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PUTRAJAYA, May 21 (Bernanmm) -- Prine Mnister Datuk Seri Dr Mahathir
Mohanad today unveiled a new four-prong strategi c econom ¢ package worth
RVM7.3 billion to bolster the nation against the global uncertainty and |end

a helping hand to sectors affected by the fallout from the Severe Acute
Respiratory Syndrome (SARS) outbreak and the war in Iraq

Dr Mahathir, who announced details of the package here today, said it
i nvol ves 90 steps to encourage private investnent, consolidate the nation's
productivity, generate new sources of growh, enhance the effectiveness of
the delivery system of both the public and private sectors and overcone the
ill-effects of SARS.

Dr Mahathir, who is also finance minister, said in financing the
package, sonme RML.7 billion would conme from the Federal budget, RM2 billion
from Bank Negara Ml aysia while financial institutions |ike Bank Pertanian
Mal aysi a, Bank Sinmpanan Nasi onal and Bank Penbagunan | nfrastruktur dan
I ndustri would provide RM3.6 billion

These institutions would source their funds fromthe excess liquidity
prevailing in the market, especially funds from the Enpl oyees Provident
Fund (EPF).

Dr Mahathir said the conprehensive package woul d, anpbng others, benefit
smal | traders who woul d have easier access to mirco credit worth a billion
ringgit at an interest rate of 4.0 percent and a repaynment schedul e based
on the viability of the cashfl ow

He said the conprehensive package al so contains specific nmeasures to
fight against the adverse effects of SARS and help those affected by the
di sease.

To help doctors in their daily fight in containing SARS, they would be
paid a nonthly critical allowance of RMA00 while other nedical staff would
be paid RWM00, backdated from April 1, 2003, until the epidemc is w ped
out .

Dr Mahat hir al so announced a hal f-nmonth bonus for civil servants in
their June pay. This nove is expected to provide further inpetus to
donestic spending and consunption, which will further boost the |ocal
econony.

A further helping hand to those affected, especially in the hospitality
i ndustry, include a 5.0 percent discount on the electricity bills for hote
operators begi nning June 1, 2003 to Dec 31, 2003.

The road tax for taxis for six nmonths would be reduced by 50 percent
while hotels and restaurants would be exenpted from service tax between
June 1 and Dec 31, 2003.

At the same tine, the service tax on conplinentary hotel roonms would be
abol i shed as of June 1, 2003.

To help the cashflow of operators in the tourismindustry, a specia
relief guarantee facility worth RML billion would be nade avail able.

For those enpl oyees whose sal ari es have been cut due to the poor
business in the industry, financial institutions would be asked to
restructure and reschedul e their outstandi ng | oans.

Dr Mahathir said the decisive and initial steps taken by the governnent
had succeeded in containing the SARS epidenic, which had al so been
acknow edged by the Wirld Health Organisation (WHO .

But he said without the commtnment of each and everyone to safeguard
the cleanliness of their surroundings, the SARS outbreak would not be



over cone.

He said the governnent would allocate RMLOO million to | ocal
authorities to step up cleaning up activities, including public toilets

Dr Mahathir said the package includes a mcro credit schene worth RVB0OO
mllion and raising the Amanah | khtiar Ml aysia (AlM fund, both to be
pl aced under Bank Pertanian Malaysia while a further RMROO nmillion micro
credit schenme worth RM300 million would be placed under Bank Sinpanan
Nasi onal .

O hers who also stand to gain fromthe package include small and nedi um
scal e enterprises (SVMES), farners and fishernen.

The tax exenption for SMEs accorded pioneer status would be raised to
100 percent from 70 percent while the statutory income which could be used
for tax investnent allowances would be increased to 100 percent from 70
percent.

Al'so, to encourage foreign equity in SMEs, Malaysian equity would be
reduced to 60 percent from 70 percent while snall conpanies only need to
fulfil one of two criteria to qualify for these incentives.

They either have to achieve at |east 15 percent value added or that
they contribute to the socio economic devel opnent in the rural areas.

For SMs, the Econom c Fund for Entrepreneurs would be raised by RwWO00

mllion while Bank Negara Ml aysia woul d nmake available RVM600 mllion to
the SM Fund and RWO00 million to the New Entrepreneurs Fund
Some RML billion would be added to the Food Fund under Bank Pertani an

Mal aysi a while about 1,000 boats would be built for hire-purchase by
fisherme, a nove which would go a long way to enhance their incone.

To attract foreign direct investnents, the Foreign Investnent Comittee
(FICQ guidelines would be made nore investor-friendly, the prinme mnister
sai d.

They include extendi ng the pioneer status period and tax investnent
al | owance under a pre-package schenme and giving such perks a second tine
for research and devel opnment firns as well as full incone tax exenption for
Operational Headquarters.

In acquiring local assets, only the 30 percent bum putera sharehol ding
ruling applies while 30 percent bum putera participation should be uniform
unl ess rel axed by the governnent.

As for conpanies listed on the Kuala Lunpur Stock Exchange (KLSE), they
nmust have at | east the 30 percent buniputera equity only upon listing while
the foreign equity sharehol ding would be relaxed to encourage nore foreign
equity in listed conpanies in line with the Capital Market Masterplan.

The ceiling for foreigners to purchase properties would be reduced to
RML50, 000 per wunit and for purchases in excess of RMLOO million, the
conpany can apply for exenption from FIC guidelines, subject to approva
from the Finance Mnister.

Dr Mahathir said incentives would al so be given to hypermarkets and
direct sales firns which export Ml aysi an-made products.

To enhance students in technical and vocational training, the Skills
Devel opment Fund would be restructured with an injection of RVMbOO million
for training and re-training of new graduates in Information and
Comuni cati ons Technol ogy (I CT) and accounti ng.

Honme ownership woul d be encouraged whereby subsidies would be given to
buyers by way of an inposition of a nere 3.0 percent interest for the first
year for loans for houses bel ow RMLOO, 000 or a non-interest |loan for the 10
percent deposit paynment from Bank Sinpanan Nasional

Single nmothers will also benefit fromthe econom c package in that they
will be given special consideration for the purchase of houses. This is the
first time that the governnment has accorded this facility to them

For |l oans from other banks, RM600 woul d be given to purchases of houses



priced bel ow RMLOO, 000.

Dr Mahathir said the programme aptly known as "the people's hope to own
houses (harapan)"” would stinulate the econony, enhance the acadenic
performance of students, discourage |oafing and reduce the gap between "the
haves and the have-less."

For houses between RMLOO, 000 and RML80, 000, a RMp, 000 tax exenption
woul d be given for |loans for years of assessment for 2003, RM3, 000 for 2004
and RWM2, 000 for 2005, while stanp duty exenption would be given for houses
priced not nore than RML80, 000.

The Real Property Gains Tax would al so be exenpted for a year beginning
June 1, 2003.

Dr Mahathir said the government would also build nore | ow and
medi um cost houses whereby Syarikat Perumahan Negara Berhad would build
150,000 units, a nmove which would give business opportunities to
contractors with good track records.

To increase the people's disposable incone, EPF contributions would
al so be reduced to 9.0 percent from 11 percent currently for one year
begi nning June 1, 2003.

"It is hoped that the Ml aysian Trades Uni on Congress (MIuC) woul d
support the nove," he said.

In efforts to reduce business costs, the governnent has decided to cut
Bank Negara's intervention rate by 50 basis points. The rate was |ast cut,
al so by the sane nmargin, in Sept 20, 2001.

Dr Mahathir said the cut in intervention rate should benefit those
borrow ng from banks.

The prine mnister also said the country's delivery system woul d be
made nore effective by speedier processing of the Certificate of Fitness
(CFO and enploying a fast track system for |and ownership and conversion.

The tinme period for processing of permits and business |icenses would
be shortened.

Dr Mahathir said the private sector should sinmlarly inprove their
delivery system

He also the package would help to consolidate the econony and enable it
to grow by nore than 4.2 percent achieved in 2002.

It also gives the people an opportunity to inprove their standard of
living. -- BERNAMA
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