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NO CORPORATE TAX CUT IS NOT A LET DOAN, SAYS TAX CONSULTANT

By: Mohd Arshi Daud

KUALA LUMPUR, Nov 9 (Bernama) -- The lack of a corporate tax cut in the
recently announced 2001 Budget is not a big let down contrary to sone
beliefs in corporate circles, says a partner with an accounting and
nmanagenent consul tancy.

"I do not see it as a let down," Poon Yew Hoe of Horwath Mok and Poon
told Bernama on the sidelines of a 2001 Budget briefing organi sed by his
conmpany here today.

Ahead of the unveiling of the budget on Cct 27, the stock narket was
abuzz with expectations that the corporate tax woul d be reduced by one to
two percentage points to narrow t he gap agai nst nei ghbouri ng Si ngapore or
be on par.

Mal aysia's corporate tax currently stood at 28 percent nd nmaxi mum
i ndi vi dual incone tax at 29 percent.

Poon said that expectations follow ng much speculation prior to the
presentation of the budget.

"Gt herwi se people don't expect that," he said.

Poon believed that there was no reduction because the country was stil
com ng out of the recession

"I don't think nobody is really that disappointed," he added.

Prime Mnister Datuk Seri Dr Mahathir Mhamad, in justifying the
non-reduction in corporate tax, said the governnent could not afford a cut
as anticipated as it reduce taxes all at once.

"Over the long run, the governnent may not have any noney. W need to
buil d nmore schools and provide aid to many groups...everything is
expandi ng," the prime mnister had said.

Poon, who al so prepared the Mal aysi an Associ ation of Certified Public
Accontants 2001 Budget executive summary, said those who were | ooking for
maj or strategic changes in the 2001 taxation | andcape woul d have to wait
for anot her year.

"Like an island in the ocean, Ml aysia remains the outstanding
exception in a sea of wi despread adopters of the goods and service tax
(GST)," Poon said in reference to proponents of such a tax.

"I ndonesi a has done it, so has Singapore and lately, Australia. But
Mal aysia has resisted the tenptation. But it will be a matter of tine.”

Wth the extension of the service tax base to include variety of
services in the 2001 Budget, Poon said a GST, which allowed for input
credits and therefore a firnmer tax regine, would be the next |ogical step.

"I f acconpanied by a major reduction in direct tax rates, the
consolidation of the sales tax and service tax into a GST will pronote hard
work at the expense of consunption. The bottonmline is that a hardworking
and thrifty population will make for a stronger and fitter country," he
sai d.

Poon argued that perhaps the timng for a GST was i nappropriate at this
juncture.

"A GST at this stage nay actually be a spanner in the works considering
that we have started to recover fromthe bitter downturn in 1998 when a
negative growth of 7.5 pecent was recorded.

“I'n our recuperation, the 1999 Budget was a good kickstart, wittingly
or unwittingly by the 1999 tax wai ver, which redoubled the efforts of the
busi nessman to nake tax free profits. So, it was no surprise that corporate
profits increased during the period. On the other hand, the 2000 and 2001



Budget s continued that process by fuelling the country's conti nued
recovery." -- BERNANA
MAD SHY
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