aoove. subject o fulfiting the same. export
condion or empioyment requirement as
tnose apohcatons wnich are recewved oy
MIDA between 1.10.1986 unti 31.12.1990.

Companies which nave teen licensed oefore
1 10.1986 nave !0 comply with the equity corn-
diton as stated in the licence. However. the
foreign partner is permitted [0 own up to
100% of e expanded aguity as a resuit of an
expansion of capacity or diversificauon. if
approved under the conditions as mentioned
n sectuon 1. and provided that this aces not
contradict the terms of any legal agreement
that may have been entered Into among the
shareholgers.

(o

4. Equity policy in relation to projects
involving non-renewable resources

For projects which involve the extraction or me
ning and processing of mineral ores. majority foreign
equity participation of up to 100% s permitted. In
determining the percentage. the following critena will
be taken into consideration:-

(a) the level of investments. technology and risk
involved in the projects.

(b) the availability of Maiaysian expertise in the
areas of exploration. mining and processing
of the minerals concerned: and

(¢ the degree of integration. and level of value-
added involved in the projects.

§. Assurance in respect of equity ownership

A company that has been approved under the
new egquity guidelines will not be required (o restruc-
ture its equity at any time, even after the year 1990,
notwithstanding the fact that the company may have
undergone an expansion or diversification. provided
that the company continues to comply with the or-
ginal conditions of approval and retains the onginal
features of the project. :

6. Investment Guarantee Agreements

Malaysia's readiness to conclude Investment
Guarantee Agreements is a testimony of the Govern-
ment's desire to increase the confidence of foreign
investors in Malaysia.

Malaysia has concluded Investment Guarantee
Agreements .with 16 countries namely the United
States of America. the Federal Republic of Germany,
Canada. the Republic of France, Switzertand, Sweden
and Belgium/Luxembourg, United Kingdom, Sri
Lanka. Rumania. Norway, Austria, Finland. the Nether-
lands, Italy and Kuwait.

(a) Provisions of the Agreement

An Investment Guarantee Agreement will pro-
vide the foreign investor with the following:-

() Protection against nationalisation and ex-
propnation.

(i) Prompt and adeguate compensation in
the event of nationalisation or expropria-
tion.

(i) Free transfer of profits or capital and
other fees.

(ivy Settlement’ of investment disputes under
the Convention on Settlement of Invest-
ment Disputes. of which Malaysia has
been a member since 1966.

Malaysia grants foreign investments both na

tionai treatment and most-favoured nation ‘reatment.

The Ministry of Trage and Inausiry 1ssues eters
of coverage under the respective Investment Guaranr-
tee Agreements (0 approved projects .n Maiaysia.

7. Convention on the Settiement of Q
Investment Disputes

In hne with the national policy of cromoting anc
protecting foreign investment. the Maiaysian Govern-
ment in 1966 ratified the provisions of the Convention
on the Settlement of Investment Dispoutes estaciisnec
under the auspices of the Internatonal Bank for Re-
construction and Development (IBRD).

Facilites for international conciiation or aroitra-
tion are establisned by the convention througn ne
International Centre for Settlement of Invesiment Ois-
putes which is located at the principal office of the
IBRD in Washington.

Iincentives For Investment

The principal incentives for the manufacturing.
agricultural and tourism sectors are containea in the
Promotion of Investments Act, 1386 and the Income
Tax Act. 1967. These incentives are designed to grant
relief from taxes in various forms. The taxes applied
to companies in Malaysia are in the form of income
tax of 35% and development tax is !0 0e abolisned
gradualiy starting with a reduction of 1% from year -
assessment 1990. Companies given oioneer sia
incentive are exempted from the payment of nec.
taxes. In the case of the other incentives. the benerts
are in the form of allowances given. Q

1. Incentives for the Manufacturing Sector

A. General incentives

(ad Pioneer Status

The perod of tax relief under this incen-
tive i1s five years commencing from the
production adate as determined by he
Minister of Trade and Industry. To encou
rage expansion and reinvestment. pioneer
companies are eligible for a further S-year
tax relief perod on meetng certain adar
tional requirements. Thes aire:-

* the company s fixed assets (exciuding
land) at the end of the mtial 3-year
period reaching at least MS25 million:
or

* emoloyment ievel reacning 300 full-
ume Maiaysian workers: or

* other requirements. wnich n the opi-
nion of the Minister of Trade and in-
dustry. would contrioute towards pro-
moting and enhancing the economic or
tecnnological development of the coun-

try.

(b) Investment Tax Allowance (ITA)

A company granted the investment allow-
ance may be given an ailowance of up o
100% in respect of qualifying caoital ex-
penditure incurred within five years from
the date of approvai of the project. |Ple
refer to Aunex 1 for the cntena &
awarding Investment Tax Allowance in he
manufacturing, agncultural andg tourism
sectors).

The grant of either Pioneer Status or Investment Tax
Allowance wiil be determined according to priorities
termed as promoted activilies or promoted Products




