11/ 07/ 2001

“CGovernment may cut direct taxes'

THE Governnent is likely to reduce direct taxes such as those of corporate
sector and individuals by one to two per cent in the 2002 Budget to drive
domestic i nvestment, the Sungei WAy G oup sai d.

"There is not nmuch scope for raising taxes,"” its corporate adviser Tan
Sri Ranmon Navaratnamsaid in the group's nmenorandum presented to Prine
M ni ster Datuk Seri Dr Mahat hir Mhamad at a pre-Budget 2002 di al ogue in
Putraj aya, Sel angor yesterday.

"Direct taxes could be |owered by one to two per cent to enable | oca
i ndustries to be nore conpetitive with our rivals in attracting foreign
i nvest nent and pronoting nore donestic investnent."

The Prime M nister yesterday hinted that the corporate tax would be
reduced as the Governnent intensifies efforts to encourage the private
sector to invest nore donestically.

This is to offset the declining foreign direct investnent caused by mld
econom ¢ growt h gl obal |l y.

"W have studied the possibility (of a corporate tax reduction). W nust
consi der our needs in terns of the revenue to be raised fromtaxpayers,"
Dr Mahathir told reporters after chairing the openi ng session of the
di al ogues.

The | ocal corporate tax rate now stands at 28 per cent.

Navar at nam sai d gi ven the pendi ng Asean Free Trade Area where inport
duties will be reduced across the board, "the sooner the necessary
reductions are nade, the better for our manufacturers to prepare for
greater conpetition."

"This will |Iower the cost of living too."

He said the foreign investnent incentives needed to be further revi ewed,
ensuring that incentives were provided only to high val ue-added
i nvestnents, and not those of |abour-intensive as in the past.

"The tax consultants especially fromthe Big Six international
consulting firns have consistently presented nenoranduns to the Treasury
on the technical tax constraints that inhibit quicker approval and faster
i nfl ow of donestic and foreign investnents.

"The problens pertaining to rising crinme, causing strains on the soci al
infrastructure and the security of the country caused by i nm grant |abours
have to be addressed.™
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