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EY KAMARUL AZHAR

fter 26 years, Datuk Seri Anwar
Ibrahim returned to the Dewan
Rakyat to table the federal gov-
ernment’s budget, after last doing
so back in 1997 when he was dep-
uty prime minister and finance minister.

Since then, much has happened to the
country and to the man himself. His turn
as the 10th prime minister as well as the
finance minister of Malaysia comes at a
time when the country is beset with a
plethora of challenges and structural is-
sues_(Although some may argue that the
situation was not that different in 1997.)

However, Anwar seems focused on his
mission to address the challenges faced by
the man in the street, rather than the big
corporations of the country. While there
are similarities and the broad measures
are more or less the same as the one ta-
bled last October, one can't help but feel
that the thinking behind it is different.

“I think the prime minister hits the
critical points of addressing poverty is-
sues, vulnerable members of society, and
how we should devise strategies that the
wealth pie can actually be equally distrib
uted,” says Dr Zokhri Idris, CEO of Policy
and Economic Affairs Centre of Malaysia
Foundation (PEACE).

Anwar started the budget announce-
ment by saying that the budget needed to
address two main factors — transparen-
cy, honesty and accountability in saving
and spending, as well as responsiveness
to address the people’s needs.

“In this crisis [that the world econo-
my is going to be growing much slower
than last year],the question that must be
addressed is the number of people who
are living in poverty. Are the funds being
channelled in a transparent manner to
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avoid leakages and wastages?
“Responsiveness based on understanding
the needs of the people — how do we act in
a responsive, smart and cautious manner
in managing the budget of the country,” he
said when presenting the revised budget
for the government's spending this year.
Budget 2023 is the largest on record,
with a total allocation of RM388.1 billion,
of which RM289.1 billion is tapped for op-
erating expenditure and RM99 billion for
development expenditure,including a RM2
billion allocation for contingency savings.
In contrast, the preliminary develop
ment expenditure for 2022 amounted to
RM71.6 billion (versus a budgeted RM75.6
billion).The higher development expendi-
ture will be focused on poverty eradication
programmes,improving public infrastruc-

ture, as well as rural facilities, said Anwar.

The budget will be funded by RM291.5
billion of revenue and the rest by debt, for
a projected fiscal deficit of 5% of the coun-
try’s gross domestic product (GDP). The fis-
cal deficit is expected to decline to 3.2% in
2025.The revenue assumption is only less
than 1% lower than the revenue of RM294.4
billion (budgeted RM234 billion) in 2022.

“Overall, Budget 2023 was the most com-
prehensive one addressing all segments
of society. The commitment to narrow the
fiscal deficit in 2023 is necessary and what
we hope to see in the next budget are clear
strategies to repurpose Malaysia's attrac-
tiveness as an investment destination based
on our comparative advantage,” says Veer-
inderjeet Singh, non-executive chairman
of Tricor Malaysia.

But with the global economy expected to
slow this year, is it rational for the govern-
ment to assume that revenue will only be
1% lower from the previous year? Lee Heng
Guie, executive director of the Socio-Eco-
nomic Research Centre (SERC), doubts it.
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“I doubt that revenue will only decline
by less than 1%.The tax restructuring meas-
ures that were introduced come to a net
revenue loss of RM753 million, based on
our calculations. Where will the rest of the
revenue come from?

“1f the government is going to depend
on Petronas’ dividends, that depends on the
oil price,” he says,adding that if the decline
in revenue is much higher than projected
in the budget, the government will not be
able to meet the 5% fiscal deficit target.

Nevertheless, Anwar said in his speech
that new borrowings must be lower than
before, and the funds raised through debt
should only be used for programmes that
will have a direct impact on the people.

The government will also table the Fis-
cal Responsibility Act this year, he added.

Concern over tax restructuring

To be clear, the budget also introduced new
taxes aimed at those with higher incomes
than the majority of the population. Mean-
while, middle-income earners will benefit
from lower taxes.

In the budget, the government proposed
a Luxury Goods Tax (LGT) starting this year,
and said it would be studying a Capital Gains
Tax (CGT),to be implemented next year.The
CGT will be imposed on gains arising from
the disposal of shares in private companies.

On this, Wong Muh Rong, founder and
managing director of Astramina Advisory
5dn Bhd, says the introduction of CGT on
unlisted entities will encourage more com-
panies to list on Bursa Malaysia.

“But it needs clarity whether divest-
ments of unlisted shares within a listed
entity group will also attract capital gains
[tax].The public or capital market at large
will need more clarity on this and it is best
to wait for the details,” says Wong.

Farah Rosley, Malaysia tax leader at Emnst

& Young Tax Consultants Sdn Bhd, says the
proposed CGT is a fundamental departure
from the current Malaysian tax framework
where capital gains are not taxed except by
way of the Real Property Gains Tax (RPGT).

“While this may increase future reve-
nue collections, the projected benefits will
need to be balanced with the impact on

destination,” says Farah in a statement.

She adds that a CGT of this nature may
discourage group restructuring exercises,
which are typically undertaken to stream-
line group structures and to bring about
efficiencies.

“It is encouraging that the government
has indicated that it will hold consultation
sessions with the relevant stakeholders
to study this proposal in greater detail.
We hope this consultation will be robust
and the feedback will be considered prior
to any implementation decisions being
made,” she says.

Veerinderjeet says the fact that an LGT
and the possibility of a limited form of CGT
have been announced does signal that the
tax structure is being reformed and that
future budgets may have more measures
included. “The Goods and Services Tax also
has not been fully discounted as well and
this could well see some developmentina
year or 50,” he adds.

In the proposal to increase the income
tax rate of higher-income earners, starting
from the year of assessment 2023, those in
the chargeable income bracket of more
than RM100,001 a year to RM1 million will
be charged a higher income tax rate, by be-
tween 0.5 and two percentage points.

Again,SERC's Lee is concerned that the
increase in income tax rate on the highest
income earners could lead to a brain drain
as this group comprises the professionals
and talents that the country needs.
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What's in it for the M407?

BY INTAN FARHANA ZAINUL

he revised 2023 Budget made a spe-
cial mention of the M40, a relative
rarity given that most of the atten-
tion tends to centre on the B40 — the
most vulnerable group, especially
during an economic downturn.

But in his budget speech, Prime Minister
Datuk Seri Anwar Ibrahim said: “The B40
group was often given various forms of assis-
tance while the middle group, M40, showed
their patience despite being squeezed by
the gripping rise in the cost of living. As
such, the government agreed to increase
the disposable income of the M40 group
through the reduction of individual in-
come tax rates.”

Taking a cue from the earlier Budget 2023
that was tabled last October by the previous
administration, the revised budget has ex-
tended the two percentage point (ppt) tax
reduction for those with a chargeable in-
come of between RM35,000 and RM100,000
annually.

Those in the chargeable tax income
bracket of between RM35,001 and RMS0,000
will enjoy a reduced tax rate of 6%, from 8%;
those in the RM50,001 to RM70,000 bracket
will be taxed 11% from 13%; while those in
the RM70,001 to RM100,000 bracket will
be subject to a lower tax of 19%, from 21%.

The reduction in tax rates is expected
to benefit some 2.4 million taxpayers, and
provide them with RM1,300 in additional
disposable income.

In total, Anwar said the initiative was
expected to increase the people's income
by RM900 million.

Under the original Budget 2023, a 2ppt
tax rate cut was proposed for those in the
RMS50,000 to RM100,000 income bracket.

PwC Malaysia tax leader Jagdev Singh
welcomes the tax cuts as they will provide
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New individual income tax structure under
revised Budget 2023
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“And if they decided to migrate because
the tax rate is just too high, that would be
a loss to the country. The highest income
bracket is now taxed at 30% of their annual
income. Just next door, Singapore is taxing
15%," he points out.

Nevertheless, PEACE's Zokhri opines that
just because high-income earners are being
taxed more, it will not necessarily lead to
them migrating.

“I don't think that will be a good calcu-
lation [for high-income earners]. The prior-
ity right now is that the wealth needs to be
distributed. The T20,or the privileged ones,
have been enjoying the privileges of living
in this country all this while,” he says.

“At the same time, the government is
giving more incentives to increase the
competitiveness of local industries and
attracting higher-quality foreign direct
investments, which will end up benefiting
high-income earners through better job
creation and higher income.”

Meanwhile, those with taxable incomes
of between RM35,001 and RM100,000 will
see their income tax rate reduced by two
percentage points. According to Anwar,
this will lead to disposable income of up
to RM1,300 for about 2.4 million taxpayers.

As a stop-gap measure, the government
has restarted the special voluntary disclo-
sure programme (SVDP),which the previous
Pakatan Harapan government introduced
in 2018. There will be no penalty on dis-

closures made between June 1, 2023, and
May 31, 2024.

According to Soh Lian Seng, head of tax
at KPMG in Malaysia, the reintroduction of
the programme is a smart move as a means
of collecting additional tax revenue, He
adds that the programme could net the
government more than RM10 billion in
tax revenue.

“A total of 286,482 taxpayers participat-
ed in SVDP 1.0, bringing in an additional
RM?7.877 billion in taxes for the govern-
ment’s coffers at that time. With SVDP 2.0
providing a full penalty waiver to volun-
tary participants [compared to a 15% to
30% penalty in SVDP 1.0], the take-up rate
should far exceed that of SVDP 1.0, and we
can expect SVDP 2.0 to collect more than
RM10 billion,” says Soh.

He adds that this is conditional on the
full mechanism yet to be revealed. For ex-
ample, will participants of SVDP 2.0 reap
the same benefits, whereby the Inland
Revenue Board will not carry out audits
and investigations into their companies
for the years involved?

Reform in investment incentives

The budget cannot be said to be for the
people if it doesn't address the need to re-
vive the economy. On this, the government
is committed to improving the country’s
ease of doing business, as well as continu-
ing with proposed infrastructure projects.

much-needed relief to the middle-income
group, who have been left out in previous
budgets although they are not spared the
impact of soaring inflation.

“The costs for the government are par-
tially offset by the increase in tax rates of
between 0.5ppt and 2ppt for individuals in
the RM100,001 to RM1,000,000 tax brack-
ets as well as the general increase in wages
in the last year which results in increased
taxes.The increase in tax rates is expected
to impact less than 150,000 taxpayers,” he
says in a statement.

Although the 2ppt cut results in lower
tax collection, the impact should be min-
imal since the money saved would be con-
tributed back to the economy in the form
of higher consumption, says Sim Kwang
Gek, country tax leader at Deloitte Malaysia.

Other tax reliefs announced by Anwar
for the M40 include increasing the tax re-
lief on medical expenses to RM10,000 from
RM8,000. Moreover, there will be an exten-
sion in the scope of income tax relief for
life insurance premiums or life-takaful con-
tributions to cover voluntary contributions
to the Employees Provident Fund of up to
RM3,000, to encourage retirement savings.

Another initiative to encourage higher
savings among the M40 group is the in-
crease in the maximum individual limit
for Amanah Saham Bumiputera (ASB) and
Amanah Saham Bumiputera 2 (ASE2) to
RM300,000 from RM200,000.

The size of Amanah Saham Malaysia's
fund will also be expanded by RMS5 billion.

Individuals with ASB savings of less than
RM30,000 will receive a higher payout of
5.1% annually, while those with more than
RM30,000 will receive 4.6% annually.

In addirion, the government pledged to
introduce a targeted subsidy mechanism
that will benefit the lower-to-middle in-
come group. a

At the same time, it is reforming the
incentives that are offered to foreign direct
investments.This is based on the findings
of Bank Negara Malaysia, which showed
that the benefits from FDIs are shrinking
due to the availability of high incentives
as well as low value-added investments.

On this, Anwar said, “Investment incen-
tives will be restructured towards tiered tax
rates, based on whether the investments
are creating high-value jobs, deepening the
industries’ value chains with local firms, as
well as creating new industrial clusters.”

The government will also strengthen
the monitoring of investments that re-
ceive incentives to ensure that the benefits
are gained by the country and its people.

Despite relooking at the incentives be-
ing offered to FDIs, the government has
proposed several improvements on the in-
centives. For example, for manufacturing
companies in the electrical and electronics
sector as well as the aerospace manufac-
turing sector, the government will extend
the tax incentives offered to those that
relocate their operations to Malaysia, as
well as a 15% income tax rate on the C-suite
until 2024, Specifically for the aerospace
industry, the government will extend the
corporate income tax as well as investment
tax allowance until Dec 31, 2025.

MIDF Research says the efforts to in-
crease high-impact investments and FDI
via various incentives such as relocation

incentives to attract affected electrical
and electronics sector investors and in-
centives for the aerospace industry are
commendable. “Measures focusing on
science, technology and innovation can
be seen as necessary to ensure Malaysia's
economy remains competitive,” says the
research firm.

Budget 2023 could be seen as setting the
tone of the unity government on what it
considers important for the country. While
the budgetary measures can be construed as
having the same intentions as the previous
budgets,a staternent on the redistribution of
wealth made by the PM resonates the most.

“Considering the income and the wealth
of the country that are concentrated in the
upper class or super-rich elites, it is rational
for the distribution of the country’s reve-
nue to focus on those in the low- and mid-
dle-income groups,” Anwar said.

However, Veerindeerjeet says that what
islacking in this budget is a clear roadmap
on the tax reform framework that the Min-
istry of Finance is considering, as well as the
lack of any announcement on the reform
of the tax incentive framework that had
been alluded to in the past three budgets.

“We also hope that all the allocations or
funds announced will have clear guidelines,
simpler rules and actually end up in the
businesses that really need them so that
there will be a positive contribution to the
economy,” he adds. o
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SME-friendly but more can be done; execution still key

BY LIEW JIA TENG

he revised Budget 2023, tabled by
Prime Minister and Finance Min-
ister Datuk Seri Anwar Ibrahim
last Friday, is widely seen as one
friendly to small and medium en-
terprises (SMEs), the backbone of the lo-
cal economy that makes up over 5% of
business establishments in the country
and employs about 70% of its labour force.

Notably Anwar retained the proposed
tax cut for micro, small and medium en-
terprises (MSMEs) in the revised budget.
The measure was first mooted by former
finance minister Tengku Datuk Seri Zafrul
Abdul Aziz in the original Budget 2023 ta-
bled in October last year.

Under that budget, Zafrul proposed to
reduce the income tax rate for MSMEs
from 17% to 15% for the first RM100,000
taxable income, with effect from the year
of assessment 2023. This was set to benefit
150,000 MSME taxpayers, with tax savings
of up to RM2,000 each.

Anwar enhanced that by expanding
the taxable income threshold to the first
RM150,000 earned, from the initially pro-
posed RM100,000. As a result, MSME tax-
payers are expected to save up to RM3,000
each.

SMEs’ present tax rate for the first
RM600,000 is 17%. Under the newly an-
nounced measure, the tax rate for SMEs
for their first RM150,000 taxable income
will be 15%, with the next RM450,000 at
17%; anything above RM600,000 will be
taxed at 24%.

Baker Tilly Malaysia managing partner
and Asia-Pacific leader for tax services
Anand Chelliah says the proposed tax
cut, coupled with the threshold expan-
sion, will be welcomed by MSMEs, as the
savings could help defray the increase in
raw material and wage costs. [t may even
spur productivity for some.

But more could have been done, espe-
cially for SMEs still struggling to turn a
profit amid heightened inflationary pres-
sures and a challenging business environ-
ment, Chelliah says.

“It could have taken the opportuni-

At a glance — how the two Budgets differ,
m terms uf measures for MSMEs
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Bank Negara to provide financing of up to RM2
billion to support green technology start-ups
and help SMEs implement low-carbon practices

Government plans to introduce carbon tax
and study the feasibility of a carbon pricing
mechanism. To support the implementation of
this mechanism, the government will provide
R0 million as matching grant to help SMEs

RMI00 million allocation to Domestic
Investment Strategic Fund (DISF) to support
the development of domestic tech-based

companies

ty to increase the third threshold from
RM600,000 to,say, RM1 million and intro-
duce another band of taxable income, say
at 20%, before taxing the excess at 24%,"
he suggests.

Apart from lowering taxes, thought
could have gone to pragmatic measures

Rhﬂﬂﬂmalucaﬂnnfnr.ﬂﬂhlegaﬁhlalayﬁa
- Agrofood Financing Scheme to help SMES

to help SMEs defray a higher cost of raw
materials, electricity tariffs and labour
costs, as these are what SMEs are strug-
gling with, he notes.

“As much as relief at the taxable income
level is most welcome, the presumption is
that they are in a position to pay tax on

taxable income. This may not be the case
in these difficult times,” he says.

Johor South SME Association adviser
and founding president Teh Kee Sin de-
scribed the proposed tax cut as “a good
and friendly gesture” to SMEs. “But frank-
ly,it may not help much. After all, the tax
savings will only be up to RM3,000. If your
company is not profitable, how do you even
get tax savings?” he asks.

still, the RM40 billion set aside for fi-
nancing facilities is timely, says Teh, who
hopes the moneywill reach SMEs as soon as
possible. “We hope that government agen-
cies can simplify the processes because
SMEs really need that money urgently.”

YYC group CEO Datin Yap Shin Siang
also concurs that the proposed tax cut
for MSMEs is a good measure for private
limited companies and limited liability
partnerships. “This leaves more profit
after tax that can be used for business
growth, which will indirectly help eco-
nomic growth,” she says.

And given that MSMEs will always need
funds to grow their businesses, the RM40
billion allocation for funding and finane-
ing guarantees is also expected to benefit
them. In addition, there is RM1.7 billion
in loan facilities that will be allocated for
businesses under Bank Negara Malaysia,
Bank Simpanan Nasional (BSN) and TEKUN.

But execution, as always, is key, says
Yap.“The application process may involve
paying a visit to many government agen-
cies, From the application to obtaining the
funds, the duration may be lengthy and
dragged out, not to mention the process
may sometimes be very complex,” adds yap.

Bear in mind that MSMEs do not have
sufficient time and manpower to moni-
tor and follow up on tedious application
processes. This may result in supposedly
good fiscal assistance measures falling
short in terms of execution.

“The application process may vary for
different governmental agencies. Whether
or not an SME can benefit from the govern-
ment's goodwill depends on the smooth-
ness and transparency of the application
process for grants, loans and incentives,”
she adds. €]

‘No bad news means good news for investors’

BY LEE WENG KHUEN

he revised budget is a good start for
the new government as it is creating
a business-friendly environment
with no major shocks, analysts say,
which is a major step in drawing
more foreign investors to the local bourse.

Loui Low, head of research at Malacca
Securities, is of the view that the budget
could provide more certainty to the invest-
ing fraternity.

“The negative performance in the FEM
KLCI lately was due to the speculation of
implementation of sin tax and capital gains
tax. Since these two things are not seen in
the budget, we can say that it is a positive
budget,” he tells The Edge.

He agrees with Prime Minister Datuk
Seri Anwar Ibrahim's move to tackle more
immediate issues such as high inflation,
before looking at external matters such as
bringing in more investment, which will

be in the pipeline over the next few years.

“I think [Anwar] has thought about this
quite thoroughly. So, at least it is not detri-
mental to the capital market at this juncture,
given the volatility seen earlier because of
the capital gains tax speculation.”

The benchmark FEM KLCI is down 2.6%
year to date, underperforming its regional
peers.

Areca Capital Sdn Bhd CEO Danny Wong
shares the same view, noting that market
uncertainty over concerns such as the exten-
sion of the prosperity tax, has been removed.

“Overall, I feel no bad news means good
news. As long as there are no adverse poli-
cies, then I think it is a good start. 1 believe
more pro-business policies will be coming
up next,” says Wong, who thinks a clear
takeaway from Anwar’s budget speech is
that the government is trying to help the
people as well as companies.

“Right now, the new government needs
to stabilise the situation without giving

signals that they will simply give out cash.
That the government is also pro-business,
without taxing more people. So, these are
good signs.

“The target to cut the fiscal deficit to 3.2%
over the medium term is good in the eyes of
foreign investors,” he adds.

Wong also lauds the government's plan
to allow the listing of dual-class shares on
Bursa Malaysia. Dual-class shares refer to
the issuance of two classes of shares, one

of which could have superior voting rights,

often allowing founders or top executives
to have control over the company even with
ownership of a lower stake.

“With dual-class shares, funds can be
raised without having to dilute the owner's
shares,” Wong observes.

Meanwhile,a research head who declined
to be named foresees muted impact from the
revised budget, but was of the view that the
extension of tax exemption for companies

listed on the ACE Market and LEAP Market,

as well as tech stocks on the Main Market,
will encourage more listings on the local
stock market.

He is also positive on the construction
sector in view of the increase in develop-
ment expenditure, despite the lack of new
mega projects.

Although the government is reducing
individual income tax by two percentage
points for those in the taxable income brack-
et of RM35,000-RM100,000, he thinks that
the projected reduction of RM900 million in
personal income tax collected from the M40
group may not have a significant impact on
the consumer sector.

Low concurs, saying that people are like-
ly to buy necessities with the extra income,
as the multiple rounds of Employees Prov-
ident Fund withdrawals have reflected the
pressures of high living costs.

However, he believes the planned upgrade
of the Penang and Subang airports will ben-
efit the tourism sector. o
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Ensuring food security and welfare of farmers

BY INTAN FARMANA ZAINUL

t is no surprise that food security was a
major component among the measures
taken to lighten the burden of the higher
cost of living in the revised Budget 2023,
given Malaysia's massive food import bill.

Food security has been a hot topic in the
last few years, and more so over the past
year when the country had to deal with
the double whammy of a weaker ringgit
against a strong US dollar and wild swings
in commodity prices brought on by the war
in Ukraine.

“Many countries have increased their
focus on food security. There are actually a
lot of people interested in the agriculture
sector, but the main issue is the availabili-
ty of land. A lengthening of the temporary
occupation licence (ToL) will provide cer-
tainty and encourage investors to commit
to agriculture investment,” says Lee Heng
Guie, executive director of the Associated
Chinese Chambers of Commerce and Indus-
try of Malaysia's (ACCCIM) Socie-Economic
Research Centre.

“Some government agencies should open
up their unutilised land bank for collabo-
ration with the private sector to undertake
agricultural activities. Meanwhile, the gov-
ernment should look into the supply chain
and the distribution of agricultural products,
trading and stockpiling to further enhance
the sector.”

The government points out that land
use for the purpose of growing food had de-
clined to only 1.2 million hectares, compared
with seven million hectares for growing
il palm and rubber trees. As such, under
the revised Budget 2023, the government
has proposed that the Federal Land Devel-
opment Authority (FELDA), Felcra, Risda
and other agencies under the Ministry of
Agriculture and Food Security to allocate

up to 800 acresof land for foed production.

In addition, the government is roping in
the private sector to take partin large-scale
agriculture and to improve the use of tech-
nology in the sector with 100% income tax
exemption on capital expenditure.

This includes getting Lembaga Tabung
Angkatan Tentera {LTAT) to collaborate with
the Ministry of Agriculture and Food Secu-
rity to allocate 70 acres of land owned by the
gToup’s investee company to pilot a large-
scale domestic grain corn farming project,
while concurrently facilitating the second
career programme for veterans of the Ma-
laysian Armed Forces.

In a statement, LTAT says it welcomes the
government's efforts in the revised Budget
2023 on the national food security agenda.

“We view the budget initiatives as signif-
icant contributors to economic growth as
they address the country’s national agen-
da on food security as well as increase em-
ployment opportunities. Overall, this will

improve the country’s competitiveness to-
wards becoming a developed nation. LTAT
and its group of companies will remain
steadfast in discharging our duties and de-
livering added value to our stakeholders,”
says LTAT chief executive Datuk Ahmad
Nazim Abd Rahman.

The Federation of Malaysian Consum-
ers Associations (Fomca) president Datuk
Marimurthu Nadason says the government
ison the right track in not only addressing
food security issues, but also ensuring sus-
tainable economic growth.

“The government's initiative to high-
light food security is timely,and it’s getting
many of its agencies and other ministries
involved, especially to secure more land and
large-scale farming to maximise land usage
for agriculture. The government also wants
to encourage modern farming practices by
providing subsidies and incentives to farm-
ers,” he tells The Edge, adding that Malaysia
has about 600,000ha to 700,000ha of idle
agriculture land.

In addition, Prime Minister and Finance
Minister Datuk Seri Anwar Ibrahim an-
nounced that Padiberas Nasional Bhd { Ber-
nas) has agreed to share 30% of its net prof-
it with paddy farmers, on top of its RM6&0
million allocation to rice smallholders in
December last year.,

Just how much is this 30% share? In
FY2021, Bernas reported a profit after tax
of RM182 million. Assuming that Bernas
continues to report higher profits this year
and beyond, it will contribute at least EMso
million to the country's paddy farmers an-
nually. This will elevate the welfare of pad-
dy farmers.

In his budget speech, Anwar also said
the government will continue to distribute
various subsidies and incentives to paddy
farmers through an allocation of RM1.6 bil-
lion and additional RM228 million in the
form of RM200 cash payment per month
to 240,000 rice farmers for a period of three
months.

Apart from production, the government
is putting emphasis on increasing produc-
tivity as part of its plan to reform the sector
through automation and digitalisation. To-
wards this end, Bank Negara Malaysia will
set up a &M1 billion fund to drive the Ma-
laysia Agrofood Financing Scheme, focused
on facilitating productivity improvement
for entrepreneurs.

Meanwhile, the Digital AgTech pro-
gramme under the Malaysia Digital Econ-
omy Corporation (MDEC) will be expanded
to train more smallholder farmers to adopt
technology with an allocation of RM10 mil-
lion.

The government also wants to promote
productivity through the agriculture sec-
tor, especially among prisoners under the
“Program Agro Penjara” for them to engage
in agricultural activities on 70ha of prison
land, with an allocation of RM10 million. @

Vape players say aye toregula

duty amount, GEG policy

BY KANG SIEW LI

he revised Budget 2023 has finally ad-
dressed calls by vape players for the
government to regulate the industry.
However,a new concern has cropped
up relating to the excise duty to be
imposed on the liquids or gel that contain
nicotine used in electronic cigarettes orvape.

In the retabling of Budget 2023 last Fri-
day, Prime Minister and Finance Minister
Datuk Seri Anwar Ibrahim did not reveal the
amount of the excise tax to be imposed nor
the commencement date, except to state that
his administration would look into taxing
vape products, There were also no details on
the regulations.

Anwar, however, indicated support for
the tobacco generational endgame (GEG)
policy that was mooted by former health
minister Khairy Jarnaluddin. Ridhwan Ros-
li, secretary-general of the Malaysian Vape
Chamber of Commerce (MVCC), is urging
the government to have consultations with
the industry on the regulatory and taxation
framework as well as the GEG policy before
making a final decision.

“MVCC believes the government is taking

the right steps to introduce a regulatory and
taxation framework on the vape industry.
However, regulations and the tax rate need
to be balanced given that it will have an
impact on local industry players,” he says
in a statement.

Ridhwan says MVCC disagrees with the
GEG proposal, which would see the use,
possession and sale of cigarettes and vape
products banned to those borm after a cer-
tain year. “This proposed policy would im-
pact the vape industry, which is estimated
to be worth RM2.49 billion.”

Non-governmental organisation Advanced
Centre for Addiction Treatment Advocacy
(ACATA) and non-profit advocacy group
Malaysian Vapers Alliance (MVA) want the
government to conduct more studies on the
GEG proposal before making any decision
on the matter.

ACATA and MVA believe that a prohibitive
policy like GEG on harm-reduced products
such as vape, would be counterproductive.

“Multiple independent scientific evidence
[produced] globally has proved that while
vaping has health risks, those risks are sig-
nificantly less than smoking cigarettes. In
addition, vape has successfully aided many

tions but fret over excise

smokers to stop smoking cigarettes, Coun-
tries such as the UK and New Zealand have
also supported vape as a less harmful prod-
uct compared to cigarettes.All this science
and evidence cannot be ignored,” says MVA.

In a separate statement, Azrul Mohd
Khalib, chief executive of the Galen Centre
for Health and Social Policy, says the not-
for-profit organisation has been a strong ad-
vocate of earmarking revenue from tobacco
and alcohol excise duties for the purposes
of health,

“However, we note that this proposal does
not include vape without nicotine. The Ma-
laysian vape industry,which is estimated to
be worth more than RM2 billion, is largely
made up of no-nicotine vape. Regulating and
taxing only nicotine vape and e-cigarettes
will produce less than what the government
expects. All vape and e-cigarette products
should be taxed,” he says.

He also asked when the revised version of
the Control of Tobacco Product and Smoking
Bill,which was worked on by a Parliamentary
Select Committee last year,would be tabled.
“We hope that with this declared intent to
tax vape, it will be followed by the passing
of the legislation. It is overdue,”

In October 2021, the Ministry of Finance
— during the tabling of Budget 2022 — had
proposed to increase the excise tax forvape
liquids from 40 sen per ml to RM1.20 per ml.
This taxation framework has yet to be im-
plemented pending regulations.

Malaysian Retail Electronic Cigarette As-
sociation president Datuk Adzwan Ab Manas
had earlier estimated that at RM1.20 per ml,
an additional RM36 would be imposed on
each bottle of 30ml liquid while the retail
price of the product is only half of this, “This
means vape products will triple in price” @
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Capital gains tax may affect M&A, PE,
restructuring activities

EY ADELINE PAUL RAJ

alaysia’s plan to impose Capital

Gains Tax (CGT) on the disposal of

unlisted shares from 2024 could af-

fect merger and acquisition (M&A),

private equity (PE) and restructur-
ing activities, experts say.

Yvonne Beh, a partner in the tax, trade
and wealth management practice at Wong &
Partners, tells The Edge: “This will definitely be
something that companies will need to look
at if they plan to do any disposal of unlisted
shares as part of M&A, or even group restruc-
turing or PE deals. But, of course, we don't
know the details yet on things like rates and
exemptions. For example, will share trans-
fers in an internal group restructuring be
exempted? It will all really depend on how
the government crafts the provisions and the
ambit and scope of the CGT."

Prime Minister and Finance Minister Datuk
Seri Anwar Ibrahim, in tabling a revised budget
for 2023, said that, in line with international
best practices, the government is mulling
imposing such a tax,at a low rate, from 2024.
It plans to have engagement sessions with
relevant parties to study the plan in detail.

It is worth noting that two of the largest
financial markets close to home — Singa-

Lavindran: The government could potentially
collect sizeable sums from the CGT

pore and Hong Kong — do not impose a CGT.
Thailand, Vietnam, Indonesia, Japan, India,
China and Australia have some form of CGT
in relation to the disposal of shares.

On what the possible “low rate” could be,
Beh says: “We've never had a history of CGT
in Malaysia, apart from the Real Property
Gains Tax (RPGT). It is likely to depend on
how much revenue the government is tar-
geting from CGT."

The fact that the government is considering
CGT only on the disposal of unlisted shares and
not a full-blown CGT is interesting, Deloitte

Malaysia tax leader Sim Kwang Gek points out.

“This indicates that the government is
taking a phased approach, before embarking
on a full-blown CGT. Considerations such as
impact on M&A activities in Malaysia, Malay-
sia's attractiveness for inbound M&aA, costs of
doing business and tax treatment on losses
arising from disposal of unlisted shares must
be given weight,” she says.

“It is also common for companies to under-
take restructuring of businesses for operation-
al efficiency purposes, where share transfers
may take place within the group. Will CGT be
imposed on such transactions? It is important
to assess the additional tax reveniue that will
be generated from the imposition of a CGT
vis-a-vis the downside effects on businesses.

“Another important factor is the interac-
tion between CGT and RPGT. Currently, dis-
posal of shares of a real property company
{RPC) is subject to RPGT. The imposition of
CGT on the disposal of unlisted shares will
raise questions on whether there will be dif-
ferent treatment on disposal of shares of an
RPC and a non-RPC."

Lavindran Sandragasu, a tax partner at
PwC Malaysia, says the government could
potentially collect sizeable sums from the CGT.

“There are actually several billion ringgita
year that change hands in relation to the sale

of unlisted shares. You can even sell a privately
owned group.Some of these transactions have
significant valuations. So,1 think, one of the
[reasons] the government is considering this
CGTis to capture those gains,” he tells The Edge.

He says the CGT rate that is imposed will
depend on many factors.“In some countries,
it is quite straightforward — they just follow
the corporate income tax rate. So, if we take
that position, then 24% is quite a hit. In other
countries,even though their corporate tax rate
is fairly high, they impose CGT of just 10% or
20%. Based on [Anwar’s] statement, [ think he
is just trying to slowly introduce it without
too much disruption.”

Lavindran recalls that,as far back as 20 to
30 years ago, Malaysia had something called
“estate duties” — which were later repealed
— that had a similar effect as CGT. He believes
Malaysia is looking to impose CGT on the
disposal of unlisted shares, rather than listed
shares,as imposing CGT on the latter would
curb the development of financial markets.

Onee CGT comes into effect, it will be tough
to circumvent it. “As with most laws, there
are likely to be anti-avoidance provisions for
this. People can try to do their best to plan
[around it]. But in some cases where they
can't, they may be caught under the CGT re-
gime,” says Beh. a

Emulating Penang skills centre’s model|,
cashincentive do not resolve TVET dilemma - experts

EY CHERYL POO
I mulation of a Penang-based skills
model and cash incentive for em-
= ployers hiring Technical and Voca-
tional Education and Training (TVET)
| workers as proposed reforms in the
fine-tuned Budget 2023 on Feb 24 are a far
ery from resolving Malaysia's TVET dilem-
ma, say experts in the field and economists
who stress that training must be industry
driven to avoid the current huge mismatch
in graduate skill and industry requirement.

Prime Minister-cum-Finance Minister
Datuk Seri Anwar Ibrahim said his admin-
istration proposes to emulate the Penang
skills Development Centre (PSDC) model to
foster public and private cooperation in the
implementation of a TVET programme as a
means to address underemployment among
workers. Anwar said it was unacceptable that
90% of TVET graduates are able to find work
but earn “low wages of only about RM2,000
a month in spite of the government spend-
ing up to RM6.7 billion on TVET".

To incentivise private sector employers to
increase salaries of new graduates, the Social
Security Organisation (Socso) will provide
17,000 TVET graduates RM600 a month for
three months on top of their wages.

while cash incentives are always wel-
come in any industry, TVET experts point
out that the three-month wage support for
TVET is, at best, merely symbolic.

“Malaysia has been stuck in a low-pro-
ductivity economy for quite some time. By
emphasising on TVET, Budget 2023 is send-
ing out a strong signal that the unity gov-

ernment is keen to skill up our workforce.
But the issue really is about poor quality
because TVET graduates lack soft skills,”
articulates Monash University Malaysia
school of Business Prof Niaz Asadullah, who
is also the Southeast Asia lead of the Global
Labor Organization.

“We have struggled to scale quality TVET
education. [We need] institutional reforms.
Throwing more money will not solve it.
The low wage of graduates from our TVET
sector that benefits from RM6.7 billion of
government investment only confirms poor
returns on public investment. Replicating
and scaling the PSDC model is not a budg-
etary issue alone,” Niaz emphasises.

Dr Azizul Othman, president of the Fed-
eration of JPK Accredited Centers Malay-
sia, which represents private sector TVET,
CONCUTS.

“If a TVET graduate can perform to what
is expected by the industries without further
in-house training or coaching, then there is
obviously no reason why they will be paid
less. The issue here is the skill rather than
the certificate,” he remarks.

Azizul adds that collaboration between
the industry and the training centre is cru-
cial in ensuring that the actual skill re-
quired by the industry is being taught at
the skill centres.

This will avoid the skill mismatch which
is among reasons why TVET grads are being
paid below the industry’s average salary.

“Training must be industry driven,” he
stresses.

To PwC Malaysia tax leader Jagdev Sin-
gh, deepening collaboration with govern-

ment-linked companies and multinational
corporations to increase employment rates
of TVET graduates and providing on-the-job
training is a move in the right direction.

“The acknowledgement that our high
reliance on foreign labour is due to low
wages and unsatisfactory working condi-
tions is important in helping us deal with
the issue comprehensively. Measures which
include automation and upskilling/reskill-
ing graduates to ensure they are capable of
securing employment in satisfactory work-
ing conditions are certainly pragmatic and
aligned with the longer term objective of
transforming into a high-income nation,”
Jagdev says.

Anwar also said that RM1 billion will be
allocated to funding by HRDCorp to imple-
ment skill training programmes for em-
ployees and HRDCorp-registered employers,
along with accumulated levies. The gov-
ernment will also provide a RM50 million
matching grant to encourage the automa-
tion of the plantation sector through the
use of robotics and artificial intelligence.
This initiative seeks to employ skilled lo-
cal workers.

“while the industry lauds those alloca-
tions, we are, however,disappointed that the
government did not take up FMM’s proposal
to channel the foreign worker levy towards
the setting up of a National TVET Appren-
ticeship Fund and National Automation
Fund as a two-pronged approach towards
reducing dependence on foreign workers,”
says Federation of Malaysian Manufacturers
president Tan Sri Soh Thian Lai.

Former Klang MP Charles Santiago,who

is an economist by training, urges the gov-
ernment to take a step back to re-evaluate
the issues surrounding TVET in Malaysia.

“Firstly, the TVET syllabus is outdated.
There is a serious mismatch between what
students are being tanght and what the in-
dustry needs.

Santiago, echoing what industry play-
ers and economists have long said, also
stresses that the government should avoid
fragmentation and possible duplication of
TVET programmes over seven ministries.

“It must be streamlined and done by one
agency.There must be careful deliberation
of what employers and the country needs.
Employers are thinking,"Whywould I em-
ploy someone who doesn’t meet my com-
pany’s digitalisation needs?"” he points out.

santiago also believes that the PSDC
model will not be easy to follow as it is
done with “very strong employer contri-
bution and micro-managed by the state
government”.

“Think nationally. In the digitalisation
environment, artificial intelligence is key
today. That's what we're heading towards.
But our TVET is nowhere close to it. Set
specific targets and goals. Reforming TVET
cannot be achieved by these cash subsidies,”
Santiago says.

“This is the golden moment for Malay-
sia to close its technology gap. We can en-
hance our small and medium enterprise
competitiveness via digitalisation — with
TVET done in a way to help SMEs compete
domestically and internationally. The longer
we postpone the rethinking TVET needs, all
the more everyone suffers.” o
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Jagdev Singh

TAX LEADER AT PWIC MAL AYSEA

The retabled Budget 2023
takes a very structured ap-
proach to addressing the
challenges the nation is

expected to face in view of
continuing global economic
uncertainty. In his budget
speech, the finance minis-
ter proposed measures to address these chal-
lenges. This is a shift from previous budgets
and adopts an approach that is more strategic
and reformist in nature in dealing with issues
faced by the nation as a whole.

The proposal to introduce the Luxury Goods
Tax (LGT) effective this year, the commitment
to study the introduction of Capital Gains Tax
(CGT) on disposal of non-listed shares from
2024 onwards and the 0.5 to 2 percentage-point
increase in the personal tax rate for the tax
bracket between EM100,001 and RM1 million
should not come as a surprise. Considering
the finance minister’s response in parliament
recently, the government will not introduce a
broad-based consumption tax in this budget, [as
such] the options available to the government
to increase tax revenues are limited.

Nevertheless, the study on the potential in-
troduction of CGT should be done on a meas-
ured basis to ensure that the benefits (name-
ly, the amount of tax revenue generated) far
outweigh the costs (impact on the investment
ecosystern and the administrative burden on
tax authorities and taxpayers).

Although we see a reduced allocation to
subsidies of RM&4 billion compared with RMso
billion in 2022 and a commitment to move to-
wards a targeted subsidy scheme, the budget
does not provide details as to how subsidy ra-
tionalisation will unfold,other than the already
increased electricity tariff for large corporations:
The reduction in subsidy expenditure seems to
be primarily attributable to the lower oil prices
{as compared to 2022), but we hope to see fur-
ther details on the proposed targeted subsidy
scheme in the coming months.

Soh Lian Seng
HEAD OF TAX AT KPMG IN MALAYSIA

Generally, gains on capi-
tal assets are not subject to
tax,except for gains arising
from the disposal of real
property situated in Ma-
laysia, which is subject to
Real Property Gains Tax of
up to 30%. In Asia,only Ma-
laysia,Singapore and Hong Kong have yet to
impase CGT— for the main reason that most
of the income is derived from trading. ACGT
will have wide implications, pending details
of the mechanism that will be in place. If
imposed, this will be'a significant revenue
stream for the government.

The extension of the incentive period for
Green Investment Tax Allowance (GITA) and
Green Income Tax Exemption (GITE) unti] Dec
31,2025 — plus an increase of the incentive pe-
riod from three to five years for eligible green
activities — is aligned with the government's
continuous efforts to boost investments in
green technology assets and activities that will
bring Malaysia closer to realising our national
carbon neutrality aspirations by 2050.

Sim Kwang Gek

TAX LEADER AT DELDITTE MALAYSIA

The proposal to intro-
duce CGT on the dispos-
al of unlisted shares from
year 2024 should be care-
fully studied before im-
plementation. Consider-
ations such as impact on
merger and acquisition

ol /i

Praises and brickbats for
retabled Budget 2023

(M & A) activities in Malaysia, Malaysia's at-
tractiveness for in-bound M#&A, the costs of
doing business and tax treatment on losses
arising from the disposal of unlisted shares
must be given weight, It is also common for
companies to undertake restructuring of its
businesses for operational efficiency pur-
poses, where share transfers may take place
within the group. Will CGT be imposed on
such transactions? It is important to assess
the additional tax revenue that will be gen-
erated from the imposition of CGT vis-a-vis
the downside effects on businesses.

Although the Budget 2023 speech was
silent on the implementation of the Global
Minimum Tax (GMT), reference was made
to Touchpoints Belanjawan 2023, issued by
the Ministry of Finance, where it was pro-
posed that the GMT and Qualified Domes-
tic Minimum Top Up Tax (QDMTT) would
be introduced in 2024 as one of the ways to
increase revenue. This is a welcome move as
it would give Malaysia the right to collect
the “top-up tax” that would otherwise be
collected by other countries.

With animplementation timeline of 2024,
companies that are affected by the GMT must
prepare early to understand the impact of the
tax on its business and financial position. In
comparison with our regional peers, the Singa-
pore government has decided to introduce the
GMT in 2025 while Indonesia and Thailand are
planning to implement it next year,

Tan Sri Soh Thian Lai
PRESIDENT OF THE FEDERATION OF MALAYSIAN
MANUFACTURERS

FMM applauds the govern-
ment for unveiling a caring
budget with a larger allo-
cation of RM3288 billion by
striking a fine balance be-
tween fiscal discipline and
helping the rakyat to cope
with the rising cost of living.

On the GST, FMM agrees with the assess-
ment that the timing is not right for its rein-
troduction, given its inflationary implications
and the likely burden on the lower-income
groups. However, FMM urges the government
to consider a reintroduction in 2024,

The industry commends the initiatives in-
troduced to further empower the TVET (Tech-
nical and Vocational Education and Training)
agenda via public-private partnership collab-
orations on pilot projects involving national
TVET institutions with selected private sector
companies,including government-linked com-
panies.This initiative will be a fresh approach
to driving the industry-led TVET agenda to-
wards producing TVET graduates that meet the
needs of the industry and improving graduate
employability.

We are, however, disappointed that the gov-
ernment did not take up FMM’s proposal for
the government to channel the foreign worker
levytowards the setting up ofa National TVET
Apprenticeship Fund and National Automation
Fund as a two-pronged approach to reducing
dependence on foreign workers,

Datuk Khainussaleh Ramill
GROUP PRESIDENT
AND CEO OF MALAYAN BANKING BHD

CHAIRMAN OF THE
ASSOCIATION OF BANKS IN MALAYSIA

At the outset, the retabled Budget 2023 com-
mits to fiscal consolidation with a further re-
duction in the budget deficit-to-GDP ratio to
5% this year and to 3.2% by 2025. However, we

believe the government will
continue to remain steadfast
in addressing issues like the
high cost of living, better
paying jobs and adequacy
of retirement savings aswell
as implement measures for
socio-economic uplifting
of the poor and low-income group, tax cut for
middle-income taxpayers, empower MSMEs
{micro, small and medium enterprises), pro-
mote investment, boost tourism, enhance food
security and improve basic public infrastruc-
ture and essential public services,

These are balanced with redistributive and
progressive tax proposals such as increases in
the tax rate of higher-income taxpayers, LGT,
CGT on the disposal of unlisted shares and
excise duties on vape products, coupled with
strengthening governance and effectiveness
of public spending.

wewelcome the budget initiatives that are
relevant to the financial sector, including tax
incentives for ACE and LEAP Market listings
and Bankruptey Act reform, which will cata-
lyse entrepreneurship, the renewed focus on
Islamic finance and the proposed consumer
credit act and monitoring authority to create
a level regulatory playing field.

Equally important to note, the budget is
not just about medium-term fiscal sustaina-
bility but also broader aspects of longer-term
sustainability, including protecting biodiver-
sity, preserving the environment, greening
the economy and addressing climate change.

Datuk Abdul Rabman Alvnad
GROUP CEQ OF OMB GROUP HOL DINGS BHD

We are pleased to see the
government’s focus on driv-
ing sustainable economic
growth through Malaysia
Madani Budget 2023, As
Malaysia’s economy con-
tinues to recover, the pru-
dent, targeted and inclusive
approach taken provides an optimal balance
in helping the rakyat and businesses alike to
navigate the ongoing uncertain environment.

In driving economic recovery, we are en-
couraged to see financing support for start-ups
as well as SMEs. The focus on sustainability
as well as digitalisation will strengthen the
growth and resilience of our SMEs,and ensure
our economy is future-proofed.

We also welcome the focus on improving
the vibrancy of Malaysia's capital market. In
particular,we welcome the proposed tax cuton
listing expenses for the ACE and LEAP Markets
through 2025 and the listing expenses of tech-
nology-based companies on the Main Market
of Bursa Malaysia, in addition to the easing of
the secondary listing process for private mar-
ket instruments to improve liquidity as well
as the efficiency of price discovery. The intro-
duction of dual class share listings is also an
encouraging development in stimulating the
listing of high-growth technology companies
domestically,

Tan Sri Tay Ah Lek
MANAGING DIRECTOR
AND CEQ OF PUBLIC BANK, BHD

The coming year will con-
tinue to be fraught with
challenges, as stubborn
inflationary pressures
and consequent mone-

tary tightening globally
will lead to weaker con-

sumption spending and

slower economic activity To this end, however,
all stakeholders of the nation must stand united
as we work on driving Malaysia forward in this
post-pandemicera towards a more sustainable
period of stronger growth. We are most encour-
aged by the government’s lead and refreshed
vision in setting out a new course with this
retabled Budget 2023 expenditure plan.

Equally important ... is the nation’s future
being safeguarded through the exercise of pru-
dence over finances, and we are encouraged
to note that the government is prioritising
the lowering of its budget deficit on a path to
sustainable growth with a lower expenditure
bill of RM386.1 billion.

Government agencies’ continued provision
of financing and guarantees amounting to
RM40 billion for the benefit of MSMEs, Bank
Negara Malaysia's RM10 billion financing facil-
ity for SMEs and guarantees of up to RM20 bil-
lion provided by Syarikat Jaminan Pembiayaan
Perniagaan (SIPP)will provide a much-needed
lift to businesses.

Mohui Rashid Mohamad
GROUP MANAGING DIRECTOR
AND CEQ OF RHE BANK BHD

We welcome the expan-
sionary nature of Budget
2023, which provides
much needed support in
addressing the high cost
of living, further strength-
ening the social safety net
as well as enhancing the
MSME ecosystem. The government remains
steadfast in balancing the need to safeguard
the well-being of the people and the nation
while ensuring a sound and sustainable fis-
cal position.

Budget 2023 will increase the momentum for
economic recovery with emphasis on structur-
al reforms to strengthen economice resilience,

measures to support the growth of MSMEs

and priority sectors coupled with assistance
to targeted groups.

Asa financial services group, RHEBwill con-
tinue to play a significant role in supporting
the nation's economic recovery and devel-
opment, in particular vulnerable segments
of the community, the growth of MSMEs, as
well as promote sustainable development to-
wards supporting the country’s transition to
a low-carbon economy

Datuk Sulaiman Mohd Tahir
GROLIF CED OF AMME HOLDINGS BHD {AMBANK)

At AmBank,SMEsare the
bedrock of our customer
base and we are encour-
aged by the government's
efforts to support this cru-
cial pillar of our econo-
my specifically asaresult
of the RM10 billion loan
funds to be provided by Bank Negara Malaysia
to ease the financial burden of SMEs as well
as STPP to provide guarantees of up to RM20
billion, focusing on sectors such as high tech-
nology, agriculture and manufacturing. This
will certainly empower local SMEs.

We also laud the government's call to
strengthen Islamic financing,which will most
certainly bode well for Malaysia as an Islamic
financing hub.On this note, AmIslamic looks
forward to building on this momentum.

The forward thinking aspirations of the
budget, particularly with regards to ESG (envi-
ronmental,social and governance)in the form
of loan funds of up to RM2 billion to support
sustainable technology for start-ups and pro-
moting SMEs towards embracing low carbon
practices demonstrate the government's tangi-
ble commitment to ESG and we hope for SMEs
and GLCs (government-linked companies) to
build on this positive trajectory.

CONTINUES HEXT PAGE
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New and restructured taxes

= No Goods and Services Tax but the government
will tax those with the means 1o pay via:

- Luxury tax on items such as waltches and fashion
goods; and

= Excise duthes on iquid nicotine usedin
e-cigarettes and vapes.

« The goverrsment may introduce a capital gains tax
on the sale of shares in private companies in 2024

= [noome tax on thase earning more than
RMO0,000 to BT milion will be ralsed by 0.5
to twe percentage points, affecting fewer than
150,000 taxpayers

= Income tax on those eaming between RM35,000
and RMI00.000 will be lowered by two percentage
poirts, resulting in additional disposable income of
RM1300 for about 2.4 million taxpayers

+ Indhviduals or companies donating to non-profits
undertaking grassroots sports development
programmes will gualify for a tax cut of up o 10%
0N aggregate income

+ Taxrelfief of up to RM3,000 for voluntary
contributions to the Employees Provident Fund
{EPF) accaunt

= Under aspedal voluntary disclosure programme
fromune 1, 2023 to May 31,2024, the
povernment will provide 100% waiver on additional
taxes for taxpayers wha declare unreported taxes

« Tax refief on medical treatment raised 1o
RME0,000 from RME. 000, including relief of up
to RM 4,000 on treatments for conditions such
as autism, Down Syndrome and spedfic leaming
disabifities

Digitallsation and automation

= R0 bilon in funds under Bank Negara Malaysia
to help micro, small and medium enterprises
automate their processes to digitalise their
businesses

+ BNI00 millon under the SME digitalisation
scherne will be used to fund matching grants of
up to RMS.000 to SMES subscribing to apps ta
digitalise their businesses such as point-of-sales
SySLEmS, accounts or inventory management

» RMS50 milion in matching grants to be provided
toencolrage automation of plantation sector
through use of robotics and artificial intelligence

» Government to accelerate implermentation of
Jendela project a5 a national effort to provide

FROM PREVIOUS PAGE

Highlights of revised Budget 2023

internet network facllities

= RM725 million to implement digital connectivity in

47 industrial areas and nearly 3.700 schools

Grants and incentives to drive

domestic investments

« Syarikat Jaminan Pemblayaan Perniagaan to
guarantee up to RM20 bilkon in loans from SMEs,
with a government guarantee of up for 90%
for companies in frontier tech, agriculture and

manufacturing

« [mvestment incentives will beé restructured towards

tiered taxes based on outcomes, such as creating
high-walue jobs, including local firms In the supply
chain and creating new industry clusters

= Khazanah Nasional and EPF to invest ininnovative

and high-pgrowth local start-up companies with
anirvestment vahue of RVI.S bilion

« Tax deductionof up to RMLS million for firms that
list on Bursa Malaysia's ACE Market and LEAP
Market until assessment year 2025. Tax rebate is
alsoextended to tech companies that list on the
Main Markat,

« Alocation of RMI00 million under Digitization
Grant Scheme for SMEs and small vendors to
support business automation and digittsation.
Separately, there s a RMTbilion facility under
Bank Negara aimed at incentivising SMEs to
automate processes and digitalise operations.

« For Malaysia's electrical and electronics (E&E) and

aerospace sectors. the government plans toe

- Extend tax incentives to manufacturing
companies that transfer thelr operations to
Malaysia as well a5 a 15% tax rate for C-suite
executives uitl 2024 to attract investment from
companies affected by Covid-19; and

- Extendinoome tax incentives s well as
investment tax allowances to the aerospace
sector untilDec 37, 2025 to encourage capacity
expansion of existing comgpanies and atiract
irvestrmant from new companies,

» Strengthen development of Iskandar Malaysia
in Johor via creation of a special financlal zone
and competitive remuneration package to attract
international investors and skilled workers 1o
settle n Malaysia

» RME blion strategic financing by Bank
Pembangunan Malaysia to promote sustainabie
and automation agenda

Alleviating the people’s burden

« Government to give Aidifitr Special Financial
Assictance of up to RM700 to ol civil servants
Grade 56 and below, Including these on contract,
and RM350 to government retirees, Payment will
bemade in Aprl 2023

= Uipto 20% discount fior three months to be giveénon
PTPTN loan repayment starting March 1

« Postponement of repayment to be granted to
borrowers with amonthiy income of RMLEDD and
beebow fora six-month perlod. Applcation for this
postponement can bemade from March 1

» Insolyency Act 1967 to be amended to enable
bankruptcy cases to be discharged more guickly

= The amendment, combined with immediate
release of cases owing less than RMS0,000
starting March 1, will allow 120,000 people to be
released from bankruptcy status. This will benefit
the Malays, who make up the majority of the
260,000 bankruptcy cases as at January, and will
afiow them to contribute to the national econarmy.

Sabah and Sarawak

+ RMB.5 biflion for Sabah's development; RMS.6
Billlion for Sarawak

+ Thisindudes developing cites bordering
Kalimantan, Indonesia, such as Katabakan, Sabah
and Ba'kelalan Sarawak with a cost of RM1 biion

» Separately, over RM2.5 hillon s provided to
implement projects malnly involving pubslic
infrastructure for the benefit of Sabah and
Sarawak, road projects and street lights as well as
water and electricity supply

infrastructure

« Government toreview MRT 3 project cost.
confident of reduding it to below AMA45 biion

» Digital Nasional Bhd to be managed more
transparently and inclusively to achieve full
participation by telcos and provide comprehensive
56 coverage at a reasonable price. AL end-2012,
56 coverage reached 50% of populated areas;
targeted toreach 80%: by end-2023.

= Torefieve road congestion at tourist hotspots:

~ A new road to be built from Habu to Tanah Rata,

Cameron Highlands, Pahang for RM480 million;

= | Jakan Tun Hamizah up to the intersection of
Semabok Lebuh AM) Daerah Melaka Tengah o be
upgraded at a cost of RM300 rillion;

- -Aroad and a bridge over Sungal Sepang tobe
built to connect Bukit Pelandok, Port Dickson and
Sungal Pelek, Sepang for RMIG0 miion: and

- An overtaking lane on Senal Desan: Exprassway

Agriculture and food security

+ Government to promote private sector mvestrment
into lamge -scale agriculture by providing incentives,
land funds and technology grants

+ Elaun Modal Dipercepatkan and 100% income tax
exemption on capital expenditure will be avallable.
and the tax incentive application period for food
production projects will be extended untl end-
2025, with an expanded scope to inclode modern
agriculture projects

« Bemas agrees to share 30% of its net profit from
rice imports with rice farmers

« Government to ghve various subsidies and
incentives amounting to RMLG blion to rice
farmers. inaddition, 240,000 rice farmers will
recetve RM200 cash per month for three months,
or ane season, for atotal of RM228 million.

« Government to akocate RMEO milion to improve
sustainabliity of paim oll industry and Intensify the
fight against anti-paim oll campaigns

Strengthening oversight and

institutional reforms, fight cormuption

« Consumer Credit Act te be enacted and consismer
credit monitoring board to be set up to regulate
companies providing consumer credit such as
by now, pay later” schemes this year

» Procurement Act to be tabled to boost
transparency, and increase savings

» Compensation packapes of chief executives
and serjor management of statutony bodies and
companies to be reviewed to more reasonable levels

+ Whistleblowers Protection Act to be amended to
better protect informants

+ New management of government agencles
such as Tabung Hajl, Felda and Felcra to study
possibiity of closing loss-making subsidiaries
not aligned with their original functions. such
a5 travel agencies, security companies, and T
firms. Government midis banning companies and
statutory bodies from this practice.

= Al povernment agencies, including LHON, MACC
and police, are actively investigating corruption.
including those named in the Pandora Papers.
LHDON will also comtinue investigating “esual
wealth™ to fight corruptionrather than allow it to
continue o fester,

Ending hardcore poverty

= RMI0 milion set aside o increase activities
that support Sustainable Development Goals.
It iLscing RO millfion to start community
farm programmes at the parfamentary level to

food security
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and progressive approach to accelerating | . pa5 bilion to develop new rural roadls and viBage
special financial zone within Iskandar Malaysia

Disaster preparation, green Initiatives -
economic recovery, spearheading sustainable

Ink roads Six flood mitigation projects to be re-tendered by
toattract quality investments and skilled work- growth and fostering an inclusive society,to Jurne, potentially saving RM2 bfion out of RM15
ers.With our roots in trade banking in Malay- | ensure noone is left behind. Encouraging investments & savings billian previously allocated for such projects

sia dating back over a century, initiatives such In lieu of not reintroducing abroad-based | . Tomlindividualinvestment limit of AmanahSaham | + Bank Negara to geovide financing of up to RM2

as the expansion of the Penang Intemational
Airport and Subang Airport, development of a
port in Sanglang, Perlis, and the construction
of a main port in Carey Island will cement the
country’s position as a key trading hubin Asean.

As a financial institution, we're proud to

align ourselves with the national agenda to
transition tonet zero by delivering sustainable
finance solutions towhere it matters most, tak-
ing the lead from Bank Negara Malaysia,which
is providing up to RM2 billion in financing fa-

consumption tax such as the Goods and Ser-

vices Tax (GST), there were various measures
proposed to increase tax collections, including
the Voluntary Disclosure Programme, CGT
on the disposal of unlisted shares by compa-
nies, albeit at a low tax rate, and excise duty
on e-cigarettes and vapes, with 50% of the
collection to be earmarked for the Ministry

of Health to improve the quality of health-
care services.
Overall, the measures appear to be cohe-

Bumiputeraand Amanah Saham Bumiputera 2 wil
beincreased to RM300,000 from RM200,000
Size of Amanah Saham Malaysia fund willbe
increased to about RM3 billion

5.1% dividend for Amanah Saham Bumiputera
members with savings of less than RM30,000, ta
benefit 875 of members
Government to help those aged 40-54 with EPF
savings of kess than RMI0,000 in thelr Account 1
by providing an additional contribution of RMS0C.
This will benefit nearly two milion EPF members,

hillion to support green tech start-ups. help SMES
implerment low -carbon practices
Khazanah to provide RM150 million to
erwiranmentally friendly project developments.
Inciding supporting the carbotymarket and
reforestation

Green Technalogy Financing Scheme (GTFS) to
be implemented with Increased allocation of RM3
Billion untll 2025, Scope of funding to be widened
to cover electric vehicles (EV) with a guarantee
firrét of Lp to BO% [ €]

with an allocation of nearly Riv1 bilion.

« From 2024, shariah savings assets under EPF will
be fully segregated to provide competitive reberns
to 125 million members holding sharlah accourts

sive, comprehensive and inclusive, and lay
the foundation for a more sustainable fu-
ture. However, certain measures such as the
potential CGT on the sale of unlisted shares
should be studied in further detail to avoid
unintended adverse implications. o

cilities to support sustainable tech start-ups and
help SMEs incorporate low-carbon practices.

Farah Rosley
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