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TAXATION OF THE MALAYSIAN OIL PALM SECTOR

..... 10 share that oil palm
growers are very heavily
taxed in Malaysia

THEEEDG

M ALAYSIA

www.theedgemarkets.com/article/cover-
story-taxing-time-oil-palm-growers

Taxing time for oil palm growers 4 Jan 2018

uch has been said about Malay-
sia’s heavy reliance on foreign
workers and the need to move
up the worker-productivity lad-
der. It is clearly difficult to at-

tract Malaysian workers to the plantation

sector,which has led to a labour shortage
and significant productivity loss in oper-
ations.This, in turn, has contributed to a
loss in revenue for growers and the country.

In March 2016, the increase in levy for
guest workers in Peninsular Malaysia,
from RM590 to RM640, hiked the cost of
production for plantations.The Minimum
Wage Order 2016, which came into effect
on July 1,2016, contributed to a further rise
in cost for the plantation sector.The order
called for the minimum wage to increase
11% from RM900 to RM1,000 in Peninsular
Malaysia and 15% from RM800 to RM920
in Sabah and Sarawak.

While the Malaysian Estate Owners’
Association (MEOA) concurs with the
long-term aspiration for higher produc-
tivity and income, it believes any further

BY JOSEPH TEK
CHOON YEE

increase in worker levy or minimum wage
for the plantation sector without a cor-
responding increase in productivity in
a commodity business will not achieve
the nation’s desired aspiration because
of unique factors pertaining to the com-
modity-based business model.

The Malaysian palm oil industry com-
petes in a global market against 16 other
edible oil industries. Palm oil products
are commodity priced. Therefore,a high-
er cost structure will erode our compet-
itiveness relative to producers in other
countries. This has adverse implications
for the sustainability of the industr
Malaysia in the long run. While there is
room for a wider adoption of mechanisa-
tion for the evacuation of crops, especially

where the terrain is suitable, the general
experience to date has been a higher unit
cost of production. Notwithstanding this,
innovation and mechanisation in planta-
tions must continue with enhanced focus
and effectiveness.

The MEOA continues to implore the rel-
evant authorities to expedite the recruit-
ment and employment of foreign guest
workers towards resolving the current
shortage of foreign workers in the plan-
tation sector. Is there a possibility for a
one-stop centre for foreign guest workers
engaged in the sector?

Being a commodity, palm oil’s products
are largely price takers, not price makers
Many factors are beyond the control of
growers, including the weather,competing
oils, foreign exchange movements and pol-
icy changes. In recent times, crude palm
oil prices have been on a volatile trend
while the cost of production continued to
increase unabated. This was set against
the backdrop of a multitude of taxes and

ries imposed on oil palm growers.Their

profitability has eroded while the cash
flow of new planters with borrowings or
those embarking on replanting has been
significantly affected.

While the CPO price recovered to some
extent, following a perfect storm of low
prices on low crops because of the El Nifio
phenomenon in 2016/17, it has again re-
verted to a downward trend. Against this
backdrop, there is a need for the govern-
ment to review the windfall profit levy,
notwithstanding that it is not applicable
to CPO prices at present. The MEOA calls
for the WPL on palm oil to be abolished
once and for all, or at least for the thresh-
old to be adjusted to better reflect business
conditions.

The WPL came into effect in 1999 to bol-
ster the government’s coffers during the
Asian financial crisis and was subsequently
reintroduced in 2008. It should be pointed
out that no oil palm grower is rejoicing at
today’s prices, given the cumulative effect
of relentless cost increases over the years.
Today’s derived margin at the established




BIRTH OF MPOA : 3-BECAME-1

1. Rubbers Growers Association (RGA) - 1907
and

2. United Planting Association of Malaya (UPAM) - 1897
and

3. Malaysian Oil Palm Growers Council (MOPGC) - 1968

PERSATUAN MINYAK SAWIT

MALAYSIA MALAYSIAN PALM OIL ASSOCIATION (MPOA) - 1999

‘ABC’ of INDUSTRY : MPOA IS NOT GOVERNMENT BODY eg. MPOB, MPOC or MPOCC

Our mission is to ensure long-term profitability COMPETITIVENESS
and growth of the Malaysian palm oil industry MARKET ACCESS

and other plantation tropical crops SUSTAINABILITY

Representation in the Malaysian palm oil supply-chain

MPOA represents about 70% of the oil palm planted area under private
ownership, which makes up about 40% of the total planted oil palm area and
include all major key players along the integrated palm oil supply chain in
Malaysia.
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2021 STAKEHOLDERS JOINT-APPEAL
‘3 ELEPHANTS IN THE ROOM’

RELEVANT STAKEHOLDERS OF THE
MALAYSIAN PALM OIL INDUSTRY

i i i

MINISTRY OF PLANTATION
INDUSTRIES AND COMMODITIES

PERSATUAN MINYAK SAWIT
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www.theedgemarkets.com/article/plight-malaysian-
oil-palm-sector
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—

Plantation associations appeal to govt
on foreign worker, taxation,
market access issues

... WORKERS,
MARKET ACCESS
& TAXATION !

O prices picrce RM4,000 f
time this year Click here




FOUR CANONS OF TAXATION

The principles of good taxation were formulated many years ago.
In The Wealth of Nations (1776), Adam Smith
argued that taxation should follow the four principles of
equity/fairness, certainty, convenience and efficiency/economy.

“Equity”™
Distributing tax
burden fairly to
each tax payer

“Convenience” . a) “Certainty”

it
Collecting taxes in The Four Canons of A tax system that
a convenient way Taxation is clear for tax
for tax payers — payers

“Economy”™
Minimizing the
cost of collecting
taxes




SNAPSHOT OF PALM OIL PRICES AMID

ECONOMIC CRISES, TAXATION AND COST (1980-2020)
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SUMMARY OF TAXES ON THE MALAYSIAN PALM OIL INDUSTRY

Corporate Tax

24% of corporate profit

Prosperity Tax (Cukai Makmur)
(Year 2022 only)

Chargeable income above RM100 mil to be taxed at 33%
instead of 24%

MPOB Cess (Latest Order 2021)

RM16 per for CPO and CPKO

Windfall Profit Levy (WPL)

Peninsular Malaysia : 3% on FFB for CPO prices above
RM3,000/tonne

Sabah & Sarawak : 3% on FFB for CPO prices above
RM3,500/tonne

Foreign Workers Levy
New - Budget 2023:
Multi-Tier Levy Mechanism(MTLM)

Peninsular Malaysia : RM640 per worker
Sabah & Sarawak : RM590 per worker

Human Resource Development
Fund (HRDC) Levy (effective 2022)

Levy fee for registered employers is 1% of the monthly
wages of each employee.

Sabah Sales Tax (SST)

7.5% for CPO when CPO price >RM1,000 pmt

Sarawak Sales Tax (SST)

5.0% for CPO when CPO price >RM1,500 pmt
5.0% for CPKO when CPKO price >RM1,500 pmt
(2.5% applicable when CPO & CPKO prices >RM1,000 pmt)

Export duty on CPO

3.0 % to 8.0% per tonne of CPO above RM2,250 per tonne

Import Duties/Form 4, Excise Duties on Plantation Machineries,

\’

SST, Property Assessment Tax (PAT), Quit Rent, other foreign workers charges etc. MPOA




PALM OIL IS A COMMODITY : PRICE TAKER AND NOT PRICE MAKER
YIELD-COST-MARGIN COSTING or RETURN OF INVESTMENT

Reallsed
CPO Prlce

HEALTHY
MARGIN

@ DIRECT
Cost of

Production

CPO Price Cost

Realised .
CPO Price

\
\
\
y
,/’

Factors :
Minimum
wage, input
costs,
vagaries of
weather,
other cost
pressure eg
borrowings,
unabated cost
pressure

‘CAUTIOUS
MARGIN

DIRECT
Cost of
Production




A GLIMPSE ON PALM OIL COST OF PRODUCTION - SABAH vs PEN M’SIA

Ref : Joseph Tek, ISP NATSEM 2010 - quoting MOPGC, Ling & MEOA

Palm Oil
Cost of Production
(pmt CPO)

Year 1987
Pen M’sia RM478 (MOPGC)

<>

Year 1997
Pen M’sia RM679 (MOPGC)

Year 2000
Sabah RM758 (Ling)

<>

Year 2010
Sabah RM1,445 (MEOA)
Pen M’sia RM1,434 (MEOA)

&

Today in 2022 ?

Location

Source
Year

MOPGC, 1967 & 1997
1987 1997

For Sabah
Ling, 2001
2000

For Sabah | For Pen, M'sia
MEQA,2009
FORECAST 2010

FFB Yild (tha
OER ()

Cost (RMIt FFB)
Estate (field)
Mil

Total
Cost (RM/CPO)
Estate

Mil

Total

209 21.2
na na

21.2
201

With MPOB cess & Sabah taxdlevy

20
225

180
200

CPO at RM2 400imt

225456
45

1,000+245
200

1,445

24043
44

1201413
200

1434




A GLIMPSE ON PALM OIL COST OF PRODUCTION - SABAH vs PEN M’SIA
Ref : Joseph Tek, ISP NATSEM 2010 - quoting MOPGC, Ling & MEOA

CPO PRODUCTION COST - 2010 Forecast

FFB Production

FFB Production Cost
Upkeep & Maintenance
Manuring

Harvesting & Collection
Dispatching

General Charges
Depreciation

Head Office Charges

Eg. Estate in Sabah

Eg. Estate in Peninsular

Forecast Price of Fertilizer in 2010

41,640
2,082
20
22.50%

RMI/t FFB RMIt/CPO

12,420
690
18

20.00%

RM/t FFB RMIt/CPO

20 90
96 428
38 169
12 53
22 98
i 78
19 84

20 102
101 506
41 205
20 100
36 180
4 20
iy 87

RM/tonne
MOP 1,700.00
AC 900.00
Kieserite 600.00
Rock Phosphate 720.00

Borate 2,100.00

224 1,000

1,200

MPOB Cess (RM13/t/ICPO)
Sahah State Tax (7.5%)
Sahah Levy on CPO (RM40)
Sabah Levy on PK (RM65)

Mill Processing Cost
CPO Transport

Total Cost

SOURCE :

Malaysian Estate Owners' Association (MEOA)
Annual Report 2009

TAXATION

» 17% vs 0.9%
Sabah PM’sia

ABOUT FERTILISER
(2019 - 2023f)

.... Factors : Interplay on
cut-back & incomplete
fertiliser applications amid
lower CPO price in 2019/20
& labour shortage,
increase in freight costs,
Covid MCO disruptions,
China export restrictions &
ban, Ukraine-Russia conflict
(dependance on gas),
importers cash-flow ...




www.thestar.com.my/business/business-
news/2022/11/19/planters-need-sustained-high-cpo-prices

Th St Limited yield growth despite increase in area y
e ar Ha Yield (1on\:1‘:sfha]

Area harvested
7,500,000 — —5.0

Planters need sustained high CPO prices

5,000,000 —
BHUPINDER SINGH

COMMODITIES 2,500,000 —

Saturday, 19 Nov 2022
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Daily price chart of crude palm oil futures contract on .... “The RM3,000 per tonne figure can be
Bursa Malaysia Derivatives considered as the new norm, as cost of

production for some plantation companies
is already at this level set against their
realised oil yields. There can still be a dip in
prices set against global supply-demand of
any commodity businesses as price takers
and not price makers —but perhaps not in
the foreseeable future.”

Breaking the RM3,000 level will also attract
| good demand, Tek adds

Source: Bloomberg TheStar graphics




A GLIMPSE ON MINIMUM WAGE INCREMENT IN MALAYSIA (2012-2022)

WARTA KERAJAAN PERSEKUTUAN

FEDERAL GOVERNMENT
GAZETTE

27 April 2022
27 April 2022
P.U. (A) 140

LAWS OF MALAYSIA

~ Act 732

NATIONAL WAGES CONSULTATIVE COUNCIL
ACT 2011

2012

2011
RM900

/month
West Malaysia

RM800

/month
East Malaysia

Establishment
of National
Wages
Consultative
Council

Source: NWCC

PERINTAH GAJI MINIMUM 2022

MINIMUM WAGES ORDER 2022

2014
RM900

/month

West Malaysia

RM800

/month

East Malaysia

2016
RM1000

/month

West Malaysia

RM920

/month
East Malaysia

2018
RM1100

/month

entire Malaysia

Increase
every 2 years

+12.5% t015%

+10% t019.6%

2020 2022

RM1200 | RM1500

/month

56 city councils
or mu_nlc.lpal
council cities

RM1100

/month
others

+9% +25% to 36%

Entire
Malaysia

% Increase over 10 years ( 2012 to 2022) : 67% tO 87. 5%




TOTAL ESTIMATED TAXES ON OIL PALM GROWERS, 2021

Estimates of Total Cess, Windfall Profit Levy, State Sales Tax and Income Tax for Year 2021

\IN0EY On Oil Palm Growers in Peninsular Malaysia, Sabah & Sarawak Based On Broad Parameters

5=Bx20.5%

Crude Palm Qil (CPO) Production

mtonnes

Pen.
Malaysia
9,847,022

4,362,698

3,907,820

Malaysia

18,117,540

Palm Kernel (PK) Production

mtonnes

2,598,137

956,791

862,791

4,417,719

Crude Palm Kernel Oil (CPKO) production

mtonnes

1,243,432

445,051

360,952

2,049,435

MPOB Cess (+RM2 to RM16 pmt CPO, RM16 pmt CPKO wef Mar 2021)

Windfall Profit Levy (based on CPO pirce, chargeable per tFFB)
{3% in Pen. M'sia threshold = RM2,500 pmt; 1.5% in Sabah/Swak threshold = RM3,000 pmt)

State Government CPO Sales Tax (7.5% for Sabah and 5% for Sarawak)
State Government CPKO Sales Tax (5% for Sarawak)

Sub-Total Cess, Windfall Profit Levy and State Sales Taxes

'‘Business Profit' = PBT assuming no WPL and State Sales Taxes
PBT net of WPL and State Sales Taxes

Effective Income Tax assumed at avg 22.5% (ie. 21% at SME rate of 17%)

(RM mil)

(RM mil)

(RM mil)
(RM mil)

(RM mil)

(RM mil)

175

1,444

76

67

318
2,351
108
4,768

47,314
42,863

9,644

66.9%

C=1to5

Grand Total Cess, Windfall Profit Levy, State Sales Taxes and Income Tax

(RM mil)

Caa13D

100.0%

le=c+A

Total Cess, WPL, State Sales Tax and Income Tax as % of ‘Business' Profit

(RM mil)

30.5%

Aggregrate assumptions

Average CPO price (MEOA estimates are underlined)

Average PK price (MEOA estimates are underlined)

Average CPKO price

Overall average all in cost of production (incl HQ, replanting costs)
FFB yield

(RM pmt)

(RM pmt)

(RM pmt)
(RM/ tCPO)
(tonnes/ha)

4,400.50
2,865.64
n.a.
2,300.00
16.24

4.442.73
2,518.88
n.a.
2,550.00
15.77

4,374.65
n.a.
n.a.

2,800.00

13.94

4,407.00
2,773.00
5,674.50

15.47




BIG PICTURE SUMMARY ON ESTIMATED TAXATION OF OIL
PALM GROWERS IN MALAYSIA, 2020 AND 2021

Table 2. SUMMARY [T]

Sk 2020 2021

CPO price RM/tonne
Tax & cess:
MPOB cess RM mil
WPL RM mil
State sales tax RM mil
Income tax RM mil
TOTAL RM mil

'Business Profit' RM mil

Tax/'Business Prof' - Pen Msia non-SME % 29.0%
Tax/'Business Prof' - Sabah non-SME % . 45.9% '
'‘Business Profit' per planted hectare RM/ha

Pre-tax ROl (RM80k/ha capital value
Planted area

« When CPO price was ‘more normal’ at * In Peninsular Malaysia, the extra tax burden is mainly
RM2,686/tonne in 2020, the tax burden on WPL. This pushed the overall tax burden for non-SME
Sabah non-SME planter; was 45.9% (compared ~ €States to 29.0% and 32.4% of ‘Business Profits’ in 2020

to 38.4% in 2021 when CPO price was and 2021 respectively.

RM4,407). This illustrates the painful effects of  « Taking capital values to be RM80,000 per planted hectare,
revenue-based sales tax in Sabah (and Sarawak  the returns on investments amounted to 3.7% and 10.3%
to a lesser extent). pre-tax in 2020 and 2021 respectively (national average).




WINDFALL PROFIT LEVY & CPO EXPORT DUTY (2021)
(SOURCE : MINISTRY OF FINANCE, FEDERAL GOVERNMENT)

PERINCIAN ANGGARAN HASIL KERAJAAN PERSEKUTUAN
DETAILS OF FEDERAL GOVERNMENT REVENUE ESTIMATES

KOD HASIL
(Revenue Code)

PENDAPATAN
2021
(2021 Revenue)

YEAR 2021

ANGGARAN
DISEMAK
2022
(2022 Revised
Estimate)

ANGGARAN
2023
(2023 Estimate)

RM

2.056,859,150

RM

3.450,000.,000

RM

2.010,000,000

Levi Buah Kelapa Sawit
Levy on Oil Palm Fruit

1,952,907 456

3.,337,905,000

1,800,000.,000

Lain-lain
Others

Cukai Tidak Langsung
Indirect Tax

62100 Duti Eksport

Export Duty

103,951,694

43.586.,432,156

2.,057.063.357

112.095.000

51,020.,400,000

2.200.000.,000

210,000,000

53.,001,000,000

1.450.000.000

62111

CPO |
Export Duty

Mentah
Crude Palm Oil

Minyak Kelapa Sawit

1.364.156 408

1.027.500.000

413.800.000

Petroleum Mentah
Crude Petroleum

Lain-Lain
Others

614.216.111

78.690.838

900,000,000

272.,500.000

850,000,000

186.200,000

Source : https://budget.mof.gov.my/pdf/2023/revenue/details.pdf
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MPOB CESS

SINCE 1 MARCH 2021
RM16 PMT CPO & CPKO
(> RM320 MIL/YEAR )

N




MPOB CESS ORDERS : EVERY RM1 IS ~RM20 MILLION CESS

Log

U N 89 L EAP ENVIRONMENTAL
environment OGRAMME About Technical Assistance
programme ceblatorm

Home / Countries / Malaysia /

Palm Oil Research and Development Act 1979 (No. 218)

https://leap.unep.org/countries/my/national-legislation/palm-oil-research-and-
development-act-1979-no-218

This content is exclusively provided by FAQO/ FAOLEX

@l@ Palm Oil Research and Development Act 1979 (No. 218)

Country Malaysia

Type of law | egislation

Source FAQ , FAOLEX

http://led.mpob.gov.my/wp-content/uploads/2016/12/Malaysian-Palm-Oil-Board-Act-
1998-Act-582.pdf

Established
in 1979

LAWS OF MALAYSIA
REPRINT
Act 582

MALAYSIAN PALM OIL BOARD
ACT 1998

Incorporating all amendments up to ! January 2006

WARTA KERAJAAN PERSEKUTUAN

Sé gV

s 2
v w4742

FEDERAL GOVERNMENT
GAZETTE

25 Februari 2021
25 February 2021
P.U. (A) 74

PERINTAH LEMBAGA MINYAK SAWIT MALAYSIA
(SES) (PINDAAN) (NO. 2) 2021

MALAYSIAN PALM OIL BOARD (CESS)
(AMENDMENT) (NO. 2) ORDER 2021

MPOB (CESS) ORDER 2021 = +RM2 @ MARCOP (1 YEAR)
+*" "*-., MPOB (CESS) ORDER 2019 = +RM1 AS GREEN FLIND

e

MI?_I]E‘(EESS) ORDER 2007 = +RM2 to RM30/>RM1a00 AS COSS
MPOB (CESS) ORDER 2001 = +RM4 AS POSF
MPOB (CESS) ORDER 2000 = RMi1

MALAYSIAN PALM OIL BOARD ACT 1998

BMaravsian Parm O Boarp (Cess) Oroer 2000
© o Im e)&ercise of the powers conferred by subsection 35(1) of the Malaysian Palm

Oil Board ‘Act 1998 [Acr 582), the Minister after consnitation with the Minister
-of Finance makecs the following order:

Citation and

1. (I} This order may. be cited as the Malsysian Palm Oif Board (Cess)
Order 2000,

(2) This Order shall come into operation on 1 May 2000.

Interpretation

2. In this Order, unless the context otherwise requires, “crude palm o0il” means
palm ocil in crude form originating or extracted from the pericarp of the oil
pailm fruit, and includes palm oil in crude form originating or extracted from
the kernel of the oil palm fruit.

Impeosition of cess

3. A person who produces crude palm oil shall pay to the Board a cess of
eleven ringgit in respect of every metric ton or part of a metric ton of crude

palm oil produced by him. A

Revocation

8. The Palm Oil (Cess) Order 1978 [P.U. (A) 372/78] and the Palm Qil
(Research Cess) Order 1979 [P.U. (A) 331/79] (in this Order referred to as the

“revoked Orders™) are revoked.




MPOB CESS ORDER (AMENDED) 2021
Effective 1 March 2021

LEMBAGA MINYAK SAWIT MALAYSIA

Kementerian Perusahaan Perladangan dan Komoditi
(Ministry of Plantation Industries and Commodities)
Ruj. Kami / Our Ret.
25 Februari 2021 ‘ P O & ‘ P K

Pk (EF) MPOB 01/2021

Ruj. Tuan / Your Ref

Semua Pemegang Lesen Kategori Kilang Buah Kelapa Sawit
Semua Pemegang Lesen Kategori Kilang Pelumat Isirung Sawit

Add RM2

PENGUATKUASAAN PERINTAH LEMBAGA MINYAK SAWIT MALAYSIA (SES) MARCOP

(PINDAAN) 2021 KE ATAS PEMEGANG LESEN KATEGORI KILANG BUAH KELAPA

SAWIT (MF) DAN KILANG PELUMAT ISIRUNG SAWIT (CF) (1 year since R&D and Reg u |atory
Dengan hormatnya saya merujuk kepada perkara di atas. Ma rch 2 1 to

2% Dimaklumkan bahawa, sebagaimana kuasa yang diperuntukkan di bawah seksyen RM3O m-il )
35 Akta Lembaga Minyak Sawit Malaysia 1998 (Akta 582), YB Menteri Perusahaan

Perladangan dan Komoditi setelah berunding dengan Menteri Kewangan membuat suatu
perintah berama Perintah Lembaga Minyak Sawit Malaysia (Ses) (Pindaan) 2021 NOW baCk to
[P.U. (A) 74/2021] yang mula berkuatkuasa pada 1 Mac 2021. MPOB

3. Perenggan 3 Perintah Lembaga Minyak Sawit Malaysia (Ses) 2019 [P.U. (A)
361/2019] adalah dipinda dengan menggantikan perkataan ‘empat belas’ dengan

perkataan “"enam belas”. Jumlah kadar ses minyak sawit mentah yang perlu dibayar mulai Pa I m OII PromOtlon Fu nd

1 Mac 2021 oleh seseorang yang mengeluarkan minyak sawit mentah adalah sebanyak
RM16.00 (Ringgit Malaysia: Enam Belas Sahaja) atas tiap-tiap tan metrik atau (MPOC & MPOCC)
sebahagian daripada suatu tan metrik minyak sawit mentah yang dikeluarkan olehnya.

Bersama-sama ini dilampirkan Pekeliling Penguatkuasaaan (Penguatkuasa) MPOB
01/2021 [Pk (EF) MPOB 01/2021] yang memperincikan peruntukan Perintah tersebut.

https://e-
lesen.mpob.gov.my/document/Pekeliling%?20Penguatkuasaan%20Perintah%?2
OLembaga%?20Minyak%?20Sawit%20Malaysia%20SES%202021%20ke%20ata
$%?20pemegang%?20lesen%?20kategori%20MF%20dan%20CF.pdf

m\'» e .7{;. \ ,
Green Fund

6, Persiaran Institusi, Bandar Baru Bangi, 43000 Kajang, Selangor, Malaysia. Tel. + 03 8769 4400 Fax = 03 8925 9446 www mpob.gov.my
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Reference

https://budget.mof.gov.my/pdf/2023/revenue/details.pdf

/ww.parlimen.gov.my/files/jindex/pdf/Jawapan%20Bukan%20Lisan%20(Bertulis).pdf

WPL

WINDFALL PROFIT LEVY

AN

Levy applied “uniquely” to oil palm growers,

based on CPO price and not on profits

(YEAR 2021 : RM1.9 BILLION )
( 1St HALF 2022 : RM2.1 BILLION)




WHAT IS WINDFALL PROFIT LEVY (WPL) OR TAX ?

A one-off tax on excess profits — Institute for Fiscal Studies (1997) vol. 18, no. 3, pp. 279-291

A piece of unexpected good fortune, typically one that involves receiving a large amount of
money — The Oxford Dictionary

One-off imposed upon an extremely rare historical event - in most countries, windfall taxes
for a particular sector occur only once throughout the nation’s history
The Malaysian Reserve

REST OF THE WORLL

1997 one off tax on private utility owners who had
purchased on the market at an extremely cheap price

+ Cut windfall profits resulting from EU’s carbon emissions

trading programme & promote progress to cleaner energy

***********
***********

R e Sharp increase in oil prices brought about by the oil crisis caused by
the OPEC oil embargo — oil shock where oil prices rose by 300%

tttttt

* Tax on refiners fuel profits when oil drops below USD40 per barrel.
Goes into a stabilisation fund aimed at reducing environmental pollution



WINDFALL
PROFIT LEVY

(%

G
\ N

LAWS OF MALAYSIA

REPRINT
Act 592

WINDFALL PROFIT LEVY
ACT 1998

Incorporating all amendments up to 1 January 2006

WINDFALL PROFIT LEVY ACT 1998

Date of Royal Assent... ... ... ... 28 December 1998

Date of publication in the Gazerte ... 31 December 1998

... TAXED BASED ON
CPO PRICE ie
REVENUE-BASED
AND NOT PROFIT
...proper implementation
as per the rest of the world
...need CONSISTENCY
and CERTAINTY

Changes in the Windfall Profit Levy affecting the Palm Oil Industry

Date

Threshold Price '

Levy Rate &Basis '

Jan 19997
17/12/2003°
1 July 2008°4°

15 July 2008°

Mar 2009°

Jan 2022

RM2,000

RM2,000
RM2,000

RM2,000

RM2,500 Peninsula
RM3,000 Sabah & Sarawak

RM3,000 Peninsula
RM3,500 Sabah & Sarawak

RM50 per tonne CPO and CPKO
WPL suspended / ceased to operate
Peninsule: 15% x (Matket Price' less Threshold Price) xtCPO or tCPKO

Sabah & Sarawak: 7.5% x (Market Price' less Threshold Price) xtCPO ortCPKO
Paid by mills and kernel crushers.
MPOB cess for Cooking Oil Subsidy Scheme abolished

Pennsula: 3% x (Market Piice less Threshold Prce) x tFFB

Sabah & Sarawak: 1 5% x (Market Prce less Threshold Price) x tFFB
Levy collected per tonne FFB with smallolders exempted.

Levy callected per tonne FFB with smallnolders exempted.
Levy rates of 3% in Peninsula and 1.5% in Sabah & Sarawak.

Levy callected per tonne FFB with smallholders exempted.
Levy rates of 3% in Peninsula, Sabah & Sarawak.

4

2 Winafall Profit Levy Act 1998 31 December 1998

3. Joit memorandum fo YAB The Prime Minister from paim ofl associations in Malaysia, Review of the Windfall Profit Levy on the Malaysian palm of ndustry, 23 Febmary 2011

{, Threshold and Market Prices are based on the monthly national average price of CPO or CPKO published by the Malaysan Palm Of Board.

4 Windfall Profit Levy (CPO and CPKO) Order 2008, http://www.customs. gov. my/en/pg/Pagesipg_levy.aspx

3 News httos:/fwww.malaysianbar. o my/article/news/legak-and-general-news/general-news/oilpalm-companies-to-pay-windfall{ax-from-uly-1
) .| Ga-and-g g P p 1a) ul)
6. MPOB news "Windfall Tax On Oif Palm To Involve 3,661 Plantations”, 16/7/2008. httos:beni mpob. gov my/news/detad php? u=5211

1. Windfall Profit Levy (Ol Palm Frutt) (Amendment) Order 2009, 10 March 2009. htp-//comtaxmy. blogspot com/2008/03windfal-omfit-levy-oil-palm-fuit_10. him
8 Windfall Profit Levy (Oil Palm Frut) (Amendment) Order 2021, 21 December 2021.




JOINT MEMORANDUM FOR WPL REVIEW IN 2011

RESTRICTED & CONFIDENTIAL

JOINT MEMORANDUM TO YAB THE PRIME MINISTER
FROM PALM OIL ASSOCIATIONS IN MALAYSIA

REVIEW OF THE
WINDFALL PROFIT LEVY ON
THE MALAYSIAN PALM OIL INDUSTRY

Malaysian Palm Oil Association (MPOA)

Malaysian Estate Owner's Association (MEQA)

East Malaysia Plantation Associations (EMPA)

Sarawak Qil Palm Plantation Owners Association (SOPPOA)

23 February 2011

Table 3: Ghange in Threshold Price & Basis and Abolition of WPL

i“‘(Er: _ _{'Thmsﬁm T

Regions | Prices
Existing WPL |
Peninsula | RM 2,500
Sabah/Sarawak | RM 3,000

L;y Rate
| Market Price Basis

o % Menthly Market Price less Threshald Price |

Proposed WPL l
Phase 1 |
Peninsula | RM3,500
Sabah/Sarawak ! R4, 000

I
| 5% % Monthly Market Price less Threshold Price

15% x Annual Market Price less Threshold Price
7.5% x Annual Market Price less Threshald Price
i Exempfion: Newly developed plantations legs

i than B 5,eals. old.

\V/

Dato’ Abd Wahab Maskan
Chairman
Malaysian Palm Oil Association

(MPOA)

o
BMEOA

Mr Boon Weng Siew

Chairman

Malaysia Estate Owners Association
(MEOA)

Haji Othman Walat

Chairman

East Malaysia Planters Asscciation
(EMPA)

Datuk Abdul Hamid Sapawi
Chairman
Sarawalk Qi Palm Plantation Owners

Association (SOPPOA)




Why no WPL on glove companies which made super-normal profits from pandemic?

malaysia.news.yahoo.com
/generous-donations-

~ - substantially-smaller-
o 000000 , windfall-020200628.html

TAXATION Potential windfall tax levy for glove makers
The Star

Tuesday, 18 Aug 2020 18 Aug 2020
‘ Dr Veerinderjeet Singh, MIA President

Will the taxman target glove companies?

gysighkini - Koh Jun'li

www.theedgemarkets.com/article/top-glove-hartalega-and-supermax-confirm-
donationS‘govtS'rm400'mi|'COVid19‘fund 'Generous donqtions' su bsta ntiq"y < 100/0

Budget 2021 smaller than windfall tax would have
Kossan, Top Glove, Hartalega and Supermax been

confirm donations to Govt's RM400 mil COVID-19 @ s | 4 NOV 2020 | [ralaysiakin

"If you look at the numbers, the government would have

earned something like RM4.8 BILLION from these
companies. The loss seems quite staggering between the
www.theedgemarkets.com/article/dewan-rakyat-passes-amendments- donation and legitimate demand for taxation?“. He agreed.

ity ) e themalaysianreserve.com/2020/11/09/rm400m-is-
13 Oct 2021 one-off-donation-not-a-windfall-tax-substitution/

fund 6 Nov 2020

Parliament (Updated)

Windfall tax bill passed by MPs; MoF says no plans \6 ;No\\; 2(’)26' o omens e e s

: , Mﬁiégsiah Reserve
to Impose |evy on gIOVE Companles HEEEDGE" RM400m is one-off donation, not a windfall tax

MARKETS substitution

MAKE BETTER DECISIONS

Syafigah Salim / theedgemarkets.com 0 O @ o 9
October 13, 2021 00:03 am +08




WHY EAST MALAYSIAN OIL PALM GROWERS
ARE NOT HAPPY WITH WPL EFFECTIVE 1 JAN 2021 ?

Palm oil growers from Sabah and Sarawak are crying foul over
what they deemed to be the unjust doubling up of the windfall
profit levy rate from 1.5% to 3% to be imposed on those who
operate in the two states, as proposed under Budget 2022.

Budget 2022
Sabah, Sarawak palm oil players cry foul over

doubling of windfall profit levy rate

THFEDGE"
Syafigah Salim / theedgemarkets.com MAR KE Ts

October 31, 2021 14:25 pm +08 _—
MAKE BETTER DECISIONS

I We Choose Sarawak I

ﬂ iy

Oil palm windfall profit levy threshold
in Sarawak, Sabah to be increased to
RM3,500, levy rates adjusted to 3pct

MPOA APPEAL TO FEDERAL GOVT IN BUDGET 2023

PROFIT vs REVENUE - SUSPEND WPL ?

. REVERT TO LOWER RATE FOR EAST MALAYSIA IN
VIEW OF SST

. CHANGE TO HIGHER CPO PRICE THRESHOLD
RECHANNEL WPL TO INDUSTRY eg. GREEN FUND

vy
(mt Windfall Profit Lewy (WPL) on East Malaysian Oil Palm Growers

Peninsular Malaysia:- Benefitted from threshold
change from RM2,500 to RM3,000 at 3% levy rate

From 1 Jan 2022
RM3,500 threshold
and 3% rate

Prior to 1 Jan 2022
RM3,000 threshold and
1.5% rate

000 0 30 400 0 400 5000 500 6000 600
0 15 15 105 ‘ f 55
0 0 15 Kl - - I Ell

oy oyt




SST

STATE SALES TAX

(SABAH & SARAWAK)
YEAR 2021 SST
SABAH ~-RM1.4 BILLION

\ SARAWAK ~RM1 BILLION




MALAYSIA AGREEMENT 1963 (MA63)

No. 10760

UNITED KINGDOM OF GREAT BRITAIN
AND NORTHERN IRELAND
and
FEDERATION OF MALAYA,
NORTH BORNEO, SARAWAK
and SINGAPORE

Agreement relating to Malaysia (with annexes, including
the Constitutions of the States of Sabah, Sarawak
and Singapore, the Malaysia Immigration Bill and
the Agreement between the Governments of the
Federation of Malaya and Singapore on common
market and financial arrangements). Signed at London
on 9 July 1963

Agreement amending the above-mentioned Agreement.
Signed at Singapore on 28 August 1963

Authentic texts of the Agreement: English and Malay.
Authentic text of the annexes: FEnglish.
Authentic text of the amending Agreement : English.

Registered by the United Kingdom of Great Britain and Northern Ireland
on 21 September 1970.

law passed by virtue of the item, save as provided by federal or State
law.

(3) The Legislature of a Borneo State may also make laws for
imposing sales taxes, and any §ales taX imposed by State law in
a Borneo State shall be deemed to be among the matters enumerated
in the State List and not in the Federal List; but—




SARAWAK STATE SALES TAX (SST) ON PALM OIL

Since 1998, the Sarawak Sales Tax imposes a
2.5% tax rate on CPO prices above RM1,000 pmt

| Doppa §ppeals to Sarawak govt for CPO sales tax review

and 5% for prices above RM1,500 pmt

SARAWAK GOVERNMENT GAZETTE
PART Il

Publishe rity

Vol. LIII 5th September, 1998

Swk. L.N. 79

THE STATE SALES TAX ORDINANCE, 1998

THE STATE SALES TAX
(TAXABLE GOODS AND RATE OF TAX) ORDER, 1998

{Made under section 13(1))

In exercise of the powers conferred by section 13(1) of the State Sales Tax
Ordinance, 1998 [Cap. 25], the Majlis Mesyuarat Kerajaan Negeri has made the
following Order:

Citation and commencement

1.  This Order may be cited as the State Sales Tax (Taxable Goods and
Rate of Tax) Order, 1998, and shall come into force on the Ist day of October,
1998.

Interpretation
2, In this Order—

“import” means to bring in or convey into Sarawak by land, sea or air,
from within (including Malaysia Free Trade Zone) and outside Malaysia;

KUCHING: The Dayak Oil Palm Planters Association (Doppa) is urging the
Sarawak government to review the sales tax on crude palm oil (CPO) due to a

drop in prices.

In a statement issued yesterday, the association said it hoped for the government
to restructure the sales tax by increasing the threshold level of the CPO price band

and lowering the tax rate.

It proposed for the tax rate to be reduced to 1.5 per cent should the CPO price be
above RM2,000 and below RM2,500 per tonne; 3.5 per cent if the price was
RM2,500 and below RM3,000 per tonne; and five per cent if the price was RM3,000

and above per tonne.

)Sarawak to review SST on
crude palm oil

SARAWAK OIL PALM
PLANTATION OWNERS

° °@°° Y AS.SOCIATION

soppoa




SABAH STATE SALES TAX (SST) ON CPO

YEAR 1999
RM50 PMT CPO

SABAH, MAY AYSIA

Warta Kerajaan

‘Tambahan Kedua

Diterbitkan dengan kuasa

KOTA KINABALU, KEVAMI§, U-APRIL 1999

1Mo IPBN. (S). 1509/15 Vol. XTI/(74)
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EAST MALAYSIA’S SST ON PETROLEUM PRODUCTS

Sabah has earned RM800mil in sales tax on
petroleum products so far this year: Masidi

DURIE RAINER FONG (o Ban
00000060 1
Y B PCHIANE T  JTVRTTT Y
N 7

SABAH & SARAWAK

Tuesday, 19 Jul 2022 e . < PELANCARAN

— | | RAKYAT

N \
First half 2022 : RM808 MILLION

KOTA KINABALU: Sabah has collected RM808mil in state sales tax (SST) on petroleum
products so far this year, says Datuk Seri Masidi Manjun.

www.thestar.com.my/news/nation/2022/07/19/sabah-
has-earned-rm800mil-in-sales-tax-on-petroleum-
products-so-far-this-year-masidi

Oil and gas: Sarawak has collected RM8.52bil in
sales tax since 2019, says Uggah

— e

N L s

Year 2021 : RM2.5 BILLION
First quarter 2022 : RM813 MILLION

www.thestar.com.my/news/nation/2022/05/26/oi
I-and-gas-sarawak-has-collected-rm852bil-in-
sales-tax-since-2019-says-uggah

REVIEW THE SST RATE AS PER PETROLEUM PRODUCTS SST (SABAH)
AND CHANGE TO HIGHER CPO PRICE THRESHOLD
IN VIEW OF PRESENT CPO COST OF PRODUCTION
and to promote invest/reinvest eg ESG, replanting etc




HRDC

HUMAN RESOURCE
DEVELOPMENT CORP
1% LEVY ON PLANTATION

N

Note : HRDF = HRDC or PSMB




HRDC LEVY INCLUSION OF PLANTATION SECTOR EFFECTIVE 2022

SOLIDARITY AMONG PALM OIL RELEVANT STAKEHOLDERS ON COMMON ISSUES

Home / Economy | News | Revise HRE ge ociatio MALAYSIA CORPORATE  PCLITICS & GOVERNMENT G Select Language

Plantation groups voice opposition to HRDF Levy
inclusion, call for engagement

(f IwlOlin[< ]S

0 XR-ABOK

MALAYSIA  CORPORATE (5 Sekct Language | ¥

Plantation associations oppose sector's inclusion
in HRDF Act

Arjuna Chandran Shankar / theednemarksts.com < -lacs by v -: i ; ‘f. : '-'Y’ y , g I"eedcze'mrkeLg
.--- --:-'- - “. o 00@®OO
March 24, 2021 14:48 pm +03 e i
S JAF

KUALA LUMPUR (April 7): Twelve plantation groups today voiced their opposition to the
government's decision to order the plantation sector to contribute 1% towards the Human

Resources Development Fund (HRDF) Levy.




PSMB (HRDC) LEVY (AMENDED) ORDER, 2021

“JADUAL PERTAMA

WARTA KERAJAAN PERSEKUTUAN (Subseksyen 1(2) dan 15(1)]

5 FEDERAL GOVERNMENT BAHAGIAN I
26 Februari 2021 GAZETTE

26 February 2021

P.U. (A) 84 (1) (2)

Kelas Majikan Industri

PERINTAH PEMBANGUNAN SUMBER MANUSIA BERHAD
(PINDAAN JADUAL PERTAMA) 2021

Majikan  yang mempunyai Pertanian dan perladangan
sepuluh orang pekerja atau lebih

PEMBANGUNAN SUMBER MANUSIA BERHAD Perternakan dan perikanan
(AMENDMENT OF FIRST SCHEDULE) ORDER 2021

Perhutanan dan pembalakan

'Tn'
2'% % I'RDCORP Number of Malaysian employees Imposed rate of HRDF Levy

N RESOURCE DEVELOPMENT CORPORATION

SUMBER MANUSIA

10 or more Malaysian employees 1 % of the monthly wages o
PEMBAYARAN LEVI C .
their Malaysian employees
0.5 % of the monthly wages of each
of their Malaysian employee




MTLM

MULTI-TIER
LEVY MECHANISM
(AS PER BUDGET 2023 )

N




MULTI-TIER LEVEL MECHANISM (MTLM) FOR OIL PALM SECTOR

Why MTLM?
To reduce dependency of forelgn workers Multi-tiered levy system for foreign workers'

1e recruiting locals and promote mechanisation recruitment not feasible for plantation sector, says
MPOA

Impact of multi-tiered levy TR o0

00000000 [

PETALING JAYA: The plantation and construction sectors, which have large foreign
Monday, 10 Oct 2022 worker workforces, will be facing higher costs next year with the multi-tiered levy
system for foreign workers under Budget 2023.

PLANTATIONS

Under the system, companies with high numbers of foreign workers will be charged e 3 "9 \"/ Malaysian
: & W4 Palm Oil

ME®A Association

higher levy rates.

The government has proposed to channel the increased levy revenue to support

employers in automation initiatives to reduce dependence on foreign workers.

Meanwhile, there will be strong economic multiplier effects from the billions allocated

for education and housing related infrastructure initiatives. Next year, RM2.3bil will be

allocated to make sure students enjoy a conducive and safe learning environment

compared with RM1.7bil for 2022. 7 ' -
ADVERTISING KUALA LUMPUR (Oct 7): The 1ent’s intention i lement a multi-tiered levy

n workers' recruitm nay not be feasibl he plantation sec

Malaysian Palm Oil Association (MPOA)

Adding salt to wound: MPOA pans multi-tiered levy system as unfeasible

It will place unnecessary pressure on cost of plantation operations, says chief exec

Updated 4 weeks ago - Published on 08 Oct 2022 7:10PM

44
Shares




MULTI-TIER LEVEL MECHANISM (MTLM) FOR OIL PALM SECTOR

Option 1
(ILMIA, MOHR)

=

Option 2
(MPIC)

=

Option 3 Hybrid Model
(Multi-Tier) / ILMIA,MOHR

=

Industry Counter Proposal
(Incentivise & Phased Approach)

Dependency Ratio

Sector Ceiling (“DRC”)

Dependency Ratio
Ceiling (“DRC”)

Dependency Ratio
Ceiling (“DRC”)

Levy
(RM)

Oil
Palm

81.8% of Total
Workers

(Pen.
M’sia)

Tier 1: 1:12 Ha

Tier 2: 1:10 Ha

Tier 3: 1:8 Ha

Tier 1: <45% 640

Tier 2: >45% to <65 1,200

Tier 3: >65% to
<81.8%

1,950

Land: Labour Ratio

Levy
(RM)

Tier 1: 1:16 Ha 256

Tier 2: 1:14 Ha 384

Tier 3: 1:12 Ha 512

Tier 4: 1:10 Ha 576

Tier 5: 1:8 Ha 640

(Base Levy)

81.8% is the total number
of foreign workers
permissible

Institute of
Labour Market
Information
and Analysis
(ILMIA) under
MOHR

MULTI-TIER LEVY
MALAYSIAN
CASE STUDY

Ratio is to determine
permissible number
of local and foreign workers

DRC percentage is to be
used with a Land-Labour
Ratio to determine
permissible number of
foreign workers

Note: Current deliberations on the Plantation sector is pertaining
to only Peninsular Malaysia. Note for Sabah & Sarawak -

which are currently regulated based on Land-Labour ratios of 1:6
Ha and 1:7 Ha at a levy rate of RM590 in the Oil Palm sector.

KEY POINTS

To utilise the existing Land-Labour
Ratio of 1:8 Ha (i.e. one worker to 8
hectares of land) for the Oil Palm
sector

To use a levy amount of RM640 per
foreign worker as the ‘Base Levy’
for the Oil Palm sector.

To decrease, or discount, the levy
amount from the ‘Base Levy’
(RM640) to incentivise and reward
companies which improve their
efficiency and productivity

In the future, the ‘Base Levy’ could
be raised to penalise the laggards
which have not moved up the
productivity ladder




IMPORT
DUTIES

\ MECHANISATION MACHINERIES




TAXATION ON IMPORTS OF PLANTATION MACHINERIES

Call for exemption & waiver to promote mechanisation in the plantation sector?

THE MALAYSIAN TRADE
CLASSIFICATION AND CUSTOMS
DUTIES ORDER

ALL AMENDMENTS UP TO 1 JUNE 2022
* IMPORT DUTIES « EXPORT DUTIES
*SALEST IMPOET LICENCE {AF)

* EXPORRT LICENCE (AF) » EXCISE DUTIES

FRICE: RM3.00
U BLIS [ A KD PRINTILR Bz SIS P BLISHEHS S5 I,

MACHINERIES USED IN PLANTATION
SECTOR

HS CODE

IMPORT TAXATION

1. MOTOR GRADER

8429.20.0000

Import Duty : 20%

SST: Nil

Form E: 5%

Form E: Imports under ACFTA
(ASEAN-China FTA)

8429.52.0000

Import Duty : 5%
SST: Nil
Form E: 5%

8430.61.0000

Import Duty : 10%
SST: Nil
Form E: 5%

8429.59.0000

Import Duty : 10%
SST: Nil
Form E: 5%

5. ALL TERRAIN VEHICLE (ATV) &
UTILITY TACTICAL VEHICLE (UTV)

Source : Agriculture Machinery Provider, 2021

8703.21.4200 - CBU
CBU (Complete Built-Up)

Import Duty : 10%
SST: 10%
Excise Duty: 65%
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PAT

ON PLANTATION
(ESTATES & MILLS )

AN

PROPERTY ASSESSMENT TAX




PAT ON MILLS : ONCE UPON A TIME IN SABAH (2019)

Estate owners laud Sabah’s decision not to impose tax

Sabah planters happy with no property [HEEDGE"

. MARKET
assessment tax on palm oil mills MAKEBBTTERDEC,SIDNSS

theedgemarkets.com / theedgemarkets.com
May 12, 2019 18:35 pm +08

teSundaily

Sabah gets praise after decision not to
implement property assessment tax

~NEW —
12-05- 2019 09:55 AM SFI‘R_\I'I s TH\ ] LS

Oil palm folk glad proposed property tax cancelled

By Jeffery Ong - May 27, 2019 @ 10:15pm
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SUMMARY

AN

CONCLUDING DISCERNMENT




HISTORY LESSON FROM COCOA (1950s-1970s)
CALLS FOR PRUDENT POLICIES & ADMINISTRATION ON COMMODITIES

Commodity : Price taker, high capitalisation, long-haul, reinvestment, social-economy etc

GULLAPSEUE =
SHANA'S COCONSECTOR [0
N ‘ "

) | ol |

RS S et e N

“If you want to send your
children to school, it is cocoa
If you want to build a house, it is cocoa
If you want to marry, it is cocoa
If you want to buy cloth, it is cocoa
If you want to buy a lorry, it is cocoa
Whatever you want to do in this world
It is with cocoa money that you do it.....
Ghanaian 1950s high-life tune

124

™ ee and cocea prices 1900-1998
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Source: World Bank data.
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WHY PALM OIL FOR MALAYSIA ?

APPRECIATE THE BLESSED MULTIPLIER-EFFECTS AND SPIN-OFF ECONOMIES
.... AN INTER-TWINED SUPPLY-CHAIN OF VALUE-ADDING & JOBS
.... NATIONAL RECOVERY POST COVID-19
.... POVERTY ERADICATION ESPECIALLY RURAL ECONOMIES
.... CONTRIBUTION TO GOVERNMENT COFFERS ....
.... MODEL OF SHARED PROSPERITY

&

PLANTATION AND COVID-19 MCO
% The Plantation Industry have beenthe ONLY INDUSTRY that
“‘ Stood Strong through all the financial Crisis from the 1980s, 90s,
2000.
It held the Malaysian Economy togetherthrough the Recession
inthe 1980s , The Asian Financial Crisis, The Sub Prime Crisis

2007 and now the Covid 19 Pandemic.
CONSUMER
PROCESSING

irs n ties orts " o o
UPSTREAM MIDSTREAM nsurance ulking rap Ol With the Plantation spread over 6 million Hectares throughout

PLANTATION PROCESSING ik . PROCESSING ‘ anking . Non-Food indl % T g )
Estates/ : Mills/ Refineries kg il Malaysia , the multiplier effectis so vast that community,,

Smallholders et b Kernel Crushers Oleochemicals Biodiesel Plants i i i
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IMPORTANT NUMBERS TO REMEMBER

650,000 4,000,000

.. livelihood of smallholders people involved w1th dependents
in MALAYSIA excludlng the multiplying & spin-offs
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Source : MPOB, MPOC, MPIC & MEOA




SIGNIFICANCE OKRM14 BILLION ESTIMATED TAXES
FROM THE MALAYSIAN OIL PALM GROWERS IN YEAR 2021 ?
https://www.thestar.com.my > nation » 2019/10/12 > dr...
RM416mil allocation to be used for building clinics, new hospital

12 Oct 2019 — "On average, it costs abouf{RM1.2mil per bed b build a hospital," he said. "A
50-bedded hospital could cost about RM80mil while a 100-bedded ...

OIL PALM GROWERS’
TAXES OF RM14 BILLION

IN YEAR 2021

116 @ 100-BEDDED

GOVERNMENT HOSPITALS
( 9 HOSPITALS / STATE / YEAR )




VALUE ADDITION & DISTRIBUTION FROM OIL PALM COMPANIES

MODEL OF SHARED PROSPERITY

LOCAL COMMUNITIES

AND SPIN-OFF ECONOMIES
(EVIDENT DURING COVID-19 MCO)

Distribution of Total Value Added (“TVA”)

. 38.6%

Employees

28.2%

Capital
Providers

Taxes and
Cess

11.3%

Example :

VALUE ADDED

Revenue

= Purchases of goods & services

131.3.2018 31.3.2017
| RM’000

747,217
(372,101)

RM’000

753,711
(331,830)

Total value added

375,116

421,881

DISTRIBUTION

To employees

« Employee benefits expenses

To governments

Reinvestment

= |lncome tax expense
« Sabah sales tax

s MPOB cess

= Windfall Profit Levy

To providers of capital
= Dividends
« Finance costs
+ Interest expense
» Foreign exchange differences
on borrowings
+ Adjustment on long term
receivables under FRS139

« None Ninc i |

Retained for future reinvestment

& growtn

144,787

33,249
24,514
2,019

61,641*
23,096

23,460

(2,591)

64,941

133,442

51,976
27,814
1,948
310

44,029*

16,592

1,364

5,865
1,458

137,082

375,116

421,881




WHY PALM OIL FOR THE WORLD ?

MULTITUDE OF BENEFITS & VALUE PROPOSITION FOR ALL
=21

The FDA’s Take on the & : . - 4

Benefits of Olive Oil 26 BILLION 1.412 BILLION

TOTAL NS

2.838 BILLION PEOPLE
UN, Year 2022

2 tablespoons (~23 g) of palm oil per day per
person for just CHINDIA will require
additional >24 million tonnes of palm oil
per year, “unattainable” by Malaysia’s
present total annual palm oil production

MEES> 1, COBRA EFFECT ON PALM OIL

‘ Cobm ..when attempted solutions result in unintended consequences

\“?\'f.\.:&,‘ E]fect I Removing palm oil from the global food supply-demand equation

will only lead to devastating consequences for the world.

11/
VAR




FORTIFYING THE ‘TIME-TESTED’ PALM OIL SECTOR
DON'T KILL THE GOOSE THAT LAYS THE GOLDEN EGGS

——

OIL PALM “The art of

A taxation consists -

of plucking the
goose SO as 10

obtain the most

feathers with the
least hissing.”

— Jean-Baptiste . /%= o

Colbert DA 3,

ALL STAKEHOLDERS
INCL POLICY MAKERS

... RECOVERY eg workers e mlu
... REINVEST eg replanting OUDCET . : -
...COMPETITIVENESS, Yy
UM OR SIS

| .MARKETACCESSIBILITY [> St ;
& SUSTAINABILITY - . WITHOILPALM




PARTING WORDS ON TAXES

f]ﬁ In this world, nothing can
be said to be certain

except Death

Bemjamin Franklin, soemp fram aloner o Jran-Sageste Loroy
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PORAM ANNUAL FORUM 2022 |
@ SHAPING OR SHAKING THE INDUSTRY: POLICIES, REGULATIONS AND \’
THEIR IMPACT ON THE PALM OIL INDUSTRY
PORAM 28 November 2022, One World Hotel, Bandar Utama, Petaling Jaya MPOZA

SA] MINYAK SAW
MALAYSIA

A Taxing Matter : The Continuous Conundrum in the

Malaysian Palm Oil Industry

Joseph Tek Choon Yee
Chief Executive - Malaysian Palm Oil Association (MPOA)
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