21 SEP 2002
REACTI ON- MEF
MVEF VELCOVES TAX EXEMPTI ON ON PROFESSI ONAL SERVI CES W THI N GROUPS

KUALA LUMPUR, Sept 21 (Bernama) -- The Ml aysi a Enpl oyers Federati on
(MEF) is pleased with the Budget 2003 tabled by Prinme M nister Datuk Seri
Dr Mahat hir Mohamad, particularly the exenption of service tax on
prof essi onal services provided to conpanies within the sane group

MEF executive director Shansuddi n Bardan said the nove woul d reduce the
cost of doing business and increase efficiency and econom es of scal e.

The federation also wel conmed the review of the inconme tax on
conpensation on | oss of enpl oynent where conpensation received by an
enpl oyee who had been retrenched or accepted VSS which is exenpted from
i ncone tax has been increased fromRW, OO0 to RV, OO0 for each conpl eted
year of service

This would help alleviate the burden borne by effected enpl oyees,
Shansuddin said in a statenent today.

He said the budget focus on the devel opment of basic requisite skills
fromyoung age was also tinely as it would | ead to the devel opnment of
know edgeabl e and skilled workers which was essential for the establishnent
of a know edge based econony.

However, he added that the building of human capital to neet the
chal | enges of the new econony would require a holistic approach to
enconpass the dovel opnent of superior technical and professional skills
t hrough the formul ati on and adopti on of a National Human Resource
Mast er pl an.

MEF al so conmended the initiatives to strengthen the public sector
ef fectiveness to ensure fast delivery services and the adoption of a
pro-busi ness attitude in inplementing its policies and procedures.

On the downsi de, MEF expressed that the country's corporate tax was
relatively still higher than others in the region

"The private sector has been | ooking forward for an overall reduction
of the present corporate tax of 28 percent for a nunber of years to
mai ntain conmpetitiveness within the region,"” Shansuddi n sai d.

The country's ability to attract new investment both |ocal and foreign
i nvestnents nmay be affected as no significant overall incentive has been
of fered, he added.

Al so, while comrendi ng the nove to cut corporate tax for SMs to 20
percent, he said that the inposition of an upper limt of RMLO00, OOO coul d
be restrictive.

"The tax incentive given to snmall and nedi umindustries of RM.5
mllion and | ess whereby the first RMLOO, 000 taxable incone is reduced to
20 percent may not be good enough to attract nore investnent in SM," he
added. -- BERNAMA
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