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A fundanmental change in tax adm nistration

Vendy Lim

THE proposed wai ver of incone tax for assessnent year 1999 will nean a
fundanental change in the tax adm nistration and an extensive revision of
the I nconme Tax Act 1967, an accountant says.

One aspect of the proposal that needs to be understood is the term
"wai ver" which is not provided for in the Act. Only the term "exenption”
is defined, Malaysian Institute of Accountants council menber Neo Chin Wh
tol d Busi ness Ti nes.

There is a need to understand the proposal and the required changes to
the I ncone Tax Act which will take at |least two nonths to nmake, he said.

"Until then, we will only be guessing what it neans."

The Mal aysian Institute of Accountants earlier issued a statenent to say
it was not very clear about the proposed waiver in the 1999 Budget
announced by Prime M nister Datuk Seri Dr Mahathir Mharmad on Fri day.

Neo said the association will seek a neeting with the Inland Revenue
Board (I RB) for nore information.

Dr Mahathir, who is also First Finance Mnister, has proposed a current-
year basis tax adm nistration, as opposed to the existing systemwhere
t axpayers are assessed for incone derived for the precedi ng year.

The shift is to be effected in the year 2000 and will involve a tax
wai ver for inconme earned in 1999.

An IRB official said after the Budget is gazetted, probably in February
next year, there will be an order for a revision of the Act.

Its public relations assistant director Rozina Merican said the switch
to current-year tax administration will benefit taxpayers who started
wor ki ng after 1995.

"They are under the "~pay-as-you-earn' systemof the PCB (potongan cuka
bul anan or schedul ar tax deductions) inplenented on January 1 1995. Their
incone in 1999 will not be deducted if the assessment year 1998's tax is
fully paid.

For the rest of the taxpayers, neaning those who started working before
1995 where tax is paid on inconme earned the previous year, deductions will
continue to be made in 1999 for the assessnment year 1998.

By the year 2000, all taxpayers will "pay as you earn" for the current
year assessnent, as is already practised in Sabah and Sarawak, Rozina said
in a statenment.

The switch is therefore not expected to affect the Governnment's cash

flow, as the nunber of taxpayers involved under the "waiver"” is small. In
1997, about 150,000 new files were opened by |IRB

The incone tax collection for this year is expected to be RM4 billion,
conpared to sone RM31 billion from2.5 nmillion taxpayers in 1997

In the first four nonths of 1998, the IRB collected RMLO.3 billion, up
fromRMWD.1 billion in the correspondi ng period | ast year.

On the introduction of a self-assessnent regine, which is part of the
proposal to revanp the country's tax administration, Neo said the industry
wel cones t he nove.

"W have been tal king about it for a few years... self-assessnent
basically transfers the responsiblity to the taxpayer. This will inprove
the efficiency of the | RB whose staff can then be nobilised to enforce
conpl i ance, " he said.

Sel f-assessnent is the practice in Australia and several other
Commpnweal th countries, he noted.
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