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The Bill seeks to increase the
incentives available to
companies that invest in
public infrastructure in the
course of their business. In
addition, the eligibility
threshold will be reduced.
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Introduction

A Bill to amend some sections of the
Companies Income Tax Act [CITA]
has passed the second reading and
has been referred to the Senate
Committee on Finance for
deliberation.

Highlights of the Bill

The Bill seeks to expand the scope
of incentives granted to companies
that provide infrastructure
(electricity, water and tarred roads)
where such infrastructure have not
been provided by the government.

It will also increase the tax holiday
for companies engaged in mining of
solid minerals and gas utilisation.

Rural Investment Allowance

The Bill seeks to amend Section 34
of CITA by lowering the threshold
for eligibility for rural investment
allowance [RIA].

Currently, where a company incurs
capital expenditure on electricity,
water and tarred roads for its
business because no such
government infrastructure is
available within 20 kilometres of its
business, the company is entitled to
claim RIA at specified rates
depending on the type of
infrastructure provided. If the Bill is
passed into law, the minimum
distance to government provided
infrastructure will be reduced from
20 to 10 kilometres.

Also the rate of allowance will be
increased for provision of tarred
roads from 15% to 20%. In addition,
a new section 34A will be
introduced to grant a ten year tax
holiday for companies carrying on
business in places where there are

no government provided
infrastructure.

Tax holidays and Investment
Tax Relief

The Bill seeks to amend section 36
by increasing the tax holiday
granted to companies engaged in
mining of solid minerals from three
to five years.

Also section 36 will be amended to
increase the tax holiday for
companies engaged in gas
utilisation (downstream sector)
from three to five years which can
be renewed for an additional two
years.

Also section 40(10) is to be
amended by reducing the threshold
for claiming investment tax relief
[ITR] from 20 to 10 kilometres. In
addition, the ITR that may be
claimed on tarred road will increase
from 15% to 20%. However,
telephone services which used to be
a qualifying infrastructure will no
longer qualify for ITR.

Takeaway

Any initiative aimed at improving
the availability and quality of
infrastructure across the country
should be commended. However, it
is not clear how well these proposed
changes are based on empirical data
given the very little uptake by
companies since the incentive was
introduced decades ago. The
expected benefit from the incentive
should also be measured against the
associated cost and revenue loss.

It is also important to ensure
sufficient coordination between all
government initiatives including the
ongoing comprehensive review of
the current incentive regime.
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