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Commission was set up in 1907 to investigate the problem and this resulted in the 

abolition 
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whether it was imperative or vital. He was asked whether income would be a 

practicable basis for taxation, and if his conclusions were that income would be a 
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was formed, the move towards harmonisation of the taxation systems continued for 

the remaining three territories of the Federation of Malaysia.  The income tax statutes 

of the Federation of Malaya (1947), and of the States of Sabah (1956) and Sarawak 

(1960) were subsequently repealed by the current Income Tax Act (1967) (Act 53), 

that has applied to Malaysia as a whole from the year of assessment of 1968 

(Subramaniam & Teo, 1989).   

Finally, based on the preceding discussion it is clear that the development of tax laws 

in Malaysia has been dramatically impacted on by British colonisation.  Malaysian 

case law also reflects these same British principles, along with judicial decisions from 

other Commonwealth countries including Australia.  Although such judicial decisions 

are not binding on the Malaysian judicial system, they nevertheless have had 

persuasive authority (Singh, V., 1993), and have thus contributed towards the 

development of tax principles and practices in Malaysia.  Although the Federal Court 

in Malaysia is currently the final court of appeal, it is pertinent to note that prior to 

1985, the London based Judicial Committee of the Privy Council was the final court 

of appeal in the Malaysian hierarchical judicial system.  However, for criminal and 

constitutional cases, effective 1978, appeals to the Privy Council from the Federal 

Court of Malaysia were abolished.  Appeals in civil cases to the Privy Council 

continued until 1985, after which such appeals were abolished. However, the abolition 

does not affect the doctrine of binding precedents in respect of past decisions of the 

Privy Council, which continue to bind all courts in Malaysia below the level of the 

Federal Court.  Since the Malaysian Federal Court is now the final court of appeal, the 

Privy Council’s decisions are considered as persuasive only. 

It is noted that there were tax cases among the appeals to the Privy Council, though an 

analysis of these cases is beyond the scope of this article. Among the landmark 

Malaysian tax cases decided by the Privy Council were American Leaf Blending Co. 

Sdn. Bhd v DGIR [1979] 1 MLJ 1; River Estates Sdn. Bhd. v DGIR [1984] 1 MLJ 1; 

AP v DGIR (1950 – 
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if any, consideration of the jurisdictional context in which it was to apply, either in 

terms of needs or suitability.   

This desire to transplant the British Colonial Office’s Model Income Tax Ordinance 

throughout the colonies appeared to be based on the notion of ‘one size fits all’ and 

failed to consider cultural or societal differences (Likhovski, 2011); or even basic 

governance principles.  Moreover, the processes and capacities of tax administration 

(i.e. to apply the law properly and fairly) appeared to have been assumed to be equally 

attainable and this seems to be quite unreasonable in the case of Malaysia, at least 

immediately post World War II.  Indeed, perhaps this is the most important lesson to 

be learnt from reflecting on the tax history of Malaysia.  Having appropriate statute in 

place is essential, but broader support for tax laws and greater transparency in 

governance are important if voluntary compliance is to be maximised (Loo et. al., 

2012).  Society expects government revenue to be well spent and for officials, 

including tax administrators, to be above and beyond corruption.  Trust is a key 

element in successful modern day tax systems, and Malaysian tax history provides 

many examples of the unfortunate consequences that can arise when trust is lacking 

and power is over exerted.   

Finally, the extent to which British colonial influence on other colonies has varied 

from that of Malaysia could indeed be a fruitful area for further research.  It may well 

clarify the degree to which cultural issues or perhaps socio-economic factors play a 

major role in the degree of acceptance of colonial taxation laws and the success in 

their implementation across other parts of the Commonwealth.     
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APPENDIX I: FEDERATION OF MALAYSIA: CHRONOLOGY FROM BRITISH INFLUENCE AND RULE TO INDEPENDENCE  

Straits Singapore 
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