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TAX- CORPORATE
CORPORATE TAX CUT W LL MAKE PUBLI C SPENDI NG MORE EFFI ClI ENT

KUALA LUMPUR, Sept 16 (Bernama) -- A cut in corporate tax rate from 28
percent to 26 percent could be in the bag for Budget 2003, which is
expected to be investor-oriented and make public spending nore efficient,
said a tax consultant.

Tax Advi sory And Managenent Servi ces Sdn Bhd ( TAMS) executive director,
Yong Poh Chye sai d t he governnent shoul d gradual |y reduce the top corporate
tax rate over a couple of years as it woul d nake Mal aysi a nore conpetitive
inattracting foreign direct investnments (FDI).

As a | ower corporate tax rate would | essen the cost of capital, he said
t he governnment coul d al so reduce the tax rate to 24 percent in 2004 and a
further 2.0 percent in year 2005 to provi de a nore favourabl e tax regi nme
for businesses.

Yong tol d Bernama t hat Si ngapore would cut its corporate tax rate from
22 percent this year to 20 percent in 2005.

It was vital for Malaysia to have neasures that woul d continue to
encourage multinationals toinvest and enhance the role of the private
sector, he said.

"Acut in corporate tax coul d save businesses in Ml aysia mllions of
ringgit," he said, noting that Singapore's corporate tax cut to 20 percent
by 2005 i s estimated to save busi nesses about S$700m | a year in the island
republic.

Yong said that although a one percent drop in corporate tax woul d
general |y reduce t he governnent's revenue by RVM60Oni |, this coul d be of fset
by reduci ng the governnment's petrol eumsubsi dy which was said to be RVbBbi |
a year.

The governnent coul d expand its sal es and servi ce taxes coverage to
allow further cuts in corporate tax, he said.

He said the governnent coul d adopt a one-tier corporate taxation system
where the taxes coll ected fromcorporate profits would be final while the
di vi dends decl ared woul d be exenpt ed.

A conpany's tax administrative work will be sinmplified with the
one-tier systemand it will not have to worry of the chargeable incone if
it were to declare dividends, Yong said.

At present, Malaysia is using an inputation systemin which businesses
that are abl e to decl are divi dends to sharehol ders nust be aware of the
amount of tax credit it has with the Inland Revenue Board as well as the
availability of cash.

Yong sai d busi nesses had to nonitor their credit balance with the
I nl and Revenue Board (1 RB) under the i nputation system for the conmpany had
to pay the IRB a section 108 charge if the tax deducted from divi dends
franked exceed that of the credit bal ance.

If the one-tier systemwas adopted, he said the governnent could
encour age t he conpani es to payout divi dends through franking tax credits as
at Dec 31, 2002, making it inline with the self assessnent system ( SAS)
for compani es which encouraged cal endar year as the fiscal year.

The one-tier corporate systemis currently practised in Hong Kong and
wi Il be inplenented in Singapore beginning next year.

On personal incone taxes, Yong stressed that the nmaxi mumrates for
corporate tax and personal incone tax should remain the sane.

However, he said that in order to i nprove the social well-being of
Mal aysi ans, the government m ght want to cut the personal incone tax rates



from28 percent to 26 percent as well as to reduce the tax rates for al
personal incone bands.

He said that the governnent shoul d al so reduce t he nunber of bands from
11 to say eight, adding that the first chargeabl e i ncone of RVb, 000 be
exenpted fromtax while any chargeabl e i ncone i n excess of RML50, 000 woul d
be taxed at 26 percent instead of the present 28 percent.

"Better still, if the government even consi der reducing the maxi num
personal tax rate to be on par with the proposed corporate tax rate of 24
percent in 2004 and 22 percent in 2005," Yong said.

Al ternatively, he said that the governnent coul d consi der increasing
personal relief for the Enpl oyees Provi dent Fund (EPF) and i nsurance
prem um paynments fromRM, 000 t o RM7, 000 each for husband and wife.

In what is believed to be Prine M nister Datuk Seri Dr Mahathir
Mohamad' s | ast budget presentation as Fi nance M nister, Yong said
Mal aysi ans coul d expect some gener ous handout s begi nning wi th t he 900, 000
or so governnent servants receiving sonme handsonme bonus payouts.

Commenting on sal es tax, Yong said it was unnecessary for the present
costs for licensing, advertising and pronotions to be includedinthe
val uation of |ocally nmanufactured goods but excluded frominported itens.

He expressed the hope that the government woul d only introduce one
val uati on nethod that coul d be adopted for both | ocal and i nported goods,
t hus, encouragi ng further investnent in the manufacturing sector. --
BERNAMA
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