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BUDGET- PREVI EW
BUDGET 2000 EXPECTED TO CONTAI N GENERQUS HANDQUTS

By: M khail Raj Abdull ah

KUALA LUMPUR, Cct 28 (Bernama) -- Wth just a day away for what appears
to be a people-friendly Budget for next year, Malaysians are bracing for
generous handouts beginning with the 880,000 or so governnent servants
expecting a bonus payout.

The governnent, which has al ways pursued pro-business strategies, is
anticipated to continue with its investor-oriented and expansi onary Budget
for next year's financial and devel opnent bl ueprint.

To be unveiled by First Finance Mnister Tun Dai m Zai nuddin, it would
be his first Budget presentation after |eaving the Cabinet several years
ago. The 1999 Budget was presented by Prime Mnister Datuk Seri Dr Mahathir
Mohamad who al so held the finance portfolio then.

Tax consultant Yong Poh Chye in reviewing what is in store tonorrow,
said a |l ower corporate tax from 28 percent to 26 percent could be in the
bag to spur local and foreign investnent inportant for reviving the
econony.

He said that there was a possibility that the governnent woul d w den
the scope for reinvestnent allowance and research and devel opnent
deductions through subsi dies.

There could al so be nore R&D grants and infrastructural facilities for
the agriculture sector, especially in increasing food production.

To ensure and i nprove social well-being of Ml aysians, the governnent
m ght give a two percent cut in personal tax rates for individuals.

By this, it nmeans that the first RVb, 000 chargeabl e i nconme in excess of
RML50, 000 woul d be taxed at 28 percent instead of 30 percent (inposed since
year of assessment 1996).

"Better still, the governnent nmay even consider reducing the nmaxi mum
personal tax rate to 26 percent to be on par with the proposed corporate
tax rate of 26 percent," said Yong.

Al ternatively, the governnment m ght consider increasing personal relief
for the Enpl oyees Provident Fund (EPF) and insurance prem um paynents from
RMb, 000 to RWZ, 000 each for husband and wife.

"Mortgage interest paynents may al so be tax deductible subject to a
maxi mum sum of RMb, 000 per famly," he said.

The Real Property Gains Tax (RPGI) on the gains fromthe disposal of
properties for Ml aysian individualss mght be reduced from 30 percent, 20
percent and 15 percent to 20, 15 and 10 percent respectively, depending on
t he hol di ng period of the properties.

The RPGT rates on the gains for the disposal of properties for
non-citi zens and non-permanent residents m ght al so be reduced to 30
percent to those applicable to Mal aysian citizens and pernmanent citizens.

He said that this would revert the taxing rates to those applicable
before Cct 27, 1995.

Al these incentives together with the tax waiver on 1999 inconme and
hi gher exenption threshold for the sales tax from RMLOO, 000 (inposed since
1972 when sales tax was first introduced) to RVMBOO, 000 will increase the
di sposal income of the rakyat and assist in the recovery process.

No | ess inportant would be new tax neasures that woul d benefit the
manuf acturing and information technol ogy sectors, said Yong, who is
executive director of Tax Advisory and Managenent Services Sdn Bhd.

In line with the 10-year masterplan for the whole financial sector
(2000-2010), he said the governnent would give new incentives |ike



exenption of stanp duty and real property gains tax to be extended to
end- 2000 and tax credit and flexibility to nudge the consolidation of
Mal aysi an banki ng, insurance, and stockbroking industries.

"Mal aysia may allow the foreign i nsurance comnpani es and unit trust
funds to enter the |ocal market earlier than the stipul ated year of 2003,"
he said.

To strengthen the bal ance of paynents, the government m ght exenpt
remttances from overseas received by resident individuals as well as
maki ng Mal aysia the regional centre for tertiary education by giving
further incentives to colleges and universities.

To make Ml aysia a know edge- based econony, Yong said incentives would
be given to local entrepreneurs, especialy small and medi um scal e
i ndustries, to nodernise and be |IT-oriented.

"E-commerce will enable themto reach gl obal markets faster and at
| ower costs. Over tine, Malaysian SMs can supply higher val ue-added
i ntyermedi ate products through | ocal sourcing," he said.

Yong said that with the expected inplenmentation of the Wrld Trade
Orgaisation (WO valuation agreenent, there mght be a slight loss in the
tax revenue, but this could be made up with the wi dening of the prescribed
servi ces under the service tax.

Furthernore, the governnent m ght rationalise the various threshold
| evel s (sone RVB0O, 000, RMBOO, 000 or even RML50,000) for service tax in
respect of various prescribed services.

"Al though we are recovering, we have yet to bounce back to pre-crisis
| evels. Furthernore, there is the possibility of a sharp sl owdown in the
United States' econom c performance and the fear that the recovery of the
Japanese econony i s not sustainable.

"Thus, a higher infrastructure spending will be the key driver to our
econom ¢ growth besides the subsidies, tax reductions and incentives which
have been proposed by the governnent,"” he said.

Gven the ill-effects of the financial crisis, Yong said all incentives
tax measures contain in the 2000 Budget would help further strengthen the
resilience and conpetitiveness of the nation's econony.

He said it would entail restructuring the financial sector and
i mprovi ng governance in the private and public sectors, strengthening
further bal ance of paynents and ensuring the social well-being of the
rakyat . - - BERNAVA
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