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KPMG BUDGET 2003 Al M5 FOR A MORE COVPETI Tl VE MALAYSI A

KUALA LUMPUR, Sept 26 (Bernamm) -- Chartered Accounting firm KPMG
regards the recently tabl ed Budget 2003 as people friendly, ained at
posi tioning Mal aysia on a nmore conpetitive footing and stimulating growh
for certain donestic activities.

KPMG addr essed i ssues and i nplications of the Budget 2003 at its Annua
Executive Tax Briefing held here today.

In a statement, KPMG Mal aysi a Partner-1n-Charge of Tax, Khoo Chin Guan
sai d: "As expected, the budget contained targetted stinuli rather than
across the board tax cut."

Inthis way, he said the Prine Mnister Datuk Seri Dr Mahat hir Mhanad
has avoi ded the stigma of an "El ectron Budget" but at the sane tine has
produced a budget whi ch should be well-received on both the donestic and
international front.

"The phil osophy echoi ng t hrough the Budget speech was to target
specific fiscal stinuli rather than introduce across the board tax cut.

"Al t hough corporate tax renai ned at 28 percent for the | ast six years,
Dr Mahat hir who is al so Fi nance M ni ster has once again resisted arate
cut," he said.

The governnent's viewis that tax cut al one woul d not necessarily
i nfluence foreign investors' decisionto invest in Malaysia, and therefore
focussed their attention on providing targeted i ncentives.

"I'n view of the above, limted relief was given to small and nedi um
i ndustries such that conpanies with a paid-up capital of |ess than RM.5
mllionwll pay tax at only 20 percent on the first RMLOO, 000 of
chargeabl e i ncone.

There i s however, the concern as shareholders may still have to pay the
ei ght percent tax when di vi dends are recei ved, Khoo said.

In order to further devel op Mal aysia as a progressive and high
technol ogy i ndustrialised nation and to accel erat e export narket
penetration, tax relief was proposed for |ocally owned conpani es t hat
acquire forei gn-owned conpani es overseas

Relief will be in the formof a five year tax wite off fromthe
acqui sition cost.

As approval is needed fromM DA, which has not yet issued any
guidelines onthe criteria for the incentive, it is hoped that this wll
not be too i ncunbersone a procedure given that corporates under self
assessnent nust nmanage their tax estinates, he said.

He added that it renmained to be seen whet her conpani es acquiring
forei gn busi nesses t hrough i nvest nent hol di ng conpani es or debt financi ng
will enjoy the incentive.

To further develop the Islanmic capital market, the government
i ntroduced further tax i ncentive for the issuance/restructuring of Islamc
Private Debt Securities based.

Khoo sai d the proposed incentives seemto fall short of market
expectations as it failed to address existing real property gains tax and
stanp duty issues

Economni es of scal e have been sought within corporate groups by
centralising group services typically within a wholly-owned managenent
conpany.

However, such nmeasures have been frustrated by attenpts to inpose
service tax. Under the budget proposals, intra group professional services



woul d be exenpted fromservice tax fromJan 1, 2003 in line with the
government ' s ai mof maki ng Mal aysi an busi nesses nore conpetititve.

On the whole, Khoo said the Prime Mnister has taken care to ensure
t hat budget neasures hel p t hose sectors that can provi de sustai ned grow h.
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