19 COCT 2001
BUDGET- EXPORTS
TAX | NCENTI VES TO BE ENHANCED FURTHER, SAYS PM

KUALA LUMPUR, Cct 19 (Bernama) -- The Prinme M nister, Datuk Seri Dr
Mahat hi r Mohamad proposed that tax incentives for exports be further
enhanced.

"This is to ensure that exports continue to expand and the country has
to reduce the dependence on el ectronic exports,” he said in his
presentati on of Budget 2002 at Dewan Rakyat today.

He reasoned that gross exports was expected to decline by 10.6 percent
this year due to the significant contraction in global demand for
el ectroni c products.

He bel i eved that Mal aysia nust diversify the sources of exports as well
as expl ore new nmarkets to stay afl oat.

The Prime M nister, who is also the Finance Mnister, said Mlaysia
coul d not be overly dependent on a particular export itemespecially one
with a high inport content.

However, the country should not reduce the export of other itens in
order to reduce its dependence on exports of electronics, he added.

El ectronics is the nation's main export item contributing nearly half
t he export earnings of the manufacturing sector.

He said el ectronics represented 41 percent of the nation's export
ear ni ngs.

However, nore than 70 percent of el ectronics conponents conprise
i mported internedi at e goods.

As such, the nation had not been able to naxim se benefits from hi gher
val ue- added activities of exports, he added.

In terns of incentives to pronpte exports, he has proposed, anong
ot hers, Mal aysi an tradi ng conpani es approved as international trading
conmpani es, be granted inconme tax exenption.

The exenption should be equivalent to 10 percent of the increased
export val ue.

And the qualifying criteria such as value of annual sal es turnover be
liberalised, the Prine Mnister said.

He al so proposed that incone tax exenption for conpani es engaged in the
export of services be increased to 50 percent from 10 percent of the
increase in the value of exports.

The Prime M nister proposed i nconme tax exenption be given to the
organi sers of international trade exhibitions which attract at |east 500
foreign visitors a year.

Doubl e deducti on was al so proposed by the Prine M nister for purposes
of inconme tax be extended to ot her expenses incurred in pronoting exports.
They include products and services such as participation in virtua
trade shows and expenses incurred on feasibility studies for participation

in overseas tenders, he added.

The premier al so proposed a single deduction for purposes of incone tax
be al | owed on expenses incurred in registering patent overseas and on hotel
accommodati on provided for potential inporters of Ml aysian goods.

To increase the donestic investnent in the rubber, palmoil and wood
based i ndustri es whi ch have export potential, he proposed that the | oca
conmpanies in the industries which reinvest for expansion purposes be
granted incentives.

As for those | ocated outside pronoted areas, pioneer status with tax
exenption of 70 percent of statuory income for five years or investnent tax



al l onance for 60 percent on capital expenditure incurred within a period of
five years with the al owance deducted for each year of assessnent limted
to 70 percent of statutory incone. -- BERNANVA
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