take a aiversification s reguireg o suomit an
application for sucn diversification in the
prescribed form. for the consiceration of the
Licensing Officer.

3. Exemption from the ICA

Companies exempted from acolying for a licence
uncer the ICA are also exempted from having to
comply with any condition with -2gard !0 equity. em-
ployment. distrioution netwark and exoort. Companies
that have peen granted Pioneer Status or the invest-
ment Tax Ailowance or any other incentives. dut are
exempted from licensing uncer the ICA. are aiso
exempted from the said conaitions.

Guidelines On Foreign Equity

The Malaysian Government welcomes foreign
investment in the manufacturing sector. In keeping
with the objective of ensuring increased Malaysian
participation in manufacturing activities. it 1s govern-
ment policy t0 encourage projects o e undertaken
on & |joint-venture basis.

1. Equity policy in relation to new investments

(@) Foreign investors are permitted o0 hoid wnat-
ever level of equity of up to 100% if the com-
pany exports?® 80% or more of its production.,
irrespective of whether or not the company's
products compete with proaucts presently
being manufactured locally for the domestic
market.

(o

==

Foreign investors whose applications are re-
ceived by MIDA during the period 1.10.1986
and 31.12.1990 are also permitted to hold
whatever level of equity of up to 100% on
meeting the following conditions:-

() that the company exports 50% or more of
its production

or

that the company employs 350 fulltime
Malaysian workers and such employment
of Malaysians at all levels should reflect
approximately the racial composition of
the country.

(1) that the company's products do not com-
pete with products presently being manu-
factured locally for the domestic market.
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(C) The level of equity participation for other ex-

part-oriented projects are as follows:-

() For projects exporting petween 51% to
79% of therr production. foreign equity
ownersnip up to 51% will be allowed:
however. foreign equity ownership of up
1o 79% may be allowed. -depending on
factors such as the level of technology.
spin-oft effects, size of the investment.
locaton. value-added and the utilisation
of local raw matenals and components.

(0 For projects exporting between 20% 1o
S0% of therr proauction. foreign equity
ownersnip of between 30% to 51% will be
alloweq, depending upon similar factors
as mentoned above: however. for pro-
ICIS exporting less than 20% of their pro-
duction. foreign equity ownersnip 1S
allowed up to a maximum of 30%.

In both the above cases. the company may

3.

(a

manufacture procducts irrescecive of wretner
or not the produc:s comcele win nose ore-
sently manufaciureg :ccaily for ‘ne domestic
market.

For. projects. procdlcing. crocucis rat are of
Rign tecnnclcgy or are griority 9rCCuCis ‘or
the aomestic market. fcreign 2quity Jwnersn
of up t0 31% wiil be ailoweaq.

Distribution of Malaysian equity in respect of
new investments

Where foreign equity is iess 'han '00% the za-
lance of the equity to be taken up 2y Malaysians
shouid be ailocated accoraing to the following
principles:-

(al

For projects initiated by foreigners and where
no local partners have been dentified:-

i It 70% or more of the eguity 1s heid oy
foreigners. the paiance of the equity wiil
be reserved for bumiputeras.

() If less than 70% of the equity s he!d by
foreigners. 30% will be reserved for oumi-
puteras and the balance for non-oumi-
puteras. If foreigners hoid 80% of the
equity. 30% will be reserved for oumi-
puteras and the remaining 10% for non-
bumiputeras. It the equity reserved for
bumiputeras i1s not taken up. the Ministry
of Trade and Industry will ailocate part of
the balance o non-bumiputeras.

(b) For projects initiated by bumiputeras on a

{e)

joint-ventures basis with foreigners:

() If 70% or more of the equity is heid oy
foreigners. the balance of the equity will
te reserved for the bumiputeras concern-
ed.

(iv If iess than 70% of the squity is held by

' foreigners. the dalance wiil aiso pe reser-

ved for bumiputeras. However. if oumr

puteras are unavle [0 'ake up the entire

valance. the Ministry of Trage and Indus-

try wiil ailocate part of the caiance o non-
dumicuteras.

For projects initiated by non-bumiputeras on
a joint-venture basis with foreigners:-

(01t 70% or more of the equity 1S taken up
Dy fecre:gners. the palance of the equity
will e anocated 'o the non-oumiputeras
concernea.

(i 1f tess than 7Q% of 'ne sguity 1S taken by
tforeigners. 30% wil oe ailocated (o the
non-oumiouteras concerned and the da-
lance 'wni ge reser.ea for oumiputeras.
However. unger spec:al circumsiances.
the non-oumiputeras may ce germitted 10
‘ake up the enure oalance of the aquity
as dec:ded oy the Minisiry of Trage and
InQustry.

Equity policy applicable to existing
companies

(a

Companies wnicn have peen 'icensed e
vetween 141986 ana 30.9.1986. ana wnicr
have not made any investment :n respect of
the implementation of the project are aiso
eligiole for the same equity guidelines as

Exports nciuge sates 13 Free Tace Zones (FTZ ang Licensea
Marutactunng ‘Warenouses . LMW



