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property investing

Stricter requirements for property buyers
By  K h a i r a n i  a f i f i  n o o r d i n

The proposed amendments to the Stamp 
Act 1949 will see more stringent require-
ments imposed on property buyers. 
This includes the introduction of a self- 
assessment system, upfront payment of 
ad valorem duty on contracts for the sale 

of property and an exponential increase in the 
penalties for late stamping.

One of the more significant changes proposed 
in the Stamp (Amendment) Bill 2016 — which 
was tabled for first reading in parliament on  
Nov 23 last year — is that the ad valorem duty must 
be paid before the sales and purchase agreement 
(SPA) is signed. Under the current Act, the duty 
is paid in the later stages of the property-buying 
process. 

Ad valorem duty is one of two stamp duties pay-
able in the country, apart from fixed duty (RM10). 
Unlike the latter, the ad valorem duty depends on 
the type and value of the instrument, be it prop-
erty, stock or marketable securities. 

Shawn Ho, partner at legal firm Donovan & Ho, 
says property buyers will have to be more aware of 
their stamp duty obligations once the bill is passed. 
“The normal sequence of a transaction is that the 
parties come together, agree on the terms of the SPA 
and sign it. Then, the purchaser applies for a loan. 
After the loan has been secured, the bank makes 
the payments. Only after two to three months is 
the instrument of transfer stamped with ad va-
lorem duty.

“But under the proposed amendments, the SPA 
will be the instrument that has to be stamped with 
ad valorem duty. That means purchasers will have 
to prepare the money needed for this even before 
they sign the agreement.” 

The proposed amendments have caused a stir 
among local property developers, who in the past 
had offered to absorb the stamp duty for the SPA, 
says Sunita S Sothi, partner at legal firm Zaid Ibra-
him & Co. “Normally, most developers offer to pay 
your legal fees and stamp duty for the SPA. Some 
buyers do not realise that payment of stamp duty 
on the SPA refers to the RM10 duty payable on each 
copy of the SPA. Under the proposed amendments, 
the ad valorem duty will have to be paid upon ex-
ecution of the SPA, which will now carry the ad 
valorem duty based on the value of the property 
and not a nominal sum. This will be the first ex-
pense a buyer needs to pay upon execution of the 
SPA and banks will not release a loan until the 
documents evidencing the purchase have been 
properly stamped.

“This may hit property flippers the most be-
cause they have to take this amount into account 
when acquiring properties. Some flippers tend 
to buy condominium units and request that the 
developer transfer the property directly to the 
third-party buyer who bought the unit from them. 
The flippers are able to do this and avoid paying the 
stamp duty because it used to take a considerable 
time for the strata titles of condominium units or 
apartments to be issued. With the amendments, 
property flippers will have to pay in advance. So, 
this will greatly impact them. Developers that 
have agreed to pay the stamp duty on the SPA will 
have to rethink and reword their brochures and 
promotional packages or budget for this payment 
of ad valorem duty.”

Those who have signed the SPA and paid the 
ad valorem duty but are unable to secure a loan 
can choose to terminate the agreement (in ac-
cordance with the terms of the agreement) and 
get a refund from the stamp office. But buyers and 
developers need to understand that refunds may 
take a while. Sunita advises buyers to include the 
ad valorem duty cost in their purchasing budget 
when the amendments kick in to avoid any cash 
flow disruptions.

Under the current Act, property purchasers incur 
ad valorem duty on every RM100 of the property 
price. Buyers are charged RM1 for every RM100 
on the first RM100,000, RM2 for every RM100 be-

Stamp act penalties
Offences Penalties under the current act PrOPOsed Penalties

Obstruction/refusal to permit entry; refusal to produce 
instrument, book, account, record or other documents; and  
failure to provide reasonable facilities and assistance to the 
collector (s.3a)

rm250 rm10,000

For registering any instrument of transfer that is not duly 
stamped in accordance with s.4a(2) of the act (s.4a)

rm250 rm1,000

Failure to comply with conditions imposed on the licence issued 
under subsection (2) for franking of certain instruments (s.8)

Not less than rm4,000 and not more than 
rm10,000

Not exceeding rm10,000

For cheques drawn out of malaysia that have not been  
duly stamped (s.43(5))

If the instrument is stamped within three 
months after the time for stamping: rm25 
or 5% of the amount of the deficient duty, 
whichever sum is greater.

If the instrument is stamped later than three 
months but not later than six months after 
the time for stamping: rm50 or 10% of the 
amount of the deficient duty, whichever 
sum is greater.

In any other case: rm100 or 20% of the 
amount of the deficient duty, whichever 
sum be the greater.

If the instrument is stamped within 90 days 
after the time of stamping: rm25 or the 
amount of deficient duty, whichever sum is 
greater.

If the instrument is stamped later than 90 days 
but not later than 180 days after the time for 
stamping: rm50 or two times the amount of 
the deficient duty, whichever sum is greater.

In any other case: rm100 or four times of the 
amount of the deficient duty, whichever sum 
is greater.

For late stamping (s.47a) If the instrument is stamped within three 
months after the time for stamping: rm25 
or 5% of the amount of the deficient duty, 
whichever sum is greater.

If the instrument is stamped later than three 
months but not later than six months after 
the time of stamping: rm50 or 10% of the 
amount of the deficient duty, whichever 
sum is greater.

In any other case: rm100 or 20% of the 
amount of the deficient duty, whichever 
sum be the greater.

If the instrument is stamped within 90 days 
after the time for stamping: rm25 or the 
amount of the deficient duty, whichever sum 
is greater.

If the instrument is stamped later than 90 days 
but not later than 180 days after the time for 
stamping: rm50 or two times the amount of 
the deficient duty, whichever sum is greater.

In any other case: rm100 or four times of the 
amount of the deficient duty, whichever sum 
is greater. 

If the instrument is not duly stamped in 
accordance with the First Schedule: Treble the 
amount of deficient duty.

Failure by executor to make provisions for the payment of 
any stamp duty, penalty or sum due from the deceased to the 
collector (s.56a)

- Equal to the amount of the duty, penalty  
or sum payable.

Failure to cancel adhesive stamp (s.60) rm500 rm6,000
Failure to set forth all the facts and circumstances as required 
under Section 5 of the act (s.61)

rm2,500 rm10,000

For executing and signing documents not duly stamped (s.63) rm1,500 rm6,000
Failure to execute and transmit a contract note (s.64) rm1,500 rm6,000
For offences relating to post-dating promissory notes (s.65) rm2,500 rm10,000
For offences of issuing a share warrant or stock certificate that is 
not duly stamped (s.69)

rm1,500 rm6,000

For unauthorised dealing in stamps (s.71) rm1,000 rm10,000
For hawking stamps (s.72) rm1,000 rm10,000
For offences related to stamp certificates (s.72a) rm5,000 rm10,000
Failure to keep records and other offences (s.72B) - rm10,000
For offences related to fraud, contrivance or devices in relation  
to duty (s.74)

rm5,000 rm10,000

tween RM100,001 and RM500,000, and RM3 for 
every RM100 above RM500,000. Thus, for a property 
worth RM500,000, the buyer incurs an ad valorem 
duty of RM9,000. 

However, first-time homebuyers are exempt 
from stamp duty if the loan is less than RM300,000. 
They get a discount of RM1,500 if the loan is be-
tween RM300,000 and RM500,000. 

hEFTIEr PENalTIES
Under the proposed amendments, there will be 
heftier penalties for those who do not have their 
SPA stamped on time. Errant property buyers can be 
penalised up to 100% of the original amount if they 
are 90 days late, compared with just 5% currently. 

From the 91st to the 160th day, they can be pe-
nalised up to 200% of the original amount. And 
from the 181st day onwards, they can be penalised co n t i n u e s  n e x t  pag e

This may 
hit property 
flippers the most 
because they 
have to take this 
amount into 
account when 
acquiring 
properties. 
>  Sunita

up to 400% of the original amount. 
Another significant amendment is the provision 

where the stamp office is able to recover any defi-
cient or unpaid duties from the deceased, says Ho. 
“Previously, these provisions were never specified 
in the Act. But under the amendments, the collec-
tor is allowed to go after the executor of the estate 
for any outstanding duties. This includes penalties. 
If the buyer failed to pay a  duty or penalty when 
he was alive, the stamp office will be able to claim 
the amount from the estate.” 

Sunita says the proposed amendments to the 
Stamp Act are the way forward for Malaysians. 
“These changes may be difficult to swallow in 
the beginning, but it does tidy up the current Act 
and close loopholes that people may have taken 
advantage of. I believe that going forward, things 
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with statements such as “I invest because I like 
to analyse problems, look for new construc-
tions and learn” and “I invest because it is a 
nice free-time activity” more than statements 
such as “I invest because I want to safeguard 
my retirement”. 

Similarly, a survey showed that German 
investors who find investing enjoyable trade 
twice as much as other investors. And a quarter 
of American investors bought stocks as a hobby 
or because it was something they enjoyed. This 
shows that there are investors who care more 
about the expressive and emotional benefits of 
investing than its utilitarian benefits.

In Malaysia, a common example is shariah 
investing. Working in an organisation that pro-
vides both conventional and shariah-compliant 
solutions, I have come to understand that in-
vestors looking for shariah-based solutions do 
care about the non-utilitarian benefits of their 
financial products. Investment professionals may 
be puzzled by the desire of investors to exclude 
from their portfolios banking or gaming stocks 
(which are known to closely track economic 
cycles), but asking these investors to divorce 
their investment decisions from their values 
is symptomatic of our industry’s ability to only 
recognise the utilitarian benefits of investing. 

With some investments, we not only look 
for returns but the status they confer upon us. 
Hedge funds have been seen as instruments of 
the rich. That said, there does not seem to be 
conclusive proof that high-cost hedge funds 
have outperformed low-cost index funds. Quite 
the contrary. But this does not dilute their al-
lure among sophisticated investors as it makes 
the statement that they are the elite and above 
the average Joe who invests in normal unit 
trust funds. 

The lesson here? Recognising what you want 
above and beyond the utilitarian needs helps 
you understand the trade-offs you need to make 
when it comes to investing, be it higher costs 
or lower returns. Acknowledging this helps you 
understand the real value you are seeking from 
your investment decisions. 

Ong Shi Jie (CJ) is head of integrated 
marketing and analytics at OCBC Bank  
(M) Bhd

simply cj B y  o n g  s h i  j i e

like online self-assessments will be the way for-
ward for many things, not just the Stamp Act. So, it 
is good that the options are given and the process 
set out is clearly written.”

Ho says a change of mindset is needed and both 
the public and practitioners should be ready for 
the amendments to the current Act. “People tend 
to be lax about stamp duties. But once the bill is 
passed, they can no longer afford to do so. If they 
do not adhere to the new provisions, they will suf-
fer the penalties, which will be a lot higher than 
what they are used to.” 

SElF-aSSESSmENT aNd  
laTE PaymENTS
A self-assessment system similar to the current 
income tax assessment system will be introduced 
under the proposed bill. The online system, which 
will replace the official assessment system, will 
allow people to assess and calculate the value of 
the stamp duty themselves. 

Under the present Act, the calculations are made 
by the collector (the stamp office), who reviews the 
instrument and adjudicates the value of the stamp 
duty. The self-assessment is intended to reduce 
the adjudication process from 30 days to 14 days.

With the self-assessment system, people will not 

only be able to calculate the value of the stamp duty 
themselves but also keep track of the adjudication 
process. However, those who use this system will 
have to be very careful in determining the value 
of the stamp duty as there are consequences to 
providing an inaccurate value. 

“If the collector feels that you are not being 
honest, the collector will have the right to search 
or have access to buildings, premises, instruments 
and documents relevant to the stamp duty. Those 
who refuse to comply with these requests may be 
fined up to RM10,000,” says Sunita.

“So, the liability and onus is on you to make a 
proper declaration of the value of your property 
and information related to it. Otherwise, be pre-
pared to face penalties.”

Meanwhile, those who have overvalued their 
assessments will be able to apply for relief from the 
stamp office, provided it is done within 12 months.

If they are confident that they have determined 
the correct value, they will benefit from the shorter 
adjudication period, says Ho. “The Act deems the 
date you submit the self-assessment as the date 
the collector issues the notice of assessment. This 
means you are able to speed up the stamping time.” 

Those who use the self-assessment system or 
have the stamp office make the assessment will 

be required to pay the stamp duty within 14 days of 
submission or assessment respectively compared 
with the current 30 days. This may spell trouble for 
those who tend to procrastinate on the payment 
of stamp duties, says Ho. 

“Exceeding this time period will mean that they 
are liable to a late stamping penalty, which will be 
greatly increased under the proposed amendments. 
This may be the biggest blow to the public. If they 
forget or are not able to pay the stamp duty on time, 
penalties will likely be imposed almost immedi-
ately. I doubt that there will be much leeway for 
excuses or justifications,” he says. 

Despite the introduction of the self-assess-
ment system, the public will still be able to use 
the current adjudication process. However, the 
time frame will be longer as it requires them to 
engage with the stamp office to determine the 
value of the stamp duty.

Adjudication for property transactions, for ex-
ample, may take a few weeks as the valuation de-
partment of the stamp office will have to ensure 
that the transaction value corresponds to the cur-
rent market value before issuing a notice stating 
the amount payable. Whereas other transactions, 
such as simple service agreements, may only take 
a day to adjudicate.

f r o m  p r e v i o u s  pag e

New Act to close loopholes

The liability and onus is on 
you to make a proper declaration 
of the value of your property and 

information related to it. 
Otherwise, be prepared to  

face penalties. 
>  Ho
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Diamonds are forever

Every girl dreams of having a diamond 
engagement ring. A gesture of love and 
commitment, a diamond is forever. As 
much as the male species dreads it, it is 
almost sacrilegious to propose without 
a diamond ring. It is a rite of passage 

that you must undertake if you truly love the 
woman of your dreams. And that is what De 
Beers wants you to think. That is the outcome 
of a century-old marketing campaign. 

The emergence of diamonds as a prized asset 
could not have started at a worse time. In 1938, 
as the US was still hungover from the claws of 
the Great Depression and there were rumblings 
of war, De Beers hired ad agency N. W. Ayer & 
Son to boost the sales of diamonds. The key 
challenge was, how do you get more people to 
buy diamonds in a bad economy?

The agency came up with a big hairy auda-
cious goal — to create a situation where almost 

every person pledging marriage feels compelled 
to acquire a diamond engagement ring. The plan 
was to inculcate in young men that diamonds 
were a gift of love. And the larger the diamond, 
the greater the expression of love. The “Dia-
monds are forever” slogan was not as complete 
as the agency’s grand plan of making diamonds 
forever a measure of your manhood. 

Thus began the plans that would haunt men 
around the world for generations — the promo-
tion of diamonds as a material object that can 
subtly reflect a man’s success in life. Movie idols, 
the icons of romance, were given diamonds to 
symbolise their unwavering love. Magazines and 
newspapers stressed the size of diamonds that 
celebrities presented to their loved ones. Fash-
ion designers spoke about the trend towards 
diamonds. It was all about people who gave and 
received diamonds and how happy and loved 
those diamonds made them feel. Standing where 

we are today, we know this campaign worked. 
Here is the real magic. Diamonds, unlike gold 

and silver, hold little to low value. Gold and sil-
ver are commodities that can be purchased on 
the financial markets. They can appreciate and 
are fungible. Diamonds on the other hand do 
not function in the same way. Try selling your 
diamond ring. You will almost certainly agree 
with me, it is not much of an investment. The 
slogan “Diamonds are Forever” discouraged peo-
ple from ever reselling their diamonds and ever 
discovering their alarmingly low intrinsic value. 

Knowing all that we know now about dia-
monds, does it make us want them less? Probably 
not. If we have accepted diamonds as a status 
symbol, then their lack of intrinsic value does 
not change our desire to own them. This may 
puzzle the rational person. 

In the area of wealth management, ask any 
investor what he wants from his investments 
and the first thing out of his mouth is “Returns!”. 
While the answer is obvious, I have learnt that 
it is not quite that simple. There are three kinds 
of benefits that we want to derive — utilitarian, 
expressive and emotional. 

To explain the difference between the three, 
let me use a Valentine’s Day example. A utilitari-
an benefit would be to give one’s beloved RM100 
as opposed to a bouquet of roses that costs that 
amount. Why? Roses serve no practical purpose 
and eventually wither away. A person seeking an 
emotional benefit will choose to buy a bouquet 
of roses as it makes him feel good to be able to 
romance his loved one. One who is seeking an 
expressive benefit may make a statement about 
his values by, for example, buying a potted plant 
because he believes that a living flower should 
not sacrifice itself in the name of love. 

Diamonds hardly have any utilitarian value, 
but they do offer emotional and, some might 
argue, expressive benefits when it comes to 
clinching the deal in a marriage proposal. Now, 
I want to point out that there is nothing wrong 
with seeking emotional or expressive benefits 
as opposed to utilitarian ones. It is almost easy 
to assume that all of us invest to make the most 
returns possible. But there are studies that 
show otherwise. 

The Asian Wall Street Journal reported that 
in one survey, Dutch investors tended to agree 


