12 SEP 2003
MAHATHI R- CORPCRATE TAX
MAHATHI R: GOVT SEES NO NEED FOR REDUCI NG CORPORATE TAX FOR NOW

KUALA LUMPUR, Sept 12 (Bernamm) -- The governnent does not see the need
to reduce the corporate tax as it feels that the existing 28 percent rate
is already low, Prime Mnister Datuk Seri Dr Mahathir Mhamad said today

He said a |lot of conpanies were enjoying privileges given by the
government and sone were not even paying taxes due to these privileges.

Dr Mahathir, who is also the Finance Mnister, said any reduction in
the corporate tax would not nake any difference for the governnent or
private sector as the existing taxes "were very |ow'.

On the tax increase for cigarettes and al cohol, he said the hike would
bring in a considerable amunt of about RML50 nillion to the governnent.

When asked to conment on the reduced allocation in 2004 Budget conpared
with 2003, Dr Mihathir said |ast year's budget had a |ot of supplenmentary
al I ocati ons.

"Even in 2004, it may be necessary to have suppl enmentary budgets but we
want to avoid making supplenentary budgets because it is an inefficient way
to do," he said.

When asked on how the reduced budget allocation would help stinulate
the econony, which was currently being driven mainly by the public sector,
Dr Mahathir said he believed that the private sector would rmake up for that
reducti on.

"Even in the reduction, we have to prioritise and consider which
(projects) we will continue because of their contributions to economc
gromh. At the sanme time, there are big private sector projects like
al um nium snmelting and others which could help generate economc growh,"
he said.("Dalam reduction itu pun kita kena prioritise, yang nana (projek)
penting kita teruskan kerana ia manpu nenyunbang kepada pertunbuhan
ekonom . Di nmasa yang samm, ada big private sector projects sepert
al um nium snelter dan lain-lain yang bol eh nmenyunbang kepada econonic
growth.")

On the government's target to achieve a bal anced budget by 2006, Dr
Mahat hir said he believed that this would be achieved with support fromthe
private sector.

"We have to match the private sector. If they do not respond, then
government spending will have continue to be in deficit."

"This is the neasure taken by the governnent to stinmulate the private
sector, so it is hoped that if they really respond, it can be (achieved) in
2005. (But) the target is in 2006," he added.

When asked on taxes on inported cars in AFTA, Dr Mhathir said: "W
will stick to what we have agreed in AFTA (to reduce inport duties). The
main thing is that we have to equalise the taxes on donestic and inported
(cars).

"And that does not nmean we need to reduce taxes on foreign cars. W can
still inpose higher taxes in order to bring the |level of (prices of) loca
cars to the sane level as foreign cars."

When asked on how much the governnent would expect to |lose fromthe
duty reductions from AFTA, Dr Mahathir said the governnent did not have the
figures as yet.

However, he said the excise duty inpose on inported cars woul d be done
in such a way that eventually the price of inported cars would not really
be reduced.

"It (the prices) will be the sanme," he added. -- BERNAMA
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