16 SEP 2003
AUTOMOT| VE- TAX
GOVT TO CUT | MPORT TAX ON CARS BUT WLL RAI SE EXCI SE DUTY AS WELL

KUALA LUVPUR, Sept 16 (Bernama) -- The governnent will definitely
reduce the inport tax on conpletely built up cars inported from abroad but
will also inpose excise duty on themat the sane time fromnext year, Datuk
Kamari ah Hussain, head of the tax analysis divisioninthe Mnistry O
Fi nance (MOF), said today.

She said currently many people were still unclear about the issue.

"The inport duty would definitely be reduced but the quantum has not
been decided. MOF and the Mnistry of International Trade and | ndustry
(MTI) will be working together on sone type of duty structure," she said.

Under the Asean Free Trade Area's tax structure for the autonotive
sector, autonpbiles manufactured in Asean will attract an inport tax of
bet ween zero and five percent.

Mal aysia will adhere fully to the provisions of the AFTA autonotive tax
structure fromJan 1, 2005.

M Tl was expected to nmake an appropriate announcenent by the year-end,
Kamari ah said in a question-and-answer session in the annual post budget
I uncheon tal k on the 2004 Budget organi sed by Ml aysian Institute of
Taxati on.

Prime M nister Datuk Seri Dr Mahathir Mhanmad said in his 2004 Budget
presentation that the governnent would | evy excise duties on inported cars
when inport duties on themwere reduced fromJan 1, 2004.

Dr Mahathir, who is also the finance mnister, said the inposition of
the excise duty on inported cars would be done in such a way that
eventually the price of these cars would not really be reduced.

Asked whet her such a nove woul d tantamount to be a discrininatory act
under AFTA and trigger other Asean countries to follow suit by inposing
simlar excise duties on products nmanufactured by Ml aysia, Kamari ah, " The
governnent's decision to i mpose excise duty on inported cars is not
discrimnatory. Some Asean countries al so i nposed excise duty (on certain
products). There is no difference, so the issue of discrimnation does not
arise here.”

Expl ai ni ng the inmpact of a corporate tax reduction if the governnent
were to reduce it by one percent, she said this could nean a | oss of RMBOO
mllion in governnent revenue.

She said the governnent still needed revenue for its social obligations
i n devel opi ng sectors such as education and health.

Kamariah said the top 10 taxpayers in Mal aysia were the oil and gas
conpani es and gover nnent - owned conpani es.

She al so reveal ed that 60 percent of the corporate tax payers in
Mal aysi a were t hose whose chargeabl e i ncome were bel ow RMLOO, 000.

As such, she said raising the threshold of chargeable incone to
RM600, 000 from RMLOO, 000 for snmall and medi um scal e conpanies to enjoy the
reducd 20 percent corporate tax concession was nore appropriate in hel ping
themto pronote donestic investnent. -- BERNAVA
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