19 OCT 2001
BUDGET- MANUFACTURI NG
PM CALLS FOR REDUCI NG DEPENDENCE ON | MPORTED CAPI TAL GOODS

KUALA LUMPUR, Cct 19 (Bernama) -- Prime Mnister Datuk Seri Dr Mahathir
Mohamad today called for a reduction in the dependence on inported
i nternedi ate and capital goods which conprise the |argest conmponent in the
nation's list of inports.

To accel erate the country's inport substitution programre, the incone
tax exenption avail able to conpanies involved in produci ng machi ne tool s,
pl astic injection machi nes, material handling equipnment, robotic and
factory automati on equi pnent as well as parts and conponents woul d be
i ncreased.

As for Pioneer Status, the increase is to 100 percent from 70 percent
whil e that of Investnment Tax Allowance is to 100 percent from 60 percent,
he said when tabling the 2002 Budget at the Dewan Rakyat here.

For conpani es manufacturi ng nmachi nery and ot her equi pnment such as
fabricated cranes, it is proposed the value-added criteria for the purpose
of granting the 70 percent Pioneer Status or 60 percent Investnent Tax
Al l owance be reduced from 30 percent to 20 percent.

For the manufacturing sector, Dr Mahathir said there was a need to
further devel op donestic-resource based industries, mainly furniture, palm
oi | - based ol eochem cal s and rubber products as well as household electrica
appl i ances whi ch have hi gh demand potential, especially fromWst Asia and
Afri ca.

At the same tinme, he said the steel and al um nium fabrication industry
as well as production of machinery have to further accel erated.

This was to nmeet the demands of |ocal industry and for the export of
cranes, oil refinery plants, boilers and other fractionation towers for
chemi cal and petrochem cal plants.

As for pronoting Ml aysi an brands, Dr Mahathir said donestic
advertising costs for the pronotion of Ml aysian brands registered in the
country currently were given doubl e deduction for purposes of incone tax.

As a continuous effort to introduce and pronmote | ocal brands in
i nternational markets, the advertising costs for Ml aysi an brand nanes
regi stered overseas and professional fees paid to Ml aysi an brand
managemnment conpani es woul d be given doubl e deduction for purposes of incone
t ax.

Al so, to encourage investors to reinvest, it is proposed that the
Rei nvest ment Al | owance (RA), which is limted to five years since 1998, be
extended to 15 consecutive years commencing fromthe year the first
rei nvestnent i s made

The RA is currently being granted to nmanufacturing conpani es and
producers of pronoted food products which reinvest in expansion
noder ni sation, diversification and automati on projects.

Al so the increasing conmpetition in the international market will need
| ocal small and medi um scal e enterprises (SMEsS) to strengthen their gl oba
supply chai n managenent via on-line and real time procurenment, production
and | ogi sti c managenent .

Dr Mahathir said there was a need to encourage the adoption of the
RosettaNet, an open Internet-based common busi ness nessagi ng standard for
supply chai n managenent |ink-ups with global suppliers.

It has been proposed that the expenditure and contributions incurred by
conpani es in the nmanagenent and operation of RosettaNet Ml aysia and in
assisting | ocal SMEs to adopt RosettaNet be allowed as a deduction for



pur poses of income tax effective 2002. -- BERNANVA
SHO SHY
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