(b) “parents” shall be individuals resident in
Malaysia;

(c) the medical treatment and care services are
provided in Malaysia; and

(d) the medical practitioner is registered with
the Malaysian Medical Council.

(d) an amount limited to a maximum of six thousand ringgit

(€)

(f)

expended or deemed expended under subsection (3) in that
basis year by that individual for the purchase of any
necessary basic supporting equipment for his own use, if
he is a disabled person or for the use of his wife, child or
parent, who is a disabled person, or in the case of a wife,
for her own use, if she is a disable person, or for the use of
her husband, child or parent, who is a disabled person;

a further six thousand ringgit for that individual if he is a
disabled person;

fees expended in that basis year by that individual on
himself for—

(i) any course of study up to tertiary level, other than a
degree at Masters or Doctorate level, undertaken for
the purpose of acquiring law, accounting, Islamic
financing, technical, vocational, industrial,
scientific or technological skills or qualifications;
or

(i) any course of study for a degree at Masters or
Doctorate level undertaken for the purpose of
acquiring any skill or qualification,
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in any institution or professional body in Malaysia
recognized by the Government or approved by the
Minister, as the case may be, and the total deduction under
this paragraph is subject to a maximum amount of seven
thousand ringgit;

medical expenses expended or deemed expended under
subsection (3) in that basis year by that individual—

(i) on himself if he is undergoing treatment for a
serious disease or on his wife or child who is
undergoing treatment for a serious disease, or in
the case of a wife, on herself if she is undergoing
treatment for a serious disease or on her husband
or child who is undergoing treatment for a serious
disease; or

(i1) on himselfif he is undergoing fertility treatment or
on his wife who is undergoing fertility treatment,
or in the case of a wife, on herself if she is
undergoing fertility treatment or on her husband
who is undergoing fertility treatment:

Provided that—

(@

()

(©)

the claim is evidenced by a receipt and certification issued
by a medical practitioner registered with the Malaysian
Medical Council that the serious disease treatment was
provided to that individual, spouse or child, or that fertility
treatment was provided to that individual or the spouse;

the total amount of deduction under this paragraph is
subject to a maximum amount of six thousand ringgit; and

for the purpose of subparagraph (ii)—

(A) the individual is married; and
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(B) “fertility = treatment”  means intrauterine
insemination or in vitro fertilization treatment or
any other fertility treatment;

(h) an amount limited to a maximum of five hundred ringgit
in respect of complete medical examination expenses
expended or deemed expended under subsection (3) in
that basis year by that individual on himself or on his wife
or on his child, or in the case of a wife, on herself or on
her husband or on her child, as evidenced by receipts
issued by a hospital or a medical practitioner:

Provided that the deduction under this paragraph shall
be part of the amount limited to a maximum of six
thousand ringgit in paragraph (9);

(i) (Deleted by Act 785);
(1) (Deleted by Act 785);

(k) anamount limited to a maximum of eight thousand ringgit
deposited in that basis year by that individual for his child
into the Skim Simpanan Pendidikan Nasional account
established under the Perbadanan Tabung Pendidikan
Tinggi Nasional Act 1997 [Act 566]:

Provided that if any withdrawal is made from the
account by that individual in that basis year, the amount
deposited during that year shall be reduced by that
withdrawal and regard shall be had only to the reduced
amount subject to a maximum amount of eight thousand
ringgit;

() (Deleted by Act 785);
(m) (Deleted by Act 785);

(n) an amount limited to a maximum of two hundred and fifty
ringgit in respect of a contribution made or suffered in that
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basis year by that individual to the Social Security
Organization pursuant to the Employees’ Social Security
Act 1969;

*(0) an amount of one thousand five hundred ringgit for each of
the parent of that individual—

(i) whoisaresidentand, at any time in that basis year,
aged sixty years and above; and

(it) whose annual income does not exceed twenty-four
thousand ringgit for that year of assessment:

Provided that—

(@) the deduction under this paragraph shall
be allowed for a maximum of two parents;

(b) the deduction under this paragraph shall
not be allowed for an individual who has
made a claim under paragraph 46(1)(c) for
the same basis year; and

(c) where two or more individuals are each
entitled to claim a deduction for a year of
assessment under this paragraph in respect
of the same parent, there shall be allowed
to each of those individuals, in place of the
whole deduction which would otherwise
be allowed under this paragraph, an
amount of the whole deduction equally
apportioned according to the number of
the individuals making the claim;

(p) an amount expended or deemed expended under
subsection (3) in that basis year by that individual—

*NOTE —This provision has effect for the year of assessment 2016 until the year of assessment 2020-see
section 3 and paragraph 12(d) of the Finance Act 2015 [Act 773].
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(i) for the purchase of books, journals, magazines,
printed newspapers and other similar publications
for the purpose of enhancing knowledge for his
own use or for the use of his wife or child, or in the
case of a wife, for her own use or for the use of her
husband or child;

(i) for the purchase of a personal computer,
smartphone or tablet (not being used for the
purpose of his own business) for his own use or for
the use of his wife or child, or in the case of a wife,
for her own use or for the use of her husband or
child;

(iii) for the purchase of sports equipment for any sports
activity as defined under the Sports Development
Act 1997 (excluding motorized two-wheel
bicycles) and gym memberships for his own use or
for the use of his wife or child, or in the case of a
wife, for her own use or for the use of her husband
or child; and

(iv) for the payment of monthly bill for internet
subscription under that individual’s name for his
own use or for the use of his wife or child, or in the
case of a wife, for her own use or for the use of her
husband or child,

as evidenced by receipts issued in respect of the purchase
or payment, as the case may be, and the total deduction
under this paragraph is subject to a maximum amount of
two thousand five hundred ringgit;

an amount limited to a maximum of one thousand ringgit
expended in that basis year for that year of assessment by
that individual for the purchase of Dbreastfeeding
equipment for that individual’s own use for a child of that
individual aged two years old and below, as evidenced by
receipts issued in respect of the purchase:
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Provided that—

(@)

(b)

(©)

for the purpose of this paragraph, breastfeeding
equipment refers to a breast pump kit and an ice
pack, a breast milk collection and storage
equipment, and a cooler set or bag;

the deduction under this paragraph shall not be
allowed for a year of assessment immediately
following that year of assessment; and

the maximum amount of deduction under this
paragraph shall apply notwithstanding that that
individual may have more than one child; and

(r) an amount limited to a maximum of two thousand ringgit
expended or deemed expended under subsection (3) in
respect of the payment of child care fees to a child care
centre registered with the Director General of Social
Welfare under the Child Care Centre Act 1984 [Act 308]
or a kindergarten registered under the Education Act 1996
[Act 550] in that basis year by that individual for a child of
that individual aged six years and below as evidenced by
receipts issued by such child care centre or kindergarten:

Provided that—

(@)

(b)

where a wife living together with her husband is
assessed separately for that year, the deduction
under this paragraph shall only be allowed either
to the husband or to the wife; and

the maximum amount of deduction under this
paragraph shall apply notwithstanding that that
individual may have more than one child.

(2) In this section—
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“child” shall be construed as referring to a child as defined in
subsection 48(9);

(3) For the purposes of paragraphs (1)(d), (9), (h), (k), (p) and (r)
any amount expended by the wife or the husband in the year of
assessment—

(a) where subsection 45(2) applies, shall be deemed to have
been expended by the husband of the wife who elects or
by the wife of the husband who elects, as the case may be;
or

(b) where the wife or the husband has no total income, shall
be deemed to have been expended by the husband of that
wife who has no total income or the wife of that husband
who has no total income, as the case may be:

Provided that where paragraph 45(2)(b) applies or the husband has
no total income, any amount expended by the husband shall be deemed
to have been expended by the wife who has been allowed a deduction
under section 45A.

46A. (Deleted by Act 683).

Deduction for individual on interest expended

468. (1) Subject to this section, in the case of an individual who is a
citizen and resident for the basis year for the relevant year, there shall
be allowed for that relevant year personal deduction in respect of
interest expended in that basis year by the individual to finance the
purchase of a residential property:

Provided that—

(@) the purchase of the residential property is limited to only
one unit;
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(b) the Sale and Purchase Agreement for the purchase has
been executed on or after 10 March 2009 but not later than
31 December 2010; and

(c) theindividual has not derived any income in respect of that
residential property.

(2) Subject to subsection (3), there shall be allowed to that
individual a deduction for a maximum amount of ten thousand ringgit
for each basis year for a year of assessment for a period of three
consecutive basis years beginning from the basis year in which the
interest referred to in subsection (1) is first expended by that
individual.

(3) Where—

(@) two or more individuals are each entitled to claim
deduction for the relevant year under this section for
interest expended in respect of the same residential
property; and

(b) the total amount of interest expended by those individuals
in the basis year for that relevant year exceed the amount
of deduction allowable for that relevant year under
subsection (2),

there shall be allowed to each of those individuals for that relevant year
an amount to be determined in accordance with the following formula:

AXB
C

where A is the total amount of deduction allowed under
subsection (2) for that relevant year;

B is the total interest expended in the basis year for that
relevant year by that individual; and
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C isthe total interest expended in the basis year for that
relevant year by all such individuals.

(4) For the purposes of subsection (1), any amount expended by the
wife or the husband in the relevant year—

(@) where subsection 45(2) applies, shall be deemed to have
been expended by the husband of the wife who elects or
by the wife of the husband who elects, as the case may be;
or

(b) where the wife or the husband has no total income, shall
be deemed to have been expended by the husband of that
wife or the wife of that husband, as the case may be:

Provided that where paragraph 45(2)(b) applies or where the
husband has no total income, any amount expended by the husband
shall be deemed to have been expended by the wife who has been
allowed a deduction under section 45a.

(5) For the purposes of this section, “residential property” means a
house, condominium unit, apartment or flat which is built as a dwelling
house.

Deduction for wife or former wife

47. (1) In the case of an individual resident for the basis year for a
year of assessment who in that basis year had a wife living together
with him, there shall, subject to subsections (3) and (4), be allowed for
that year of assessment a deduction of—

(@) four thousand ringgit for the wife; and

(b) a further three thousand five hundred ringgit for the wife
if she is a disabled person.

(2) In the case of an individual resident for the basis year for a year
of assessment who in that basis year—



146 Laws of Malaysia AcT 53

(a) made payments to a wife of his by way or in the nature of
alimony pendente lite;

(b) made payments by way of alimony or maintenance (in
pursuance of an order of a court or otherwise) to a former
wife whose marriage with him was dissolved or annulled
(by a court or otherwise) in accordance with any law or
customs applicable to him; or

(c) made payments in pursuance of an order of a court, a deed
or a written agreement to a wife from whom he was
separated by an order of a court, a deed of separation or a
written agreement for separation,

then, subject to subsection (3), there shall be allowed for that
year of assessment a deduction of the aggregate amount of
those payments.

(3) The total of the deductions allowed for a year of assessment to
an individual under paragraph (1)(a) and subsection (2) shall not
exceed four thousand ringgit.

(4) Where an individual’s wife is assessed separately in her name
for any year of assessment on her income no allowance or deduction
shall be made to him in respect of that wife under subsection (1).

(5) Notwithstanding subsection 45(2) but subject to subsection (4),
where an individual’s wife has no total income which can be
aggregated with that of her husband for a year of assessment, an
allowance or deduction shall be made to him in respect of that wife
under subsection (1).

(6) Subsection (5) shall not apply if the wife, other than a wife who
is a disabled person, has an income which is derived from sources
outside Malaysia and her gross income from those sources for a year
of assessment is more than the amount of deduction allowed for a wife.
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Deduction for children

48. (1) Subject to this section, where an individual who is resident
for the basis year for a year of assessment—

(@)

(b)

(©)

pays (wholly or in part) in that basis year for the
maintenance at any time in that basis year of an unmarried
child who at any time in that basis year is under the age of
eighteen years;

pays (wholly or in part) in that basis year—

(i) for the maintenance at any time in that basis year of
an unmarried child who at any time in that basis
year is receiving full-time instruction at any
university, college, school or other similar
educational establishment; or

(if) for that instruction;

pays (wholly or in part) in that basis year for the
maintenance at any time in that basis year of an unmarried
child (in subparagraphs (i) to (ii) referred to as the child)
who at any time in that basis year is serving under articles
or indentures with a view to qualifying in a trade or
profession or—

(i) pays (wholly or in part) in that basis year for any
part-time education which is received by the child
at any time in that basis year and relates to that trade
or profession;

(i1) pays (wholly or in part) in that basis year on behalf
of the child any premium payable under or in
connection with those articles or indentures; or

(iii) makes in that basis year on behalf of the child any
other payment payable under or in connection with
those articles or indentures; or
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(d) pays (wholly or in part) in that basis year for the
maintenance at any time in that basis year of an unmarried
child if it is proved to the satisfaction of the Director
General that the child is physically or mentally disabled,

there shall be allowed for that year of assessment in respect of that
child the appropriate deduction, if any, specified in subsection (2):

Provided that where a wife living together with her husband is
assessed separately for any year of assessment on her income, she may
elect in writing that the appropriate deduction be wholly allowed to her
for that year of assessment.

(2) The appropriate deduction referred to in subsection (1) is—

(@) in respect of children falling under paragraphs (1)(a) to
(c), two thousand ringgit for each child;

(b) in respect of children falling under paragraph (1)(d), six
thousand ringgit for each child.

(3) (&) Where for a year of assessment any individual is entitled
under paragraph (1)(b), (c) or (d) to a deduction specified
under paragraph (2)(a) or (b), as the case may be, in respect
of a child over the age of eighteen years and the child is
receiving full-time instruction at a university, college or
other establishment (similar to a university or college) of
higher education, or is serving under articles or indentures
with a view to qualifying in a trade or profession, then there
shall be allowed—

(i) inthe case where that individual is entitled under
paragraph (1)(b) or (c) to a deduction, in
substitution for deduction specified under
paragraph (2)(a), a deduction of four times of
the amount of deduction specified under that
paragraph (2)(a); or
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(if) in the case where that individual is entitled under
paragraph (1)(d) to a deduction, in addition to a
deduction specified under paragraph (2)(b),a further
deduction of eight thousand ringgit:

Provided that in the case of a child who is receiving
full-time instruction outside Malaysia, it shall be in respect
of an award of degree (including a degree at Master or
Doctorate level) or the equivalent of a degree.

(b) for the purpose of paragraph (a), the instruction and
educational establishment referred to in that paragraph
shall be approved by the relevant government authority.

(4) Where two or more individuals are each entitled to claim a
deduction for a year of assessment under this section for a payment
made in respect of the same child, there shall be allowed to each of
those individuals, in place of the whole deduction which would
otherwise be allowed under this section, a reduced deduction of fifty
per cent of that whole deduction.

(5) A deduction shall not be allowed to an individual under this
section for a year of assessment in respect of any child whose total
income, wherever derived or accruing, for that year exceeds the
amount of the deduction that would otherwise be allowed under this
section to that individual in respect of that child.

(6) (Deleted by Act 644).

(7) (Deleted by Act 531).

(8) (Deleted by Act A226).

(9) In this section “child”, in relation to an individual or his wife,
means a legitimate child or step-child of his or his wife, or a child

proved to the satisfaction of the Director General to have been adopted
by the individual or his wife in accordance with any law.
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Deduction for insurance premiums

49. (1)

Subject to this section, in the case of an individual resident

for the basis year for a year of assessment, there shall be allowed for
that year of assessment a deduction—

(@)

(b)

(©)

not exceeding three thousand ringgit, in respect of
premium paid by that individual for any insurance;

not exceeding four thousand ringgit, in respect of
contribution to approved scheme (other than a private
retirement scheme) made or suffered by that individual
who is an employee or a self-employed person within the
meaning of the Employees Provident Fund Act 1991
[Act 452]; or

not exceeding four thousand ringgit, in respect of any
amount made or suffered by that individual on any
contribution under any written law relating to widow,
widower and orphan’s pension or under any approved
scheme within the meaning of any such law.

(1A) For the purpose of subsection (1)—

(a) the total amount of deduction under subsection (1) shall

not exceed seven thousand ringgit;

(b) where subsection 50(2) or 50(3) applies, the amount of

(©)

deduction to be allowed shall be in accordance with
paragraphs (1)(a), (b) and (c) and the total deduction under
subsection 50(2) or (3) shall not exceed seven thousand
ringgit;

in the case of an individual who is a pensionable officer
within the meaning of section 2 of the Pensions Act 1980
[Act 227] and no deduction is made under paragraph (1)(b)
or (c) to that individual, the amount of deduction under
paragraph (1)(a) shall not exceed seven thousand ringgit.
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(18) (a) Subjectto this section, in the case of an individual resident
for the basis year for a year of assessment who has paid
any premium for insurance on education or for medical
benefits, there shall be allowed for that year of assessment
in addition to the deduction allowed under subsection (1),
a deduction of the aggregate amount of the payments or a
deduction of three thousand ringgit, whichever is the less;

(b) for the purposes of paragraph (a), where subsection 50(2)
applies, the total deduction under the paragraph shall not
exceed three thousand ringgit.

(1c) (Deleted by Act 719).

(1p) Inthe case of an individual resident for the basis year for a year
of assessment who has—

(@) paid premium for deferred annuity; or

(b) made or suffered the making of a contribution to a private
retirement scheme,

there shall be allowed for that year of assessment a deduction of the
aggregate amount of the payments or contribution or both or a
deduction of three thousand ringgit whichever is the less.

(1) For the purposes of subsection (1p), where subsection 50(2) or
(3) applies, the total deduction under that subsection shall not exceed
three thousand ringgit.

(2) For the purposes of subsection (1), no regard shall be had to any
contribution to an approved scheme unless the contribution was
obligatory by reason of—

(@) any contract of employment of the individual claiming a
deduction in respect of the contribution; or

(b) any provision in the rules, regulations, by-laws or
constitution of the scheme,
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and, where the contribution was partly obligatory by reason of such a
contract or provision and partly not so obligatory, regard shall be had
only to the part which was so obligatory.

(3) In relation to an individual claiming a deduction under
subsection (1) and (1p), “insurance” and “deferred annuity”, mean an
insurance or deferred annuity contracted for by the individual—

(@) on the individual’s life;

(b) on the life of a wife of the individual or, where the
individual is a female, on the life of the individual’s
husband; or

(c) on the joint lives of the individual and a wife or wives of
his or on the joint lives of two or more wives of his or,
where the individual is a female, on the joint lives of—

(1) the individual and her husband,;

(if) the individual, her husband and any other wife or
wives of his;

(iii) the individual and any other wife or wives of her
husband; or

(iv) her husband and any other wife or wives of his,

being an insurance or deferred annuity contracted for with an insurance
company for securing on death either a capital sum or a deferred annuity
or both (whether in conjunction with any other benefit or not) or an
insurance or deferred annuity contracted for with a government, a public
body or the controlling authority of any nationalized insurance business.

(4) For the purposes of subsection (1B) reference to an insurance
means an insurance contracted for by an individual for himself, his
wife or child, or in the case of a wife, for herself, her husband or child.



Income Tax 153

Application of section 49 where husband and wife are living
together

50. (1) Where an individual who is resident for the basis year for a
year of assessment has a wife living together with him at any time in
that basis year, and they did not in that basis year—

(a) cease to live together; or
(b) cease to be husband and wife of each other,

the application of section 49 to that individual shall be subject to this
section.

(2) Any premium for any insurance or deferred annuity within the
meaning of subsection 49(3), or for any insurance on education or
medical benefits within the meaning of subsection 49(4), which has
been paid by the wife or the husband in the year of assessment—

(a) where subsection 45(2) applies, shall be deemed to have
been paid by the husband of the wife who elects or by the
wife of the husband who elects, as the case may be; or

(b) where the wife or the husband has no total income, shall
be deemed to have been paid by the husband of that wife
who has no total income or the wife of that husband who
has no total income, as the case may be:

Provided that where paragraph 45(2)(b) applies, or the husband has
no total income, any amount paid by the husband shall be deemed to
have been paid by the wife who has been allowed a deduction under
section 45A.

(3) Where subsection 45(2) applies for the year of assessment, and
in that year the wife who elects or the husband who elects has made or
suffered the making of a contribution as an employee to an approved
scheme or as a self-employed person within the meaning of the
Employees Provident Fund Act 1991 to the Employees Provident
Fund—
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(a) the contribution shall be deemed to have been made by the
husband or the wife in whose name the assessment was
made, as the case may be, in that year; and

(b) the reference to a contract of employment in
paragraph 49(2)(a) shall be deemed to include a reference
to a contract of employment of the wife who elects or the
husband who elects, as the case may be.

(4) (Deleted by Act 451).

Deduction must be claimed

51. Notwithstanding sections 47 to 50, no deduction shall be allowed
under those sections in ascertaining the chargeable income of an
individual for a year of assessment unless a claim has been made for
that year for the deduction or for a deduction of a larger or smaller
amount in respect of the same subject matter.

Chapter 8 - Special cases
Modification of Part 111 in certain special cases

52. In a case where any provision of this Chapter applies, the
foregoing Chapters shall also apply but shall be modified in their
application to the extent necessary to conform with that provision; and,
if in that case there is any inconsistency between that provision and
any provision of the foregoing Chapters, that provision of those
Chapters shall be void to the extent of the inconsistency.

Trade associations

53. (1) Where a trade association is resident for the basis year for a
year of assessment—
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(@) the total of the sums (other than sums forming part of any
gross income of the association from any source other than
the source created by this subsection) receivable on
revenue account by the association for that basis year
(including entrance fees and subscriptions) shall be
deemed to be gross income for that basis year from a
business of the association deemed to be carried on by the
association; and

(b) that basis year shall be deemed to be the basis period for
that year of assessment for that business.

(2) For the purposes of subsection (1)—

(@) the gross income, adjusted income or adjusted loss and
statutory income of a trade association relating to its
transactions with its members shall be ascertained on the
same principles as those on which its gross income,
adjusted income or adjusted loss and statutory income
relating to its transactions with non-members, if any,
would be ascertained; and

(b) any outgoings or expenses connected with the a sums
receivable on revenue account referred to in subsection (1)
shall be deemed to have been incurred in the production of
its gross income relating to its transactions with its
members if they would have been so incurred if the sums
deemed by that subsection to be gross income had in fact
been gross income of the association.

(3) In this section, “trade association” means any association of
persons, of partnerships or of persons and partnerships formed with the
main object of—

(a) safeguarding or promoting the business of its members; or

(b) developing and advancing the profession of its members.
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(4) Notwithstanding any other provisions of this Act, a trade
association shall, for the purposes of this section, be deemed to be a
body of persons and not a partnership.

Club, association or similar institution

53A. (1) This section shall apply to a body of persons which carry on
a club, association or similar institution other than a trade association
to which section 53 applies.

(2) Any income of the body of persons from transaction with
members and any outgoing or expenses or capital allowances
attributable to such income shall be disregarded for the purpose of this
Act.

(3) The gross income of a body of persons for the basis period for
the year of assessment shall include the amount of gross income for
that period from the investment made out of any of the fund of the body
of persons.

(4) The body of persons shall maintain a separate account in respect
of income derived from its members and non-members.

(5) Where the amount of outgoing or expenses to be allowed or
capital allowances to be made to the body of persons are common to
income from transaction with members and non-members, the amount
of outgoing or expenses that shall be allowed or capital allowances that
shall be made to that body of persons in respect of income relating to
transaction with non-members shall be an amount as determined by
applying the method as may be prescribed under this Act.

(6) In this section, “members”, in relation to a body of persons,
means those persons who are entitled to vote at a general meeting of
the body at which effective control is exercised over its affairs.
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Sea and air transport undertakings

54. (1) Where the business of a person consists partly of transporting
passengers or cargo by sea or air and partly of other activities—

(a) the transport activities of that kind shall be deemed to
constitute one business and source of that person and the
other activities shall be deemed to constitute a separate
and distinct business and source of that person; and

(b) the gross income and adjusted income or adjusted loss for
the basis period for a year of assessment from the business
consisting of those other activities, and the statutory
income for that year of assessment from the business so
consisting shall be ascertained in accordance with the
provisions of the foregoing Chapters without modification
by this section.

(2) (a) Subjectto section 54, where that person is resident for the
basis year for a year of assessment, his gross income and adjusted
income or adjusted loss for the basis period for that year of assessment
from the business of transporting passengers or cargo by sea or air his
statutory income for that year of assessment from that business shall
be ascertained by reference to his income therefrom wherever accruing
or derived;

(b) Where that person is not resident for the basis year for a year
of assessment, his gross income derived from Malaysia from the
business of transporting passengers or cargo by sea or air for the basis
period for that year of assessment and his statutory income from that
business for that year of assessment shall be ascertained in accordance
with the following subsections (that business, person, basis period and
year of assessment being referred to in those subsections as the
business, the operator, the relevant period and the relevant year
respectively).

(3) Subject to subsection (4), the statutory income of the operator
from the business for the relevant year shall be deemed to be five per
cent of the gross income derived from Malaysia for the relevant period.
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(4) Where within three years (or such further period as the Director
General may allow) after the commencement of the relevant year the
operator produces a certificate which is an acceptable certificate,

then—

(@)

(b)

(©)

(d)

if there is world income, the operator’s statutory income
from the business for the relevant year shall be deemed to
be a sum bearing the same proportion to the world income
as the gross income derived from Malaysia for the relevant
period bears to the gross income shown by the certificate,
less the amount of any loss from the business computed in
accordance with paragraph (b) for a year of assessment
preceding the relevant year (to the extent that the loss has
not been allowed as a deduction in computing the statutory
income from the business for any year of assessment
following that preceding year of assessment and ending
prior to the relevant year);

if there is a world loss, the operator’s net statutory loss
from the business for the relevant year shall be deemed to
be a sum bearing the same proportion to the world loss as
the gross income derived from Malaysia for the relevant
period bears to the gross income shown by the certificate;

if by the time the certificate becomes an acceptable
certificate no assessment for the relevant year has been
made on the operator by reference to subsection (3), that
subsection shall cease to have effect in relation to the
business for the relevant year; and

if by that time an assessment for the relevant year has been
made on the operator by reference to subsection (3), the
Director General shall make such additional assessment or
such repayment of tax as may be necessary in consequence
of the application of this subsection for the relevant year.

(5) In this section, in relation to the business, the operator, the
relevant period and the relevant year—
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“acceptable certificate” means a certificate produced to the Director
General with respect to which he is satisfied that the amounts specified in
the certificate have been computed by methods not substantially different
from those provided by this Act for the computation of analogous figures
for a similar business carried on by a person who is resident;

“certificate” means a certificate which—

(@) is issued by the authority responsible for the
administration of the tax laws of any country (other than
Malaysia) in which the operator is resident for the
purposes of those laws; and

(b) specifies in respect of the business for the relevant period
the amount of—

(i) the gross income from wherever derived;

(if) the income or the loss computed for the purpose of
foreign tax by that authority without making any
allowance for depreciation; and

(iii) the total depreciation allowances given by that
authority (excluding any allowance or part thereof
brought forward from a previous period);

“gross income derived from Malaysia for the relevant period” means
the total of all sums first receivable by the operator in the relevant
period in respect of transporting by sea or air (whether before, in or
after the relevant period) passengers or cargo embarked or loaded in
Malaysia into ships or aircraft owned or chartered by the operator,
except sums so receivable in respect of passengers or cargo—

(a) brought to Malaysia, whether by the operator or otherwise,
solely for transfer—

(i) from one ship or aircraft to another;

(it) from a ship to an aircraft; or
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(iii) from an aircraft to a ship; or

(b) so embarked or loaded into such a ship or aircraft if the
call of that ship or aircraft at a port, aerodrome or airport
in Malaysia for that embarkation or loading was a casual
call within the meaning of subsection (6),

less any sums received in the relevant period or prior thereto which are
refunded in the relevant period and any sums first receivable in the
relevant period or prior thereto which in the relevant period cease,
otherwise than on the receipt thereof, to be receivable;

“gross income from wherever derived” means the total of all sums
first receivable by the operator in the relevant period in respect of
transporting by sea or air (whether before, in or after the relevant
period) passengers or cargo in ships or aircraft owned or chartered by
the operator;

“world income”, in relation to a certificate which is an acceptable
certificate, means the amount of any income specified in that
certificate in accordance with subparagraph (b)(ii) of the definition of
“certificate” in this subsection, as reduced by the amount of the
depreciation allowances specified in that certificate, less any sums
received in the relevant period or prior thereto which are refunded in
the relevant period and any sums first receivable in the relevant period
or prior thereto which in the relevant period cease, otherwise than on
the receipt thereof, to be receivable;

“world loss”, in relation to a certificate which is an acceptable
certificate, means—

(@) the amount of any loss specified in that certificate together
with the amount of the depreciation allowances specified
in that certificate; or

(b) where the amount of those allowances exceeds the amount
of the income specified in that certificate in accordance
with subparagraph (b)(ii) of the definition of “certificate”
in this subsection, the amount of the excess.
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(6) A call at a port, aerodrome or airport in Malaysia (in this
subsection referred to as a Malaysian call) by a ship or aircraft owned
or chartered by the operator (in this subsection referred to as a relevant
craft) is a casual call for the purposes of subsection (5) only if—

(a) apart from that particular Malaysian call there were no
other Malaysian calls by that or any other relevant craft in
the period of twenty-four consecutive months immediately
prior to that particular Malaysian call; and

(b) the Director General is satisfied that the intention of the
operator is that for the period of twenty-four consecutive
months immediately following that particular Malaysian
call—

(i) that relevant craft will not be making another
Malaysian call (except a call made in the course of
the voyage or flight from the place where that
particular Malaysian call was made); and

(if) no other relevant craft will be making a Malaysian
call:

Provided that, if within the period mentioned in paragraph (b) that
or any other relevant craft makes another Malaysian call (except, in the
case of that relevant craft, a call made in the course of the voyage or
flight from the place where that particular Malaysian call was made),
that particular Malaysian call shall be treated as never having been a
casual call.

Exemption of shipping profits
*54A. (1) Subject to the following subsections, where a person who

is resident for the basis year for a year of assessment carries on the
business of—

*NOTE—See section 25 of the Finance Act 2012 [Act 742] for explanations.
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transporting passengers or cargo by sea on a Malaysian
ship; or

letting out on charter a Malaysian ship owned by him on a
voyage or time charter basis,

seventy per cent of the statutory income of that person for that year of
assessment from that business shall be exempt from tax.

(1A) Where subsection (1) applies, a person who is entitled to an
allowance under Schedule 3 and who has not made any claim under
paragraph 77 of that Schedule in respect of such allowance, the amount of
such allowance shall be deemed to have been made to him for the purpose
of ascertaining his statutory income under subsection (1).

(2) Notwithstanding the provisions of this Act—

(@)

(b)

(©)

the income derived from each Malaysian ship referred to
under subsection (1) shall be treated as income from a
separate and distinct business source of that person;

the adjusted loss (if any) of the person for any year of
assessment in respect of a source consisting of a
Malaysian ship shall not be available as a deduction in
arriving at the total income of that person for that year of
assessment;

an amount of statutory income of a person form a source
consisting of a Malaysian ship referred to in paragraph (b)
which is exempt under this section for the following year
of assessment shall be reduced by the adjusted loss
referred to in that paragraph, and if by reason of
insufficiency or absence of that statutory income, the
amount of adjusted loss which has not been so utilized
shall further reduce the amount of statutory income of that
person from that source which is exempt under this section
for any subsequent years of assessment until the amount
of adjusted loss is fully utilized; and
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an amount of statutory income of a person for a year of
assessment from a source consisting of a Malaysian ship
which is not exempt under this section shall be deemed to
be the total income of that person.

(3) The following provisions shall apply to a person carrying on a
business in respect of which his income is exempt under subsection (1)—

(@)

(b)

(©)

(d)

(€)

he shall maintain a separate account for the income
derived or deemed to be derived from each Malaysian ship
from that business for the purpose of this section:

Provided that where expenses have been incurred by
that person which are not directly attributable to a
Malaysian ship, the Director General may allocate as
expenses such amounts as might reasonably and properly
have been incurred in the normal course of his business in
respect of such ship;

as soon as any amount of income of the Malaysian ship is
exempted under this section, such amount shall be credited
to an exempt account;

where such exempt account is in credit at the date on
which any dividends are paid by that person (out of
income which has been exempted), an amount equal to
such dividends or to such credit whichever is the lesser,
shall be debited to such account;

any dividend paid, credited or distributed in a basis period
out of such exempt account shall be exempt from tax; and

where such dividend is received by a shareholder and that
shareholder is a company, any dividend paid by that
shareholding company to its shareholders shall, to the
extent that the Director General is satisfied that the
dividend so paid is paid out of such exempt dividend, be
exempt from tax in the hands of the shareholders.
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(4) That person shall deliver to the Director General a copy of the
accounts referred to in subsection (3) made up to any date specified by
him whenever called upon to do so by notice in writing.

(5) Notwithstanding the foregoing provisions of this section, where
it appears to the Director General that—

(@) any income of that person which has been exempt; or

(b) any dividend (including a dividend paid by a holding
company to which paragraph (3)(e) applies) exempted in
the hands of any shareholder,

ought not to have been so exempt, the Director General may at any
time—

(i) make such assessment or additional assessment
upon that person or any shareholder as may appear
to be necessary in order to make good any loss of
tax; or

(if) direct that person to debit his account kept in
accordance with subsection (3) with such amount as
the circumstances may require:

Provided that the direction given under this
paragraph shall be deemed to be a notice of
assessment for the purposes of section 99.

(6) For the purposes of this section—

“Malaysian ship” means a sea-going ship registered as such under
the Merchant Shipping Ordinance 1952 [Ord. 70 of 1952], other than
a ferry, barge, tug-boat, supply vessel, crew boat, lighter, dredger,
fishing boat or other similar vessel;

“person” includes a partnership.
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54B. (Deleted by Act 293).

Partnerships generally

55. (1) Subject to this section and sections 56 to 59, in the case of a
business of a partnership (in this section referred to as the relevant
partnership) and in relation to a person who is a partner in the relevant
partnership throughout the period during which he was such a partner
it shall for the purposes of this Act be postulated that—

(@) there has been a transfer to that person (in this section
referred to as the sole proprietor) of the business and assets
of the relevant partnership together with all rights and
liabilities of the partners in relation thereto;

(b) the subject matter of the transfer constitutes a business
(in this section and section 56 referred to as the
proprietorship business) of the sole proprietor carried on
by him in a manner similar to the way in which the
relevant partnership business was carried on and in
particular that the accounts of the relevant partnership
business, made up for any period, are the accounts of the
proprietorship business made up for that period.

(2) There shall be ascertained in accordance with the foregoing
provisions of this section and of this Part what would be, but for any
provisions of any of the following subsections, the adjusted income in
this section referred to as the provisional adjusted income of the sole
proprietor from his proprietorship business for the basis period for a
year of assessment.

(3) The divisible income of the proprietorship business for the basis
period for a year of assessment shall be taken to be an amount found
by the deduction from the provisional adjusted income of the sole
proprietor from that business for that period of the total amount of—
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(a) any remuneration payable by virtue of any partnership
arrangement of the relevant partnership to any partner
therein for that period or for any part thereof;

(b) any interest payable to any partner in the relevant
partnership for that period or any part thereof in
connection with all capital moneys paid or advanced by
him (otherwise than in a fiduciary capacity, unless in that
capacity he is a partner in the relevant partnership) to the
relevant partnership; and

(c) any expenses incurred during that period in relation to any
partner in the relevant partnership and charged in the
relevant partnership accounts (whether or not for that
period) which—

(i) would have been private or domestic expenses if
incurred by that partner; or

(if) are reimbursements of private or domestic expenses
incurred by that partner.

(4) The amount of the divisible income of the proprietorship
business for the basis period for a year of assessment ascertained under
subsection (3) shall be treated as having accrued evenly over that
period and shall be divided between those who were partners of the
relevant partnership in that period in accordance with the sharing
arrangements (subsisting from time to time during that period) of those
partners in like manner as that amount would have been divisible
between those partners if that amount had been divisible profits from
the business of the relevant partnership accruing evenly over that
period; and so much of that divisible income as is thus found to be
attributable to the sole proprietor shall be taken to be his share of that
divisible income for that period.

(5) The adjusted income of the sole proprietor from the
proprietorship business for the basis period for a year of assessment
shall be taken to be the aggregate of—
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so much of the total amount deducted under subsection (3)
in ascertaining the divisible income of that business for
that period as relates to any remuneration, interest or
expenses payable to or incurred in relation to the sole
proprietor; and

his share, ascertained under subsection (4), of the divisible
income of that business for that period.

(6) For the purposes of subsection (3) of this section, the amount of
any remuneration or interest shall be ascertained whenever necessary
by applying subsection 19(3) as if references therein to Chapter 4 were
references to subsection (3) of this section.

(7) In subsection (4) divisible profits shall not be taken to include
any items of the kind referred to in paragraphs (3)(a), (b) and (c).

Successive partnerships

56. (1) Where, apart from this section, the circumstances are such

that—

(@)

(b)

(©)
(d)

section 55 applies to a business of a partnership (in this
section referred to as the old partnership), to a person
(in this section referred to as the continuing partner)
who is a partner therein and to the period during which
he was such a partner;

at some time after the commencement of that application,
section 55 applies to a business of another partnership (in
this section referred to as the new partnership) to a partner
therein who is the continuing partner and to the period
during which he was such a partner;

those periods are successive periods;

those businesses are substantially similar and to all intents
and purposes (in so far as the continuing partner is
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concerned) are carried on successively as if they were one
continuing business (apart from the assets of each of those
partnerships and the rights and liabilities of the respective
partners in relation to each of those businesses,
partnerships and assets),

section 55 in its application to the business of the old partnership, to
the business of the new partnership and to the continuing partner as the
sole proprietor of each of the proprietorship businesses constituted
under that section in relation to the old and new partnerships shall be
subject to such modifications provided for by this section for such
period of time (being a period, in this section referred to as the material
period, some part of which will comprise the whole or part of the
period during which the continuing partner was a partner in the old
partnership and some part of which will comprise the whole or part of
the period during which the continuing partner was a partner in the new
partnership) as may be requisite in all the circumstances for the
purposes of the application of this section, in conjunction with
section 55 as so modified, to the continuing partner in relation to the
businesses of the old and new partnerships and to such other matters
as are provided for by this section.

(2) Notwithstanding subsection (1)—

(a) this section shall not apply if accounts of the business of
the old partnership have been made up for a period of
twelve months ending on the day prior to the day on which
the new partnership was formed and accounts of the
business of the new partnership have been made up for a
period of twelve months commencing on the day the new
partnership was formed; and

(b) where, prior to the application of this section to the
continuing partner, section 55 has been applied to him in
relation to the old partnership and any assessment has been
made wholly or partly in consequence of that application
of section 55, the subsequent application of this section
shall not invalidate the assessment.
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(3) Notwithstanding that, but for this section, upon the formation of
the new partnership during the material period the proprietorship
business of the continuing partner in relation to the old partnership
would have ceased and the proprietorship business of the continuing
partner in relation to the new partnership would have commenced,
those two proprietorship businesses shall throughout the material
period be treated as one continuing proprietorship business (in this
section referred to as the continuing proprietorship business) of the
continuing partner, carried on by him in a manner similar to the way
in which the businesses of the old and new partnerships were carried
on and, without prejudice to the generality of the foregoing, the
accounts of those businesses made up for any period shall be taken to
be the accounts of the continuing proprietorship business made up for
that period.

(4) There shall be ascertained in accordance with the foregoing
provisions of this section and of this Part what would be, but for any
provisions of any of the following subsections, the adjusted income (in
this section referred to as the provisional adjusted income) of the
continuing partner from his continuing proprietorship business for the
basis period for a year of assessment.

(5) The divisible income of the continuing proprietorship business
for the basis period for a year of assessment shall be taken to be an
amount found by the deduction from the provisional adjusted income
of the continuing partner from that business for that period of the total
amount of—

(@) any remuneration payable by virtue of any partnership
arrangement of the old or new partnership to any partner
in the old or new partnership for that period or for any part
thereof;

(b) any interest payable to any partner in the old or new
partnership for that period or any part thereof in
connection with all capital moneys paid or advanced by
him (otherwise than in a fiduciary capacity, unless in that
capacity he is a partner in the old or new partnership) to
the old or new partnership; and
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any expenses incurred during that period in relation to any
partner in the old or new partnership and charged in the
accounts of the old or new partnership (whether or not for
that period) which—

(i) would have been private or domestic expenses if
incurred by that partner; or

(it) are reimbursements of private or domestic expenses
incurred by that partner.

(6) The amount of the divisible income of the continuing
proprietorship business for the basis period for a year of assessment
ascertained under subsection (5)—

(@)

(b)

if the formation date of the new partnership falls after that
period, shall be treated as having accrued evenly over that
period and shall be divided between those who were
partners of the old partnership in that period in accordance
with the sharing arrangements (subsisting from time to
time during that period) of those partners in like manner
as that amount would have been divisible between those
partners if that amount had been divisible profits from the
business of the old partnership accruing evenly over that
period; and so much of that divisible income as is thus
found to be attributable to the continuing partner shall be
taken to be his share of that divisible income for that
period;

if the formation date of the new partnership falls within
that period, shall be treated as having accrued evenly over
that period and shall be divided in the proportion that the
respective lengths of the two parts hereinafter mentioned
bear to the length of that period, namely the part (in this
subsection referred to as the first part) of that period which
falls before that date and the part (in this subsection
referred to as the second part) of that period which falls on
or after that date and—
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(i) asum being so much of that amount as is thus found

(i)

(iii)

to have been apportioned to the first part shall be
treated as having accrued evenly over the length of
the first part and divided between those who were
partners of the old partnership in the first part in
accordance with the sharing arrangements
(subsisting from time to time during the first part)
of those partners in like manner as that sum would
have been divisible between those partners if that
sum had been divisible profits from the business of
the old partnership accruing evenly over the first
part; and so much of that sum as is thus found to be
attributable to the continuing partner shall be taken
to be part of his share of that divisible income;

a sum being so much of that amount as is thus found
to have been apportioned to the second part shall be
treated as having accrued evenly over the length of
the second part and shall be divided between those
who were partners of the new partnership in the
second part in accordance with the sharing
arrangements (subsisting from time to time during
the second part) of those partners in like manner as
that sum would have been divisible between those
partners if that sum had been divisible profits from
the business of the new partnership accruing evenly
over the second part; and so much of that sum as is
thus found to be attributable to the continuing
partner shall be taken to be part of his share of that
divisible income; and

the amount of the part of the continuing partner’s
share ascertained under subparagraph (i) and the
amount of the part of his share ascertained under
subparagraph (ii) shall be aggregated; and the
amount of the aggregate shall be taken to be his
share of that divisible income for that period; and
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if the formation date of the new partnership falls before
that period, shall be treated as having accrued evenly over
that period and shall be divided between those who were
partners of the new partnership in that period in
accordance with the sharing arrangements (subsisting
from time to time during that period) of those partners in
like manner as that amount would have been divisible
between those partners if that amount had been divisible
profits from the business of the new partnership accruing
evenly over that period; and so much of that divisible
income as is thus found to be attributable to the continuing
partner shall be taken to be his share of that divisible
income for that period.

(7) For the purposes of subsection (5) of this section, the amount of
any remuneration or interest shall be ascertained whenever necessary
by applying subsection 19(3) as if references therein to Chapter 4 were
references to subsection (5) of this section.

(8) The adjusted income of the continuing partner from the
continuing proprietorship business for the basis period for a year of
assessment shall be taken to be the aggregate of—

(a)

(b)

so much of the total amount deducted under subsection (5)
in ascertaining the divisible income of that business for
that period as relates to any remuneration, interest or
expenses payable to or incurred in relation to the
continuing partner; and

his share, ascertained under paragraph (6)(a), (b)or (c), as
the case may be, of the divisible income of that business
for that period.

(9) In subsection (6) “divisible profits” does not include any items
of the kind referred to in paragraphs (5)(a), (b) and (c).
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Provisions applicable where partnership is a partner in another
partnership

57.  Where a partnership (in this section referred to as the subsidiary
partnership) is a partner in another partnership (in this section referred
to as the main partnership), then, in relation to a business of the main
partnership—

(@)

(b)

throughout any period that a person is a partner in the
subsidiary partnership and the subsidiary partnership is a
partner in the main partnership it shall be postulated that
the person in question was a partner in the main
partnership in place of the subsidiary partnership, and the
adjusted income under subsection 55(5) or 56(8) (in this
section referred to as the computed adjusted income) of
that person for the basis period for a year of assessment as
the sole proprietor from his proprietorship business or as
continuing partner from his continuing proprietorship
business, as the case may be, in relation to the main
partnership shall be ascertained under section 55 or under
section 55 in conjunction with section 56, as the case may
be; and

the computed adjusted income for that basis period shall
be divided between the partners of the subsidiary
partnership in like manner as divisible income is divided
under subsection 55(4) or 56(6), as the case may be, and
the amount of the share thereof so ascertained of any such
partner as the sole proprietor or as the continuing partner
as mentioned in subsection 55(4) or 56(6), as the case may
be, shall be taken to be his adjusted income for the basis
period for that year of assessment from the proprietorship
business or continuing proprietorship business, as the case
may be, which he is treated as having in relation to the
main partnership by virtue of paragraph (a).
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Income receivable by partnership otherwise than from
partnership business

58. (1) Where a partnership carries on or shares in the profits of a
business and income is receivable by the partnership (not being income
forming part of the gross income for the basis period for any year of
assessment from any proprietorship business or continuing
proprietorship business in relation to any partner in the partnership)
from a source, then, whether or not the income has been distributed to
the partners, sections 55, 56 and 57 shall apply (with any necessary
modifications) for ascertaining the gross income and adjusted income
for the basis period for a year of assessment from that source of each
partner who is a partner in the partnership as they apply for
ascertaining his gross income and adjusted income for the basis period
for that year from the business.

(2) For the purposes of subsection (1), in the application of
section 55 or section 55 in conjunction with section 56, as the case
may be, the provisional adjusted income shall be taken to be the
divisible income.

Partnership losses

59. (1) Inthe case of a sole proprietor of a proprietorship business or
of a continuing partner of a continuing proprietorship business referred
to in sections 55 and 56 respectively—

(@) the adjusted loss (in this section referred to as the
provisional adjusted loss) of that proprietor or partner
from that proprietorship or continuing proprietorship
business for the basis period for a year of assessment shall
be ascertained on the same principles as those on which
his provisional adjusted income from the respective
business would, but for that loss, have been ascertained
under section 55 or under section 55 in conjunction with
section 56, as the case may be;
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(b) the divisible loss of that proprietorship or continuing
proprietorship business, for the basis period for a year of
assessment shall be found by the addition to the
provisional adjusted loss of that sole proprietor or of that
continuing partner, as the case may be, from that
proprietorship business or continuing proprietorship
business of his for that period of the total amount as
mentioned in and as ascertained under subsections 55(3)
and (5) or subsections 56(5) and (7), as the case may be;

(c) the divisible loss so found with respect to that
proprietorship business or continuing proprietorship
business shall be divided in like manner as divisible
income from that business would have been divided if
there had been divisible income for that period, and so
much of that divisible loss as is thus found to be
attributable to that sole proprietor or continuing partner
shall be taken to be his share of that divisible loss for that
period; and

(d) the adjusted loss of that sole proprietor or continuing
partner from that proprietorship business or continuing
proprietorship business for that basis period shall be taken
to be the difference between—

(i) his share, ascertained pursuant to paragraph (c), of the
divisible loss of that proprietorship business or
continuing proprietorship business for that period; and

(i) so much of the total amount added pursuant to
paragraph (b) as relates to any remuneration,
interest or expenses payable to or incurred in
relation to him as a partner in the partnership in
relation to which he is taken to be a sole proprietor
or a continuing partner, as the case may be:

Provided that, if in relation to any person the sum found under
subparagraph  (d)(ii) exceeds the share referred to in
subparagraph (d)(i), the difference between that sum and that share
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shall be treated as the amount of that person’s adjusted income for that
period from that proprietorship business or from that continuing
proprietorship business, as the case may be.

(2) For the purposes of section 55 or section 55 in conjunction with
section 56, where the total amount as mentioned in and ascertained
under subsections 55(3) and (5) or subsections 56(5) and (7), as the
case may be, exceeds the provisional adjusted income of the sole
proprietor from his proprietorship business or the continuing partner
from his continuing proprietorship business, as the case may be, for
the basis period for a year of assessment, the excess shall be taken to
be the divisible loss for that period from that proprietorship business
or continuing proprietorship business, as the case may be, and
paragraphs (1)(c) and (d) shall apply accordingly.

(3) In a case where section 57 would apply but for the absence of
any adjusted income, the foregoing subsections shall apply with the
following additional provisions:

(a) the adjusted loss (in this subsection referred to as the
computed adjusted loss) of the sole proprietor from his
proprietorship business or of the continuing partner
from his continuing proprietorship business, as the case
may be, in relation to the main partnership for the basis
period for a year of assessment shall be ascertained
under subsection (1); and

(b) the computed adjusted loss for that basis period shall be
divided between the partners of the subsidiary partnership
in like manner as it would have been divided under
paragraph 57(b) if the computed adjusted loss had been
computed adjusted income within the meaning of that
section; and the amount of the share thereof so ascertained
of any such partner as the sole proprietor or as the
continuing partner, as the case may be, shall be taken to be
his adjusted loss for the basis period for that year of
assessment from the proprietorship business or continuing
proprietorship business, as the case may be, which he is
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treated as having in relation to the main partnership by
virtue of paragraph 57(a).

Insurance business

60. (1) This section shall apply for ascertaining the adjusted income
for the basis period for a year of assessment from the insurance
business of an insurer.

(2) For the purposes of this section—

(@) subject to paragraph (b), where an insurer carries on life
business in conjunction with general business, the life
business and the general business shall be treated as
separate insurance businesses;

(b) where an insurer carries on reinsurance business, the
reinsurance business and the general business (excluding
the reinsurance business) shall be treated as separate
general businesses;

(c) where an insurer carries on life business, the income of the
life fund shall be treated as a separate source of income
from the income of the shareholders’ fund in respect of the
life business:

Provided that where the insurer also carries on life
reinsurance business, the life reinsurance business shall
be a separate source from life business and shall be
treated as a general business;

(d) where aninsurer carries on only life reinsurance business,
the life reinsurance business shall be treated as a general
business.

(3) The adjusted income of the life fund, other than income arising
from life reinsurance business, for the basis period for a year of
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assessment of an insurer resident for the basis year for that year of
assessment shall be ascertained by—

(a) taking the aggregate of—

(i) the amount of gross income for that period from the

(i)

investments made out of any of the insurer’s life
funds; and

the amount of any gross proceeds (whether or not
of an income nature) which are not gross income to
which subparagraph (i) applies and which are first
receivable in that period in connection with the
realization of those investments or any rights
arising from them; and

(b) deducting from that aggregate where subparagraph (a)(ii)
is applicable for that period to gross proceeds receivable
in connection with any investments or rights, the cost of
acquiring and realizing those investments or rights.

(3A) The adjusted income of the shareholders’ fund for the basis
period for a year of assessment of an insurer resident for the basis year
for that year of assessment shall be ascertained by—

(a) taking the aggregate of—

(i) the amount of gross income for that period from the

(i)

investments made out of any of the shareholders’
funds;

the amount of any gross proceeds (whether or not
of an income nature) which are not gross income to
which subparagraph (i) applies and which are first
receivable in that period in connection with the
realization of those investments or any rights
arising from them; and
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the amount of the actuarial surplus from the life fund
that is transferred to the shareholders’ fund; and

(b) deducting from that aggregate—

(1) where subparagraph (a)(ii) is applicable for that

(i)

period to gross proceeds receivable in connection
with any investments or rights, the cost of acquiring
and realizing those investments or rights; and

so much of the amount transferred from the
shareholders’ fund as is equal to the actuarial deficit
for that period arising from the life fund, other than
the deficit from life reinsurance business.

(4) The adjusted income of the life fund, other than income arising
from life reinsurance business, of an insurer not resident for the basis
year for that year of assessment shall where that business is wholly or
partly carried on in Malaysia as ascertained by—

(a) taking the aggregate of—

(i) the amount of gross income for that period from

(i)

investments made (in Malaysia or elsewhere) out of
the insurer’s Malaysian life fund; and

the amount of any gross proceeds (whether or not
of an income nature) which are not gross income to
which subparagraph (i) applies and which are first
receivable in that period in connection with the
realization of those investments or any rights
arising from them; and

(b) deducting from that aggregate where subparagraph (a)(ii)
is applicable for that period to gross proceeds receivable
in connection with any investments or rights, the cost of
acquiring and realizing those investments or rights.
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(4a) The adjusted income of the shareholders’ fund for the basis
period for a year of assessment of an insurer not resident for the basis
year for that year of assessment shall, where that business is wholly or
partly carried on in Malaysia, be ascertained by—

(a) taking the aggregate of—

(i) the amount of gross income for that period from the

(i)

(iii)

investments made out of any of the shareholders’
funds;

the amount of any gross proceeds (whether or not
of an income nature) which are not gross income to
which subparagraph (i) applies and which are first
receivable in that period in connection with the
realization of those investments or any rights
arising from them; and

the amount of the actuarial surplus from the life
fund that is transferred to the shareholders’ fund;
and

(b) deducting from that aggregate—

(i) where subparagraph (a)(ii) is applicable for that

(i)

period to gross proceeds receivable in connection
with any investments or rights, the cost of acquiring
and realizing those investments or rights; and

so much of the amount transferred from the
shareholders’ fund as is equal to the actuarial deficit
for that period arising from the life fund, other than
the deficit from life reinsurance business.

(48) The adjusted income as ascertained under subsections (3a) and
(4A) shall be deemed to be the statutory income from that source.

(4c) For the purposes of ascertaining the adjusted income of the
life fund, shareholders’ fund or general business referred to in
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subsection (3), (3a), (4), (4A), (5) or (6), as the case may be, the cost of
acquiring and realizing any investments or rights for the basis period
for a year of assessment shall include expenses incurred in managing
those investments or rights, and such expenses incurred shall be
determined in accordance with the following formula:

AxC
B
where A is the cost of acquiring any investments or
rights which is realized in that period in respect
of such fund or general business;
B is the total cost of acquiring all investments or

rights held during that period in respect of such
fund or general business; and

C is the total expenses incurred in that period for
managing all investments or rights held during
that period in respect of such fund or general
business.

(5) The adjusted income for the basis period for a year of
assessment from the general business of an insurer resident for the
basis year for that year of assessment shall consist of an amount arrived
at by—

(a) taking the aggregate of—

(i) the amount of the gross premiums first receivable
in that period in respect of general policies issued
by him (less the amount of any premiums received
at any time in respect of any such general policies
and returned by him during that period);

(it) the amount of any other gross income for that
period from the general business of the insurer
(including any commissions and any interest or
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other income from investments held in connection
with that business);

the amount of any gross proceeds (whether or not
of an income nature) which are not gross income to
which subparagraph (ii) applies and which are first
receivable in that period in connection with the
realization of those investments or any rights
arising from them;

any amounts recovered or recoverable by him in
that period under reinsurance contracts made in
connection with that business; and

the amount of his reserve fund for unexpired risks
at the end of the immediately preceding basis
period; and

(b) subject to subsection (7), deducting from that aggregate
the amount of—

(i)

(i)

(iii)

(iv)

(v)

(vi)

claims incurred in that period in connection with his
general policies;

reinsurance premiums payable by him in that
period in connection with that business;

commissions payable and discounts allowed by him
in that period in connection with that business;

management expenses incurred by him in that
period in connection with that business;

his reserve fund for unexpired risks at the end of
that period; and

where subparagraph (a)(iii) is applicable for that
period to gross proceeds receivable in connection
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with any investments or rights, the cost of acquiring
and realizing those investments or rights.

(5A) The adjusted income for the basis period for a year of
assessment from the reinsurance business of an insurer resident for the
basis year for that year of assessment shall consist of an amount arrived
at by applying subsection (5) as if references therein to “general
business” and ‘“general policies” were references to “reinsurance
business’” and “reinsurance contracts” respectively.

(58) (Deleted by Act 812).

(5c) The adjusted income for the basis period for a year of
assessment from the life reinsurance business of a life insurer resident
for that basis year for that year of assessment shall consist of an amount
arrived at by applying subsection (5) as if references therein to—

(@) “general business of an insurer” were references to “life
reinsurance business of a life insurer”;

(b) “general policies” were references to “life reinsurance
policies”; and

(c) “reserve fund for unexpired risks” were references to
“actuarial valuation reserve”.

(6) The adjusted income for the basis period for a year of assessment
from the general business of an insurer not resident for the basis year for
that year of assessment shall where that business is wholly or partly
carried on in Malaysia consist of an amount arrived at by—

(a) taking the aggregate of—

(i) the amount of the gross premiums first receivable
in that period in respect of Malaysian general
policies issued by him (less any premiums received
at any time on account of any such Malaysian
general policies returned by him in that period);
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the amount of any other gross income for that
period derived from Malaysia from that business
(including gross income consisting of commissions
and gross income from investments, wherever
made, held in connection with that business);

the amount of any gross proceeds (whether or not
of an income nature) which are not gross income to
which subparagraph (ii) applies and which are first
receivable in that period in connection with the
realization of those investments or any rights
arising from them;

any amounts recovered or recoverable by him in
that period under reinsurance contracts made in
connection with Malaysian general policies of that
business; and

(v) the amount of his reserve fund for unexpired risks

relating to any such Malaysian general policies at the
end of the immediately preceding basis period; and

(b) subject to subsection (7), deducting from that aggregate
the amount of—

(i) claims incurred in that period in connection with his

(i)

(iii)

(iv)

Malaysian general policies;

reinsurance premiums payable by him in that
period in connection with any such Malaysian
general policies;

commissions payable and discounts given by him in
that period in connection with any such Malaysian
general policies;

management expenses incurred by him in Malaysia
in that period in connection with that business;



Income Tax 185

(v) his reserve fund for unexpired risks relating to any
such Malaysian general policies at the end of that
period;

(vi) a portion of the insurer’s head office expenses
incurred by him in that period which is fair and
reasonable if, in relation to that period, regard is had
to the gross premiums receivable by him in respect
of Malaysian general policies issued by him in that
period as compared with the total gross premiums
receivable by him in respect of all general policies
issued by him in that period; and

(vii) where subparagraph (a)(iii) is applicable for that
period to gross proceeds receivable in connection
with any investments or rights, the cost of acquiring
and realizing those investments or rights.

(6A) The adjusted income for the basis period for a year of
assessment from the reinsurance business of an insurer not resident
for the basis year for that year of assessment shall, where that business
is wholly or partly carried on in Malaysia, consist of an amount arrived
at by applying subsection (6) as if references therein to “general
business” and “Malaysian general policies” were references to
“reinsurance business” and “reinsurance contracts” respectively.

(68) (Deleted by Act 812).

(6c) The adjusted income for the basis period for a year of assessment
from the life reinsurance business of a life insurer not resident for the
basis year for that year of assessment shall, where that business is wholly
or partly carried on in Malaysia, consist of an amount arrived at by
applying subsection (6) as if references therein to—

(@) “general business of an insurer” were references to “life
reinsurance business of a life insurer”;

(b) “Malaysian general policies” were references to
“Malaysian life reinsurance policies”; and
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(c) “reserve fund for unexpired risks” were references to
“actuarial valuation reserve”.

(7) Where an insurer carrying on general business has reinsured
the risk or part of the risk with a reinsurer who either does not carry on
the business of insuring risks of that kind in Malaysia or does not
reinsure the risk through a branch in Malaysia, there may be deducted
under subparagraph (5)(b)(ii) or (6)(b)(ii) in respect of such risks
which are reinsured only ninety-five per cent of the amount which
would otherwise be deductible:

Provided that in a case to which subsection (6) or (6A) applies—

(@) the insurer may elect that no deductions shall be made
under subparagraph (6)(b)(ii); and

(b) where he does so—

(i) the election shall be irrevocable and shall apply in
relation to the basis period for the year of
assessment for which it is made and for the basis
periods for all subsequent years of assessment; and

(if) amounts recoverable under reinsurance
contracts shall be disregarded for the purposes of
subparagraph (6)(a)(iv).

(8) Where an insurer in connection with his life business or his
general business receives any incidental gross income (not being a
premium on a policy issued in the course of carrying on that life or
general business) for which subsections (3) to (7) do not provide, that
income shall be treated as income of the insurer falling under
paragraph 4(f) and he shall be deemed to have a separate source in
respect of it.

(9) For the purposes of this section an insurer’s reserve fund for
unexpired risks at the end of a basis period shall consist of—
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(@) twenty-five per cent of the difference between the gross
premiums first receivable by him in that period in respect
of marine, aviation or transit policies issued by him and
the amount deducted under subparagraph (5)(b)(ii) or

(6)(b)(ii); and

(b) anamount calculated based on the method of computation
as determined by the relevant authority regulating the
insurance industry and which is consistently applied to
premiums first receivable by him in that period in respect
of other general policies issued by him (less the amount
deducted under subparagraph (5)(b)(ii) or 6(b)(ii)).

(10) Where under this section all such deductions as would be made
in computing what would have been the adjusted income for the basis
period for a year of assessment from the insurance business of an
insurer if any such adjustment income had been ascertainable exceed
the aggregate of the amounts from which those deductions would
otherwise have been made, the amount of the excess shall be taken to
be the amount of his adjusted loss from that business for that period.

(10a) Notwithstanding subsections (10), 43(2) and 44(2), any
adjusted loss of the life fund for the basis period for a year of
assessment of an insurer shall only be available as a deduction against
the statutory income of the life fund of the insurer for subsequent years
of assessment until fully utilized.

(108) Notwithstanding paragraph 75 of Schedule 3, any
unabsorbed allowances of the life business shall only be available for
deduction against the adjusted income for the basis period for a year
of assessment and subsequent years of assessment in respect of the life
fund of the insurer.

(10c) Allowances under Schedule 3 shall only be available for
deduction against the adjusted income of the life fund and the balance
of such allowances shall not be available as a deduction against the
adjusted income of the shareholders’ fund.
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(10p) In arriving at the total income of an insurer for a year of
assessment, the adjusted loss from a source or sources of an insurer for
that year of assessment other than from a source consisting of a life
fund, shall be available as deduction against the aggregate statutory
income (excluding the statutory income from a source consisting of a
life fund) of an insurer, and any unabsorbed loss ascertained under
subsection 44(4) or (5) for that year of assessment shall not be
deducted against the statutory income of the life fund of the insurer for
the subsequent years of assessment.

(11) In this section and section 60A —

“general business” means all insurance business which is not life
business;

“general policy” means a policy other than a life policy;

“insurer” means a person who carries on insurance business and
includes a professional reinsurer;

“investments” includes any accretions thereto;

“life business” has the same meaning assigned thereto under section 2 of
the *Insurance Act 1996 [Act 553];

“life policy” has the same meaning assigned thereto under section 2
of the *Insurance Act 1996;

“Malaysian life fund” means the fund established pursuant to
section 38 of the *Insurance Act 1996;

“Malaysian policy” has the same meaning assigned there to under
section 2 of the *Insurance Act 1996;

“policy” has the same meaning assigned thereto under section 2 of
the “Insurance Act 1996;

*NOTE—The Insurance Act 1996 [Act 553] has since been repealed by the Financial Services
Act 2013 [Act 758] which comes into operation on. 30 June 2013-see section 271 of Act 758.
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“premium” has the same meaning assigned thereto under section 2
of the *Insurance Act 1996;

“reinsurance” has the same meaning assigned thereto under section 2 of
the *Insurance Act 1996;

Reinsurance: chargeable income, reduced rate and exempt

dividend

60A. (1) (&) Where an insurer carries on reinsurance business in

(b)

conjunction with other insurance businesses, the part
of the chargeable income for a year of assessment
which is attributable to that reinsurance business shall
consist of an amount which bears the same proportion
to the chargeable income for that year of assessment
of the insurer as the part of the aggregate income
which relates to the reinsurance business bears to the
whole of the aggregate income for that year of
assessment from all sources of the insurer; and

the amount arrived at under paragraph (a) shall be
treated as his chargeable income for a year of
assessment of an insurer from reinsurance business for
the purposes of paragraph 3 of Part | of Schedule 1.

(2) As soon as any amount of chargeable income from the
reinsurance business of an insurer (being a company) resident for the
basis year for a year of assessment has been subject to income tax at
the rate of 8 per cent—

(@) the netamount of that income (after deduction of such tax)

shall be credited to an account (that account and company
being referred to as the exempt account and the relevant
company respectively); and

*NOTE—The Insurance Act 1996 [Act 553] has since been repealed by the Financial Services
Act 2013 [Act 758] which comes into operation on. 30 June 2013-see section 271 of Act 758.
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(b) paragraph 5 (except subparagraph (1) thereof) and
paragraph 6 of Schedule 7a shall apply as if any reference
in those paragraphs to any income exempted or which has
become exempt under paragraph 3 were a reference to
income credited to the exempt account.

(3) This section shall apply to an insurer who has an adequate
number of full time employees and has incurred an adequate amount
of annual operating expenditure in Malaysia as prescribed by the
Minister.

Takaful business
60AA. (1) This section shall apply—

(a) for ascertaining the adjusted income for the basis
period for a year of assessment from the takaful
business of a takaful operator; and

(b) to a takaful operator who has an adequate number of
full time employees and has incurred an adequate
amount of annual operating expenditure in Malaysia
as prescribed by the Minister.

(2) For the purposes of this section—

(@) subject to paragraph (b), where a takaful operator carries
on family takaful business (in this section referred to as
“family business™) in conjunction with general takaful
business, the family business and the general takaful
business shall be treated as separate takaful businesses;

(b) where the takaful operator carries on a retakaful business,
the retakaful business and the general takaful business
(excluding the retakaful business) shall be treated as
separate general takaful businesses;
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(c) where a takaful operator carries on family business, the
income of the fund established in respect of that business
(in this section referred to as “family fund”) shall be
treated as a separate source of income from the income of
the shareholders’ fund in respect of the family business:

Provided that where the takaful operator also carries on
family retakaful business, the family retakaful business
shall be a separate source from the family business and
shall be treated as a general takaful business;

(d) where a takaful operator carries on only family retakaful
business, that business shall be treated as a general takaful
business; and

(e) where a takaful operator carries on retakaful business
which includes family retakaful business and general
takaful business (excluding those businesses), the income
of the fund established in respect of each of the businesses
(in this section referred to as “retakaful fund”, “family
retakaful fund” and “general fund” respectively) shall be
treated as a separate source of income from the income of
the shareholders’ fund in respect of those businesses.

(3) The adjusted income of the family fund, other than income
arising from family retakaful business, for the basis period for a year of
assessment of a takaful operator resident for the basis year for that year
of assessment shall be ascertained by—

(a) taking the aggregate of—

(i) the amount of gross income for that period from the
investments made out of any of the takaful
operator’s family funds; and

(i1) the amount of any gross proceeds (whether or not
of an income nature) which are not gross income to
which subparagraph (i) applies and which are first
receivable in that period in connection with the
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realization of the investments or any right arising
from them; and

(b) deducting from that aggregate—

(i) where subparagraph (a)(ii) is applicable for that
period to gross proceeds receivable in connection
with any investment or right, the cost of acquiring
and realizing the investments or rights; and

(it) the proportion of profits from investments
distributed or credited to the takaful participant or
to the shareholders’ fund for that period out of any
of the takaful operator’s family funds.

(4) The adjusted income of the family fund, other than income
arising from family retakaful business, for the basis period for a year of
assessment of a takaful operator not resident for the basis year for that
year of assessment shall, where that business is wholly or partly carried
on in Malaysia, be ascertained by—

(a) taking the aggregate of—

(i) the amount of gross income for that period from the
investments made (in Malaysia or elsewhere) out of
the takaful operator’s Malaysian family funds; and

(if) the amount of any gross proceeds (whether or not
of an income nature) which are not gross income to
which subparagraph (i) applies and which are first
receivable in that period in connection with the
realization of the investments or any right arising
from them; and

(b) deducting from that aggregate—

(i) where subparagraph (a)(ii) is applicable for that
period to gross proceeds receivable in connection
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with any investment or right, the cost of acquiring
and realizing the investments or rights; and

the proportion of profits from investments
distributed or credited to the takaful participant or
to the shareholders’ fund for that period out of any
of the takaful operator’s Malaysian family funds.

(5) The adjusted income of the general fund in respect of general
takaful business for the basis period for a year of assessment of a takaful
operator resident for the basis year for that year of assessment shall be

ascertained by—

(a) taking the aggregate of—

(i) the amount of the gross takaful contributions first

(i)

(iii)

(iv)

receivable in that period in respect of general
takaful certificate, issued by him (less the amount
of any takaful contribution or contract received at
any time in respect of such certificate or contract
and returned by him during the period and the
amount of wakalah fee which is attributable to the
shareholders’ fund);

the amount of any other gross income for that
period from that business (including any
commission and any profit from investment held in
connection with that business);

the amount of any gross proceeds (whether or not
of an income nature) which are not gross income to
which subparagraph (ii) applies and which are first
receivable in that period in connection with the
realization of the investments or any right arising
from them;

any amount recovered or recoverable by him in that
period under retakaful contracts made in connection
with that business; and
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the amount of his reserve fund for unexpired risks
at the end of the immediately preceding basis
period; and

(b) subject to subsection (12), by deducting from that
aggregate the amount of—

(i)

(i)

claims incurred in that period in connection with his
general takaful certificate;

takaful contributions payable by the takaful
operator in that period under retakaful contracts in
connection with that business;

(iii) commissions payable and discounts allowed by

(iv)

v)

(vi)

(vii)

(viii)

him in that period in connection with that business
carried out in accordance with the principle of
mudharabah;

his reserve fund for unexpired risks at the end of
that period,;

where subparagraph (a)(iii) is applicable for that
period to gross proceeds receivable in connection
with any investment or right, the cost of acquiring
and realizing the investments or rights;

any fee other than wakalah fee attributable to the
shareholders’ fund;

any share of profits distributed or credited to the
takaful participant or shareholders’ fund for that
period out of any of the takaful operator’s general
fund; and

management expenses incurred by him in that
period in connection with his general takaful
business carried out in accordance with the
principle of mudharabah.
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(6) The adjusted income of the retakaful fund or family retakaful
fund for the basis period for a year of assessment in respect of retakaful
business, or family retakaful business respectively of a takaful operator
resident for the basis year for that year of assessment shall consist of
an amount arrived at by applying subsection (5) and references in that
subsection to—

(a) “general takaful certificate” shall be construed as
references to “retakaful contract” or “takaful certificate
in relation to its family retakaful business”, as the case
may be;

(b) “general takaful business” shall be construed as
references to “retakaful business” or “family retakaful
business”, as the case may be; and

(c) “reserve fund for unexpired risks” and “takaful operator”
shall, in the case of family retakaful business, be
construed as references to “actuarial valuation reserve”
and “family takaful operator” respectively:

Provided that in the case of retakaful business, no deduction shall
be allowed on any share of profits distributed or credited to the takaful
participant or shareholders’ fund for that period out of any of the
takaful operator’s fund, as the case may be.

(7) The adjusted income of the general fund in respect of general
takaful business for the basis period for a year of assessment of a takaful
operator not resident for the basis year for that year of assessment shall,
where that business is wholly or partly carried on in Malaysia be
ascertained by—

(a) taking the aggregate of—

(i) the amount of the gross takaful contribution first
receivable in that period in respect of Malaysian
general takaful certificate or contract, issued by him
(less the amount of any takaful contribution
received at any time in respect of such certificate or
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contract and returned by him during the period and
the amount of wakalah fee which is attributable to
the shareholders’ fund);

the amount of any other gross income for that
period derived from Malaysia from that business
(including any commission and any profit from
investment, wherever made, held in connection
with that business);

the amount of any gross proceeds (whether or not
of an income nature) which are not gross income to
which subparagraph (ii) applies and which are first
receivable in that period in connection with the
realization of the investments or any right arising
from them;

any amount recovered or recoverable by him in that
period under retakaful contracts made in connection
with Malaysian general takaful certificate of that
business; and

(v) the amount of his reserve fund for unexpired risks

(i)

(i)

relating to any such Malaysian general takaful
certificate at the end of the immediately preceding
basis period; and

(b) subject to subsection (12), by deducting from that
aggregate the amount of—

claims incurred in that period in connection with his
Malaysian general takaful certificate;

takaful contributions payable by the takaful
operator in that period under retakaful contracts in
connection with any such Malaysian general takaful
certificate;
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(iii) commissions payable and discounts allowed by him

(iv)

(v)

(vi)

(vii)

(viii)

in that period in connection with any such
Malaysian general takaful certificate of that
business carried out in accordance with the
principle of mudharababh;

his reserve fund for unexpired risks relating to any
such Malaysian general takaful certificate at the end
of that period;

where subparagraph (a)(iii) is applicable for that
period to gross proceeds receivable in connection
with any investment or right, the cost of acquiring
and realizing the investment or right;

any fee other than wakalah fee attributable to the
shareholders’ fund;

any share of profits distributed or credited to the
takaful participant or to the shareholders’ fund for
that period out of any of the takaful operator’s
Malaysian general fund ; and

management expenses incurred by him in that
period in connection with his general takaful
business carried out in accordance with the
principle of mudharabah.

The adjusted income of the retakaful fund, or family retakaful
fund for the basis period for a year of assessment in respect of retakaful
business or family retakaful business respectively of a takaful operator
not resident for the basis year for that year of assessment shall, where
that business is wholly or partly carried on in Malaysia, consist of an
amount arrived at by applying subsection (7) and references in that
subsection to—

“Malaysian general takaful certificate” shall be construed
as references to “retakaful contract” or ‘“Malaysian
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takaful certificate in relation to its family retakaful
business”, as the case may be;

(b) “general takaful business” shall be construed as
references to “retakaful business” or “family retakaful
business”, as the case may be; and

(c) “reserve fund for unexpired risks” and “takaful operator”
shall, in the case of family retakaful business, be
construed as references to “actuarial valuation reserve”
and “family takaful operator” respectively:

Provided that in the case of retakaful business, no deduction shall
be allowed on any share of profits distributed or credited to the takaful
participant or shareholders’ fund for that period out of any of the
takaful operator’s retakaful fund, as the case may be.

(9) The adjusted income of the shareholders’ fund, for the basis
period for a year of assessment of a takaful operator resident for the
basis year for that year of assessment shall be ascertained by—

(a) taking the aggregate of—

(i) the amount of gross income for that period from the

(i)

(iii)

investments made by the takaful operator out of any
of the shareholders’ funds;

the amount of any gross proceeds (whether or not
of an income nature) which are not gross income to
which subparagraph (i) applies and which are first
receivable in that period in connection with the
realization of the investments or any right arising
from them;

the amount of gross income for that period in
respect of wakalah fee or any other fee receivable
in connection with the general fund, retakaful
fund, or family retakaful fund, or any other fee
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receivable in respect of an investment fund from the
family fund;

any amount of gard recovered by him in that period
in connection with the family fund;

the amount of gross income for that period in
respect of profits from investments distributed or
credited from family fund, or in respect of profits
distributed or credited from general fund or family
retakaful fund; and

the amount of actuarial surplus from the family fund
that is transferred to the shareholders’ fund; and

(b) deducting from that aggregate—

(i) where subparagraph (a)(ii) is applicable for that

(i)

(iii)

period to gross proceeds receivable in connection
with any investment or right, the cost of acquiring
and realizing the investments or rights;

so much of the amount of gard incurred in that
period in connection with the family fund;

the amount of management expenses incurred by
him in that period in connection with—

(A) wakalah fee receivable in relation to the
general fund, inward retakaful fund,
offshore fund or family retakaful fund;

(B) any other fee receivable in relation to the
general fund, inward retakaful fund,
offshore fund or family retakaful fund; or

(C) any other fee receivable in relation to an
investment fund from the family fund; and
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(iv) commission payable and discounts allowed by him
in that period in connection with his general takaful
business carried out in accordance with the
principle of wakalah.

(10) The adjusted income of the shareholders’ fund, for the basis
period for a year of assessment of a takaful operator not resident for
the basis year for that year of assessment shall, where that business is
wholly or partly carried on in Malaysia be ascertained by—

(a) taking the aggregate of—

(i) the amount of gross income for that period from the
investments made by the takaful operator out of any
of the shareholders’ funds;

(if) the amount of any gross proceeds (whether or not
of an income nature) which are not gross income to
which subparagraph (i) applies and which are first
receivable in that period in connection with the
realization of the investments or any right arising
from them;

(ii1) the amount of gross income for that period in
respect of wakalah fee or any other fee receivable
in connection with the general fund, retakaful
fund, or family retakaful fund, or any other fee
receivable in respect of an investment fund from the
family fund;

(iv) any amount of gard recovered by him in that period
in connection with the family fund;

(v) the amount of gross income for that period in
respect of profits from investments distributed or
credited from family fund, or in respect of profits
distributed or credited from general fund or family
retakaful fund; and
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(vi) the amount of actuarial surplus from the family
fund that is transferred to the shareholders’ fund;
and

(b) deducting from that aggregate—

(i) where subparagraph (a)(ii) is applicable for that
period to gross proceeds receivable in connection
with any investment or right, the cost of acquiring
and realizing the investments or rights;

(i) so much of the amount of gard incurred in that
period in connection with the family fund;

(iii) the amount of management expenses incurred by
him in that period in connection with—

(A) wakalah fee receivable in relation to the
general fund, inward retakaful fund,
offshore fund or family retakaful;

(B) any other fee receivable in relation to the
general fund, inward retakaful fund,
offshore fund or family retakaful fund; or

(C) any other fee receivable in relation to an
investment fund from the family fund; and

(iv) commission payable and discounts allowed by him
in that period in connection with his general takaful
business carried out in accordance with the
principle of wakalah.

(10a) For the purposes of ascertaining the adjusted income of the
family fund, general fund or shareholders’ fund referred to in
subsection (3), (4), (5), (7), (9) or (10), as the case may be, the cost of
acquiring and realizing any investments or rights for the basis period
for a year of assessment shall include expenses incurred in managing
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those investments or rights, and such expenses incurred shall be
determined in accordance with the following formula:

AxC
B
where A is the cost of acquiring any investments or
rights which is realized in that period in respect
of such fund;
B is the total cost of acquiring all investments or

rights held during that period in respect of such

fund; and

is the total expenses incurred in that period for

managing all investments or rights held during
that period in respect of such fund.

(108) The management expenses incurred for the basis period for a

year of assessment under—

(@) subsubparagraph (9)(b)(iii)(B) or (C) shall be determined
in accordance with the following formula:

AXxC

B
where

A

is the total amount of gross
income for that period referred
to in subparagraph (9)(a)(iii)
excluding the amount of gross
income in respect of wakalah
fee;

is the total amount of gross
income for that period referred
to in subparagraph (9)(a)(iii)
excluding the amount of gross
income in respect of wakalah fee
for commission; and
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C is the total management
expenses incurred under
subparagraph (9)(b)(iii); or

(b) subsubparagraph (10)(b)(iii)(B) or (C) shall be determined
in accordance with the following formula:

AxC
B
where A is the total amount of gross income
for that period referred to in
subparagraph (20)(a)(iii),

excluding the amount of gross
income in respect of wakalah fee;

B is the total amount of gross income
for that period referred to in
subparagraph (10)(a)(iii),
excluding the amount of gross
income in respect of wakalah fee
for commission; and

C is the total management expenses
incurred  under  subparagraph
(10)(b)(iii).

(11) The adjusted income as ascertained under subsections (9) and
(10) shall be deemed to be the statutory income from that source.

(12) Where a takaful operator carrying on general takaful business
has retakaful the risks or part of the risks with a retakaful
operator who either does not carry on the business of takaful of that
kind in Malaysia or does not retakaful the risks through a branch in
Malaysia, there may be deducted under subparagraph (5)(b)(ii) or
(7)(b)(ii) in respect of such risks which are retakaful only ninety-five
per cent of the amount which would otherwise be deductible:

Provided that in the case where subsection (7) or (8) apply (other than
in the case of family retakaful business), the takaful operator may elect
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that no deductions shall be made under subparagraph (7)(b)(ii) and if he
does so—

(@) the election shall be irrevocable and shall apply in relation
to the basis period for the year of assessment for which it
is made and for the basis periods for all subsequent years
of assessment; and

(b) amounts recoverable under retakaful contracts shall be
disregarded for the purposes of subparagraph (7)(a)(iv).

(13) Where a takaful operator in connection with his family
business or his general takaful business receives any incidental gross
income (not being a takaful contribution on a certificate issued in the
course of carrying on that family or general takaful business) for which
subsections (3) to (10) and subsection (12) do not provide, that income
shall be treated as income of the takaful operator falling under
paragraph 4(f) and he shall be deemed to have a separate source in
respect of it.

(14) Where under this section all such deductions as would be made
in computing what would have been the adjusted income for the basis
period for a year of assessment from takaful business of a takaful
operator if any such adjustment income had been ascertainable exceed
the aggregate of the amounts from which those deductions would
otherwise have been made, the amount of the excess shall be taken to
be the amount of his adjusted loss from that business for that period.

(15) Notwithstanding subsection (14) and subsection 43(2), any
unabsorbed losses of the family fund shall only be available for
deduction against the statutory income for the basis period for a year
of assessment and subsequent years of assessment in respect of the
family fund of the takaful operator.

(15A) In arriving at the total income of a takaful operator for a year
of assessment —

(@) the adjusted loss from a source or sources of a takaful
operator for that year of assessment other than from a
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source consisting of a family fund, shall be available as
deduction against the aggregate statutory income
(excluding the statutory income from a source consisting
of a family fund) of a takaful operator; and

(b) any unabsorbed loss ascertained under subsection 44(4)
or (5) for that year of assessment shall not be deducted
against the statutory income of the family fund of the
takaful operator for the subsequent years of assessment.

(16) Notwithstanding paragraph 75 of Schedule 3, any unabsorbed
allowances of the family fund shall only be available for deduction
against the adjusted income for the basis period for a year of
assessment and subsequent years of assessment in respect of the family
fund of the takaful operator.

(17) Allowances under Schedule 3 shall only be available for
deduction against the adjusted income of the family fund and the
balance of such allowances shall not be available as a deduction
against the adjusted income of the shareholders’ fund.

(18) Any income which is distributed or credited to a takaful
participant under this section shall be deemed to be derived from
Malaysia.

(19) The chargeable income in respect of the family fund as
determined under subsections (3) and (4) is subject to tax as specified
under Part X1l of Schedule 1.

(20) Where a takaful operator carries on retakaful business in
conjunction with other takaful businesses, the part of the chargeable
income for a year of assessment which is attributable to that retakaful
business shall consist of an amount which bears the same proportion
to the chargeable income for that year of assessment of the takaful
operator as the part of the aggregate income which relates to the
retakaful business bears to the whole of the aggregate income for that
year of assessment from all sources of the takaful operator.
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(21) The amount arrived at under subsection (20) shall be treated as
his chargeable income for a year of assessment of a takaful operator
from retakaful business for the purposes of paragraph 4 of Part | of
Schedule 1.

(22) As soon as any amount of chargeable income from the
retakaful business of a takaful operator, being a company resident for
the basis year for a year of assessment, has been subject to income tax
at the rate of eight per cent—

(@) the netamount of that income (after deduction of such tax)
shall be credited to an account (that account and company
being referred to as the exempt account and the relevant
company respectively); and

(b) paragraph 5 (except subparagraph (1) thereof) and
paragraph 6 of Schedule 7a shall apply as if any reference
in those paragraphs to any income exempted or which has
become exempt under paragraph 3 were a reference to
income credited to the exempt account.

(23) In this section—

“family takaful business” has the same meaning assigned to it under
subsection 2(1) of the Islamic Financial Services Act 2013;

“general takaful business” means all takaful business which is not
family takaful business;

“general takaful certificate” means a certificate other than a family
takaful certificate;

“investment” includes any accretions thereto;

“Malaysian family takaful fund” means the takaful fund in respect
of Malaysian family takaful certificate;

“Malaysian takaful certificate” has the same meaning assigned to it
under subsection 2(1) of the Islamic Financial Services Act 2013;
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“gard” means a benevolent loan or other forms of financial support
to the takaful fund from the shareholders’ fund made pursuant to
section 95 of the Islamic Financial Services Act 2013,;

“retakaful” has the same meaning assigned to it under
subsection 2(1) of the Islamic Financial Services Act 2013;

“takaful” has the same meaning assigned to it under section 2 of the
“Takaful Act 1984;

“takaful business” has the same meaning assigned to it under
section 2 of the "Takaful Act 1984;

“takaful certificate” has the same meaning assigned to it under
subsection 2(1) of the Islamic Financial Services Act 2013;

“takaful contribution” has the same meaning assigned to it under
subsection 2(1) of the Islamic Financial Services Act 2013;

“takaful operator” has the same meaning assigned to it under
subsection 2(1) of the Islamic Financial Services Act 2013;

“takaful participant” has the same meaning assigned to it under
subsection 2(1) of the Islamic Financial Services Act 2013;

“wakalah fee” means a fee in respect of a contract which gives the
power to a person to nominate another person to act on his behalf based
on agreed terms and conditions.

(24) For the purpose of this section, a takaful operator’s reserve
fund for unexpired risks at the end of a basis period shall consist of—

(@) twenty-five per cent of the difference between the gross
takaful contributions first receivable by him in that period
in respect of marine, aviation or transit certificates issued
by him and the amount deducted under subparagraph

*NOTE—The Takaful Act 1984 [Act 312] has since been repealed by the Islamic Financial Finance Act
2013 [Act 759] which comes into operation on 30 June 2013—see section 282 of Act 759.
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(5)(b)(ii) or (7)(b)(ii); and

(b) anamount calculated based on the method of computation
as determined by the relevant authority regulating the
takaful industry and which is consistently applied to
takaful contributions first receivable by him in that period
in respect of other general takaful certificates issued by
him less the amount deducted under subparagraph

(5)(b)(ii) or (7)(b)(ii).

Chargeable income of life fund subject to tax

60AB. The chargeable income in respect of the life fund as determined
under subsections 60(3) and 60(4) is subject to tax as specified under
Part V111 of Schedule 1.

608. (Deleted by Act 812).

Banking business

60c. Where a person who is resident for the basis year for a year of
assessment carries on a business of banking in Malaysia and
elsewhere, his gross income and adjusted income or adjusted loss for
the basis period for that year of assessment from that business and his
statutory income for that year of assessment from that business shall
be ascertained by reference to his income there from wherever
accruing or derived excluding the gross income, adjusted income or
adjusted loss and statutory income attributable to an offshore business
activity of a licensed Malaysian offshore bank.

60p. (Deleted by Act 600).

60e. (Deleted by Act 624).
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Investment holding company

60F. (1) Where an investment holding company is resident for the
basis year for a year of assessment there shall be deducted in arriving
at the total income before any deduction falling to be made under
paragraph 44(1)(c) an amount in respect of expenses incurred by that
company in the basis period for that year of assessment, which amount
shall be determined in accordance with the formula—

AXB
4C

where A is the total of the permitted expenses incurred
for that basis period reduced by any receipt of a
similar kind;

B is the gross income consisting of dividend,
interest and rent chargeable to tax for that basis
period; and

C is the aggregate of the gross income consisting
of dividend and interest (whether such dividend
or interest is exempt or not) and rent, and gains
made from the realization of investments for
that basis period:

Provided that—

(a) the amount of deduction to be made shall not exceed five
per cent of the gross income consisting of dividend,
interest and rent for that basis period; and

(b) where, by reason of an absence or insufficiency of
aggregate income for that year of assessment, effect
cannot be given or cannot be given in full to any deduction
falling to be made to the investment holding company
under this section for that year, that deduction which has
not been so made shall not be made to the investment
holding company for any subsequent year of assessment.
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(1A) Notwithstanding any other provision of this Act, where in any
year of assessment income of an investment holding company consists
of—

(@) income from the holding of investment, it shall not be treated
as income from a source consisting of a business; or

(b) income other than income from the holding of investment,
it shall be treated as gains or profits under paragraph 4(f).

(1) If it is shown that it has been established as between the
Director General and the company for any tax purposes that the
company is an investment holding company for the basis period for
any year of assessment it shall be presumed until the contrary is proved
that the company is an investment holding company for the purpose of
this Act for the basis period for every subsequent year of assessment.

(1c) This section shall not apply to an investment holding company
referred to in section 60FA.

(2) In this section—

“business of holding of an investment” means business of letting of
property where a company in any year of assessment provides any
maintenance or support services in respect of the property;

“dividend” is deemed to include income distributed by a unit trust;

“investment holding company” means a company whose activities
consist mainly in the holding of investments and not less than eighty
per cent of its gross income other than gross income from a source
consisting of a business of holding of an investment (whether exempt
or not) is derived there from;

“permitted expenses” means expenses incurred by an investment
holding company in respect of—

(a) directors’ fees;
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(b) wages, salaries and allowances;
(c) management fees;

(d) secretarial, audit and accounting fees, telephone charges,
printing and stationary costs and postage; and

(e) rent and other expenses incidental to the maintenance of
an office,

which are not deductible under subsection 33(1).

Investment holding company listed on Bursa Malaysia

60FA. (1) The provisions of this section shall apply notwithstanding
any other provisions of this Act.

(2) Where an investment holding company is a company resident
for the basis year for a year of assessment and listed on the Bursa
Malaysia in the basis period for that year of assessment, income of that
investment holding company from the holding of investment in that
basis period shall be treated as gross income of that investment holding
company from a source consisting of a business for that year of
assessment.

(3) For the purpose of subsection (2)—

(@) in ascertaining for a year of assessment the adjusted
income of an investment holding company from a source
referred to in that subsection, any amount of deduction to
be made under this Act in arriving at that income shall only
be allowed against the gross income from that source
but—

(1) where in that year of assessment that source does
not produce any income, any deduction in respect
of that source shall be disregarded for the purposes
of this Act; or
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(if) where that amount of deduction exceeds the gross
income from that source for that year of assessment,
the excess shall be disregarded for the purposes of
this Act; and

(b) in ascertaining for a year of assessment the statutory
income of an investment holding company from a source
referred to in that subsection, any allowance for that year
of assessment falling to be made to that company under
Schedule 3 in respect of that source shall only be available
against the adjusted income of that person from that source
and if by reason of an absence or insufficiency of adjusted
income from that source for the basis period for that year
of assessment, effect cannot be given or be given in full to
any allowance for that year of assessment in relation to
that source, that allowance which has not been so made
shall not be made to that company for subsequent years of
assessment.

(4) Ifitis shown that it has been established between the Director
General and the company for any tax purposes that the company is an
investment holding company for the basis period for any year of
assessment it shall be presumed until the contrary is proved that the
company is an investment holding company for the purpose of this Act
for the basis period for every subsequent year of assessment.

(5) In this section, “investment holding company” has the same
meaning assigned to it under section 60F.

Foreign fund management company

60c. (1) Where a foreign fund management company carries on
business in Malaysia of providing fund management services to
foreign and local investors, the income derived from the provision of
fund management services to foreign investors shall be treated as a
separate and distinct business source from that source of income
derived from the provision of fund management services to local
investors.
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(2) The chargeable income in relation to the source consisting
of the provision of fund management services to foreign investors
for a year of assessment shall be the statutory income from that
source reduced by any deduction falling to be made pursuant to
subsection 43(2) relating to that source.

(3) The chargeable income in relation to the source or sources other
than the source consisting of the provision of fund management
services to foreign investors for a year of assessment shall be the
statutory income from that source or the aggregate of the statutory
income from each of those sources, as the case may be, reduced by any
deductions falling to be made pursuant to subsections 43(2)
and 44(1):

Provided that in so making the deductions under subsections 43(2)
and 44(1), no regard shall be had to the adjusted loss, if any, from the
source consisting of the provision of fund management services to
foreign investors.

(4) The chargeable income of a foreign fund management company,
resident in Malaysia for the basis year for a year of assessment in
relation to the source consisting of the provision of fund management
services to foreign investors, after deduction of the tax thereon, shall
be credited to an account to be kept by that company (that account and
that company being referred to as the “exempt account” and the
“relevant company” respectively).

(5) Paragraphs 5 and 6 of Schedule 7a shall apply as if any reference
in those paragraphs to any income exempted or which has become
exempt under paragraph 3 of that Schedule were a reference to income
credited to the exempt account of the relevant company under
subsection (4).

(6) For the purposes of this section—
“foreign fund management company” means a company

incorporated in Malaysia and licensed under the Capital Markets and
Services Act 2007 [Act 671];
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“foreign investors”—

(@) inrelation to an individual means individuals who are not
resident and not citizens of Malaysia;

(b) in relation to a company means companies where the
entire issued share capital is beneficially owned, directly
or indirectly by persons who are not resident and not
citizens of Malaysia; and

(c) in relation to a trust fund means trust funds where the
entire interest in the fund is beneficially held, directly or
indirectly by foreign investors, where—

(i) the fund is created outside Malaysia; and

(it) the trustees of the fund are not resident and not
citizens of Malaysia;

“local investors” are individuals, companies or trust funds that are
not foreign investors.

Closed-end fund company

60H. (1) This section shall apply to a closed-end fund company
resident in Malaysia for the basis year for a year of assessment.

(2) Where a closed-end fund company receives an amount in
respect of gains from the realization of investments in the basis period
for a year of assessment such amount shall be exempt from tax for that
year of assessment.

(3) Paragraphs 5 and 6 of Schedule 7a shall apply, mutatis
mutandis, to the amount exempted under subsection (2) and
paragraph 35 of Schedule 6 (where applicable).

(4) In ascertaining the total income of a closed-end fund company
for the basis period for a year of assessment there shall be deducted
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before any deduction falling to be made under paragraph 44(1)(c) an
amount in respect of expenses incurred by that closed-end fund
company during that period, which amount shall be determined in
accordance with the formula—

AXB

4C

where A s the total of the permitted expenses incurred for that
basis period,;

B is the gross income consisting of dividend and interest
chargeable to tax for that basis period; and

C is the aggregate of the gross income consisting of
dividend and interest (whether such dividend or interest
is exempt or not) and gains made from the realization
of investments (whether chargeable to tax or not) for
that basis period:

Provided that—

(@) the amount of deduction to be made shall not be less than
ten per cent of the total permitted expenses incurred for
that basis period; and

(b) where, by reason of an absence or insufficiency of
aggregate income for that year of assessment, effect
cannot be given or cannot be given in full to any deduction
falling to be made to the closed-end fund company under
this section for that year, that deduction which has not
been so made shall not be made to the closed-end fund
company for any subsequent year of assessment.

(5) For the purposes of this section —
“closed-end fund company” means a public limited company

incorporated in Malaysia and approved by the Securities Commission
to engage wholly in the investment of funds in securities;
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“dividend” is deemed to include income distributed by a unit trust;

“permitted expenses” means expenses incurred by a closed-end fund
company in respect of —

(a) manager’s remuneration;
(b) maintenance of register of shareholders;
(c) share registration expenses;

(d) secretarial, audit and accounting fees, telephone charges,
printing and stationery costs and postage;

“securities” means debentures, stocks and shares in a public
company or corporation, or bonds of any government or any body
corporate or unincorporate and includes any right or option in respect
thereof and any interest in unit trust schemes.

(6) Sections 33 and 34 shall not apply to a closed-end fund
company.

Company that establishes special purpose vehicle

601. (1) For the purpose of this Act, where a company establishes a
special purpose vehicle solely for the issuance of sukuk, any source of
the special purpose vehicle and any income from that source shall be
treated as a source and income of that company and such company
shall have the right to receive and utilize any proceeds derived from
the issuance of such sukuk.

(2) The special purpose vehicle is exempt from the responsibility of
doing all acts and things required to be done under this Act.

(3) The company that establishes the special purpose vehicle shall
keep and retain in safe custody records and documents in accordance
with sections 82 and 82a for the purpose of ascertaining the chargeable
income of the company from the source referred to in subsection (1).
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(3a) For the purposes of subsections (1) and (3), the company
referred to in those sections shall include a unit trust which is approved
by the Securities Commission as Real Estate Investment Trust or
Property Trust Fund.

(4) In this section—

“special purpose vehicle” means a company incorporated under the
*Companies Act 1965 or a company incorporated under the Offshore
Companies Act 1990 which has made an election under section 3a of
the Labuan Offshore Business Activity Tax Act 1990 and established
solely for the purpose of complying with the principles of syariah in
the issuance of sukuk but excludes a company which issues asset-
backed securities in a securitization transaction lodged with the
Securities Commission or approved by the Labuan Financial Services
Authority.

Trusts generally
61. (1) So long as a trust subsists—

(@) the trustees for the time being shall be known as the trust
body and the trust body shall be treated as a person for the
purposes of all the provisions of this Act except Part V1|
(other than section 122);

(b) for the purposes of this Act—

(i) any source forming part of the property of the trust;

(if) any source of a trustee of the trust, being a source
of his by virtue of sections 55 to 58; and

(iii) any income from any such source, shall be treated
as the source and income of the trust body of the
trust:

*NOTE—The Companies Act 1965 [Act 125] has since been repealed by the Companies Act 2016
[Act 777] which comes into operation on 31 January 2017-see subsection 620(1) of Act 777.



218 Laws of Malaysia AcT 53

Provided that in the case of a unit trust, gains arising
from the realization of investments shall not be treated
as income of the trust body of the trust;

(c) subject to subsections (4) and (5), the entitlement of a
beneficiary at any time and from time to time to any
income from the trust shall be deemed to be a source (in
this section and section 62 referred to as his ordinary
source) of his in relation to the trust, and the amount,
ascertained under this section, of any share of his of any
total income of the trust body of the trust for a year of
assessment shall be deemed to be his statutory income
from his ordinary source for that year; and

(d) a beneficiary of the trust shall be assessed and charged
to tax in respect of any income of his from his ordinary
source or from his further source within the meaning
of subsection (5) in relation to the trust:

Provided that paragraphs (c) and (d) and subsection (5) shall not
apply to a person in respect of any amount which by virtue of
paragraph 13(1)(d) falls to be included in the gross income of that
person in respect of gains or profits from an employment.

(1A) Notwithstanding paragraphs (1)(c) and (d), a unit holder of a
unit trust shall be assessed and charged to tax in respect of income
equivalent to an amount ascertained by reference to his share of the
total income of the unit trust for a year of assessment, distributed to
him by the unit trust in the basis year for that year of assessment:

Provided that the unit holder shall not be assessed and charged to
tax in respect of any amount distributed by the unit trust out of income
exempt from tax, other than income exempt under section 61A, or the
gains referred to in the proviso to paragraph 61(1)(b).

(18) Any income which is distributed by a unit trust to a unit holder
under subsection (1A) shall be deemed to be derived from Malaysia.
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(2) The income of the trust body of a trust shall be assessed and
charged to tax separately from the income of a beneficiary from any
source of his in relation to the trust, whether or not that beneficiary is
also a trustee member of that body, and in so assessing and charging
that body by reference to its chargeable income for a year of
assessment regard shall be had to the whole of its total income for that
year, notwithstanding that the amount of a share thereof may be
deemed under this section or section 62 to be statutory income of a
beneficiary:

Provided that, where—

(@) the trust body of a trust is resident for the basis year for a
year of assessment; and

(b) a beneficiary who has a share of the total income of the
trust body for that year of assessment is resident for the
basis year for that year of assessment,

the Director General may, in ascertaining the chargeable income of the
trust body for that year of assessment, deduct from that total income
that share of that beneficiary.

(3) Notwithstanding any other provision of this Act, a trust body
shall be regarded as resident for the basis year for a year of assessment
if, but only if, any trustee member of that body is resident for that basis
year:

Provided that where—

(@) the trust was created outside Malaysia by a person or
persons who were not citizens;

(b) the income of that trust body for that basis year is wholly
derived from outside Malaysia;

(c) the trust is administered for the whole of that basis year
outside Malaysia; and
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(d)
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at least one-half of the number of the member trustees are
not resident in Malaysia for that basis year,

that trust body shall not be regarded as resident in Malaysia for that

basis year.

(4) Subject to sections 62 and 63, and whether or not the trust body
of a trust is resident for the basis year for a year of assessment—

(@)

(b)

(©)

where throughout the basis year a beneficiary of the trust
was entitled to the whole of the distributable income from
the trust for that basis year, the amount of the total income
of the trust body for that year of assessment shall be
deemed to be the amount of the beneficiary’s share of that
total income;

where throughout that basis year a beneficiary of the trust
was entitled to a particular fraction of that distributable
income, an amount found by applying that fraction to that
total income shall be deemed to be the amount of his share
of that total income;

where the trust subsists throughout that basis year and
during that basis year a beneficiary of the trust is entitled
to the whole or a fraction of the distributable income from
the trust for any part or parts of that basis year—

(i) that total income, treated as if it had accrued evenly
from day to day over that basis year, shall with
respect to any such part be divided in the proportion
which the length of that part bears to the length of
that basis year and so much of the amount of that
total income as is thus found to be apportioned to
that part is referred to in this paragraph in relation
to that part as the apportioned sum;

(i) if the beneficiary was entitled to the whole of the
distributable income from the trust for such a part,
the apportioned sum, in relation to that part, shall be
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deemed to be the amount of his share (or the amount
of part of his share, as the case may require) of that
total income;

(iii) if the beneficiary was entitled to a particular
fraction of the distributable income from the trust
for such a part, an amount found by applying that
fraction to the apportioned sum, in relation to that
part, shall be deemed to be the amount of his share
(or the amount of part of his share, as the case may
require) of that total income; and

(iv) where two or more parts of his share of that total
income have been so ascertained, the aggregate of
the amounts of those parts shall be deemed to be the
amount of his share of that total income;

where the trust was not subsisting throughout that basis
year, paragraphs (a), (b) and (c) (and subsection (7)) shall
have effect as if references therein to that basis year were
references to a period consisting of the whole of the time
during which the trust was subsisting in that basis year;
and

any amount deemed by virtue of this subsection to be a
beneficiary’s share of that total income shall be deemed to
be derived from Malaysia.

(5) Subject to sections 62 and 63, if the total of—

(@)

(b)

all sums received in Malaysia from the trust body of a trust
by a beneficiary (being sums of an income nature in his
hands) in the basis year for a year of assessment; and

all sums received by him outside Malaysia from the trust
body of the trust in any year (being sums of an income
nature in his hands) and remitted to Malaysia in the basis
year for a year of assessment,
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exceeds the amount of his statutory income from his ordinary source
in relation to the trust for that year of assessment—

(i) heshall, in respect of that excess, be deemed to have
a source (in this subsection referred to as his further
source) in relation to the trust; and

(if) the amount of that excess shall be deemed to be his
statutory income from his further source for that
particular year of assessment:

Provided that, if the Director General is satisfied that a sum equal
to any part of that excess may, to the best of his judgment be regarded
as an ingredient of the beneficiary’s statutory income from his ordinary
source in relation to the trust for any preceding year of assessment, the
beneficiary’s statutory income from his further source for that
particular year of assessment shall be reduced by the amount of that
sum.

(6) (Deleted by Act A226).

(7) Where any part of the income from a trust for the basis year for
a year of assessment is subject to a trust for accumulation, any
reference in this section to the total income of the trust body of that
trust for that year of assessment (being a reference made in connection
with a reference to the distributable income from the trust for that basis
year) shall be construed as a reference to a sum which bears the same
proportion to that total income as that distributable income bears to the
aggregate of—

(a) that distributable income; and

(b) that part of the income from the trust which is subject to
the trust for accumulation.

(8) Paragraph (1)(a) and subsection (3) shall apply where there is
only one trustee as they apply where there are two or more trustees,
and references to a trust body in this Act shall be construed
accordingly.
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(9) In this Act—

(a) a reference to income from a source of a trust includes a
reference to any income subject to the trust; and

(b) a reference to sums received or to income received by a
beneficiary of a trust includes a reference to sums or
income disbursed by the trust body of the trust on his
behalf or for his benefit.

Exemption of Real Estate Investment Trust or Property Trust
Fund

61A. (1) Where in the basis period for a year of assessment ninety per
cent or more of the total income of the unit trust is distributed to the
unit holder, the total income of the unit trust for that year of assessment
shall be exempt from tax.

(2) In this section, “unit trust” means a unit trust which is approved
by the Securities Commission as Real Estate Investment Trust or
Property Trust Fund, and listed on Bursa Malaysia.

Discretionary trusts

62. (1) Where there is a discretionary trust, section 61 shall apply to
the trust but shall be modified in its application by the following
subsections.

(2) Subject to the following subsections, whether or not the trust
body of discretionary trust is resident for the basis year for a year of
assessment:

(@) subject to paragraph (b), the total of all sums received in
Malaysia by a particular beneficiary of the trust (being
sums of an income nature in his hands) in that basis year
from the trust body of the trust or the total income of that
body for that year of assessment, whichever is the less,
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shall be deemed to be the amount of that particular
beneficiary’s share of that total income; and

(b) where—

(i) that particular beneficiary is one of a class of
beneficiaries of the trust;

(i) that particular beneficiary has received in Malaysia
and any other beneficiary or beneficiaries of that
class has or have received in Malaysia any sum or
sums of that nature in that basis year from the trust
body of the trust; and

(iii) the aggregate of all sums so received exceeds the
total income of that body for that year of
assessment,

paragraph (a) shall not apply to that particular
beneficiary in relation to that discretionary trust for that
year of assessment and a sum bearing the same
proportion to that total income as the total of all sums
so received by that particular beneficiary bears to that
aggregate shall be deemed to be the amount of that
particular beneficiary’s share of that total income.

(3) Where a trust is such that with respect to some of the
distributable income from the trust for the basis year for a year of
assessment (in this subsection referred to as the discretionary portion)
a discretionary power of the trustees applies and with respect to some
of the distributable income from that trust for that basis year (in this
subsection referred to as the non-discretionary portion) either a
beneficiary is entitled to the whole thereof or there are beneficiaries
entitled to particular fractions thereof—

(@) the total income of the trust body of the trust for that year
of assessment shall be divided into a discretionary part and
a non-discretionary part, the amount of the discretionary
part being a sum which bears the same proportion to that
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total income as the discretionary portion bears to the
distributable income from the trust for that basis year and
the amount of the non-discretionary part being a sum
which bears the same proportion to that total income as the
non-discretionary portion bears to the distributable income
from the trust for that basis year;

(b) subject to paragraph (c)—

(i) subsection (2) shall apply in relation to the trust
body and that part of the trust relating to the
discretionary portion as if the amount of the
discretionary part were the total income of the trust
body for that year of assessment;

(i) in the application of subsection 61(5) in relation to
the trust body and that part of the trust relating to
the discretionary portion, the amount of the
discretionary part shall be treated as the total
income of the trust body for that year of assessment;
and

(iii) in the application of subsections 61(4) and (5) in
relation to the trust body and that part of the trust
relating to the non-discretionary portion, the
amount of the non-discretionary part shall be
treated as the total income of the trust body for that
year of assessment;

(c) where in consequence of the application of paragraph (b)
a beneficiary of the trust has a share of the discretionary
part and a share of the non-discretionary part, the
aggregate of the amounts of those shares shall be deemed
to be the amount of his statutory income from his ordinary
source in relation to the trust for that year of assessment,
and if the total of—

(1) all sums received in Malaysia from the trust body
of the trust by him (being sums of an income nature
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in his hands) in the basis year for a year of
assessment; and

(if) all sums received by him outside Malaysia from the
trust body of the trust in any year (being sums of an
income nature in his hands) and remitted to
Malaysia in the basis year for a year of assessment,

exceeds that aggregate, that excess shall be deemed
to be his further source within the meaning of
subsection 61(5).

(4) Where subsection (2) or (3) applies in relation to a trust (in this
subsection referred to as the principal trust) and a year of assessment,
then, if any part of the income from the principal trust for the basis year
for that year of assessment is subject to a trust for accumulation, the
reference in subsection (2) or paragraph (3)(a) to total income shall be
construed as a reference to a sum which bears the same proportion to
that total income as the part of the income from the principal trust not
so subject to that trust for accumulation bears to the income from the
principal trust.

(5) (Deleted by Act A226).

Trust annuities

63. (1) This section shall apply where a person is entitled to an
annuity payable under the terms of a trust (that annuity, that trust and
the trust body of that trust being in this section referred to as the
annuity, the trust and the trust body respectively).

(2) The amount of the annuity payable for the basis year (or for a
part of the basis year) for a year of assessment shall be ascertained
whenever necessary by applying subsection 19(3) as if references
therein to Chapter 4 were references to this section and references to
the basis period (or to a part thereof) for a year of assessment were
references to the basis year (or to a part thereof) for a year of
assessment; and, where two or more amounts are payable in respect of



Income Tax 227

the annuity for the basis year (or for a part of the basis year) for a year
of assessment, then, in the application of this section to that annuity,
any reference to an amount payable in respect of that annuity shall be
construed as a reference to the aggregate of those amounts.

(3) Where the whole of the gross income of the trust body from each
of its sources for the basis period for a year of assessment is derived
from Malaysia or the trust body is resident for the basis year for that
year of assessment—

(a) the amount payable in respect of the annuity for that basis
year shall be deemed to be derived from Malaysia whether
or not the trust body has any total income for that year of
assessment; and

(b) in ascertaining the total income (if any) of the trust
body for that year of assessment that amount shall be
deducted after any deduction falling to be made under
paragraph 44(1)(a) or (b) and before any deduction
falling to be made under paragraph 44(1)(c).

(4) Where—

(@) the trust body is not resident for the basis year for a year
of assessment; and

(b) either—

(i) inascertaining the trust body’s total income for that
year of assessment regard is to be had only to one
source, and the gross income for the basis period for
that year of assessment from that source is derived
partly from Malaysia and partly from outside
Malaysia; or

(i1) the trust body’s gross income for the basis period
for that year of assessment is derived as to one of its
sources wholly or partly from Malaysia and as to
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another of its sources wholly or partly from outside
Malaysia,

subsection (5) shall apply for ascertaining the total income (if any) of
the trust body for that year of assessment.

(5) Where this subsection applies in relation to a year of assessment,
the amount payable in respect of the annuity for the basis year for that
year of assessment shall be deducted after any deduction falling to be
made under paragraph 44(1)(a) or (b) and before any deduction falling
to be made under paragraph 44(1)(c) and—

(a) if the whole of that amount is so deducted, that amount
shall be deemed to be derived from Malaysia;

(b) if that amount exceeds what would be the total income (if
any) of the trust body for that year of assessment
ascertained without any deduction being made in respect
of that amount, so much of that amount as equals what
would be that total income as so ascertained shall be
deemed to be derived from Malaysia.

(6) Where any amount is payable in respect of a joint annuity under
the terms of the trust, there shall for the purposes of this section be
deemed to be payable to each of the joint annuitants with respect to
that amount a sum arrived at by dividing that amount by the number of
joint annuitants.

(7) Where two or more annuities are payable under the terms of
the trust and there is insufficient income to allow, in ascertaining
the total income (if any) of the trust body of the trust, a full
deduction of all amounts payable in respect of all those annuities,
the Director General shall give such directions as are necessary for
ascertaining how much of the amount payable in respect of each
of those annuities shall be deemed to be derived from Malaysia for
the purposes of paragraph 5(b).

(8) In this section “annuity” includes any pension or other
periodical payment to which paragraph 4(e) applies.
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Special deduction for qualifying capital expenditure

63A. (1) In ascertaining the statutory income of a unit trust from a
source consisting of the derivation of rent from the letting of real property
for a year of assessment, there shall be deducted from the adjusted income
from that source for that year of assessment an allowance made under
subsection (2) in respect of qualifying capital expenditure.

(2) Where a unit trust has, for the purposes of deriving rent from the
letting of real property, incurred qualifying capital expenditure in relation
to an asset and at the end of the basis period for a year of assessment the
unit trust was the owner of the asset and the asset was in use for that
purpose, there shall be made to the unit trust in relation to that source for
that year an allowance equal to one tenth of that expenditure:

Provided that where, by reason of an absence or insufficiency of
adjusted income from that source for the basis period for that year of
assessment, effect cannot be given or cannot be given in full to any
allowance falling to be made for that year in relation to that source,
that allowance which has not been so made shall not be made to the
unit trust for any subsequent year of assessment.

(3) Where at the end of the basis period for any year of assessment the
residual expenditure in relation to an asset in respect of which qualifying
capital expenditure has been incurred is zero, or the asset is no longer
owned or in use by the unit trust, no allowance shall be made to the unit
trust for that year of assessment and subsequent years of assessment.

(4) For the purposes of subsection (2), qualifying capital
expenditure shall be deemed to have been incurred on the day on which
the machinery or plant is capable of being used for the purposes of
deriving rent from the letting of real property.

(5) For the purposes of this section—

“qualifying capital expenditure” in relation to an asset is capital
expenditure incurred on the provision of machinery or plant used for
the purposes of deriving rent from the letting of real property,
including—
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(a) expenditure incurred on the alteration of an existing
building for the purpose of installing that machinery or
plant and other expenditure incurred incidentally to the
installation thereof provided that such expenditure does
not exceed seventy-five per cent of the aggregate of itself
and any other expenditure (being qualifying capital
expenditure); and

(b) expenditure incurred on preparing or levelling land in
order to prepare a site for the installation of that machinery
or plant provided that such expenditure does not exceed
ten per cent of the aggregate of itself and any other
expenditure (being qualifying capital expenditure);

“residual expenditure” at any date in relation to an asset in respect of
which qualifying capital expenditure has been incurred by a unit trust
shall be the total qualifying capital expenditure incurred on the
provision of the asset before that date reduced by the allowance falling
to be made in relation to that asset for any year of assessment before
that date.

(6) This section shall not apply to a unit trust referred to in
subsection 63c(5).

Special deduction for expenses

638. (1) In ascertaining the total income of a unit trust for the basis
period for a year of assessment, there shall be deducted before any
deduction falling to be made under paragraph 44(1)(c) an amount in
respect of expenses incurred by that unit trust during that period, which
amount shall be determined in accordance with the formula—

AXB
4C

where A is the total of the permitted expenses incurred for that
basis period,;
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is the gross income consisting of dividend, interest and
rent chargeable to tax for that basis period; and

is the aggregate of the gross income consisting of
dividend and interest (whether such dividend or interest
IS exempt or not) and rent, and gains made from the
realization of investments (whether chargeable to tax or
not) for that basis period:

Provided that—

(@)

(b)

the amount of deduction to be made shall not be less than
ten per cent of the total permitted expenses incurred for
that basis period; and

where, by reason of an absence or insufficiency of
aggregate income for that year of assessment, effect
cannot be given or cannot be given in full to any deduction
falling to be made to the unit trust under this section for
that year that deduction which has not been so made shall
not be made to the unit trust for any subsequent year of
assessment.

(2) For the purposes of this section—

“dividend” is deemed to include income distributed by a unit trust;

“permitted expenses” means expenses incurred by the unit trust in
respect of—

(@)
(b)
(©)
(d)

manager’s remuneration;
maintenance of register of unit holders;
share registration expenses;

secretarial, audit and accounting fees, telephone charges,
printing and stationery costs and postage,
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which are not deductible under subsection 33(1).

(3) This section shall not apply to a unit trust referred to in
subsection 63c(5).

Special treatment on rent from the letting of real property of a
Real Estate Investment Trust or Property Trust Fund

63c. (1) This section shall apply notwithstanding any other
provisions of this Act.

(2) Where in the year of assessment, income of a unit trust consists
of a rent from the letting of real property, the amount of the rent shall
be treated as gross income of a unit trust from a source consisting of a
business for that year of assessment.

(3) Inascertaining, for a year of assessment, the adjusted income of
a unit trust from a source referred to in subsection (2), any deductions
to be made under this Act in arriving to that income, in respect of that
source for the basis period for that year of assessment shall only be
allowed against the gross income from that source but—

(@) where the amount of the deduction exceeds the gross income
from that source for that year of assessment, the excess shall
be disregarded for the purposes of this Act; and

(b) where that source does not produce any income, the
deduction from the gross income of that unit trust from
that source of income shall not be allowed.

(4) In ascertaining, for a year of assessment, the statutory income
of a unit trust from a source referred to in subsection (2), any
allowances for that year of assessment under Schedule 3 in respect of
that source shall only be available against the adjusted income of that
source and if by reason of an absence or insufficiency of adjusted
income from that source for the basis period for that year of
assessment, effect cannot be given or be given in full to any allowance
for that year of assessment in relation to that source, that allowance
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which has not been so made shall not be made to the unit trust for any
subsequent years of assessment.

(5) For the purposes of this section, “unit trust” means a unit trust
which is approved by the Securities Commission Malaysia as Real
Estate Investment Trust or Property Trust Fund.

Income of a unit trust from the letting of real property is not
income from a business

63p. Subject to section 63c but notwithstanding any other provisions
of this Act, income of a unit trust which consists of rent from the letting
of real property shall not be treated as income from a source consisting
of a business.

Estates under administration

64. (1) For the purposes of this Act, any source forming part of the
estate of a deceased individual and any income from that source arising
after the day of the death of that individual shall be treated as the source
and income of the executor of that individual.

(2) The chargeable income of the executor of the estate of a
deceased individual for a year of assessment shall be ascertained
by reference to the gross income from those sources for the
appropriate basis period determined in accordance with the
provisions of sections 3 and 4.

(3) Where an annuity is payable for the basis year for a year of
assessment by an executor of a deceased individual, then—

(@) in ascertaining the total income of the executor for that
year of assessment the amount of the annuity so payable
shall be deducted after any deduction falling to be made
under paragraph 44(1)(a) or (b) and before any deduction
falling to be made under paragraph 44(1)(c);



234 Laws of Malaysia AcT 53

(b) the annuity so payable shall be regarded as income within
the meaning of paragraph 4(e) in the hands of the
annuitant; and

(c) the annuity shall be deemed to be derived from Malaysia.

(4) In the case of an estate of an individual who was domiciled in
Malaysia at the time of his death, the deduction allowed for any year
of assessment by section 46 (but no other deduction under Chapter 7)
shall be made from the total income of the executor for that year
whether or not the executor is an individual and whether or not the
executor is resident for the basis year for that year.

(5) Subject to subsection (3), payments made by the executor of a
deceased individual to a beneficiary of the estate of that individual and
received by him as a beneficiary shall not be regarded in his hands as
income for the purposes of this Act.

(6) For the purposes of subsection (3), subsection 63(2) shall apply
to annuities affected by this section as it applies to annuities affected
by the said section 63.

Settlements
65. (1) Subject to this section, where—

(@) by virtue or in consequence (whether directly or
indirectly) of any settlement and during the life of the
settlor, any income from a source or assets representing
income from a source will or may become payable or
applicable in the basis period for a year of assessment to
or for the benefit of any relative of the settlor; and

(b) at the commencement of that year of assessment that
relative is unmarried and has not attained the age of
twenty-one years,
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the income or assets shall be deemed to be income of the settlor and
not income of any other person.

(2) Subject to this section, if and so long as the terms of any
settlement are such that—

(a) any person has or may have power, whether immediately
or in the future, and whether with or without the consent
of any other person, to revoke or otherwise determine the
settlement or any provision thereof; and

(b) in the event of the exercise of the power, the settlor or a
wife or husband of the settlor will or may become
beneficially entitled to the whole or any part of the
property then comprised in the settlement, or of the
income arising from the whole or any part of the property
S0 comprised,

all income arising under the settlement from the property comprised in
the settlement shall be deemed to be income of the settlor and, subject
to subsection 45(2), not income of any other person:

Provided that this subsection shall not apply by reason only of the
fact that the settlor or a wife or husband of the settlor will or may
become beneficially entitled to any income or property relating to the
interest of any beneficiary under the settlement in the event of that
beneficiary predeceasing him or her, as the case may be.

(3) Subject to this section, where in the basis year for any year of
assessment the settlor in relation to a settlement or any relative of the
settlor or any company with respect to which the settlor or any of his
relatives has control makes use for his or its own purposes, whether by
borrowing or otherwise, of any income arising or of any accumulated
income which has arisen under the settlement (being income to which
he or it is not entitled thereunder), the amount of that income or
accumulated income so made use of shall be deemed to be income of
the settlor for that basis year and not the income of any other person;
and, where any other person is or was beneficially entitled to that
income, there shall be made to that other person such repayments of
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any tax paid by him in respect of that income as are made necessary
by the operation of this subsection.

(4) Where, in relation to any settlement to which this section
applies, in consequence of any provision of this section (and, where
applicable, any other provision of this Act) any tax is charged on or
paid by the settlor, he shall be entitled to recover from any trustee of
the settlement in receipt of income arising whether directly or
indirectly by virtue or in consequence of the settlement (or from any
person in receipt of any such income which is deemed to be income of
the settlor under this section) the amount of the tax so paid by him, and
for that purpose to require the Director General to furnish a certificate
specifying the amount of tax so paid; and any certificate so furnished
shall be conclusive evidence of the facts appearing therein.

(5) Where any income or assets representing income are deemed to
be income of the settlor and not income of any other person under the
foregoing subsections, then, subject to subsection (6)—

(@) in a case where the terms of the settlement are such that
there is a trust so that the income or assets in question are
income or assets of a person having a beneficial interest in
that trust, the amount of the income so deemed to be
income of the settlor shall be taken to be—

(i) the amount of what would have been, but for this
section, the statutory income of that other person
from any property comprised in the settlement or,
where that other person is not resident, what would
have been his statutory income from any such
property if he had been resident for all relevant
basis years; or

(i) where subsection (3) is applicable, such an amount
as the Director General having regard to all the
circumstances may direct;

(b) in any other case, the amount of the income so deemed to
be income of the settlor shall be taken to be—
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(i) the amount of what would have been, but for this
section, the statutory income of that other person
from any property comprised in the settlement or,
where that other person is not resident, what would
have been his statutory income from any such
property if he had been resident for all relevant
basis years; or

(if) where subsection (3) is applicable, such an amount
as the Director General having regard to all the
circumstances may direct,

and in any case, the income so deemed to be that of the settlor shall be
deemed to be derived from such place and source as the Director
General having regard to all the circumstances may direct and to be
statutory income of the settlor.

(6) Notwithstanding subsection (5), in any case to which
subsection (2) applies in relation to a settlement, the statutory
income from each source of the trust body of the trust the subject
of the settlement shall be deemed to be statutory income of the
settlor and to be derived from such place and source of the settlor
as the Director General having regard to all the circumstances may
direct.

(7) Ifany question arises as to the amount of any payment of income
or as to any apportionment of income or of statutory income under this
section, that question shall be determined by the Director General and
no appeal shall lie from his decision.

(8) This section shall apply to every settlement wherever it was
made or entered into and whether it was made or entered into before
or after the commencement of this Act.

(9) In the case of any settlement where there are two or more
settlors, this section shall have effect in relation to each settlor as if he
were the only settlor and in any such case—
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(a) references in this section to the property comprised in the
settlement include, in relation to any settlor, only property
originating from that settlor, and references in this section
to income in relation to any settlement or arising under the
settlement include, in relation to any settlor, only income
originating from that settlor;

(b) references in this subsection to property originating from
a settlor are references to—

(i) property which that settlor has provided directly or
indirectly for the purposes of the settlement;

(if) property representing property so provided; and

(iii) so much of any property representing both property
so provided and other property as on a just
apportionment represents the property so provided;
and

(c) references in this subsection to income originating from a
settlor are references to—

(i) income from property originating from that settlor; and
(i) income provided directly or indirectly by that settlor.

(10) In this section any reference to property comprised in a
settlement includes a reference to property representing property so
comprised and any reference to property representing other property
includes a reference to property representing accumulated income
from that other property.

(11) In this section—

“relative” means a child of the settlor (including a stepchild of the
settlor and a child of whom the settlor has the custody or whom he
maintains wholly or partly at his own expense), a child adopted by the
settlor or the husband or wife of the settlor in accordance with any law,
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and any person who is a wife, grandchild, brother, sister, uncle, aunt,
nephew, niece or cousin of the settlor;

“settlement” includes any disposition, trust, covenant, arrangement
or agreement and any transfer of assets or income, but does not
include—

(a) a settlement which in the opinion of the Director General
is made for valuable and adequate consideration;

(b) a settlement resulting from an order of a court; or

(c) any agreement made by an employer to pay to an
employee or to the widow or widower or any relative or
dependant of an employee after his death such
remuneration, pension or lump sum as in the opinion of
the Director General is fair and reasonable;

“settlor”, in relation to a settlement, includes any person by whom
the settlement was made or entered into directly or indirectly, and any
person who was provided or undertaken to provide funds or credit
directly or indirectly for the purpose of the settlement or has made with
any other person a reciprocal arrangement for that other person to make
or enter into the settlement.

Co-operative Societies

65A. Inarriving at the chargeable income of a co-operative society for
a year of assessment, there shall be deducted from the total income for
that year—

(@) such sum as has been transferred or paid during the basis
period for that year to a statutory reserve fund or to any
educational institution or co-operative organization
established for the furtherance of cooperative principles,
or to both, or to a Co-operative Education Trust Fund or
to a Co-operative Development Trust Fund, as may be
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(b)
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required under the provisions of any written law relating
to the registration of co-operative societies in Malaysia:

Provided that the maximum sum to be deducted shall
not exceed one-fourth of the audited net profits for that
basis period of such co-operative society; and

an amount equal to eight per cent (or such percentage as
may be prescribed) of the members’ funds (as defined in
subparagraph 12(2) of Part | of Schedule 6) as at the first
day of the basis period for the year of assessment.

(2) (Deleted by Act 451).

PART IV

PERSONS CHARGEABLE

Personal chargeability: general principle

66. Where under this Act the income of any person is assessable and
chargeable to tax, that person shall, subject to this Part, be the person
assessable and chargeable to tax in respect of that income.

Vicarious responsibility and chargeability

67. (1) Subject to this Part, the following subsections shall apply
where by or under any of the following sections of this Part a person
(in this section referred to as the representative)—

(@)
(b)

(©)

is appointed to be the agent of any other person;

is assessable and chargeable to tax on behalf of any other
person; or

IS a person in whose name another person is assessable and
chargeable to tax,
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any such other person being in this section referred to as the principal.

(2) The representative may require any person (including the
principal, in so far as he is capable of complying with the requisition)
who is in receipt or control of any income of the principal, and any
person by whom any income is paid or payable to the principal, to
supply to the representative full particulars of the income and any
expenses connected therewith.

(3) Where the representative is assessable and chargeable to tax on
behalf of the principal, the representative shall be assessable and
chargeable to tax in like manner and to the like amount as the principal
would be assessed and charged to tax; and, where the principal is
assessable and chargeable in the name of the representative, the
principal shall be so assessable and chargeable in like manner and to
the like amount as he would be assessed and charged to tax if he were
assessable and chargeable in his own name.

(4) The representative shall be responsible for doing all such acts
and things as are required by or by virtue of this Act to be done by him
as representative or by the principal for the purposes of this Act, and
in particular for the payment of any tax due from him as representative
or from the principal and for the payment of any debt so due to the
Government under section 1074, 109, 1094 or 109s; and, in default of
payment, any such tax or debt (together with any penalty to which he
as representative or the principal is or would be liable in respect of the
default) shall be recoverable from the representative either as such or
as if he were the principal, as the case may be:

Provided that the representative shall not be required to pay any
such tax, debt or penalty (or any other penalty incurred by the
principal) otherwise than from the accessible moneys.

(4A) For the purposes of subsection (4), where a representative is a
person appointed as an agent under section 68, the Director General
may, by way of a notice in writing, require the representative to remit
to him any accessible moneys for the purpose of payment of any tax
due from the principal or for any debt so due referred to in that



242 Laws of Malaysia AcT 53

subsection, notwithstanding that no assessment in respect of such tax
has been made in the name of the representative:

Provided that the accessible moneys shall not include any moneys
held by the representative in his custody and control on behalf of the
principal.

(5) Where by or by virtue of this Act anything is to be made or
served on or given or done to the principal for the purposes of this Act,
in lieu thereof the same may be made or served on or given or done to
the representative:

Provided that nothing in this subsection shall make the
representative liable to be convicted of an offence committed by the
principal in which the representative had no part.

(6) The representative—

(a) may retain out of the accessible moneys so much as is
necessary to pay any tax or penalty, or any debt of the kind
referred to in subsection (4) due from him as
representative or from the principal; and

(b) shall be and is hereby indemnified against all persons
whatsoever for any payments made by him as
representative in pursuance of this Act.

(7) In this section “the accessible moneys”, in relation to the
representative and the principal, means any moneys (including any
pension and any salary, wages or other remuneration) which—

(@) from time to time are due from the representative to the
principal or are held by the representative in his custody
and control on behalf of the principal; or

(b) being then moneys of or due to the principal, are
obtainable on demand by the representative.
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Power to appoint agent

68. (1) The Director General may, if he thinks fit, by notice in
writing appoint any person to be the agent of any other person for all
or any of the purposes of this Act; and, where any person is so
appointed for all those purposes, he shall be assessable and chargeable
to tax on behalf of that other person.

(2) An appointment made under subsection (I) may be revoked by
the Director General at any time.

(3) Where a person appointed under subsection (I) to be the agent
of another person is aggrieved by the appointment, he may within
thirty days after the service on him of the notice of appointment appeal
under section 99 as if the notice of appointment served upon him were
a notice of assessment and the provisions of this Act relating to appeals
shall apply accordingly with any necessary modifications.

(4) Where any income on which tax is chargeable (or the source of
any such income) is under the direction and control of a court in
Malaysia and the court appoints a receiver therefor—

(@) the receiver so long as his appointment subsists shall be
deemed to have been appointed under subsection (1)
(without the right of appeal conferred by subsection (3))
to be the agent of the court as regards that income or
source for all the purposes of this Act; and

(b) if the source of that income is vested in the court, the
registrar or other appropriate officer of the court shall be
treated for the purposes of this Act as the person entitled
to that income.

(5) The following sections of this Part shall be without prejudice to
the generality of subsection (1).
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Incapacitated persons

69. (1) Where a person lawfully having the direction, control or
management of any property or concern on behalf of an incapacitated
person receives the gross income of that incapacitated person from all
sources for the appropriate basis periods for a year of assessment, that
first-mentioned person shall be assessable and chargeable to tax in
respect of that income on behalf of that incapacitated person.

(2) Where there is no person assessable and chargeable to tax
by virtue of subsection (1) in respect of the income of an
incapacitated person, the Director General may appoint any person
under subsection 68(1) to be the agent of that incapacitated person
for all the purposes of this Act.

(3) Without prejudice to subsection (1) or (2), if an incapacitated
person assessable and chargeable to tax is a minor, the minor’s parent
or guardian (or any person standing as regards the minor in a
relationship corresponding to that of parent of guardian) shall be
assessable and chargeable to tax on behalf of the minor.

(4) Nothing in this section shall prevent a minor being directly
assessable and chargeable to tax.

(5) Paragraph 23(c) shall apply whenever appropriate in relation to
the reference to gross income in this section.

Non-residents

70. (1) A person who is not resident for the basis year for a year
of assessment shall be assessable and chargeable to tax for that
year of assessment either directly or in the name of any attorney,
factor, agent, receiver or manager of his (whether or not the
attorney, factor, agent, receiver or manager has the receipt of any
income of that non-resident person):
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Provided that nothing in this subsection shall render any person
assessable or chargeable in the name of a broker, a general commission
agent or any other agent where the broker or agent is not either—

(@) carrying on with the authority of that person the regular
agency of that person; or

(b) a person assessable and chargeable as if he were an agent
by virtue of section 141 on income in respect of gains or
profits arising from sales or transactions carried out
through himself as broker or agent.

(2) Where a partner in a partnership is not resident for the basis year
for a year of assessment, his income ascertained under the appropriate
provisions of sections 55 to 59 in relation to the partnership shall be
assessable and chargeable to tax for that year of assessment in the name
of—

(@) the partnership (which shall be regarded as a person to the
extent necessary to give effect to this subsection);

(b) any partner who is resident for that basis year; or

(c) any agent of the partnership in Malaysia,
and the tax charged thereon shall be recoverable by all the means
provided by this Act out of the assets of the partnership.
Masters of ships and captains of aircraft
71. The master of any ship and the captain of any aircraft owned or
chartered by a person who is assessable and chargeable to tax in
consequence of the application of section 54 shall (though not to the

exclusion of any other agent) be deemed to be the agent of that person
and shall be assessable and chargeable to tax on behalf of that person.
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Hindu joint families

72. The income of a Hindu joint family (and any income of the
family’s manager or karta in his capacity as such, being income by
virtue of sections 55 to 59) shall be assessable and chargeable on the
family’s manager or karta, who shall accordingly be assessable and
chargeable to tax on behalf of the family.

Trustees

73. (1) The income of the trust body of a trust shall be assessable and
chargeable to tax on the trust body (which may be given by the Director
General a suitable designation for the purpose) and, so long as the
trustees for the time being remain members of the trust body they shall
(whether or not, in the case of each trustee, he was a member of the
trust body when any particular responsibility or obligation under this
Act first arose) jointly and severally be subject to all the liabilities to
which they would be subject under section 67 if the trust body were
the principal within the meaning of that section and each trustee were
the representative within that meaning.

(2) A trustee who vacates his office shall cease to have
responsibility under subsection (1):

Provided that nothing in this subsection shall relieve any person
from responsibility for a criminal or negligent act, whenever
committed.

Executors

74. (1) Where an individual dies in the basis year for a year of
assessment, his executors shall be assessable and chargeable to tax for
that year of assessment, for the following year of assessment and,
whenever necessary, for any previous year of assessment in respect of
the chargeable income of that individual for any such year of
assessment; and, where they are so assessable and chargeable, they
shall be assessable and chargeable to tax in like manner and to the like
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amount as the individual would be assessed and charged to tax if he
had not died.

(2) For the purposes of subsection (1)—

(@) the reference therein to the chargeable income of any
individual for any year of assessment shall be taken to be
such chargeable income for that year as he would have had
if he had not died in respect of any income of his arising
before his death and in respect of any income received by
his executors which if he had not died and if it had been
received by him (at the time it was received by his
executors) would have been taken into account in arriving
at that last-mentioned chargeable income; and

(b) all rights and duties which would have attached to him
with respect to that last-mentioned chargeable income as
he would have so had shall pass to his executors.

(3) Any assessment or additional assessment to be made in
consequence of the foregoing subsections shall be made not later than
the end of the third year of assessment following the year of assessment
in the basis year for which—

(a) the Director General is informed of the death of the
individual by the executor referred to under
subsection (1) in the form prescribed under this Act;

(b) the estate duty affidavit (if any) was filed in Malaysia with
respect to any part of the estate of that individual; or

(c) where such an estate duty affidavit has been filed, the last
of any corrective affidavits relating to that estate duty
affidavit was filed,

being the basis year in which the last of those events took place.

(4) The amount of any tax payable by the executors of a deceased
individual by virtue of this section (together with any penalty which
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may be incurred under subsection 103(3), (5) or (7)) shall be debt due
from and payable out of the estate of that deceased individual.

(5) The executors of a deceased individual shall not distribute any
of the assets of his estate unless they have made provision (in so far as
they are able to do so out of those assets) for the payment in full of any
tax which they know or might reasonably expect to be payable by them
under this section.

(6) Any executors who fail to comply with subsection (5) shall be
jointly and severally liable to pay a penalty equal to the amount of the
tax to which the failure relates.

(7) Subsection 125(2) shall apply to a penalty imposed by
subsection (6) of this section as it applies to a penalty imposed by
subsection 112(3) or 113(2).

Companies and bodies of persons
75. (1) The responsibility for doing all acts and things required to be
done by or on behalf of a company or body of persons for the purposes
of this Act shall lie jointly and severally—
(@) in the case of a company, with—
(i) the manager or other principal officer in Malaysia;
(i) the directors;
(iii) the secretary; and
(iv) any person (however styled) exercising the
functions of any of the persons mentioned in the

foregoing subparagraphs; and

(b) in the case of a body of persons, with—
(i) the manager;
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(ii) the treasurer;
(iii) the secretary; and
(iv) the members of its controlling authority.

(2) The liquidator of a company which is being wound up shall not
distribute any of the assets of the company to its shareholders unless
he has made provision (in so far as he is able to do so out of the assets
of the company) for the payment in full of any tax which he knows or
might reasonably expect to be payable by the company under this Act
or to be deductible by the company under section 107.

(3) Any liquidator who fails to comply with subsection (2) shall be
liable to pay a penalty equal to the amount of the tax to which the
failure relates.

(4) Subsection 125(2) shall apply to a penalty imposed by
subsection (3) of this section as it applies to a penalty imposed by
subsection 112(3) or 113(2).

Director’s liability

75A. (1) Notwithstanding anything contrary to this Act or any other
written law—

(@) where any tax is due and payable under this Act by a
company, any person who is a director of that company
during the period in which that tax is liable to be paid by
that company; or

(b) where any debt is due and payable from an employer under
any rules made pursuant to section 107 and the employer
iS a company, any person who is a director of that
company during the period in which the debt is liable to
be paid by that company,
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shall be jointly and severally liable for such tax or debt, as the case
may be, that is due and payable and shall be recoverable under section
106 from that person.

(2) In this section, “director” means any person who—

(a) is occupying the position of director (by whatever name
called), including any person who is concerned in the
management of the company’s business; and

(b) is, either on his own or with one or more associates
within the meaning of subsection 139(7), the owner of,
or able directly or through the medium of other
companies or by any other indirect means to control,
not less than twenty per cent of the ordinary share
capital of the company (“ordinary share capital” here
having the same meaning as in the definition of
“director” in section 2).

Limited liability partnership and business trust

758. (1) The responsibility for doing all acts and things required to
be done —

(@) by or on behalf of a limited liability partnership for the
purposes of this Act shall lie jointly and severally—

(i) with the compliance officer who is appointed
amongst the partners of the limited liability
partnership or persons qualified to act as secretaries
under the Companies Act 2016 who is a citizen or
permanent resident of Malaysia and ordinarily
resides in Malaysia; or

(i1) if no compliance officer is appointed as such, any
one or all of the partners thereof; and
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(b) by or on behalf of a business trust for the purposes of this
Act shall lie jointly and severally with the trustee manager
of such business trust.

(2) For the purpose of this section, “compliance officer “ has the
meaning assigned to it in section 27 of the Limited Liability
Partnerships Act 2012.

(3) Where in a year of assessment, a partnership or a company has
converted into a limited liability partnership in accordance with the
Limited Liability Partnerships Act 2012—

(@) every partner of the partnership shall continue to be
personally assessable and chargeable to tax for that
year of assessment and for any previous year of
assessment before the conversion in respect of his
chargeable income for any such year of assessment;
and

(b) the limited liability partnership shall be assessable and
chargeable to tax for that year of assessment and for
any previous year of assessment before the conversion
in respect of the chargeable income of the company for
any such year of assessment.

(4) Where the limited liability partnership is so assessable and
chargeable under paragraph (3)(b), it shall be assessable and
chargeable to tax in like manner and to the like amount as the company
would have been assessed and charged to tax prior to the conversion.

Rulers and Ruling Chiefs

76. (1) The income of a Ruler or Ruling Chief shall be assessable
and chargeable to tax in the name of the person nominated by the Ruler
or Ruling Chief for the purposes of this Act as the person executing
the function of administrator of the private property of the Ruler or
Ruling Chief:
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Provided that where no such nomination has been made by a Ruler
or Ruling Chief, section 66 shall apply to such Ruler or Ruling Chief.

(2) Where a person is responsible for the payment of tax on behalf
of a Ruler or Ruling Chief—

(@)

(b)

(©)

(d)

that person may pay the tax out of any private property in
his hands or under his control belonging to the Ruler or
Ruling Chief and may, to the extent that he pays any such
tax out of his own property, indemnify himself out of any
such private property;

that person shall not be personally liable in respect of the
tax except to the extent that he—

(i) has in his possession, custody or control any private
property belonging to the Ruler or Ruling Chief; or

(i) had any such private property in his possession,
custody or control at any time after receiving notice
of the tax having become due;

unless the sanction of the Attorney General is first
obtained, no prosecution, suit or other legal proceedings
shall be instituted against that person in respect of any act
or thing or which he is responsible under this section; and

the provisions of section 67 shall be modified accordingly
when applicable with this section.

(3) In this section “Ruler or Ruling Chief” means—

(@)
(b)
(©)

the Yang di-Pertuan Agong;
the Raja Permaisuri Agong;

the Timbalan Yang di-Pertuan Agong or other Ruler
exercising the functions of the Yang di-Pertuan Agong;
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(d) a State Authority or any person exercising the functions of
a State Authority; or

(e) the Undang of Sungei Ujong, the Undang of Jelebu, the
Undang of Johol, the Undang of Rembau or the Tunku
Besar of Tampin.

PART V

RETURNS

Return of income by a person other than a company, limited
liability partnership, trust body or co-operative society

77. (1) Every person, other than a company, limited liability
partnership, trust body or co-operative society to which section 77a
applies, shall for each year of assessment furnish to the Director General a
return in the prescribed form—

(@) in the case of that person who is carrying on a business,
not later than 30 June in the year following that year of
assessment; or

(b) in any other case than the case in paragraph (a), not later
than 30 April in the year following the year of assessment:

Provided that that person has—
(a) chargeable income for that year of assessment; or

(b) no chargeable income for that year of assessment, but has
chargeable income or has furnished a return or has been
required under this Act to furnish a return, for the year of
assessment immediately preceding that year of
assessment.
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(1A) Where subsection 45(2) applies, a reference to a person under
paragraph 1(a) includes a reference to an individual where his wife or
her husband who elects, as the case may be, is carrying on a business.

(2) Where a person is required to furnish a return under paragraph (b)
of the proviso to subsection (1), the Director General may by way of
notification waive that requirement for any year of assessment.

(3) An individual who arrives in Malaysia during a particular year
of assessment and—

(@) is chargeable to tax for that particular year; or

(b) is not chargeable to tax for that particular year but is
chargeable to tax for the year of assessment following that
particular year,

shall, within two months of his arrival give notice to the Director
General that he will be so chargeable.

(4) For the purposes of this section, a return for a year of assessment
shall—
(@) specify the chargeable income and the amount of tax payable
(if any) on that chargeable income for that year; and

(b) contain such particulars as may be required by the Director
General.

Return of income by every company, limited liability partnership,
trust body or co-operative society

77A. (1) Every company, limited liability partnership, trust body or
co-operative society shall for each year of assessment furnish to the
Director General a return in the prescribed form within seven months
from the date following the close of the accounting period which
constitutes the basis period for the year of assessment.
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(1A) For the purposes of this section, a company shall furnish to the
Director General a return in the prescribed form on an electronic
medium or by way of electronic transmission in accordance with
section 152A.

(2) Notwithstanding subsection (1), where there is a change in the
accounting period of a company, limited liability partnership, trust
body or co-operative society such that the accounts are not closed on
any date in a year, that company, limited liability partnership, trust
body or co-operative society shall furnish to the Director General a
return in the prescribed form for that year and the year of assessment
in which the accounts are closed within seven months from the date
following the close of the accounting period.

(3) Forthe purposes of this section, a return for a year of assessment
shall—

(@) specify the chargeable income and the amount of tax payable
(if any) on that chargeable income for that year; and

(b) contain such particulars as may be required by the Director
General.

(4) The return furnished by a company under this section shall be
based on financial statements made in accordance with the
requirements of the Companies Act 2016.

Amendment of return

778. (1) Where for a year of assessment a person has furnished a
return in accordance with subsection 77(1) or 77A(1), that person may
make amendment to such return in an amended return as prescribed by
the Director General in respect of the amount of tax or additional tax
payable by that person on the chargeable income or on the amount of
tax which has been or would have been wrongly repaid to him.
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(2) Anamended return under subsection (1) shall only be made after
the due date for the furnishing of the return in accordance with
subsection 77(1) or 77A(1), but not later than six months from that date.

(3) For the purposes of this section, the amended return shall—
(@) specify the amount or additional amount of chargeable
income and the amount of tax or additional tax payable on

that chargeable income;

(b) specify the amount of tax payable on the tax which has or
would have been wrongly repaid to him;

(c) specify the increased sum ascertained in accordance with
subsection (4); or

(d) contain such particulars as may be required by the Director
General.

(4) The tax or additional tax payable under subsection (1) shall be
increased by a sum equal to ten per cent of the amount of such tax or
additional tax.

(5) The amendment under subsection (1) shall only be made once.

(6) Where—

(@) a return for a year of assessment has been furnished in
accordance with subsection 77(1) or 77A(1); and

(b) the Director General has made an assessment for that year
of assessment under section 91,

no amendment shall be allowed under this section.
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Deduction of tax as final tax

77c. (1) Notwithstanding section 77, where for a year of assessment
an individual —

(@) has income only in respect of gains or profits from an
employment;

(b) deductions have been made by his employer in accordance
with subsection 107(2) in respect of such gains or profits;

(c) the individual is employed by the same employer in that
year of assessment;

(d) such deductions are not borne by his employer for that
year of assessment; and

(e) that individual whose husband or wife has not made an
election pursuant to section 45,

the individual may elect not to furnish a return for a year of assessment
to the Director General in accordance with section 77.

(2) Where subsection (1) applies and no return for a year of assessment
has been furnished by an individual in accordance with section 77 —

(@) an individual is deemed to have made an election under
that subsection;

(b) the total amount of tax deducted referred to under paragraph
(1)(b) shall be deemed to be the amount of tax payable of that
individual for that year of assessment; and

(c) no assessment shall be made by the Director General in
respect of that individual for that year of assessment.

(3) Notwithstanding subsections (1) and (2), the Director General
shall have the power to make an assessment under subsection 90(3) or
section 91 for any year of assessment and where an assessment is made
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by the Director General, the amount which is deemed to be the tax
payable under paragraph (2)(b) shall be disregarded.

Power to call for specific returns and production of books

78. For the purpose of obtaining full information for ascertaining
whether or not a person is chargeable to tax or for determining his
liability the Director General may by notice under his hand require that
or any other person—

(a) to complete and deliver to the Director General within a
time specified in the notice (not being less than thirty days
from the date of service of the notice) any return specified
in the notice;

(b) to attend personally before the Director General and
produce for examination all books, accounts, returns and
other documents which the Director General deems
necessary;

(c) tomake areturn in accordance with paragraph (a) and also
to attend in accordance with paragraph (b); or

(d) to provide in writing such information or particulars which
the Director General deems necessary.
Power to call for statement of bank accounts, etc.
79. The Director General may by notice under his hand require any
person to furnish within a time specified in the notice (not being less
than thirty days from the date of service of the notice) a statement
containing particulars of—

(@) all banking accounts—

(1) in his own name or in the name of a wife or
dependent child of his or jointly in any such names;
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(if) in which he is or has been interested jointly or
solely; or

(iif) on which he has or has had power to operate jointly
or solely,

being accounts which are in existence or have been in
existence at any time during a period to be specified in
the notice;

(b) all savings and loan accounts, deposits, building society
accounts and co-operative society accounts in regard to
which he has or has had any interest or power to operate
solely or jointly during that period,;

(c) all assets which he and any wife or dependent child of his
possess or have possessed during that period;

(d) all sources of his and the gross income from those sources;
and

(e) all facts bearing upon his present or past chargeability to
tax.

Power of access to buildings and documents, etc.

80. (1) For the purposes of this Act the Director General shall at all
times have full and free access to all lands, buildings and places and to
all books, documents, objects, articles, materials and things and may
search such lands, buildings and places and may inspect, copy or make
extracts from any such books, documents, objects, articles, materials
and things without making any payment by way of fee or reward.

(1A) Where the Director General exercises his powers under
subsection (1), the occupiers of such lands, buildings and places shall
provide the Director General or an authorized officer with all
reasonable facilities and assistance for the exercise of his powers under
this section.
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(2) The Director General may take possession of any books,
documents, objects, articles, materials and things to which he has
access under subsection (1) where in his opinion—

(@) the inspection of them, the copying of them or the making
of extracts from them cannot reasonably be undertaken
without taking possession of them;

(b) they may be interfered with or destroyed unless he takes
possession of them; or

(c) they may be needed as evidence in any legal proceedings
instituted under or in connection with this Act.

(3) Where in the opinion of the Director General it is necessary for
the purpose of ascertaining income in respect of the gains or profits
from a business for any period to examine any books, accounts or
records kept otherwise than in the national language, he may by notice
under his hand require any person carrying on the business during that
period to furnish within a time specified in the notice (not being less
than thirty days from the date of service of the notice) a translation in
the national language of the books, accounts or records in question:

Provided that in East Malaysia this subsection shall have effect as
if the words “or English” were inserted after the words “national
language” wherever they occur.

Power to call for information

81. The Director General may require any person to give orally or
may by notice under his hand require any person to give in writing
within a time specified in the notice all such information or particulars
as may be demanded of him by the Director General for the purposes
of this Act and which may be in the possession or control of that
person:

Provided that, where that person is a public officer or an officer in
the employment of a local authority or statutory authority, he shall not
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by virtue of this section be obliged to disclose any particulars as to
which he is under a statutory obligation to observe secrecy.

Duty to keep records and give receipts

82. (1) Notwithstanding section 82a and subject to this section,
every person carrying on a business—

(@) shall keep and retain in safe custody sufficient records for
a period of seven years from the end of the year to which
any income from that business relates to enable that
income from that business for each year of assessment or
the adjusted loss from that business for the basis period for
any year of assessment to be readily ascertained by the
Director General or an authorized officer; and

(b) if the gross takings from the business for the basis year for
any year of assessment exceeded one hundred and fifty
thousand ringgit from the sale of goods or one hundred
thousand ringgit from the performance of services, shall
issue a printed receipt serially numbered for every sum
received in that year of assessment in respect of goods sold
or services performed in the course of or in connection
with the business and shall retain a duplicate of every
receipt so issued.

(1A) Where a person carrying on a business has not furnished a
return under subsection 77(1), 77A(1) or (2) for a year of
assessment, that person shall keep and retain the records referred to
in subsection (1) that relate to that year of assessment for a period
of seven years after the end of the year in which the return is
furnished.

(2) Where in the carrying on of a business a machine is used for
recording sales, the issue of receipts pursuant to paragraph (1)(b) may
be dispensed with except where the Director General is not satisfied—

(a) that the machine automatically records all sales made; or
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(b) that the total of all sales made in a day is transferred at the
end of the day to a record of sales.

(3) The Director General may specify by statutory order in respect
of any class or description of business (or by notice under his hand in
respect of the business of any particular person)—

(@) the form of records to be kept under paragraph (1)(a) and
t