20 SEP 2002
REACTI ON- TAX CUT
TAX CUT FOR SM S WOULD ENCOURAGE MORE PEOPLE TO DO BUSI NESS

By: Saraswat hi Mini appan & Nori zatini Noral

KUALA LUMPUR, Sept 20 (Bernanm) -- The corporate tax cut for small and
medi um scal e i dustries (SMs) woul d encourage nore people to do business
and i n turn enhance donestic grow h, sai d Mal aysi a' s division director of
Chartered Practitioners Accountant (CPA) Australia Viji Nair.

Conmenti ng on t he 2003 Budget announced by Prime M nister and Fi nance
M ni ster Datuk Seri Dr Mahat hir Mhamad t oday, he sai d the budget was nore
focused on stinul ating the donmestic trade sector whichis inportant to
drive the country's econony.

Dr Mahat hir had announced a corporate tax cut for SMs with paid-up
capital of RM.5 mllion and bel ow from28 percent to 20 percent on
chargeabl e i ncone up to RMLOO, 000

"However, this does not nean that the country is not giving inportance
to attract Foreign Direct Investment (FDI) as the nmuch antici pated two
percent corporate tax cut was not annnounced in the 2003 Budget," Viji
sai d.

"The budget is actually for us not to | oose our focus in buildingthe
donestic trade sector," he told Bernana.

Meanwhi l e, the SM Association of Malaysia in a statenent said that tax
savi ngs of ei ght percent anobunting to RvB, 000 for profitable and viable
SM s was i ndeed an equival ent to outright grants to these conpani es.

SMs will be encouraged to use these savings in upgrading their
I nformati on and Communi cati on Technol ogy (I CT) facilities and enhance their
conpetitivenessinfacingincreasingconpetitionduringthis globalisation
era.

"The fact that this is given directly in the formof |ower tax as
agai nst application by way of grants shows the governnent's seriousness in
hel ping to further develop SMs in the country and all owing themto play a
greater role in the nation building process,” the associ ati on sai d.

Most SM s have been reluctant to participate in overseas exhibitions
because of prohibitive costs, uncertain return, [ack of know edge and
necessary resources.

"Wth attractive tax i ncentives on increased exports and devel opnment
and penetration of new nmarkets, the governnment has given the i npetus and
sign posts to SMs to be nore export oriented,” it said.

Tan Sri Ranpn Navar at nam group corporate advi ser of Sunway G oup,
meanwhi | e vi ewed t he reduction of corporate tax for SMES as the nost
appeal i ng proposal in the Budget as it woul d encourage the i ndustry
pl ayers.

"SMEs are the backbone of the Ml aysian i ndustry and the reduction
could see a nore efficient structure of econony in nediumterm" he told
Ber nama.

He al so descri bed t he budget as "conpassi onate" as a | arge sumhad been
al | ocated for the poor and civil servant.

Cvil servants should therefore not take it lightly and nust respond to
the incentives i n Budget 2003 by i ncreasing their productivity and
efficiency.

He al so said that the doubl e deducti on for export pronotion expenses
wher e professional services were concernd was a good nove whi ch coul d hel p
boost the services sector

Ranon added t hat one incentive the governnment shoul d consi der was
gi ving sone incentive for the hi-tech or pre-fabricated industrial building



systemwhi ch did not use much | abour.
"This can | essen our dependence on foreign | abour and as such can
mnimse the problemwith illegal immgrants,” he said. -- BERNAVA
SM NN SD
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