INCOME TAX (EXEMPTION) (NO. 6) ORDER 2016
PU (A) 159
8 June 2016

IN exercise of the powers conferred by paragraph 127(3)(b) of the Income Tax Act 1967 [Act 53], the
Minister makes the following order:

CITATION AND COMMENCEMENT

1(1) This order may be cited as the Income Tax (Exemption) (No. 6) Order 2016.

1(2) This Order is deemed to have come into operation on 13 June 2008.

INTERPRETATION

2 In this Order, "East Coast Economic Region" has the meaning assigned to it in the East Coast
Economic Region Development Council Act 2008 [Act 688].

QUALIFYING PERSON

3(1) The qualifying person referred to in this Order is—

(& acompany incorporated under the Companies Act 1965 [Act 125] and resident in Malaysia;
(b) an agro-based co-operative society;

(c) aFarmers’ Organization;

(d) an Area Fishermen’s Association, a National Fishermen’s Association or a State Fishermen'’s
(e) Association; or

) an association solely engaged in agriculture and resident in Malaysia.

3(2) Where the qualifying person is a company which has been granted an exemption under this Order,
any related company to the company is not entitled to be granted an exemption under this Order in
relation to the same qualifying activity.

3(3) For the purposes of this paragraph—

"agro-based co-operative society" has the same meaning assigned to it in the Farmers’
Organization Act 1973 [Act 109];

"Area Fishermen’s Association” has the same meaning assigned to it in the Fishermen’s
Associations Act 1971 [Act 44];

"National Fishermen’s Association" has the same meaning assigned to it in the Fishermen’s
Associations Act 1971,

"State Fishermen’s Association” has the same meaning assigned to it in the Fishermen’s
Associations Act 1971;



"Farmers’ Organization” has the same meaning assigned to it in the Farmers’ Organization Act
1973;

"related company” has the same meaning assigned to it in section 2 of the Promotion of
Investments Act 1986 [Act 327].

QUALIFYING ACTIVITY

4

A qualifying activity referred to in this Order is an activity as set out in column (3) of the Schedule in
relation to the sector as set out in column (2)—

(&8 which has not been carried on in the East Coast Economic Region on the date the
application referred to in subparagraph 5(3) is made; or

(b)  which has been carried on in the East Coast Economic Region not more than one year prior
to the date the application referred to in subparagraph 5(3) is made,

and approved by the Minister.

EXEMPTION

5(1)

5(2)

5(3)

5(4)

5(5)

5(6)

The Minister exempts a qualifying person in the basis period for a year of assessment from the
payment of income tax in respect of the statutory income derived from a qualifying activity.

The exemption referred to in subparagraph (1) shall be for a period of ten consecutive years of
assessment commencing from the first year of assessment in which the qualifying person derives
its statutory income from the qualifying activity, which is referred to as “the exempt years of
assessment” in this Order.

An application for exemption under this Order shall be made to the Minister through the East Coast
Economic Region Development Council on or after 13 June 2008 but not later than 31 December
2020.

An exemption granted under this Order is subject to the qualifying person complying with all the
conditions imposed by the Minister in relation to the exemption.

Nothing in subparagraph (1) shall absolve or be deemed to have absolved the qualifying person
from complying with any requirement to submit any return or statement of accounts or to furnish
any other information, under the Act.

For the purposes of this paragraph, the "East Coast Economic Region Development Council”
means the council established under the East Coast Economic Region Development Council Act
2008.

STATUTORY INCOME

6(1)

Subject to subparagraph (2), the statutory income referred to in subparagraph 5(1) in the basis
period for each year of assessment shall be determined after deducting the allowances which fall to
be made under Schedule 3 to the Act notwithstanding that no claim for such allowances has been
made.



6(2) Where a building, factory, machinery or plant is used for the purposes of a qualifying activity is also

used for the purposes of an activity other than a qualifying activity, then the allowances which fall to
be made under Schedule 3 to the Act shall be deducted as is reasonable having regard to the
extent to which the building, factory, machinery or plant is used for the purposes of the qualifying
activity.

LOSSES

7(1)

7(2)

Any amount of adjusted loss incurred in relation to the qualifying activity—

(@) from the year of assessment in the basis period in which the qualifying activity referred to in
subparagraph 5(1) commences to the year of assessment immediately prior to the exempt
years of assessment; and

(b)  during the exempt years of assessment, shall be carried forward and deducted from the
statutory income from the qualifying activity in the post-exempt year or years of assessment
until the whole amount of the adjusted loss has been utilized against the statutory income
from the qualifying activity.

So much of the adjusted loss referred to in subparagraph (1) which was utilized to reduce the
statutory income from the qualifying activity for a year of assessment shall be disregarded for the
purposes of subsections 43(2) and 44(2) of the Act.

WITHDRAWAL OF EXEMPTION

8(1)

8(2)

The Minister may withdraw the exemption granted under subparagraph 5(1) if the qualifying person
fails to comply with any condition imposed in relation to the exemption.

Where the exemption is withdrawn in accordance with subparagraph (1), the exemption granted in
respect of any amount of the statutory income under subparagraph 5(1) shall be deemed to have
not been given to the qualifying person from the first year of the period referred to in subparagraph
5(2).

SEPARATE SOURCE AND SEPARATE ACCOUNT

9(1)

9(2)

Where a qualifying person carries on a qualifying activity and activity other than a qualifying activity,
each activity shall be treated as a separate and distinct source of the activity.

The qualifying person who is granted an exemption under subparagraph 5(1) shall maintain a
separate account for the income derived from each activity referred to in subparagraph (1).



NON-APPLICATION

10

This Order shall not apply to a qualifying person who—

(@)

(b)

commences a qualifying activity after one year from the date of the approval by the Minister
or after such extended period approved by the Minister; or

in the basis period for a year of assessment—

() has made a claim for reinvestment allowance under Schedule 7A to the Act or
investment allowance under Schedule 7B to the Act;

(i)  bhas been granted any incentive under the Promotion of Investments Act 1986 in
respect of the same qualifying activity; or

(i)  has been granted an exemption under section 127 of the Act in respect of the same
qualifying activity.



SCHEDULE

{1 1<) &
Mo, Sector Cualifying activity
1. Agniculbune a) Cultivation of kenaf, wegetable, fruit, herbs,
SpiCES OF COCod
(b} Plantation of crops for enangy generation
{c) Planting of heves brasilisnzis
{d} Floriculture including omamental flowers
&) Aquaculture
{f) Inkand fishing or deep sea fishing
g Rearing of cattle, buffako, goat, sheesp, ostrich,
turkey or quail
2 Agnculbure-related senices a) Collecting, processing and peckaging of
agricufiural produce
(b} Collecting and marketing of agricultural produce
5 Information, communicetion and Information, communication and technology sendices and
- [teschincdoy developmeant
The establishment of universibies, colleges, skills fraining
4. Education and training instifutes, training centres, senice cantres or development
and research instiutions
5. |Manufacturing ia) Zelected mamnufactured products
(b} Selected agro-based products
5. O, gas and amical m actriby relating to o, gas or petrochemical
I [Manufacturing-related services Selectad manutaciunng-related services
B. Hotel Operation of hotel
g Touriam {a) Eco-tourism
(b} Urban-culture hartags
{c) Island tourism
{d} Mainland coastal touriam
&) Croas border lourism
{f) Integrated resort
g Theme park or amusement park
{h}) Cultural, conferance and exhibiticn centre
(i Health touriam
10. Cufture and heritage {a) baking of batik, songhket or royal tenun
(b} aking of brassware or silverware
{c) aking of treditional kites
{d} ‘Wincdcarving
&) Selected art and craft projects including print-
making {excapt photography) or sculpting




