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INTRODUCTION

Malaysia’s 1998 Budget was announced on October 17, 1997 at a time when the country
together with its neighbouring ASEAN nations face the challenges of both currency and stock
market turmoil.  Despite the current crisis, the fundamentals of the economy are sound.  The
country experienced its tenth consecutive good year of GDP growth in 1997, estimated at 8%
(1996 : 8.6%).  The CPI measure of inflation showed a 2.6% year todate increase, against
3.6% during the corresponding period in 1996.  The balance of payments situation although
narrowing, remains the perennial dark cloud, with a current account deficit of RM13.1 billion or
5% of GNP (1996: RM12.3 billion; 5.2% GNP).  

Overall, the Budget is somewhat painful and may appear unpopular compared to those of the
last few years.  However, it reflects the Government’s ability to respond speedily to address
current major concerns.  Measures introduced are intended to consolidate the country’s
buoyant growth over the last ten years and address the pressing problem of the weak ringgit
and the widening current account deficit.  The 1998 Budget Strategy is to :-

a. strengthen economic fundamentals and stabilise financial markets;
 

b. maintain sustainable growth;
 

c. continue the process of deregulation and liberalisation of the economy; and
 

d. continue the social agenda for further overall development.

1998 Budget Issue



Underlying the Budget is the Government’s determination in addressing the current account
deficiency.  Strict measures in an effort to reduce imports and incentives to increase exports
have been introduced.  As expected, custom duties on imported motor vehicles have been
increased, with some categories facing increases of up to 800% of existing tariffs.

This report covers the 1998 Budget tax proposals, based on the Finance (No. 2) Bill 1997, the
1998 Budget Speech and other instruments in respect of indirect taxation.  The proposed
changes herein are subject to enactment.

As this publication has been prepared for clients and associates by way of general
information, further details may be required.  Readers are kindly advised to consult with us at
any of our offices shown on the back cover before acting on any material contained in this
publication.

Kassim Chan Tax Services Sdn Bhd
Deloitte Touche Tohmatsu Tax Services Sdn Bhd

Kuala Lumpur, Malaysia
October 17, 1997

Kassim Chan Tax Services Sdn Bhd and Deloitte Touche Tohmatsu Tax Services Sdn Bhd are member firms
of Deloitte Touche Tohmatsu International, one of the world’s leading accounting, management consulting
and tax services firms.  We serve multinational and large national enterprises, public institutions and tens of
thousands of fast-growing small businesses worldwide.  

With more than 63,400 people in 126 countries, our internationally experienced professionals deliver
seamless, consistent services wherever our clients operate.

In Asia-Pacific, our 900 partners and 11,000 staff provide client services in 25 countries and territories.
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Income Tax

1. Reduction in Corporate Income Tax Rate

To help ease the burden of the private sector, the Minister of Finance has proposed in
the Finance Bill that the rate of income tax imposed on companies be reduced from 30%
to 28%.

Consequently, the tax rate for trust bodies, executors of estates of  deceased persons
who died domiciled outside Malaysia and receivers has also been reduced from 30% to
28%.

The current rate of tax for a non-resident individual of 30% remains unchanged.
Similarly, there is no change to the current tax rates for resident individuals.

The chart below compares Malaysia’s proposed corporate income tax rate with those
of other countries in the region.

* The standard corporate tax rate is 25%. Different rates may apply
for prescribed industries and priority projects.

** Graduated rates of tax apply, ranging from 10% to 30%.

The above amendment is to be effective from year of assessment 1998.
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2. Tax Credit Attaching to Dividends Paid in 1997

With the proposed reduction of the corporate tax rate from 30% to 28% which is to be
effective year of assessment 1998, a new subsection 2E to Section 108 has been
proposed which deems dividends paid,  distributed or credited in the calendar year
1997 to have suffered tax at the proposed rate of 28% notwithstanding that income tax
at the rate of 30% may have been actually deducted from those dividends.  Thus,  in
cases where dividends have been paid and vouchers issued showing that 30% tax
has been deducted,  the net dividends would have to be regrossed at 28% as
illustrated below:

Original
RM

Revised
RM

Gross dividend      100.00 97.22
Tax deducted/deemed deducted        30.00 27.22

------------ ------------
Net dividend        70.00 70.00

==== ====

The recipient of the dividend may only claim a Section 110 set-off of RM 27.22 in the
above illustration in arriving at his tax payable.  On the part of the company paying the
dividend,  only the tax deemed deducted of RM 27.22 in the above illustration  is to be
subtracted from its Section 108 credit account.

These proposals are standard features accompanying changes in the corporate
income tax rate.

3. Withdrawal of Tax Exemption on Income Earned Overseas

Presently, income arising from sources outside Malaysia which is received in Malaysia
by a resident company (other than a company carrying on the business of banking,
insurance, shipping and air transport) is exempt from tax.

It is proposed in the Finance Bill that the above exemption be withdrawn.

The withdrawal of this exemption with effect from year of assessment 1998 appears
to be harsh and it is hoped that the exemption would be reinstated by way of an
exemption order.
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4. Reinvestment Allowance

An income tax incentive called Reinvestment Allowance (RA) is currently granted to
resident companies which, among other qualifying circumstances, undertake certain
expansion, modernisation or diversification activities in respect of manufacturing or
processing.  RA is computed at 60% of designated capital expenditure.  The RA thus
computed is set against the company’s statutory income subject in most cases to a limit
of 70% thereof per year of assessment thus decreasing the tax chargeable on the
company.

Significant changes (highlighted below in italics) have been proposed to the RA
provisions.  From year of assessment 1998, where a company resident in Malaysia –

a. has been in operation for not less than 12 months;

b. 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; and

c. has shown an increase in productivity in the basis period for that year of
assessment or in the basis period for the following year of assessment,

there shall be given to the company for that year of assessment a RA of an amount
equal to 60% of that expenditure.  However, such expenditure shall not include capital
expenditure incurred on plant or machinery which is provided wholly or partly for the
use of a director, or an individual who is a member of the management, or
administrative or clerical staff of that company.

RA for the above companies would therefore be restricted to cases where there are
increases in productivity.  According to the relevant appendix to the text of the 1998
Budget Speech, productivity will be measured using the Process Efficiency Ratio (PER).

 Total Output - BIMS
PER = -----------------------------

 Total Input – BIMS

Where,
BIMS (“Bought in Materials and Services”) is defined as value of
materials consumed in the production process (including payment for the
transport, tax paid including those on materials) + value of equipment
used such as packaging materials, daily used materials (including office
stationery, materials for improvement and maintenance) + publication
cost + lubricants + cost of goods sold in same condition such as utilities
(water, electricity, fuels) + payments to contractors + payment to
industrial work done by others + payment for non-industrial services.
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In order to be eligible for RA, a company is required to show that its PER has increased
after the investment was made.  A grace period of 2 years will be given to show the
increase in PER.

As regards agricultural projects, where a company resident in Malaysia which has
been in operation for not less than 12 months has incurred in the basis year for a year
of assessment capital expenditure in relation to an agricultural project in Malaysia for
the purposes of any qualifying project, there shall be given to the company for that
year of assessment a RA of 60% of that expenditure.  Productivity increase is not a
requirement for agricultural projects.

RA is to be given in respect of capital expenditure incurred in the basis periods for 5
consecutive years of assessment beginning from the year of assessment for the basis
period in which the capital expenditure was first incurred.

Where an asset is disposed of at any time within two years from the date of acquisition
of that asset, RA given in respect of that asset shall be deemed to have not been
given to the company which would otherwise have been entitled thereto.  It should be
noted that this specific provision is to take effect from year of assessment 1999.  In
this connection “disposed of” means sold, conveyed, transferred, assigned, or
alienated with or without consideration.

The 70% of statutory income ceiling of RA deduction therefrom continues to apply.
However, where the qualifying project is located within the States of Sabah, Sarawak,
the Eastern Corridor of Peninsular Malaysia and such other areas which the Minister
may from time to time determine or where the qualifying project has achieved the level
of productivity as prescribed by the Minister, the amount to be exempted shall be equal
to the allowance (or to the aggregate amount of any such allowances as the case may
be) but not exceeding the statutory income for that year of assessment.

According to the relevant appendix to the 1998 Budget Speech, PER will be used to
measure productivity for 100% of statutory income deduction purposes.  In this
connection, a company is required to show that its PER has increased by at least the
same rate as the GDP growth rate for that industry.  The company will be given 2 years
to show the increase in PER.  The desired rate of increase in PER may be changed
from time to time but adequate notice will be given.

Where, by reason of the restriction of the allowance to 70% of the statutory income or
of an insufficiency or absence of statutory income from a business of the company for
the basis period for a year of assessment, effect cannot be given or cannot be given in
full to any RA to which the company is entitled for that year of assessment in relation to
the source consisting of that business, so much of the RA as cannot be given for that
year shall be given to the company for the first subsequent year of assessment for the
basis period for which there is statutory income from that business, and for
subsequent years of assessment until the company has received the whole of the RA
to which it is entitled.
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As is currently the case, tax exempt dividends on a two-tier basis may be paid out of
income exempt from tax through a RA deduction from statutory income.  There are no
proposed changes to existing legislation in this respect.

Where it appears to the Director General that any income of the relevant company
exempted or any dividend exempted in the hands of a shareholder ought not to have
been exempted, he may at any time within 6 years after the expiration of the year of
assessment for which the exemption was given make such assessments or additional
assessments to counteract any benefit obtained from the exemption, or direct the
relevant company to debit the exempt account maintained with such amount as the
circumstances require e.g. from 1.1.99 to clawback RA granted in respect of assets
disposed of within 2 years of acquisition date.

As is currently the case, RA is not applicable to a company –

a. for the period during which the company –

• has been granted pioneer status under the Promotion of Investments Act
1986 in respect of any promoted activity or promoted product and which is
applying or intends to apply for the grant of a pioneer certificate; or

 
• has been granted pioneer certificate under the Promotion of Investments Act

1986 in respect of any promoted activity or promoted product and whose
tax relief period has not ended or ceased.

b. for the period prescribed for investment tax allowance for which the company
has been granted approval;

c. deleted (abatement of adjusted income incentives);

d. for the period during which that company, notwithstanding the repeal of the
Investment Incentives Act 1968 –

• has been given approval under Section 5, 12A or 12B of that Act and
whose tax relief period has not ended; or

 
• has been given approval under Section 26 of that Act and incurs capital

expenditure which qualifies for investment tax credit.

e. for the period prescribed under paragraph (2)(b) of Section 31E of the
Promotion of Investments Act 1986 in respect of a manufacturing activity or
manufactured product for which the company has been granted approval under
Section 31C of that Act.
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In relation to this incentive, “qualifying project” means –

a. a project undertaken by a company, in expanding, modernising or automating
its existing business in respect of manufacturing or processing of a product or
any related product within the same industry or in diversifying its existing
business into any related product within the same industry;

b. a project undertaken by a company which is participating in industrial
adjustment approved under Section 31A of the Promotion of Investments Act
1986, in expanding its existing business or modernising its production
techniques or processes; or

c. an agricultural project undertaken by a company in expanding, modernising or
diversifying its cultivation and farming business.

A definition of the word “incurred” has also been introduced for RA purposes.  This
definition borrows from that adopted for capital allowances purposes viz –

Paragraph 46, Schedule 3 –

in the case of a hire purchase, the capital portion of instalment payments made
in the basis period concerned; and

Paragraph 55, Schedule 3 –

a. in the case of any expenditure incurred on the construction of a building, the
day on which that expenditure is incurred is the day on which the construction
of the building is completed and in the case of any expenditure incurred on the
provision of machinery or plant for the purposes of a business the day on
which that expenditure is incurred is the day on which the machinery or plant is
capable of being used for the purposes of the business; and

b. in any other case, the day on which the amount of any expenditure becomes
payable is the day on which that amount of expenditure is incurred:

Provided that, where a person incurs expenditure for the purposes of a
business of his which he is about to carry on, that expenditure shall be
deemed to be incurred when he commences to carry on the business.



Income Tax

7

5. Investment Allowance for Special Wards in Private Hospitals

In an effort to encourage private hospitals to provide special wards for patients in the
lower income group, it has been proposed in the Budget Speech that an investment
allowance of 60% be given on qualifying capital expenditure incurred for this purpose.

The proposed incentive is to be effective from year of assessment 1998.

6. Taxation Treatment of Life Re-Insurance Business and
 Inward Life Re-Insurance Business

The taxation of life insurance business was changed in the year of assessment 1995
such that the income of the life fund and that of the shareholders’ fund of a life
insurance business were treated as separate sources of income.

To encourage the growth of the life re-insurance business especially the underwriting
of foreign inward life re-insurance business, it is proposed that life re-insurance
business and inward life re-insurance business be regarded as a separate source
from life business and that they be treated as a general business of the insurance
company.

Consequential amendments have also been provided so that the adjusted income of a
life re-insurance business and inward life re-insurance business of a resident or a
non-resident life insurer are computed in a manner similar to that of a general insurance
business.

It is also proposed that the chargeable income of an inward life re-insurance business
be taxed at a rate of 5% to be in line with that of an inward general re-insurance
business.  

The said amendments are to be effective from year of assessment 1998.

7. Income Tax Deductions

a. Employers’ Contributions to Approved Schemes

At present, contributions by an employer to an approved scheme qualify for tax
deduction subject to a maximum of 17% of the employee’s remuneration (as
determined by the rules of the scheme) so long as the whole of that
remuneration is tax deductible.  To encourage greater employers’ contributions
as a form of savings, it is proposed in the Finance Bill that the maximum
deductible contribution be increased to 19%.  

This amendment is to be effective from year of assessment 1998.  
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b. Restriction on Deduction of Bonus

Presently, there is no restriction on the deduction of bonus paid to an employee.
To encourage employers to reinvest their profits into the business in order to
train their employees and increase productivity, it is proposed in the Finance Bill
that tax deduction on bonus paid to an employee be restricted to a sum not
exceeding two twelfths of his wages or salary.  

This amendment is to have effect on October 17, 1997.

c. Gifts of Paintings

Currently, a deduction is available in respect of the value of any gift of artefacts
or manuscripts to the Government or State Government.

It is proposed in the Finance Bill that gifts of paintings to the Government or
State Government and National Art Gallery or state art gallery will also qualify
for deduction.

The above proposal is to be effective from year of assessment 1998.

d. Gifts to Provide Facilities for the Disabled

To encourage facilities to be set up in public places for the benefit of disabled
persons, it is proposed in the Finance Bill that gifts by individuals for providing
such facilities be eligible for a tax deduction. Where the gifts are in kind, the
value thereof would be determined by the local authority concerned.

The above proposal is to be effective from year of assessment 1998.

e. Contributions to Health Care Facilities

It is proposed in the Finance Bill that a tax deduction not exceeding RM20,000 be
granted to individuals in respect of gifts of money or medical equipment to any
health care facility approved by the Ministry of Health.

The proposal is to be effective from year of assessment 1998.
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f. Approved Arts or Cultural Activity Expenses

To encourage the private sector’s involvement in the promotion of arts and
culture, it is proposed in the Finance Bill that deduction from gross income be
granted in respect of expenditure incurred in sponsoring any arts or cultural
activity approved by the Ministry of Culture, Arts and Tourism. The amount to be
deducted should not exceed RM200,000.

The proposed amendment is to be effective from year of assessment 1998.

8. Reliefs and Rebates

a. Child Relief

Under the current legislation, a tax relief of up to four times the normal is
available to individuals with children over the age of eighteen years who are
unmarried and studying full time at local institutions of higher learning.
However, children who commenced further studies at institutions of higher
learning abroad on or after January 1, 1994 qualify for up to twice the normal
relief.  

It is proposed in the Finance Bill that only the normal relief be available for such
children studying overseas.  Twice and four times the normal relief would
however, still be given in respect of children who have commenced further
education overseas between January 1, 1994 to October 16, 1997 and prior to
January 1, 1994 respectively.

This proposal is to be effective from October 17, 1997.

b. Tax Rebate for Acquisition of Personal Computer

In line with the Governments’ objective of creating a computer literate society, it
is proposed in the Finance Bill that a rebate of RM400 be given to a resident
individual for a year of assessment in respect of the purchase evidenced by a
receipt of a personal computer in the basis year for that year of assessment.
This rebate may only be granted once every five (5) years.  No rebate shall be
granted to an individual, where the personal computer was used for his
business or where such rebate has been granted to the spouse.  This rebate
shall not give rise to a tax refund.

This amendment is to be effective from year of assessment 1998.

c. Tax Rebate on Fees for Foreign Workers

A levy on foreign workers was introduced in 1992 and the rates thereof were
increased from January 1, 1996.
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It is proposed that in the Finance Bill any levy paid to the Government in the
basis year for that year of assessment pursuant to Section 3 of the Fees Act,
1951 for the issue of an Employment Pass, Visit Pass (Temporary Employment)
or Work Pass shall be deducted from income tax chargeable for that year of
assessment on the individual concerned before any set off in respect of tax
deducted at source from dividends, royalty, etc and foreign tax credit.

Where rebate exceeds the tax charged, there will neither be any refund or
credit carried forward.

This long awaited proposed legislation is welcome.  The said legislation does
not address the issue of levies paid in past years.  It also does not recognise
that levies paid in a year may be in respect of two or more years.

The above proposal is to be effective from year of assessment 1998.

9. Industrial Building Allowance for Warehousing Facilities

Currently, buildings used solely for the purpose of storage of goods for export or for
the storage of imported goods which are to be processed and re-exported are eligible
for an Industrial Building Allowance (IBA) involving an initial allowance of 10% and an
annual allowance of 2%.  It is proposed in the Finance Bill that the IBA rate be amended
to 10% per year straight line.

It is also proposed in the Finance Bill that qualifying buildings be extended to include
warehouse buildings which are used for the storage of imported goods which are to
be processed and distributed.

The above proposals are to be effective from year of assessment 1998.

10. Review of Capital Allowances for Heavy Machinery

As a measure to reduce the import of heavy machinery, the Minister of Finance in his
Budget Speech has proposed the following amendments in respect of imported heavy
machinery used in the building, construction and primary industry (mining, logging and
forestry) :-

a. reduction in initial allowance rate from 20% to 10% ; and
 

b. reduction of annual allowance rate from a range of 12% to 20% to 10%.

In respect of local heavy machinery, the initial allowance is maintained at 20% and
annual allowances at a range of 12% to 20%.

The proposal is effective from October 17, 1997.
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11. Relating Back of Gross Income

Currently, the receipt of employment income, interest, discount, rent, royalty etc which
becomes known to the Director General (DG) more than 11 years after the end of the
relevant year to which it relates would be treated as gross income of the 11th year
prior to the year of discovery.  As a consequential amendment to the time frame for the
raising of assessments, it is proposed that the year to which the DG can relate the
gross income be reduced to 5 years when the income first becomes known to him
more than 5 years after the end of the year concerned.

Similarly, where an employee receives a lump sum by way of gratuity or deferred pay
upon cessation of employment, that payment is spread back evenly over his period of
employment up to a maximum of 10 years.  It is proposed that the maximum number of
years of spreading back be reduced to 6 years.

The above amendments will have effect from January 1, 1999.

12. Time Frame for Raising An Assessment or
 Additional Assessment

Currently, the Director General (DG) may under the Income Tax Act 1967, raise an
assessment or additional assessment within 12 years after the end of the year of
assessment concerned, where it appears to the DG that no or no sufficient
assessment has been made.

It is proposed in the Finance Bill, that the time limit to raise an assessment or additional
assessment be reduced to 6 years after the end of the year of assessment
concerned.  The reduced time frame is also applicable to the raising of an additional
assessment on an approved operational headquarters (OHQ) company following the
withdrawal of its approved  OHQ status.

The proposed amendments are to have effect from January 1, 1999.  

13. Offence for Non-Compliance with Section 83(5)

Pursuant to Section 83(5) of the Income Tax Act, 1967, an employer is required to
withhold any money due to departing employees until 90 days after the date of receipt  
by the Director General (DG) of the notice given by the employer under Sections 83(3)
and (4), unless the DG permits otherwise. The employer is required to pay the said
amount in full or a portion thereof to the DG towards payment of the employee’s tax if
so directed by the DG.

It is proposed that from the date the Finance Bill when enacted comes into force,  non-
compliance of the above provision will be an offence punishable under Section 120 of
the Income Tax Act, 1967 which entails liability to a fine of not less than RM 200 and not
more than RM2,000 or to imprisonment for a term not exceeding 6 months or to both
upon conviction.
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Petroleum Income Tax

1. Specific Deductions in Arriving at Chargeable Income

It is proposed that the following expenditure be deducted from assessable income in
ascertaining the chargeable income of a person under the Petroleum (Income Tax) Act,
1967 (PITA) :-

a. Gift of paintings (the value to be determined by the Department of Museums and
Antiquities or the National Archives) given to the Government or State
Government.  Presently, only gifts of artefacts or manuscripts are deductible.

 
b. Gift of money or contribution in kind (the value to be determined by the local

authority concerned) to the Government or State Government for the provision
of facilities in public places for the benefit of disabled persons.

 
c. Gift of paintings to the National Art Gallery and state art gallery, the value to be

determined by these bodies.
 
d. Cash donation or the cost or value as certified by the Minister of Health of any

gift of medical equipment made to any healthcare facility approved by that
Ministry not exceeding RM20,000.

The above mirror similar amendments proposed to the Income Tax Act and will have
effect from year of assessment 1998.

2. Other Parallel Amendments to PITA

a. The time frame within which the Director General (DG) may raise an
assessment or additional assessment has been reduced from the present 12
years to 6 years after the expiration of the relevant year of assessment.

 
 This amendment will have effect from January 1, 1999.

 
b. Currently, the time frame within which the DG may make an assessment in

respect of tax repaid to a person by mistake does not exceed twelve (12)
years after the tax has been repaid.  It is proposed that the period be reduced
to 6 years.

 
 This amendment shall have effect from January 1, 1999.

 
c. Currently, no claim for repayment is valid unless made within twelve years after

the end of the year of assessment to which the claim relates.  It is proposed that a
claim for repayment be made within 6 years after the end of the year of
assessment to which the claim relates.

 
 This amendment will have effect from January 1, 1999.
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d. Any sum paid by way of a bonus to an employee in excess of two twelfths of his
wages or salary would not be allowable in ascertaining adjusted income.

 
 The above amendment is effective from October 17, 1997.

 
e. It is proposed that expenditure incurred for sponsoring arts or cultural activity

approved by the Ministry of Culture, Arts and Tourism be deductible from gross
income subject to a maximum of RM200,000.

 
 This amendment is effective from year of assessment 1998.

 
f. The maximum deductible contribution by an employer chargeable under PITA to

an approved scheme in respect of an employee is currently 17% of the
employee’s salary.  It is proposed that the deductible limit for such contributions
be increased to 19% of the employee’s salary.

The above proposal will have effect from year of assessment 1998.

3. Tax Rates

Currently, the rate of tax under PITA is 40%.  To encourage companies to develop
marginal fields and increase exploration of new fields, it is proposed that the tax rate
be reduced to 38%.  This is in line with the 2% reduction in corporate tax proposed in
the Income Tax Act.

The above amendment has effect from year of assessment 1998.
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Promotion Of Investments

1. Incentives to Promote Exports

Current incentives for promoting exports of Malaysian goods and services  include
double deduction for promotion of exports, double deduction on insurance premium and
export credit refinancing. As an additional measure to further promote exports, the
Minister of Finance has proposed in his Budget Speech that companies in the
manufacturing, agricultural and services sectors be given an exemption of their
statutory income equivalent to the following:

a. 10% of the value of increase in exports  for manufacturers whose  exported
goods contain at least 30% value added;

b. 15% of the value of increase in exports for  manufacturers whose exported
goods contain at least 50% value added;

c. 10% of the value of increase in exports for companies which export fresh
fruits and cut flowers;

d. 10% of the value of increase in exports for companies in selected services
sectors as follows:

i. legal;

ii. accounting;

iii. engineering consultancy;

iv. architecture;

v. marketing;

vi. business consultancy;

vii. office services;

viii. construction management;

ix. building management;

x. plantation management;

xi health and education.

The proposal is to be effective from January 1, 1998.
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2. Incentives to Promote Malaysian Brand Names

Presently, expenditure incurred on overseas advertising of Malaysian products
including Malaysian branded products is eligible for a double deduction for income tax
purposes. Expenditure incurred on local advertising only qualifies for a single
deduction.

As a measure to promote the marketing of local branded products, it is proposed in the
Budget Speech that the expenditure incurred on local advertising be granted a double
deduction. To be eligible, the following criteria must be satisfied:

a. the company is at least 70% Malaysian-owned;

b. the brand is owned by the company and is registered in Malaysia; and

c. the company’s product must achieve export quality standards.

The proposal is to be effective from year of assessment 1998.

3. Incentives for Research and Development

Presently, tax incentives in the form of pioneer status and investment tax allowance
are granted to companies undertaking research and development (R&D) activities
which encompass  designing, prototyping and testing.

To strengthen the foundation for a more integrated R&D in the future, it is proposed that
incentives be granted to companies which merely carry out designing or prototyping.
Testing which is undertaken as a separate activity does not qualify for these incentives
as it does not form an integral part of R&D.

The R&D incentives are:

a. pioneer status; or

b. investment tax allowance; or

c. double deduction on:

i. expenditure for inhouse R&D;
ii. expenditure on R&D undertaken in an approved R&D institution.
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4. Incentives for Multimedia Faculties in Institutions
  of Higher Learning

The Multimedia Super Corridor (MSC) project in Malaysia is receiving much promotion
and companies accorded MSC status enjoy a 10-year tax holiday or investment tax
allowance.

In order to create a pool of sufficient knowledge workers in multimedia and information
technology to meet the needs of the country, it is proposed that the incentive accorded
to MSC companies approved by the Multimedia Development Corporation be extended to
multimedia faculties in institutions of higher learning providing courses in media,
computer, information technology, telecommunications, communications and contents
relating to data, voice, graphics and images.

The proposal is to be effective from year of assessment 1998.
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Real Property Gains Tax

1. Shares in Real Property Companies

a. Currently, the date of acquisition of shares in a real property company is shifted
forward to the date of acquisition of additional real property or shares or both
by that real property company if the defined value of such additional acquisition
is equivalent to or exceeds 50% of the defined value of the real property or
shares or both it already owns.

 
 It is proposed in the Finance Bill that the proviso to paragraph 34A(2) of
Schedule 2 to the Real Property Gains Tax Act, 1976 which contains the above
legislation be deleted.  
 
 The proposed amendment is to be effective from October 17, 1997.
 

b. Under present legislation, the acquisition price of shares in a real property
company is deemed to be an amount determined in accordance with the formula
:-

A      x     C
B

Where A is the number of shares deemed to be a chargeable asset;

B is the total number of issued shares in the relevant company at
the date of acquisition of the chargeable asset; and

C is the defined value of the real property or shares or both owned
by the relevant company at the date of acquisition of the
chargeable asset.

It is proposed in the Finance Bill that the above formula for determining the
acquisition price be applied only to a chargeable asset which is deemed to be
acquired on the date the company becomes a real property company.

For an acquisition of a chargeable asset where the date of acquisition is the
date the chargeable asset was actually acquired, the acquisition price will be
the acquisition price as defined for real property gains tax purposes (i.e. the
amount or value of the consideration in money or money’s worth paid), or under
certain specified circumstances, the market value.

The above amendment is to be effective from October 17, 1997.
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2. Rate of Tax

Presently, the rate of real property gains tax imposed on non-citizens and non-
permanent resident individuals in respect of gains derived from the disposal of real
property is at a flat rate of 30% irrespective of the holding period of the chargeable
asset.  As a measure to stimulate the development of real property, it is proposed in the
Finance Bill that the rate be reduced to 5% where the disposal is after the fifth year
following the date of acquisition.  All disposals by non-citizens and non-permanent
resident individuals before the fifth year will continue to be taxed at 30%.  

This amendment is to be effective from October 17, 1997.

3. Time Frame for Raising an Assessment or
  Additional Assessment

Currently, the Director General is empowered to raise an assessment or additional
assessment in respect of a year of assessment within twelve years after the end of
the relevant year of assessment if it appears to him that no or no sufficient assessment
has been made.  It is proposed in the Finance Bill that the time frame within which a
RPGT assessment or additional assessment may be raised be reduced to six years
after the end of the relevant year of assessment.

The proposed amendment is to be effective from January 1, 1999.
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Free Zones Act

1. Redefinition of “Value”
 

 The Finance Bill proposes to amend the definition of “value” in respect of imported
goods as contained in the Free Zones Act 1990 (FZA), so as to bring it in line with the
new valuation regime on imported goods as agreed under the Marrakesh Agreement
Establishing The World Trade Organisation.

 
 The above proposed amendment shall come into force on January 1, 1998.
 
 
2. Security for Return of Property Seized

Under the FZA, a senior officer of Customs may return movable property seized to the
owner or other prescribed persons subject to security being furnished.  The security
had to represent an amount not less than (amongst other things) the open market value
of such property on the date on which it was returned.

The Finance Bill proposes to vary one of the methods of valuation of the said security
so that it represents an amount not less than :-

a. their open market value for property other than dutiable or uncustomed goods;
and

b. their value for dutiable or uncustomed goods.

The above proposed amendments shall come into force on January 1, 1998.
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Service Tax

1. Widening of Scope for Service Tax

Presently, service tax of 5% is charged on and paid by any person who carries on
business of providing taxable services or selling or providing taxable goods either in
any prescribed professional establishment or prescribed establishment.

It was proposed in the Budget Speech that the scope of service tax of 5% be further
extended to cover the following services :-

a. the provision of hire and drive car and hire car whether or not with driver
licensed under the Commercial Vehicles Licensing Board Act, 1987 having an
annual sales turnover of RM 300,000 and above;

b. services provided by employment agencies having an annual sales turnover of
RM 150,000 and above; and

c. companies providing management services including project management/
coordination services having an annual turnover of RM 300,000 and above.

This proposal is to be effective from  January 1, 1998.
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 Indirect Taxes

1. Import Duty, Sales Tax and Excise Duty
Increase/Reduction/Abolition

a. Heavy Machinery

As a  measure  to curb the importation of capital goods, it is proposed that with
effect from  October 17, 1997 the  import of all  heavy machinery for the
construction sector be  approved by the  Ministry of International Trade and
Industry. Approval will be given if these machinery are not available locally.   A
list of such machinery subject to approval is shown in Appendix I.

b. Capital, Construction Goods and Consumable Products
 

 To develop the local engineering, mechanical and construction industries, import
duty on capital and construction goods reflected in Appendix II has been
increased with effect from 4.00 pm October 17, 1997.  Simultaneously, to
encourage the consumption of local products, the rate of import duty on
selected consumer products which are manufactured locally has also been
increased with effect from 4.00 pm October 17, 1997.  Details of the items
involved are given in Appendix II.
 

c. Leather Goods and Apparels

To assist in promoting the tourism industry and to enhance Malaysia as a
shopping paradise, import duty on various items per Appendix III were reduced
with effect from 4.00 pm October 17, 1997.

d. Motor Vehicles

In an effort to curb the import of luxury goods, it is proposed that with effect
from 4.00 pm October 17, 1997, import duty on vehicles, whether in the form of
CBU or CKD, listed in Appendix IV be increased accordingly.  It is also proposed
that import duty, excise duty and sales tax on motor cycles with engine
capacity of 200 cc and above as listed in Appendix V be increased effective
4.00 pm October 17, 1997.

In addition, in line with the government’s policy to curb imports, it is proposed
that import duty on golf buggies and go-kart be raised to 50% with effect from
4.00 pm October 17, 1997.  Further, in view of the increased interest to use
solar/electric powered passenger vehicles, it is proposed that a specific tariff
code for such vehicles be created and an import duty of 50% and sales tax of
10% be imposed.
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e. Mobile Libraries and Clinics

To enhance the quality of life and to inculcate good reading habits, it has been
proposed that with effect from 4.00 pm October 17, 1997, sales tax and/or
excise duty applicable to the purchase of mobile libraries and clinics including
vehicles that are used directly in carrying out these activities be considered for
exemption.

Applications may be submitted by companies and organisations concerned to
the Ministry of Finance for its consideration.

f. Others

To simplify tax administration and make the tax system more transparent, import
duty, export duty and sales tax on selected categories of goods have been
rationalised or abolished effective 4.00 pm October 17, 1997.  Details of these
items involved are given in Appendix VI.

2. Amendment to Sales Tax Act, 1972
 
 Currently, manufacturers of taxable goods having an annual sales value of less than
RM 100,000 do not need to be licensed under the Sales Tax Act, 1972.  Hence they are
unable to obtain their raw materials and components free of sales tax.
 
 The proposed amendment to the Sales Tax Act, 1972 which is effective from October
17, 1997, gives manufacturers of taxable goods having an annual sales value of less
than RM 100,000 the option to be licensed under the Sales Tax Act.  The effect is that
such manufacturers will be able to obtain their raw materials and components free of
sales tax.  Manufacturers who elect for this option will be subject to sales tax on their
output.
 
 

3. Amendments to Customs Act, 1967

a. Simplification of Import/Export Procedures

To assist the private sector in reducing their cost of imports and exports, it is
proposed that with effect from October 17, 1997, the administration and
processing procedures relating to inspection and clearance of goods at ports
be simplified.  

Amongst the proposed import procedures are :-

i. the introduction of a simplified process to release imports based on
documents submitted;

ii. the provision of “post clearance” facility so that imported goods can be
released to the importers prior to documentary checks; and
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iii. the establishment of a Special Inspection Unit to handle the goods that
need to be inspected.

Amongst the proposed amendments to simplify export procedures are:-

i. the release of goods for export using only shipping documents or
invoices with customs declaration forms being submitted not later than 7
days after export;

ii. allowing the processing of customs declaration forms to be done by the
Customs Department without having the goods under customs control;
and

iii. increasing the locations for goods to be exported by allowing clearance
of goods at inland customs stations or inland clearance depots.

b. Records of Imported Goods

As required under The World Trade Organisation of which Malaysia is a
member State, a new Section 100A of the Customs Act, 1967 has been
introduced.  The proposed amendment which is effective from January 1, 1998
requires the preservation of records pertaining to valuation of goods imported
for a period of 6 years for post-auditing purposes.

c. Others

Other consequential amendments concerning compliance by Malaysia with a
new valuation regime for imported goods as a member State of the Marrakesh
Agreement establishing The World Trade Organisation which will become
effective from January 1, 1998 include :-

i. methods of valuation to be used in cases where movable property has
been seized and is to be returned or disposed of; and

ii. protection of information submitted to the Customs Department.
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Other Issues

1. Acquisition of Real Estate Properties

The buoyant development of real estate has resulted in the excess supply of high
priced properties.  To meet the current situation, it is proposed that the guidelines on
foreign ownership of properties be changed as follows :-

a. the 30% quota on sale of condominiums at prices of more than RM250,000 to
foreign interests be increased to 50% for projects which have commenced
construction from October 17, 1997.

 
b. each foreign interest be allowed to acquire two units of condominiums and any

further acquisition be subject to condition of having to incorporate a company;
and

 
c. a permanent resident be allowed to acquire dwellings priced at below

RM250,000 but above RM60,000 on condition that the spouse is a Malaysian
citizen or has applied for the status of Malaysian citizen.

2. Human Resource Development Fund

The Human Resource Development Fund (HRDF) was launched in 1993 to encourage
private sector participation in training and skill upgrading of employees.  Currently, HRDF
covered the following categories of employers :-

Manufacturing sector • Employers with 50 employees or more.
 
• Employers with 10 but not more than

50 employees and with a paid-up
capital of RM 2.5 million and above.

Service sector ie, hotel, air transport,
tour operating business & travel agency
business, shipping,
telecommunication, freight forwarders,
postal or courier, advertising and
computer services

• Employers with 10 or more employees.

It is proposed that the HRDF scheme be extended to other sectors such as energy,
education and consultancy fields.  In addition, it is proposed that the securities industry
also establishes its own scheme to encourage training.
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3. Fees on Travelling Documents

As a measure to discourage overseas travelling and to reduce the outflow of foreign
exchange, it is proposed that the fees on travelling documents be increased as follows
:-

Present
Rate

Proposed
Rate

Renewal

Document (5 Years) (5 Years) (Per Year)
RM RM RM

a. International travelling
documents
• 32 pages  145  300  60
• 64 pages 265 600 120

a. Restricted travelling documents 60 150 30

The above proposal is to be effective from October 18, 1997.

4. Motor Vehicle Driving Licence Fees

The present rate of RM20 per year for a motor vehicle driving licence has not been
increased since 1970.  It is proposed that driving licence fees be increased as follows
:-

a. All driving licence fees other than for motorcycle licences, International Driving
Permit (IDP) and Probationary Licences (PL) be increased to RM50 per year.  For
IDP and PL, the rates will be increased to RM150 per year and RM100 for 2
years respectively.

 
 However, for motorcycle licences (including PL) the present rate is maintained.

 
b. for all Learners’ Licences (excluding those for motorcycles), the rates are

increased to RM30 for 3 months and RM60 for 6 months.

For driving licences of various categories of vehicles in (a) and (b) above, in case more
than one fee is applicable, the fee applicable is based on whichever rate is higher.

The above proposals shall not apply to Class A licences for disabled persons.

The above proposals are to be effective from October 18, 1997.
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5. Road Tax for Motorcycles
 

 With effect from October 18, 1997, it is proposed that road tax for motorcycles be
revised as follows :-
 

  Road Tax (per year)
 Motorcycles with Engine Capacity  Present Rate  Proposed

Rate
  RM  RM
   
 Not exceeding 150 cc
 

 50 to 65  50 to 65

 Exceeding 150 cc but not exceeding
 200 cc
 

 100  100

 Exceeding 200 cc but not exceeding
 250 cc
 

 100  150

 Exceeding 250 cc but not exceeding
 500 cc
 

 100  200

 Exceeding 500 cc but not exceeding
 800 cc
 

 130  300

 Exceeding 800 cc
 

 130  400

 
 The present rates of road tax for motorcycles with engine capacity of below
200 cc are maintained in order not to burden the low and medium income group.
 
 

6. Cars Under Hire Purchase

It was announced in the Budget Speech that in order to control the high growth of
credit and the need to discourage excessive spending on passengers cars, the credit
ceiling for hire purchase of passenger cars will be reduced to 70% from the present
75%.  The period of repayment will also be reduced to a maximum of 5 years.

7. Licensed Manufacturing Warehouses and
  Free Industrial Zones

In line with the Government’s policy to encourage exports of locally manufactured
goods and to encourage linkages between companies in Licenced Manufacturing
Warehouses (LMW)/Free Industrial Zones (FIZ) with other industries, it was announced
in the Budget Speech that the policy on local sales by companies in LMW/FIZ be
reviewed as follows :
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a. Import Duty

(i) Manufactured goods which are used directly by consumers will be
imposed full import duty.

(ii) Finished goods to be used as intermediate goods are exempted from
import duty provided that they are not manufactured in any Principal
Customs Area (PCA).  However, if such goods are produced in any
PCA, then import duty is imposed.

b. Excise Duty

LMW companies manufacturing goods subject to excise duty are exempted from
being licensed under the Excise Duty Act 1976.

The above changes take effect from October 17, 1997.



APPENDIX I

IMPORTATION OF HEAVY MACHINERY

TARIFF CODE DESCRIPTION OF GOODS

84.26 Ships' derricks; cranes, including cable cranes; mobile 
lifting frames, straddle carriers and works trucks fitted 
with a crane.

84.27 Fork-lift trucks; other works trucks fitted with lifting or 
handling equipment.

84.29 Self-propelled bulldozers, angledozers, graders, levellers, 
scrapers, mechanical shovels, excavators, shovel loaders, 
tamping machines and road rollers.

84.30 (excluding subheading No. 8430.20 000) Other moving, grading, levelling, scraping, excavating, 
tamping, compacting, extracting or boring machinery, for 
earth, minerals or ores; pile-drivers and pile-extractor; 
(excluding snow-ploughs and snow-blowers).

84.3110 000, 8431.20, 8431.41, 8431.42 000, 8431.43 
000, 8431.49 100, 8431.49 210,
8431.49 290, 8431.49 900

Parts suitable for use solely or principally with the 
machinery of headings Nos. 84.25 to 84.30.

87.05 (excluding subheading No. 8705.30 000) Special purpose motor vehicles, other than those 
principally designed for the transport of persons or goods 
excluding fire fighting vehicles (for example, breakdown 
lorries, crane lorries, concrete-mixer lorries, road sweeper 
lorries, spraying lorries, mobile workshops, mobile 
radiological units).

[ page I of VI ]
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REVIEW OF IMPORT DUTY ON CAPITAL, CONSTRUCTION GOODS AND CONSUMABLE PRODUCTS
Duties and Taxes on the following items have been increased effective 4.00 p.m., October 17,1997

TARIFF CODE DESCRIPTION  NEW
RATE % 

CAPITAL GOODS 
  

84.25 Pulley tackle and hoists other than skip hoists; winches and
capstans; jacks
-Pulley tackle and hoists other than skip hoists or hoists of a kind used for raising
vehicles

5% 

8425.11
8425.11 100
8425.11 900

-Powered by electric motor
Hoists
Other

5%
5% 

8425.19 000 -Other 5% 

8425.20 000 -Pit-head winding gear; winches specially designed for use underground 5% 

 -Other winches; capstans: 5% 

8425.31 000 -Powered by electric motor   

8425.39 000 -Other

 -Jacks; hoists of a kind used for raising vehicles 5% 

8425.41 000 -Built-in jacking systems of a type used in garages 5% 

8425.42 000 -Other jacks and hoists, hydraulic 5% 

8425.49 000 -Other

84.26 Ships' derriks; cranes, including cable cranes, mobile lifting frames,
straddle carriers and work trucks fitted with a crane

  

8426.12 000 -Mobile lifting frames on tyres and straddle carriers 5% 

8426.19 -Other:

8426.19 900 Other than bridge cranes and gantry cranes 5% 

8426.20 000 -Tower cranes 5% 

 -Other machinery, self-propelled   

8426.41 000 -On tyres 5% 

8426.49 000 -Other 5% 

8426.91 000
8426.99 000

-Other machinery:
-Designed for mounting on road vehicles
-Other

5% 
5% 

84.27 Fork-lift trucks; other works trucks fitted with lifting or handling
equipment

8427.10 000 -Self-propelled trucks powered by an electric motor 5% 

8427.20 000 -Other self-propelled trucks 5% 

8427.90 000 -Other trucks 5% 

84.28 Other lifting, handling, loading or unloading machinery   

8428.10 -Lifts and skip hoists:

8428.10 900 Other than lifts (skip hoists) 5% 

8428.20 000 -pneumatic elevators and conveyors 5% 

-Other continous-action elevators and conveyers, for goods and materials

8428.31 000 -Specially designed for underground use 5% 

8428.32 000 -Other, bucket type 5% 

8428.33 000 -Other, belt type 5% 

8428.39 000 -Other 5% 

8428.40 000 -Escalators and moving walkways 5% 

8428.50 000 -Mine wagon pushers, locomative or wagon traversers, wagon tippeers and
similar railway wagon handling equipment 5% 

8428.60 000 -Teleferics, chai-lifts, ski-draglines, traction mechanisms for funiculars 5% 

8428.90 000 -Other machinery 5% 



84.31 Parts suitable for use solely or principally with the machinery
headings Nos. 84.25 to 84.30

  

8431.10 000 -Of machinery of heading Nos. 84.25 5% 

8431.20 100 -Of heading Nos. 8427.10 000 & 8427.20 000 5% 

8431.20 200 -Of heading Nos. 8427.90 100 5% 

8431.20 900 Other
-Of machinery of heading No. 84.28 5% 

8431.31 -Of lifts, skip hoists or escalators

8431.31 100 Of lifts 5% 

8431.31 900 Other: skip hoists or escalators 5% 

8431.41 -Buckets, shovels, grabs and grips   

8431.41 100 Of heading No. 84.26 5% 

8431.49

8431.49 210

-Other :
Other parts of heading No. 84.26:
of subheading Nos. 8426.12 100 and 8426.41 100 5% 

8431.49 290 other 5% 

8431.49 300 Of subheading No. 8420.30 5% 

87.04 MOTOR VEHICLES FOR TRANSPORT OF GOODS   

8704.10 -Dumpers designed for off-highway use:   

8704.10 211 g.v.w not exceeding 38 tonnes-new 50% 

8704.10 219 g.v.w not exceeding 38 tonnes-old 50% 

8704.10 311 g.v.w exceeding 38 tonnes-new 50% 

8704.10 319 g.v.w exceeding 38 tonnes-old 50% 

 -Other, with compression-ignition internal combustion piston engine (diesel or
semi-diesel)

  

8704.21 210 g.v.w not exceeding 5 tonnes-new 50% 

8704.21 220 g.v.w not exceeding 5 tonnes-old 50% 

8704.22 210 5 tons<g.v.w<20 tonnes-new 50% 

8704.22 220 5 tons<g.v.w<20 tonnes-old 50% 

8704.23 210 g.v.w exceeding 20 tonnes-new 50% 

8704.23 220 g.v.w exceeding 20 tonnes-old 50% 

 -Other, with spark-ignition internal combustion piston engine   

8704.31 210 g.v.w not exceeding 5 tonnes-new 50% 

8704.31 220 g.v.w not exceeding 5 tonnes-old 50% 

8704.32 210 g.v.w exceeding 5 tonnes-new 50% 

8704.32 220 g.v.w exceeding 5 tonnes-old 50% 

 -Other 50% 

8704.90 210 g.v.w exceeding 20 tonnes-new 50% 

8704.90 220 g.v.w exceeding 20 tonnes-old 50% 

87.05 SPECIAL PURPOSE MOTOR VEHICLES
  

8705.10 000 Crane lorries 50% 

8705.20 000 Mobile drilling dericks 50% 

8705.40 000 Concrete mixer lorries 50% 

8705.90 000 Other special purpose vehicles 50% 

2833.30 000 Alums 5% 

CONSTRUCTION MATERIALS 
  

32.08 Paints and varnishes (including enamels and lacquers) based on
synthetic polymers or chemically modified natural polymers,
dispersed or dissolved in a non-aqueous medium; solutions as
defined in Note 4 to this chapter.

  

3208.10 000 -Base on polyesters 25% 

3208.20 000 -Based on acrylic or vinyl polymers 25% 

3208.90 000 -Other 25% 

32.09 Paints and varnishes (including enamels and lacquers) based on
synthetic polymers or chemically modified natural polymers,
dispersed or dissolved in an aqueous medium.

  

3209.20 000 -Based on acrylic or vinyl polymers 25% 

3209.90 000 -Other 25% 



3210.00 Other paints and varnishes (including enamels, lacquers and
distempers); prepared water pigments of a kind used for finishing
leather.

  

3210.00 100 Paints (including enamels) 25% 

3210.00 200 Varnishes (including lacquers) 25% 

 Distempers (including whitening for cleaning footwear) and prepared water
pigments of a kind used for finishing leather:

3210.00 311
3210.00 319

Whitening:
for cleaning footwear
other

25%
25% 

3210.00 320 Prepared water pigments of a kind 25% 

 used for finishing leather 25% 

3210.00 390 Other   

68.02 Worked monumental or building stone (except slate) and articles
thereof, other than goods of heading No. 6801; mosaic cube and the
like, of natural stone (including slate), whether or not on a backing;
artifially coloured granules, chipping and powder, of natural stone
(including slate)

  

6802.10 Tiles, cubes and similar articles...   

6802.10 100 Of marble or slate 30% 

6802.10 900 Other 30% 

 -Other monumental or building stone...   

 -Marble, travertine and alabaster:   

6802.21 100 Marble 30% 

6802.21 900 Other 30% 

6802.22 000 -Other calcareous stone 30% 

6802.23 000 -Granite 30% 

6802.29 000 -Other stone 30% 

 -Other   

 -Marble, travertine and alabaster:   

6802.91 100 Marble 30% 

6802.92 000 -Other calcareous stone 30% 

6802.93 000 -Granite 30% 

6802.99 000 -Other stone 30% 

6808.00 Panels, boards, tiles, blocks and similar articles of vegetable fibre, of
straw or of shavings, chips, particles, sawdust or other waste, of
wood, agglomerated with cement, plaster or other mineral binders.

  

6808.00 100 Roofing tiles 30% 

6808.00 200 Panels, boards, blocks 30% 

6808.00 900 Other panels, boards, tiles, blocks, ... 10% 

68.09 Articles of plaster or of compositions based on plaster
Boards, sheets, panels, tiles and similar articles, not ornamented:

  

6809.11 000 -Faced or reinforced with paper or paperboard only 30% 

68.10 Articles of cement, of concrete ...   

6810.11 000 Building blocks and bricks 20% 

6810.19 100 Other: Floor and wall tiles 30% 

6810.91 000 Prefabricated structural components for bldg ... 20% 

6810.99 000 Other prefabricated structural components ... 20% 

68.11 Articles of asbestos-cement, ...   

68.11.10 000 Corrugated sheets 20% 

68.11.20 900 Other than roofing, partition, floor or wall ties 20% 

68.11.30 Tubes, pipes & tube or pipe fittings   

6811.30 100 Tubes or pipes 10% 

6811.30 900 Other 20% 

6811.90 Other articles:   

6811.90 100 Building material 20% 

6811.90 900 Other 10% 

6905.90 000 Other than roofing tiles 10% 

69.07 Unglazed ceramics ...   

6907.90 900 Other: Other than floor, hearth and wall tiles 10% 



69.08 Glazed ceramic ...   

6908.90 900 Other: Other than floor, hearth and wall tiles 10% 

7216.10 U,I or H sections, not further worked than hot-rolled, hot-drawn or
extruded, of a height of less than 80 mm:

7216.10 100 of a thickness of 5 mm or less 20% 

7216.10 900 other 20% 

 L or T sections, not further worked than hot-rolled, hot-drawn or extruded, of a
height of less than 80 mm:

  

7216.21 L sections:

7216.21 100 containing by weight 0.6% or more of carbon 20% 

7216.21 900 other 30% 

7216.22 T sections:   

7216.22 100 of a thickness of 5 mm or less 20% 

7216.22 900 other 20% 

 U,I or H sections, not further worked than hot-rolled, hot-drawn or
extruded, of a height of less than 80 mm or more:

7216.31 U sections:

7216.31 100 of a thickness of 5 mm or less 20% 

7216.31 900 other 20% 

7216.32 I sections:   

7216.32 100 of a thickness of 5 mm or less 20% 

7216.32 900 other 20% 

7216.33 H sections:   

7216.33 100 containing by weight 0.6% or more of carbon 20% 

 other:
steel H sections with thickness of flange not less than thickness of web:

  

7216.33 911 thickness of web of 9 mm and above 30% 

7216.33 919 other 20% 

 other:   

7216.33 991 of a thickness of 5 mm or less 20% 

7216.33 999 other 20% 

7216.40 L or T sections, not further worked than hot-rolled, hot-drawn or
extruded, of a height of less than 80 mm or more:

  

7216.40 100 L section
T section:

20% 

7216.40 910 of a thickness of 5 mm or less 20% 

7216.40 990 other 20% 

7216.50 Other angles, shapes and sections, not further worked than
hot-rolled, hot-drawn or extruded: containing by weight 0.6% or more
of carbon

  

7216.50 111 of a height of 80 mm or more 20% 

7216.50 112 of a height of less than 80 mm 20% 

 other:   

7216.50 191 of a height of 80 mm or more 20% 

7216.50 192 of a height of less than 80 mm 30% 

 Shapes and sections:
of a height of less than 80 mm:

7216.50 211 of a thickness of 5 mm or less 20% 

7216.50 219 other 20% 

 of a height of 80 mm or more:  

7216.50 221 of a thickness of 5 mm or less 20% 

7216.50 229 other
Angles, shapes and sections, not further worked than cold-formed or cold-finished: 20% 

7216.61 Obtained from flat-rolled products
Angles, other than slotted angles:
containing by weight 0.6% or more of carbon:

  

7216.61 111 of a height of 80 mm or more 20% 

7216.61 112 of a height of less than 80 mm 20% 

 other:   

7216.61 191 of a height of 80 mm or more 20% 



 of a height of less than 80 mm 30% 

 Shapes and sections:   

7216.61 211 of a thickness of 5 mm or less 20% 

7216.61 219 other 20% 

7216.69 Other
Angles, other than slotted angles: containing by weight 0.6% or more of carbon:

  

7216.69 111 of a height of 80 mm or more 20% 

7216.69 112 of a height of less than 80 mm 20% 

 other:   

7216.69 191 of a height of 80 mm or more 20% 

7216.69 192 of a height of less than 80 mm 30% 

 Shapes and sections:   

7216.69 211 of a thickness of 5 mm or less 20% 

7216.69 219 other 20% 

7219.69 300 slotted angles, roll-formed from pure-punched steel strips, whether or not painted
or galvanished

20% 

7216.91 Other:
Cold-formed or cold-finished from flat-rolled products
Angles, other than slotted angles:
containing by weight 0.6% or more of carbon:

7216.91 111 of height of 80 mm or more 20% 

7216.91 112 of a height of less than 80 mm 20% 

 other:   

7216.91 191 of a height of 80 mm or more 20% 

7216.91 192 of a height of less than 80 mm 30% 

7216.91 300 Shapes and sections:

7216.91 211 of a thickness of 5 mm or less 20% 

7216.91 219 other 20% 

7216.91 300 slotted angles, roll-formed from pure-punched steel strips, whether or not painted
or galvanished

20% 

7216.99 Other:
Angles, other than slotted angles: containing by weight 0.6% or more of carbon:

  

7216.99 111 of a height of 80 mm or more 20% 

7216.99 112 of a height of less than 80 mm 20% 

 other:   

7216.99 191 of a height of 80 mm or more 20% 

7216.99 192 of a height of less than 80 mm 30% 

 Shapes and sections:   

7216.99 211 of a thickness of 5 mm or less 20% 

7216.99 219 other 20% 

7216.99 300 slotted angles, roll-formed from pure-punched steel strips, whether or not painted
or galvanished

20% 

CONSUMABLE PRODUCTS  
  

70.13 Glassware of a kind used for table, kitchen, toilet, office, indoor
decoration or similar purposes (other than that of heading No. 70.10
or 70.18)
-Drinking glass f glass ceramics

  

7013.21 000 Of lead crystal 30% 

7013.29 000 Other
-Glassware of a kind used for table 9other than drinking glasses) or kitchen
purposes other than of glass-ceramics 30% 

7013.31 000 Of lead crystal 30% 

7013.32 000 Of glass having a linear coefficient of .. within a temperature range of 0 to 300
degrees C

30% 

7013.39 000 Other 30% 

7013.91 000 Other glassware: of lead crystal 30% 

7013.99 000 Other glassware: other 30% 

7020.00 Other articles of glass   

7020.00 100 Blinds 30% 

7020.00 900 Other 30% 



84.18 Refrigerators, freezers and other refrigerating or freezing equipment,
electric or other; heat pumps other than air conditioning machines of
heading No. 84.15.

30% 

8418.10 Combined refrigerator-freezers, fitted with separate external door:
Electrically operated:

8418.10 110 not over 350 litres 30% 

8418.10 120 over 350 litres 30% 

8418.10 900 Other 30% 

8418.21 Refrigerator, household type:
Compression type:
Electrically operated:

  

8418.21 110 not over 350 litres 30% 

8418.21 120 over 350 litres 30% 

 Other:   

8418.21 910 not over 350 litres 30% 

8418.21 990 over 350 litres 30% 

8418.22 Absorption-type, electrical:   

8418.22 100 not over 350 litres 30% 

8418.22 200 over 350 litres 30% 

8418.29 Other:
Electrically operated:

  

8418.29 110 not over 350 litres 30% 

8418.29 120 over 350 litres 30% 

 Other:   

8418.29 910 not over 350 litres 30% 

8418.29 990 over 350 litres 30% 

8418.30 - Freezers of the type, not exceeding
800 I capacity

  

8418.30 100 Domestic 30% 

8418.30 900 Other 30% 

8418.40 - Freezers of the upright type, not exceeding
900 I capacity

  

8418.40 100 Domestic 30% 

8418.40 900 Other 30% 

8418.50 000 - Other refrigerating or freezing chests, cabinets, display counters, showcases and
similar refrigerating or freezing furniture

  

 - Other refregerating or freezing equipment heat pumps: 30% 

8418.61 - Compression type refrigerating units whose condensers are heat exchangers:   

8418.61 100
8418.61 900

Domestic
Other

30%
30% 

8418.69 - Other:   

8418.69 100
8418.69 900

Domestic
Other

30%
30% 

 - Parts:   

8418.90 000 - Furniture designed to receive refrigerating or freezing equipment 30% 

8418.99 - Other:   

 For non-domestic:   

 evaporators and condensers:   

8418.99 111
8418.99 112
8418.99 119

evaporators for automative air-conditioners
condensers for automative air-conditioners
other

30%
30%
30% 

8418.99 190 other 30% 

 For domestic:   

8418.99 210
8418.99 290

evaporators and condensers
other

30%
30% 

85.09 Electro-mechanical domestic appliances, with self-contained electric motor   

8509.10 000 Vacuum cleaners 30% 

8509.20 000 Floor polishers 30% 

8509.30 000 Kitchen waste disposers 30% 

8509.40 000 Food grinders and mixers 30% 

8509.80 000 Other appliances 30% 



8509.90 000 Parts 30% 

8516.21 000 Storage heating radiators 20% 

8516.29 000 Other 20% 

8516.31 000
8516.32 000
8516.33 000
8516.40 000
8516.50 000

Electro-thermic hair-dressing or hand-drying apparatus:
Hair dryers
Other hair-dressing apparatus
Hand-drying apparatus
Electric smoothing irons
Microwave ovens

25%
25%
25%
25%
30% 

8516.60
8516.60 200
8516.60 300
8516.60 400
8516.60 900

Other ovens; cookers; cooking plates, boiling rings, grillers and roasters:
Electric kettles
Rice cookers
Other ovens
Other

30%
30%
30%
30% 

8516.71 000
8516.72 000
8516.79 000

Other electro-thermic appliances:
Coffee or tea-makers
Toasters
Other

25%
25%
25% 

8516.80 000 Electric heating resistors 25% 
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REDUCTION OF IMPORT DUTY ON SELECTED ITEMS
Duties and Taxes on the following items have been increased effective 4.00 p.m., October 17,1997

Tariff Code Description New
Rate% 

42.02 Trunks, suit cases, vanity cases, executive cases, brief
cases, school satchels, spectacle cases, binocular cases,
camera cases, musical instrument cases, gun cases,
holsters and similar containers, travelling bags, toilet
bags, rucksacks, handbags, shopping bags, wallets
purses, amp cases, cigarette cases, tobacco pouches,
tool bags, sports bags, bottle-cases, jewellery boxes,
powder-boxes, cutlery cases and similar containers, of
leather or of composition leather, of sheeting, of plastic,
of textile materials, of vulcanised fibre or of paperboard,
or wholly or mainly covered with such materials, or with
paper.

Trunks, suitcases, vanity cases, executive cases, brief
cases, school satchels and similar container.

  

4202.11 000 With outer surface of leather, of composition leather or of patent
leather.

Handbags, whether or not with shoulder trap, including those
without handle.

15% 

4202.21 000 With outer surface of leather, of composition leather or of patent
leather.

Articles of a kind normally carried in the pocket or in the
handbag.

15% 

4202.31 000 With outer surface of leather, of composition leather or of patent
leather.

15% 

4202.91 Other

With outer surface of leather, of composition laether or of
patent leather.

4202.91 900 Other 15% 

42.03 Articles of apparel and clothing accessories, of leather or
of composition leather.

  

4203.30 000 Belts and bandoliers 15% 

61.15 Panty hose, tights, stockings, socks and other hosiery, including
stockings, for varicose veins and footwear without applied soles,
knitted or crocheted.

6115.11 000 Of synthetic fibres, measuring per single yarn less than 67 decitex. 15% 

6115.12 000 Of synthetic fibres, measuring per single yarn 67 decitex or more. 15% 

6115.19 000 Of other textile materials. 15% 

6115.20 000 Women's full-length or knee-length hosiery measuring per single
yarn less than 67 decitex. 15% 

6115.91 000

Other :

Of wool or fine animal hair.
15% 

6115.92 000 Of cotton. 15% 

6115.93 000 Of synthetic fibres. 15% 

6115.99 000 Of other textile materials. 15% 



61.17 Other made up clothing accessories, knitted or crocheted;
knitted or crocheted parts of garmentsor of clothing
accessories.

  

6117.10 000 Shawls, scarves, mufflers, mantillas, veils and the like. 15% 

6117.20 000 Ties, bow ties and cravats 15% 

6117.80 000 Other accessories 15% 

6117.90 000 Parts 15% 

62.03 Mens' or boys' suits, ensembles, jackets, blazers,
trousers, bib and brace overalls, breeches and shorts
(other than swimwear).

  

6203.11 000
Suits :
Of wool or fine animal hair. 15% 

6203.12 000 Of synthetic fibres 15% 

6203.19 000

6203.31 000

Of other textile materials

Jackets and blazers :
Of wool or fine animal hair

15%

15% 

6203.32 000 Of cotton 15% 

6203.33 000 Of synthetic fibres 15% 

6203.39 000 Of other textile materials 15% 

62.04 Womens' or girls' suits, ensemble, jackets, blazers,
dresses, skirts, divided skirts, trousers, bib and brace
overalls, breechers and shorts (other than swim wear).

  

6204.11 000
Suits :
Of wool or fine animal hair. 15% 

6204.12 000 Of cotton. 15% 

6204.13 000 Of synthetic fibres. 15% 

6204.19 000 Of other textile materials. 15% 

6204.31 000
Jackets and blazers :
Of wool or fine animal hair. 15% 

6204.32 000 Of cotton. 15% 

6204.33 000 Of synthetic fibres. 15% 

6204.39 000 Of other textile materials. 15% 

62.14 Shawls, scarves, mufflers, mantillas, veils and the like.

6214.10

900 

Of silk or silk waste :

Other 15% 

6214.20 000 Of wool or fine animal hair 15% 

6214.30

900 

Of synthetic fibres :

Other 15% 

6214.40

900 

Of artificial fibres :

Other 15% 

6214.90

900 

Of other textile materials :

Other 15% 

62.15 Ties, bow ties and cravats   

6215.10 000 Of silk or silk waste. 15% 

6215.20 000 Of man-made fibres. 15% 

6215.90 000 Of other textile materials. 15% 

64.03 Footwear with outer soles of rubber, plastics, leather or
composition leather and uppers of leather.

  

6403.20 000 Footwear with outer soles of leather, and uppers which consist of
leather straps across the instep and around the big toe. 15% 

 Other footwear with outer soles of leather.   

6403.51 000 Covering the ankle 15% 

6403.59 000 Other 15% 

6403.91 000 Covering the ankle 15% 



6403.99 000 Other 15% 

64.04 Footwear with outer soles of rubber, plastics, leather or
composition leather and uppers of textile materials.

6404.20 000 Footwear with outer soles of leather or composition leather. 15% 

64.05 Other footwear   

6404.10 000 With uppers of leather or composition leather. 15% 

85.10 Shavers, hair clippers and hair-removing appliances, with
self contained electric motor.

8510.10 000 Shavers. Nil 
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APPENDIX IV

IMPORT DUTY ON MOTOR VEHICLES

Petrol Powered CARS

Engine Capacity

Completely Built-Up
(CBU)

Completely Knocked Down
(CKD)

Present
Rate

%

Proposed
Rate

%

Present
Rate

%

Proposed
Rate

%

First 1,799 c.c.
1,800 - 1,999 c.c.
2,000 - 2,499 c.c.
2,500 - 2,999 c.c.
Above 3,000 c.c.

140
170
170
200
200

No change
No change

200
250
300

42
42
42
42
42

No change
No change

60
70
80

Petrol Powered 4WD & MPV

Engine Capacity

Completely Built-Up
(CBU)

Completely Knocked Down
(CKD)

Present
Rate

%

Proposed
Rate

%

Present
Rate

%

Proposed
Rate

%

First 1,799 c.c.
1,800 - 1,999 c.c.
2,000 - 2,499 c.c.
2,500 - 2,999 c.c.
Above 3,000 c.c.

50
50
50
50
50

60
80

150
180
200

5
5
5
5
5

10
10
30
40
40

Petrol Powered VAN

Engine Capacity

Completely Built-Up
(CBU)

Completely Knocked Down
(CKD)

Present
Rate

%

Proposed
Rate

%

Present
Rate

%

Proposed
Rate

%

First 1,799 c.c.
1,800 - 1,999 c.c.
2,000 - 2,499 c.c.
2,500 - 2,999 c.c.
Above 3,000 c.c.

35
35
35
35
35

42
55

100
125
140

5
5
5
5
5

5
10
30
40
40

Note:-

Diesel Powered 

New vehicles : The rate of import duty is 120%

Used/old vehicles : The rate of import duty is similar to petrol powered vehicle
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APPENDIX V

IMPORT DUTY, EXCISE DUTY AND SALES TAX ON MOTOR CYCLES

IMPORT DUTY

Engine Capacity

Completely Built-Up
(CBU)

Completely Knocked Down
(CKD)

Present
Rate

%

Proposed
Rate

%

Present
Rate

%

Proposed
Rate

%

First 149 c.c.
150 - 199 c.c.
200 - 249 c.c.
250 - 499 c.c.
500 - 799 c.c.
Above 800 c.c.

60
60
60
60
60
60

No change
No change

80
80
100
120

5
5
5
5
5
5

No change
No change

10
10
20
30

EXCISE DUTY 

Engine Capacity
Present

Rate
%

Proposed
Rate

%

First 149 c.c.
150 - 199 c.c.
200 - 249 c.c.
250 - 499 c.c.
500 - 799 c.c.
Above 800 c.c.

Nil
20
20
20
20
20

No change
No change

30
30
40
50

SALES TAX 

Engine Capacity
Present

Rate
%

Proposed
Rate

%

First 149 c.c.
150 - 199 c.c.
200 - 249 c.c.
250 - 499 c.c.
500 - 799 c.c.
Above 800 c.c.

Nil
Nil
Nil
Nil
Nil
Nil

No change
No change

10
10
10
10
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REDUCTION/ABOLITION OF CUSTOMS DUTIES
Duties and Taxes on the following items have been reduced effective 4.00pm., October 17, 1997

TARIFF CODE DESCRIPTION  NEW
RATE % 

IMPORT DUTY 

30.05 Wadding, gauze, bandages and similiar
articles (e.g. dressings, adhesive plasters,
poultices), impregnated or coated with
pharmaceutical substances or put up in
forms or packings for retail sale for medical,
surgical, dental or veterinary purposes.

  

3005.10

3005.10 900

-Adhesive dressings and other articles having and
adhesive layer :
Other than system base plate Nil 

3005.90
3005.90 100
3005.90 200
3005.90 300

3005.90 900

-Other
Cotton wool
Absorbent gauze
Bandages (including gauze bandages and triangular
bandages)
Other

Nil
Nil

Nil
Nil 

33.06 Preparation for oral dental hygine, including
denture fixative pastes & powders; yarn used
to clean between the teeth (dental floss)
individual retail packages. Nil 

3306.20 000 Yarn used to clean between the teeth (dental floss) Nil 

84.76

8476.21 000

Automatic goods-vending machines
-Automatic beverage-vending machines:
-Incorp heating or refrigerating devices Nil 

8476.29 000 -Other Nil 

8476.81 000
8476.89 000

Incorporating heating or refrigerating devices
Other

Nil
Nil 

85.10

8510.10 000

Shavers, hair clippers and hair removing
appliances, with self-contained electric
motor :
Shavers

Nil 

8609.00 000 Containers (including containers for the transport of
fluids) specially designed and equiped for carriage
by one more modes of transport.

Nil 

9704.00 000 Postage or revenue stamps, stamps-postmarks,
first-day covers, postal stationery (stamp paper), and
the like, used or if unused not of current or new issue
in the country which they are destined.

Nil 

9705.00 000 Collections and collectors' pieces of zoological,
botanical, mineralogical, anatomical, historical,
archaeological, palaeontological, enthographic, or
numismatic interest.

Nil 

9706.00 000 Antiques of an age exceeding one hundred years Nil 

SALES TAX 

16.02

1602.32

Other prepared or preserved meat, meat offal
or blood
-Of poultry of heading No. 01.05
-Of fowls of the species Gallus domesticus:

  

1602.32.900 Chicken balls Nil 



1602.49
1602.49 900

-Other including mixtures
Other Nil 

1602.50 -Of bovine animals
Beaf balls Nil 

1602.90

1602.90 900

-Other, including preparations of blood of any
animals
Others meat balls Nil 

16.04 Prepared or preserved fish; caviar and caviar
subsitutes prepared from fish eggs.

  

1604.11 000
1604.12 000

-Fish, whole or in pieces, but not minced:
-Salmon: in airtight containers
-Herrings: in airtight containers

Nil
Nil 

1604.20 -Other prepared or preserved fish:   

1604.90 920
Other:
Fish balls, paste and cake Nil 

3822.00 000 Diagonostic or laboratory reagents on a backing and
prepared dignostic or laboratory reagents whether or
not on a backing, other than those of heading
No.30.20 or 30.06

Nil 

84.70 Calculating machines and pocket-size data
recording, reproducing and displaying
machines with calculating function ;...

  

8470.10 -Electronic calculators capable of operation without
an external source of electric power and pocket size
data recording, reproducing and displaying
machines with calculating functions :

  

8470.10 900 Other Nil 

8470.21 900
8470.29 900
8470.30 900

-Other electronic calculating machines
Other
Other
Other

Nil
Nil
Nil 

84.76

8476.21 000
8476.29 000

Automatic goods-vending machines
-Automatic beverage-vending machines:
-Incorp heating or refrigerating devices
-Other

Nil
Nil 

8609.00 000 Containers (including containers for the transport of
fluids) specially designed and equiped for carriage
by one or more modes of transport

Nil 

EXPORT DUTY 

2709.00 Petroleum oils and oils obtained from bituminous
minerals, crude.

  

2709.00 100 Petroleum oils, crude 10% 

2709.00 900 Other 10% 



TARIFF CODE DESCRIPTION  

85.16 Electric instantaneours or storage water
heaters and immersion heaters; electric
space heating apparatus and soil-heating
apparatus; electrothermic hair-dressing
apparatus (for example, hair dryers, hair
curlers, curling tong heaters) and hand
dryers; electric smoothing irons; other
electro-thermic appliances of a kind used for
domestic purposes; electric heating
resistors, other than those of heating
No.84.45

8516.10 Electric instrument or storage water heaters and
immersion heaters:

8516.10 100 Radio-frequency types

Electric space heating apparatus and electric soil
heating apparatus:

8516.21
8516.21 100

Storage heating radiators :
Radio frequency types

8516.29

8516.29 100

Other :

Radio frequency types

Electro-themic hair dressing or hand-drying
apparatus:

8516.31
8516.31 100

Hair-dryers:
Radio frequency types

8516.32
8516.32 100

Other hair dressing apparatus :
Radio frequency types

8516.33
8516.33 100

Hair drying apparatus :
Radio frequency types

8516.40
8516.40 100

Electric smoothing iron :
Radio frequency types

8516.60

8516.60 100

Other ovens; cookers, cooking plates, boiling, rings,
grillers and roasters :
Radio frequency types

8516.71
8516.71 100
8516.72
8516.72 100
8516.79
8516.79 100
8516.80
8516.80 100

8516.90
8516.90 100

Other electro-thermic appliances :
Coffee or tea makers :
Radio frequency types
Toasters :
Radio frequency types
Other :
Radio frequency types
Electric heating resistors :
Radio frequency types

Parts :
For subheadings Nos. 8516.10 100,
8516.21 10, 8516.29 100, 8516.31 100, 8516.32
100, 8516.33 100, 8516.40 100, 8516.50 100,
8516.60 100, 8516.71 100, 8516.72 100, 8516.79
100 and 8516.80 100

87.11 Motorcycles (including mopeds) and cycles
fitted with an auxilliary motor, with or without
side-cars.

8711.30

8711.30 100

With reciprocating internasl combustion piston
engine of a cyclinder capacity exceeding 250cc but
not exceeding 500cc :
Autocycle (equipped with both built-in engine and a
pedal system)

8711.40

8711.40 100

With reciprocating internal combustion piston engine
of a cyclinder capacity exceeding 500cc but not
exceeding 800cc :
Autocycle (equipped with both built-in engine and a
pedal system)

8711.50

8711.50 100

With reciprocating internal combustion piston engine
of a cyclinder capacity exceeding 800cc 
Autocycle (equipped with both built-in engine and a
pedal system).


