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Budget for growth
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BUDGET 2024 touches on a few
k?lare'as the government believes
will drive the transformation and
growth of Malaysia’s economy, as
well as strengthen the nation’s
competitiveness in the global mar-
k_et. We present some of the high-
lights here:

Energy transition

THIRD-PARTY access (TPA) to the
national electricity grid is a tricky
issue. It needs to happen in order
1o hasten investment and innova-
tion that will be driven by the pri-
vate sector in building up the
;guntry\s renewable energy (RE)
se.

However, this means nudging
the owner of the grid, Tenaga
Nasional Bhd (TNB), to open up
the grid to third ies on fair
access terms and it can only be
done by the Energy Commission
(EC), which is an agency of the
government.

Budget 2024 notes that the TPA
concept will continue in the form
of the Corporaté Green Power
Programme (CGPP).

Recall that Malaysia has a
800-megawatt (MW) CGPP pro-

e, of which the EC has
already allocated the bulk of it to
22 bidders.

Under the CGPP, participants are
able to produce RE and sell it to
their off-takers via the grid.
However, itis not a full-blown TPA
in the sense that there is a limita-
tion of the 800MW that can flow
through the grid.

: ful]-blo:lvn TPA h‘; \;_};lenn the
wheeling charges are
madengiar ro;gRE producers to
pay and use the grid.

Budget 2024 says the govern-
ment will continue to explore the
TPA model and develop appropri-
ate implementation methods for
the TPA to drive investments in
the RE sector. That clearly indi-

cates the EC will be coming up
with the TPA terms soon.

Meanwhile, the budget also
repeated the proposal to allocate
RM2bil for an energy transition
fund. As explained earlier by the
government, this money is a form
of catalytic blended finance to sup-
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that are marginally bankable or
yielding below-market returns.

‘The question is how easily acces-
sible this RM2bil will be to the pri-
‘vate sector.

The budget also mentions that
RM200bil s being allocated by
financial institutions for indus-
tries to move into a low-carbon
economy. But as we currently

ow, the funding gap for energy
transition remains big and it is left
to be seen how aggressive this
funding will be.

Capital gains tax

AS expected, a 10% capital gains
ed in the budget

tax s being proj
for the sale of shares in private
companies, with a few notable
exceptions. This doesn’t come as a
surprise as it was mooted by the
government earlier.

After taking into account the
input of all stakeholders, the gov-
ernment is proposing a 10% tax on
the net profit from the sale of
shares in a privately held compa-
ny and this take effect from
March 1, 2004,

Exemptions the government
will consider include private com-
panies that are approved to list on
Bursa Malaysia or those that are
undergoing internal restructur-
ings as well as those that involve
investments by approved venture
capital funds. These exemptions
are crucial so that it does not
penalise capital raising by growth
companies,

It is aimed at taxing more
mature companies and rightly so,
as some vendors could be earning
hefty sums in selling their estab-
lished businesses. It is also
assumed that aside from venture
mixal funds, private equity funds

ill also be exempted from this
tax. If not, it would be a big disin-
centive for private equity to’ be
active in Malaysia.

Recall that there has been dis-

cussions whether Malaysia should
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impose a capital gains tax from the

sale oﬂ.istecrslmes inthe countrﬁ

Promoters of this view say that it

only fair for those making profits

from their stock market gains to
taxed on it.

They add that since many inves-
tors also lose money on the local
stock market, it sort of balances
things out, as their Josses can be
offset against the tax from their

Detractors say such a tax would

depress our already dampe:g} ‘New

stock market, chasing both I
and foreign investors away. Some
even reckon the fact that the total
tax receipts will be small com-
pared to the loss in market capital-
isation of the local bourse if such a
tax is to be imposed.

Consolidating venture capital
ecosystem

IN the tech space, one notable pro-
posal is for two bodies

venture capital outfit. It is possible
that the move is in line with the
government's plan to have a single
window.

Recall that Economy Minister
Rafizi Ramli is advocating a single
window for startups in Malaysia.
He has pointed out that there are
at least 14 different government
agencies in the startup ecosystem.
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that currently come under the
Finance Ministry to be placed
under the purview of Khazanah
Nasional Bhd.

Budget 2024 is proposing that in
order to strengthen the venture
Penjana
Kapital and Malaysia Venture
Capital Management (Mavcap) be
E}(ae“d under Khazanah. It looks
ike the government is looking at
consolidating these bodies.

Khazanah itself has its own ven-
ture capital fund called Dana
Impak, which has a RM6bil com-
mitment over five years to invest’
in the digital society, quality health
and education as well as food and
energy security.

Sources say the plan is to merge

Green initiative: The third-party access concept will continue in the form of Corporate Green Power
Programme where participants can produce and sell reflewable energy to their off-takers via the grid.
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window
to have everything related to start-
up and with agencies operating
within their clusters of responsi-
bilities to be connected to it.

Rafizi eschews the situation
where startups have to spend a lot
for the
support from a variety of govern-
ment agencies and has also point-
ed out that a complicated system
gives incentives to the wrong peo-
ple to thrive.

The merger or at least parking
of these three government-funded
venture capital funds under

does seem in line with
the single-window move. The
thing that does not sit well is that
the people within those organisa-
tions do not seem to know the
game plan.

Perhaps that is to follow after
this budget proposal.
Communication and buy-in from
all stakeholders will be crucial for
this single-window plan to work
nicely.

Meanwhile, the government has
strengthened its resolve to reform
various governrent agencies and
institutions including the merger
of three development financial
institutions (DFIs) through the
merger of Bank

|

facility: Port Klang will be bolstered by the proposed developmer |
of a third port terminal in Carey Island in Klang.

tion in Budget 2024 indicate
possible acceleration of the e
er move. {
" The second phase involves g
merger of Exim Bank and si
Bank into the earlier mery
entity.

The merged DFIs will enhany
lending capacity to industries uf
businesses, i SMEs tg
are facil ifficulties in geny
funding ‘from financial insw
tions. {
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lslan!lc finance boost

THE government has proposeiy
give tax exemptions for inca
generated from the selling {
Islamic securities as"part of
efforts to ‘enhance the sp
ah-compliant stock market.

It has also allocated RM20nd»
support research and innovaia
‘within the Islamic emmrx“

roposing to tax-exempt for &
geaxsaﬂubuanmddsthalﬂ
- finance-related I
nesses such as Islamic digital b
ing and Islamic digital tokenf®
e thisist
Industry players say
Iy as Islamic finance has &
growth that has outpaced its®
Ventional peers, currendy mas
ll:?‘;mun 40% of total finan’
e country.
According to the gﬂ;
Ministry's 2024 Economic O}
report, total Islamic

Malaysia Bhd, Small Medium
Enterprise Development Bank
Malaysia Bhd (SME Bank) and
Export-Import Bank of Malaysia
Bhd (Exim Bank).

In 2019, the government
announced plans to consolidate
four DFIs includi jami
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ing growth within the

i Malaysias caplal
ithin M. ia's ca)

ket, the Islamic g‘:ital marke®

tinues to &l:y akey role.

Yields that are seen as
tive strong Ns'ﬂ

Nasional Bhd to enhance the DFI
ecosystem. .

The first phase of the merger
was completed in Novemnber 2021,
involving Bank Pembangunan
acquiring all shares of Danajarin.

The emphasis on the reforma-

processes are' among the |
that have been support®

growth.

“Efforts to boost the "5
finance is-a move. in lh‘#
direction as over time, the

is expected to play an eve®
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